
 

 
January 22, 2014 

VIA ELECTRONIC FILING 
 
The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 

Re: Southwest Power Pool, Inc., Docket No. ER14-_____-000 
Request for Recovery of Charges in Accordance with Attachment AP 
(Allocation of Costs Associated with Reliability Penalty Assessments) of 
the Open Access Transmission Tariff 

Dear Secretary Bose: 

Pursuant to Section 205 of the Federal Power Act, 16 U.S.C. 824d (“FPA”), and 
Section 35.13 of the Federal Energy Regulatory Commission’s (“Commission”) 
Regulations, 18 C.F.R. § 35.13, et seq., and Attachment AP- Allocation of Costs 
Associated with Reliability Penalty Assessments (“Attachment AP”)1 of the SPP 
Open Access Transmission Tariff2 (“Tariff”), Southwest Power Pool, Inc. (“SPP”) 
respectfully requests Commission approval to allow SPP to recover the costs 
associated with a penalty assessed against SPP resulting from Commission approval 
of a Stipulation and Consent Agreement (“Consent Agreement”) between SPP, staff 
of the North American Electric Reliability Corporation (“NERC”) and the 
Commission’s Office of Enforcement (“Enforcement”) in Docket No. IN13-14-000.3  

The costs for which SPP is seeking recovery result from the Consent Agreement 
wherein SPP agreed to pay a total civil penalty of $50,000, in addition to additional 
commitments and reporting requirements. The Consent Agreement was entered into 
by SPP, Enforcement and NERC staff to resolve any outstanding issues arising from a 
non-public investigation by Enforcement in coordination with a NERC Compliance 
Violation Investigation No. NERC0005CVI, of an event that occurred on December 
26, 2007 that involved SPP’s compliance with NERC Reliability Standards IRO-015-

                                                 
1  Attached hereto as Exhibit SPP-1. 
2  Southwest Power Pool, Inc., FERC Electric Tariff, Sixth Revised Volume No. 1. 
3  Sw. Power Pool, Inc., 144 FERC ¶ 61,019 (2013) (“Consent Agreement Order”). 
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1, Requirement R1, and EOP-004-1, Requirement R3,4 which are both related to the 
Reliability Coordinator (“RC”) function.5 SPP stipulates to the facts set forth in the 
Consent Agreement but neither admits or denies the determinations that the stipulated 
facts constitute violations by SPP of any Commission rule or regulation, the FPA, or 
the mandatory Reliability Standards. As discussed in the Consent Agreement, SPP 
entered into the Consent Agreement to avoid the costs and risks of litigation and in 
the interest of resolving the matters without further proceedings. Commission 
approval of the Consent Agreement effectively resolved all issues pertaining to the 
investigation; and upon SPP’s payment into the U.S. Treasury and NERC,6 SPP was 
unconditionally released from any further liability related to the December 26, 2007 
event or the investigation.  
 
Pursuant to Attachment AP of the Tariff, an assessment of a monetary penalty against 
SPP as the registered entity for violation of a NERC Reliability Standard may be 
directly passed to Market Participants and Members provided SPP has 1) made a 
filing under section 205 of the FPA proposing a penalty allocation methodology to 
allocate a portion of or all of the costs of the monetary penalty, and 2) the 
Commission has approved the filing and related penalty allocation methodology.7 In 
accordance with Attachment AP, this instant filing constitutes the required section 
205 filing wherein SPP proposes for Commission approval the penalty allocation 
methodology to allocate the costs SPP incurred to satisfy SPP’s obligations under the 
Consent Agreement. SPP requests an effective date of July 10, 2013 for Commission 

                                                 
4  At the time of the event, IRO-015-1, R1 required that RC’s follow its operating 

procedures, processes, or plans for making notifications and exchanging reliability-
related information with other RCs; EOP-004-1, R3 required that RC’s would 
provide preliminary reports to its Regional Reliability Organization and NERC 
within 24 hours of a reportable event. 

5  See Glossary of Terms Used in NERC Reliability Standards (“Glossary of Terms”) at 
http://www.nerc.com/pa/Stand/Glossary%20of%20Terms/Glossary_of_Terms.pdf. 
Per the Glossary of Terms, the Reliability Coordinator is “[t]he entity that is the 
highest level of authority who is responsible for the reliable operation of the Bulk 
Electric System, has the Wide Area view of the Bulk Electric System, and has the 
operating tools, processes and procedures, including the authority to prevent or 
mitigate emergency operating situations in both next-day analysis and real-time 
operations. The Reliability Coordinator has the purview that is broad enough to 
enable the calculation of Interconnection Reliability Operating Limits, which may be 
based on the operating parameters of transmission systems beyond any Transmission 
Operator’s vision.” 

6  Under the terms of the Consent Agreement, the U.S. Treasury and NERC would each 
receive a payment of $25,000, which constitutes one-half to each of the total civil 
penalty paid by SPP. 

7  See Tariff at Attachment AP, Section 3.   
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approval of its request, which is coincident to the Commission’s approval of the 
Consent Agreement. 
 
I. BACKGROUND 
 

A. SPP 

SPP is a Commission-approved Regional Transmission Organization (“RTO”).8  It is 
an Arkansas non-profit corporation with its principal place of business in Little Rock, 
Arkansas.  SPP has 75 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 10 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 on March 1, 2014. 

Part of the administrative duties SPP performs as the RTO includes functioning as the 
RC for the SPP footprint. To facilitate the RC function, SPP has registered with 
NERC and is a “Registered Entity” under the NERC compliance registry criteria. As 
the Registered Entity performing the RC function, SPP utilizes an assortment of 
analysis tools to monitor and analyze the reliability of the portions of the bulk electric 
transmission system under its purview. SPP is the RC for both the RTO and was the 
RC for Entergy Services, Inc. (“ESI”)9 during the event in question. As the Registered 
Entity, SPP is responsible for compliance with the Reliability Standards that apply to 

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

61,137 (2005). 
9  See Commission Docket No. ER05-1065-000, et al, for Commission filings related to 

the establishment of the Independent Coordinator of Transmission (“ICT”) and other 
operational matters.  From 2006 through 2012, SPP was the Commission approved 
ICT for ESI.  As the ICT, SPP contracted with Entergy to perform tariff 
administration services for ESI and was the RC for the transmission facilities of 
ESI’s five (5) operating companies. The civil penalty at issue in this filing and the 
Consent Agreement was not the subject of any ICT related filings. 
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the RC function and is subject to possible monetary penalties when such standards are 
violated in the SPP region.10 

B. The Commission’s Guidance Order  

On March 20, 2008, the Commission issued an order which provided guidance to 
RTOs concerning cost recovery for penalties which may be assessed against them 
pursuant to section 215 of the FPA11 for noncompliance with mandatory and 
enforceable NERC Reliability Standards.12 In the Guidance Order, the Commission 
recognized the value of RTOs in providing transmission service and enhancing 
reliability while at the same time acknowledging that nonprofit RTOs funded by 
customers may not have sufficient resources or reserves to pay penalties associated 
with violations of mandatory Reliability Standards.13 However, and notwithstanding 
this recognition, the Commission declined to provide RTOs a blanket exception from 
payment of reliability related monetary penalties.14 Rather, the Commission requires 
proposals to recover such penalties to be filed on a case-by-case basis for 
evaluation;15 and provided suggested mechanisms whereby an RTO may seek to 
recover the costs of penalties assessed.16 Further, the Commission directed that any 
such potential recovery of penalty costs must be noticed in the Tariff or other 
membership agreements or contracts.17 

  

                                                 
10  Mandatory Reliability Standards for the Bulk-Power System, Order No. 693, 2006-

2007 FERC Stats. & Regs., Regs. Preambles ¶ 31,242, at P 144, order on reh’g, 
Order No. 693-A, 120 FERC ¶ 61,053 (2007); Guidance Order at P 5. 

11  16 U.S.C. § 824o. Section 215 of the FPA provides for the development and 
enforcement of mandatory reliability standards by an electric reliability organization 
(“ERO”) to be certified by the Commission. The ERO may impose penalties for 
violations of reliability standards, subject to Commission approval. See North 
American Electric Reliability Corp., 116 FERC ¶ 61,062, order on reh’g, 117 FERC 
¶ 61,126 (2006) wherein NERC was certified as the ERO on July 20, 2006.  

12  Order Providing Guidance on Recovery of Reliability Penalty Costs by Regional 
Transmission Organizations and Independent System Operators, 122 FERC ¶ 61,247 
(2008) (“Guidance Order”). 

13  Guidance Order at PP 1, 26. 
14  Id. at P 1. 
15  Id. at 16. 
16  Id. 
17  Id. at PP 24, 26. 
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In the Guidance Order, the Commission set forth criteria for consideration in 
approving requests for recovery of penalty costs by RTOs. The Commission opined 
that requests for recovery of penalties would be entertained by the Commission in 
two areas: 1) direct assignment of reliability related monetary penalty costs to the 
entity the RTO deems responsible for the underlying violation;18 and 2) recovery of 
reliability related monetary penalty costs that cannot be directly assigned, or result 
from fault on the part of the RTO.19 Such requests shall be pursuant to a section 205 
filing by the RTO requesting recovery of penalty costs by spreading such costs 
among members and/or customers20 and the Commission shall review such filings on 
a case-by-case basis.  

C. Implementation of Attachment AP of the Tariff 

In November 2008, SPP filed Attachment AP to the Tariff in response to the 
Guidance Order’s requirements and in order to provide notice to members and 
customers that they may be allocated the costs associated with monetary reliability 
penalties assessed by the Commission or NERC.21 The Commission accepted 
Attachment AP effective January 24, 2009, as requested by SPP.22  

In the January Order, the Commission found that Attachment AP met the notice 
requirements of the Guidance Order and was a reasonable mechanism for SPP to seek 
recovery of the costs of a monetary penalty assessed against SPP for reliability 
standard violations, either on a direct-assignment basis or to be spread across all 
market participants and members.23 Additionally, the Commission found that 
Attachment AP meets other requirements of the Guidance Order, such as Attachment 
AP does not provide for automatic pass-through of costs or for a de novo 
investigation by SPP as the RTO.24 Rather, Attachment AP requires Commission 
approval, through a section 205 filing, to pass the costs of each specific penalty to 
market participants and members.25 

                                                 
18  See generally Guidance Order at Section II.A. 
19  See Id. at Section II.B. 
20  Id. at P 27. 
21  Filing of Attachment AP Reliability Penalty Cost Allocation and Notice of Southwest 

Power Pool, Inc., Docket No. ER09-336-000 (November 25, 2008). 
22  Sw. Power Pool, Inc., 126 FERC ¶ 61,061 (2009) (“January Order”). 
23  See January Order at P 27. 
24  Id. at P 28. 
25  Id. 
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As implemented, Attachment AP of the Tariff provides notice to all Market 
Participants and Members that they may potentially be responsible for penalty costs 
assessed against SPP for confirmed violations of any NERC mandatory Reliability 
Standard.  Market Participants and Members may be assigned a portion of the costs 
when SPP is assessed a monetary penalty either due to its own confirmed violation or 
its status as a Registered Entity under the NERC Functional Model and NERC Rules 
of Procedure. Further, Attachment AP provides for the recovery of costs associated 
with penalties assessed by NERC or another Regional Entity against SPP for 
confirmed violations of NERC Reliability Standards resulting from acts or omissions 
of a Market Participant(s), Member(s), or SPP, and where it is undetermined what 
entity caused such violations.  
 
Under section 3 of Attachment AP, Market Participants and Members may be 
assessed a portion of such monetary penalties provided the following conditions have 
been satisfied: 
 

“(1) The Transmission Provider has made a filing under section 205 of 
the Federal Power Act proposing a methodology to allocate a portion 
of or all of the costs of the monetary penalty among the Market 
Participants [and Members]; 
 
(2) If the Commission accepts the filing and finalizes such penalty 
allocations to the Market Participants [and Members].”26 
 

As a result, SPP is obligated to submit a section 205 filing seeking recovery of the 
costs incurred in the payment of any monetary penalties and proposing how such 
costs should be allocated. 
 
II. DESCRIPTION OF FILING 

In accordance with the requirements of Attachment AP and the Guidance Order, this 
instant filing is being made pursuant to section 205 of the FPA in order to recover the 
costs of a monetary penalty that SPP has been assessed. SPP respectfully requests 
Commission approval to recover the penalty assessed against SPP, as herein 
explained, by allocating the cost amongst all Transmission Customers through a 
Schedule 1-A charge.  

 

 

                                                 
26  See Tariff at Attachment AP, Section 3. 
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A. Request for Recovery of Penalty Costs  

In its Guidance Order, the Commission set forth criteria to be considered when 
granting requests for recovery of penalty costs by RTOs. Specifically, the 
Commission stated: 

 “In considering such filings, the Commission will consider such 
matters as whether the RTO or ISO had a sound compliance program 
in place to prevent the violations (including, for example, personnel 
policies that place incentives on employees and management to 
comply with the rules or risk adverse actions), whether the violations 
were intentional or grossly negligent, rather than negligent, whether 
management was involved in the violations, the ability of the RTO or 
ISO to pay the penalty, and the fairness of the assessment mechanism 
proposed by the RTO or ISO.”27 

 

To facilitate the Commission’s review of SPP’s request to recover penalty costs in 
this filing, SPP submits the following information that is responsive to the 
Commission’s criteria for approval of recovery of penalty costs discussed above. 

SPP has developed a corporate culture of compliance with an extensive compliance 
program covering thirteen compliance facets, which includes, but is not limited to, 
oversight by the SPP Board of Directors, executive-level support, company-wide 
training, self-auditing, personnel accountability, and corporate enforcement.  In 2013, 
SPP was the subject of several audits including one for Operations and Planning 
functions. The Southeast Electric Reliability Corporation (“SERC”)28 conducted the 
compliance audits in its role as SPP’s Compliance Enforcement Authority (“CEA”).29 
The CEA report issued on November 12, 2013 for the Operations and Planning 
functions audit cited active engagement and leadership by senior management, 
effective, in-practice preventive measures, prompt detection of problems, and 
remediation of any misconduct.30  The report identified zero possible violations of 
reliability standards,31 including the EOP standard that was at issue during the 

                                                 
27  See Guidance Order at P 27. 
28  SERC is a Regional Entity, with authority delegated by NERC for enforcement and 

compliance with mandatory reliability standards. 
29  The Midwest Reliability Organization (“MRO”) also participated as an observer due 

its role as the CEA for a select few of SPP’s members. 
30  See Compliance Operations (FERC Order 693) Audit Report at 11 attached hereto as 

Exhibit SPP-2. 
31  Id. at 1. 
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previous investigation of the 2007 event that resulted in the penalty.32 This thorough 
review and approval of SPP’s compliance culture demonstrates our well-developed 
program.  

The findings and subsequent penalty levied against SPP that were the subject of the 
Consent Agreement, were not the result of gross negligence, or intentional actions.  
Management was advised of the issues, a thorough review was conducted and 
mitigation steps were implemented which resulted in numerous process 
improvements.  The issue was handled appropriately per SPP’s robust culture of 
compliance and consistent with internal processes. Additionally, as recognized in the 
Consent Agreement, SPP has developed measures to mitigate reliability matters and 
has agreed to make semi-annual compliance reports to Enforcement for a period of up 
to two years.33 These measures include, among others, improvements to SPP’s 
primary, secondary, and tertiary telecommunications and network services to increase 
redundancy and diversity.34 Other improvements include application of the Change 
Management Process that applies to changes in the configuration of the SPP network 
and enhanced Emergency Evacuation Procedures to clarify the process for notice, in 
certain situations and circumstances, to neighboring RCs and also to SPP members.35 
Additionally, SPP has improved its testing procedures for the back-up control 
center.36 

SPP, as a nonprofit, is funded through charges for services from members and 
customers and therefore does not have the resources or financial reserves to seek 
reimbursement for the payment. Additionally, SPP’s governing documents provide 
that SPP must be revenue neutral and that members and customers are financially 
responsible for SPP’s debts and liabilities. Subsequent to Commission approval of the 
Consent Agreement, SPP fulfilled its obligations and paid the appropriate amounts to 
the U.S. Treasury Department and directly to NERC. Concurrently with the payment, 
SPP staff began to develop a proposed allocation methodology for SPP’s recovery of 
the payment. SPP staff recommended to SPP stakeholders that Schedule 1-A to the 
Tariff be utilized for recovery of the monetary penalty SPP was assessed pursuant to 
the Consent Agreement.37 The Corporate Governance Committee (“CGC”) 
recommended to the SPP Board of Directors that SPP recover and allocate the costs 

                                                 
32  Id. at 4. 
33  Consent Agreement Order at P 1. 
34  Id. at P 17. 
35  Id. 
36  Id. 
37  Schedule 1-A is attached hereto as Exhibit SPP-3. 



The Honorable Kimberly D. Bose 
January 22, 2014 
Page  

 

9 

of the monetary penalty under Schedule 1-A.38  The SPP Board of Directors approved 
the allocation methodology39 which has resulted in this instant filing. 

B. Allocation of Penalty Costs to Transmission Customers 

Subject to Commission approval, SPP proposes to allocate the costs associated with 
the penalty under the Consent Agreement to all Transmission Customers through the 
Schedule 1-A charge, the Tariff mechanism whereby SPP is compensated for 100% 
of its expenses and other costs to administer the Tariff.40  The Tariff provides that all 
Transmission Customers must purchase the service from SPP, which is assessed 
through this charge.41 Under Schedule 1-A, Transmission Customers are assessed the 
charges based on Point-to-Point Transmission Service and Network Integration 
Transmission Service for reserved MW capacity.42   

For each calendar year, SPP establishes the rate for the administration charge by 
dividing projected expenses based on the budget divided by the projected annual 
billing Schedule 1-A units for the calendar year.43 SPP reconciles the actuals to 
budgeted figures through a true-up and adjusts charges for the following year to 
reflect either over or under collection.44 Under Schedule 1-A, SPP also includes in the 
Schedule 1-A charges a component to cover estimated bad debts.  SPP reconciles 
actual bad debt to estimates and adjusts future monthly charges to reflect either an 
over or under collection.45 It is through the Schedule 1-A mechanism that SPP funds 
its operations and services provided in a just and reasonable manner based on use of 
services up to the Commission approved cap of $.039 per MW hour for all 
transmission service under the Tariff.46  

This allocation will be effectuated by including the monetary penalty in the 2013 
administrative costs and expenses SPP collects under Schedule 1-A of the Tariff. 

                                                 
38  The CGC’s Recommendation to the Board of Directors is attached hereto as Exhibit 

SPP-4. 
39  See SPP Board of Directors meeting minutes at Summary of Action Items No. 4 

posted at:  http://www.spp.org/publications/BOD102913.pdf.  
40  See Exhibit SPP-3 at 1. 
41  Id. 
42  Id. 
43  Id. 
44  Id. 
45  Id. at 3. 
46  Id. at 1. 
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Upon Commission approval of this proposed mechanism, SPP will determine whether 
sufficient Schedule 1-A charges have been collected in 2013 to recover the costs of 
the monetary penalty. If SPP determines that it has not collected sufficient Schedule 
1-A charges in 2013 to recover the monetary penalty, SPP will budget the necessary 
amounts for the next budget cycle. In other words, SPP requests Commission 
approval to determine whether it has collected sufficient Schedule 1-A charges in 
2013 to recover the monetary penalty, and further requests that any deficiencies be 
budgeted for recovery under Schedule 1-A in 2014. As explained in the previous 
paragraph, this process is fully consistent with the application of Schedule 1-A to pay 
SPP’s administration costs and bad debt. 

The recovery under Schedule 1-A methodology is justified by SPP’s position as RC 
and administrator of the Tariff.  During the time of the event related to the assessment 
of the monetary penalty, SPP was acting pursuant to its RC authority and for the 
provision of Tariff services to Transmission Customers who pay Schedule 1-A 
charges. SPP was providing the services to all Transmission Customers under the 
Tariff.  As a result, the allocation of the monetary penalty to Transmission Customers 
who pay Schedule 1-A charges is just and reasonable because those entities were 
receiving the benefit of the services being provided that led to the alleged violation. 
Allocating the monetary penalty to all Transmission Customers complies with the 
fairness principle of the Guidance Order in that Transmission Customers were 
receiving the benefit of the services that led to the monetary penalty.  

III. EFFECTIVE DATES/REQUEST FOR WAIVER 

SPP respectfully requests the Commission approve this filing with an effective date of 
July 10, 2013, and requests waiver of any Commission notice requirements that 
would prohibit such effective date. Good cause exists to allow the proposed revisions 
to be effective on the date requested in accordance with the Commission’s waiver of 
notice requirement codified in Section 35.11 of the Commission’s Regulations, 18 
C.F.R. § 35.11. First, the requested effective date is consistent with the date approved 
by the Commission for the Consent Agreement, and it would be reasonable in this 
circumstance to approve a retro-active effective date. Second, SPP stakeholders have 
determined that the monetary penalty be recovered by SPP pursuant to a Schedule 1-
A charge. Further, Commission approval with the requested effective date would 
allow SPP to recover the costs of the monetary penalty in a manner consistent with 
Attachment AP of the Tariff and the Commission’s directives in the Guidance Order. 
Finally, granting SPP’s requested effective date and the mechanism proposed herein 
would allow SPP to pass-through the costs of the monetary penalty in a reasonable 
and just manner consistent with SPP’s status as a nonprofit RTO that must remain 
revenue neutral.  

As the recovery mechanism proposed in this filing meets the fairness and other 
principles applied by the Commission, SPP respectfully requests that the Commission 
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find this filing just and reasonable and allow SPP to recover the monetary penalties 
from Transmission Customers through Schedule 1-A of the Tariff.   

IV. ADDITIONAL INFORMATION 

A. Documents Submitted with this Filing: 

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

Exhibit SPP-1:  Attachment AP (Allocation of Costs Associated with 
Reliability Penalty Assessments) 

Exhibit SPP-2: Compliance Operations (FERC Order 693) Audit 
Report dated November 12, 2013 

Exhibit SPP-3: Schedule 1-A (Tariff Administration Charge) 

Exhibit SPP-4:  Recommendation of Corporate Governance 
Committee dated October 29, 2013 

B. Service: 

SPP has electronically 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. 

C. 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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V. CONCLUSION 

For all of the foregoing reasons, SPP respectfully requests that the Commission 
approve SPP’s request to recover the penalty costs assessed in the Consent 
Agreement from all Transmission Customers through the Schedule 1-A charge; and 
that such approval is effective July 10, 2013.   

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. 



Exhibit SPP-1 

Attachment AP to SPP Tariff  
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ATTACHMENT AP 

ALLOCATION OF COSTS ASSOCIATED WITH RELIABILITY PENALTY 

ASSESSMENTS

Under the NERC Functional Model and NERC Rules of Procedure, the Transmission 

Provider may be assessed penalties for confirmed violations of the NERC Reliability Standards.  

The purpose of this Attachment is to provide notice to all Market Participants, Members, and 

Terminated Members (as defined in this Attachment AP) that they may potentially be 

responsible for penalty costs assessed against the Transmission Provider for confirmed violations 

of any NERC Reliability Standard.  Market Participants, Members, and Terminated Members 

may be either directly assigned such penalty costs, if it is determined that they are responsible for 

or have directly contributed to the confirmed violations at issue, or may be assigned a portion of 

the costs, if the Transmission Provider is assessed a monetary penalty either due to its own 

confirmed violation or its status, as a Registered Entity under the NERC Functional Model and 

NERC Rules of Procedure.

This Attachment also provides for the recovery of costs associated with penalties 

assessed against the Transmission Provider for confirmed violations of NERC Reliability 

Standards resulting from a confirmed violation of NERC Reliability Standards by a Market 

Participant(s), Member(s), Terminated Member(s), the Transmission Provider, or another entity 

for whom Transmission Provider is assessed a penalty due to its status as a Registered Entity 

under the NERC Functional Model and NERC Rules of Procedure.  Under this Attachment, the 

Transmission Provider may seek recovery of the costs associated with any monetary penalty by 

filing under section 205 of the Federal Power Act for direct recovery of penalty costs from one 

or more Market Participants, Members, or Terminated Members and/or for an allocation of 

penalty costs among all Market Participants, Members, and Terminated Members.  Additionally, 

this Attachment provides for the participation of Market Participants, Members, and Terminated 

Members in the penalty assessment process with the Transmission Provider if the Market 

Participant, Member, or Terminated Member is alleged to have been directly involved in the 

event causing the potential penalty.



Open Access Transmission Tariff, Sixth Revised Volume No. 1 --> Attachment AP Allocation of Costs Associated With ...

Effective Date: 9/23/2013 - Docket #: ER13-2033-000 - Page 2

1.  Definitions

All defined terms in this Attachment shall have the meaning given to them in the Tariff 

unless otherwise stated below. 

Compliance Monitoring and Enforcement Program – The program used by NERC and the 

Regional Entities to monitor, assess, and enforce compliance with Reliability Standards within 

the United States.  This is accomplished through compliance monitoring and audits, as well as 

the conduct of investigations and the assessment of monetary and non-monetary penalties for 

violations.

Electric Reliability Organization or ERO – An organization certified by the Commission to 

develop and enforce mandatory reliability standards and assess penalties against users, owners 

and operators of the bulk power system that violate such standards. 

North American Electric Reliability Corporation (“NERC”) – The organization designated 

as ERO by the Commission on July 20, 2006.

NERC Compliance Registry – The registry maintained by NERC that records which Registered 

Entity is responsible for performing the set of functions required to ensure compliance with each 

NERC Reliability Standard.

NERC Functional Model – The Model defining the set of functions that must be performed to 

ensure the reliability of the electric bulk power system.  The NERC Reliability Standards 

establish the requirements of the responsible entities that perform the functions defined in the 

Functional Model.

NERC Reliability Standards – Standards developed by NERC and approved by the 

Commission to ensure reliability of the bulk power system, violation of which may result in the 

imposition of mitigation programs or monetary penalties.
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NERC Rules of Procedure – The rules and procedures developed by NERC and approved by 

the Commission.  These rules include the process by which a responsible entity, who is to 

perform a set of functions to ensure the reliability of the electric bulk power system, must 

register as a Registered Entity.

Registered Entity – The entity registered under the NERC Functional Model and NERC Rules 

of Procedures for the purpose of compliance with NERC Reliability Standards and responsible 

for carrying out the tasks within a NERC function without regard to whether a task(s) is 

performed by another entity pursuant to the terms of its governing documents.  

Regional Entity (RE)– NERC has designated the Transmission Provider as “Regional Entity” in 

the SPP region and has delegated ERO functions to Transmission Provider in the region.

Terminated Member – An entity that was a Member of SPP at the time that the conduct giving 

rise to a reliability penalty occurred, but that has since terminated its SPP Membership.

2.  Direct Assignment of Costs Where Violation Can Be Directly Assigned

The purpose of this section of this Attachment is to provide notice to all Market 

Participants, Members, and Terminated Members that they may potentially be responsible for 

reliability penalty costs assessed in the event that the Market Participant’s, Member’s, or 

Terminated Member’s conduct or omission contributed to the violation(s) for which a monetary 

penalty was assessed to the Transmission Provider.  This section provides for notification for the 

potential direct assignment of costs related to reliability violations that may be assessed to the 

Transmission Provider.  The Transmission Provider shall notify, in writing, any potentially 

affected Member(s), Market Participant(s), or Terminated Members of an alleged violation as 

soon as possible after notifications by the RE or NERC of the commencement of procedures 

under the Compliance Monitoring and Enforcement Program.  In addition, the Transmission 

Provider will invite the affected Member(s), Market Participant(s), or Terminated Member(s) to 

fully participate in all discussions and/or proceedings under the Compliance Monitoring and 

Enforcement Program.
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If there is i) an assessment of a monetary penalty against the Transmission Provider as 

the Registered Entity for a confirmed violation of a NERC Reliability Standard(s) and ii) as a 

result of proceedings under the Compliance Monitoring and Enforcement Program, it is 

determined that one or more Market Participants, Members, Terminated Members, or Registered 

Entities are deemed to have directly contributed to or found to have been a “root cause(s)” of 

such confirmed violation(s), such Market Participant(s), Member(s), or Terminated Member(s) 

may be assessed a portion of or all of the monetary penalty; provided that all of the following 

conditions have been satisfied:

(1) During the course of an investigation by NERC, the RE or the Commission regarding 

the possibility of a Transmission Provider alleged violation of a NERC Reliability 

Standard, if the Transmission Provider believes that a Market Participant(s), Member(s), 

or Terminated Member(s) may have contributed to the violation under investigation, the 

Transmission Provider will provide a) reasonable prior written notice to the Market 

Participant(s), Member(s), or Terminated Member(s) that the Transmission Provider 

believes may have contributed to the violation and that it intends to seek to hold the 

Market Participant(s), Member(s), or Terminated Member(s) responsible for a portion of 

or all of the monetary penalties that result; and b) the Market Participant(s), Member(s), 

or Terminated Member(s) is provided the opportunity to fully participate in all 

discussions and/or proceedings under the Compliance Monitoring and Enforcement 

Program.

(2) In addition to the Transmission Provider providing sufficient notice to a Market 

Participant(s), Member(s), or Terminated Member(s) under Section 2(1) of this 

Attachment, it will also provide notice to NERC, the RE and the Commission of its 

allegations that the Market Participant(s), Member(s), or Terminated Member(s) may 

have contributed to the alleged violation and that the Transmission Provider intends to 

hold the Market Participant(s), Member(s), or Terminated Member(s) responsible for a 

portion of or all of the monetary penalties that result from the investigation which 

determines to what extent the Market Participant(s), Member(s), or Terminated 
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Member(s) contributed to or was a “root cause(s)” of the confirmed violation; (3) If, as a 

result of proceedings under the Compliance Monitoring and Enforcement Program, it is 

determined that the Market Participant(s), Member(s), or Terminated Member(s) cited by 

the Transmission Provider contributed to or was a “root cause(s)” of the alleged violation, 

the Transmission Provider will seek to hold the Market Participant(s), Member(s), or 

Terminated Member(s) responsible for a portion of or all of the monetary penalty 

assessed as a result of the confirmed violation by making a filing with the Commission 

under section 205 of the Federal Power Act to assign a portion of or all of the costs of the 

monetary penalty directly to the Market Participant(s), Member(s), or Terminated 

Member(s);

(4) If the Commission accepts the filing, the Market Participant(s), Member(s), or 

Terminated Member(s) shall be responsible for its portion of the monetary penalty as 

determined by the Commission’s order on the section 205 filing.

3.  Spreading of Costs Where Violation Cannot Be Directly Assigned

The purpose of this section of this Attachment is to provide notice to all Market 

Participants, Members, and Terminated Members that they may potentially be responsible for 

reliability penalty costs assessed to the Transmission Provider that cannot be directly assigned 

under Section 2 of this Attachment.  This section provides for a spreading of a portion of or all of 

such reliability penalty costs among all Market Participants, Members, and Terminated Members 

where the Transmission Provider itself is responsible for a confirmed violation of a Reliability 

Standard or where the Transmission Provider is assessed a penalty because of its status as a 

Registered Entity for a given Reliability Standard and the entity responsible for the violation 

cannot be assessed a penalty because of its status.  The Transmission Provider shall notify, in 

writing, any potentially affected Market Participant(s), Member(s), or Terminated Member(s) of 

an alleged or confirmed violation as soon as possible after notifications by the RE or NERC of 

the commencement of procedures under the Compliance Monitoring and Enforcement Program.  

In addition, the Transmission Provider will i) invite the affected Member(s), Market 

Participant(s), or Terminated Member(s) to fully participate in all discussions and/or proceedings 
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under the Compliance Monitoring and Enforcement Program and ii) timely report status and 

results of the findings and remedies to the Market Participants, Members, and Terminated 

Members.

If there is an assessment of a monetary penalty against the Transmission Provider as the 

Registered Entity for a confirmed violation of a NERC Reliability Standard(s), either: (1) as a 

result of the Transmission Provider’s own conduct or omission that resulted in a confirmed 

violation; or (2) as a result of a violation by another entity for whom the Transmission Provider 

is the Registered Entity where the entity is not on the NERC Compliance Registry and therefore 

cannot be directly assessed a penalty because of its status; Market Participants, Members, and 

Terminated Members may be assessed a portion of the monetary penalty providing the following 

conditions have been satisfied:

(1) The Transmission Provider has made a filing under section 205 of the Federal Power 

Act proposing a methodology to allocate a portion of or all of the costs of the monetary 

penalty among the Market Participants, Members, and Terminated Members;

(2) If the Commission accepts the filing and finalizes such penalty allocations to the 

Market Participants, Members, and Terminated Members.



Exhibit SPP-2 

Compliance Operations (FERC Order 693) Audit Report  



 Confidential Information (including Privileged and Critical Energy Infrastructure Information) – Has Been Removed 

 

 

NERC ID(s): Registered Entity Name(s) 

NCR01143 Southwest Power Pool  

 

Reliability Standards 
Audit Scope: 

Compliance Operations (FERC Order 693) Audit 
Report  

Compliance 
Monitoring Process: 

Compliance Audit 

Distribution: Public Version. Confidential Information Has Been 
Removed, Including Privileged and Critical Energy 
Infrastructure Information. 

Lead Region: SERC Reliability Corporation (SERC) 

Dates of Audit: From September 23, 2013 to September 26, 2013 

Date of Report: November 12, 2013 

Possible Violations 
Identified: 

None (zero) 

Jurisdiction:   United States 

 
 

3353 Peachtree Road NE  
Suite 600, North Tower 

Atlanta, GA 30326 
404-446-2560 | www.nerc.com 



 Confidential Information (including Privileged and Critical Energy Infrastructure Information) – Has Been Removed 

 

Table of Contents 

I. Executive Summary ............................................................................................................... 3 

II. Audit Process .......................................................................................................................... 4 

Objectives .......................................................................................................................... 4 

Scope ................................................................................................................................. 4 

Confidentiality and Conflict of Interest .......................................................................... 5 

Methodology ...................................................................................................................... 5 

Company Profile ............................................................................................................... 6 

Audit Participants ............................................................................................................. 6 

III. Audit Findings ......................................................................................................................... 9 

IV. Areas of Concern and Recommendations ....................................................................... 10 

V. Compliance Culture ............................................................................................................. 11 

 
 



 Confidential Information (including Privileged and Critical Energy Infrastructure Information) – Has Been Removed 

Date of Southwest Power Pool Audit: September 23 – 26, 2013  
Date of Report: November 12, 2013  3 

I. Executive Summary 
SERC Reliability Corporation (SERC) and Midwest Reliability Organization (MRO) conducted a 
Multi-Regional Registered Entity (MRRE) Operations & Planning compliance audit of Southwest 
Power Pool (SPP), NERC ID NCR01143 from September 23 – 26, 2013.  It should be noted that 
SPP is also registered in the Southwest Power Pool Regional Entity (SPPRE) footprint and that 
SERC conducted the audit on behalf of the SPPRE as set forth in the Agreement between 
SERC Reliability Corporation and Southwest Power Pool Regional Entity. 
 
At the time of the audit, SPP was registered for the functions of Interchange Authority (IA), 
Planning Authority (PA), Reliability Coordinator (RC), Reserve Sharing Group (RSG), 
Transmission Planner (TP), and Transmission Service Provider (TSP).   
 
The audit team evaluated SPP for compliance with 149 requirements and sub-requirements in 
the 2013 NERC Compliance Monitoring and Enforcement Program (CMEP) and the SERC 
CMEP Implementation Plan. The team assessed compliance with the NERC Reliability 
Standards (and Regional Reliability Standards if applicable) for the period of September 27, 
2010 through September 26, 2013.  SPP submitted evidence for the team’s evaluation of 
compliance with requirements. The team reviewed and evaluated all evidence provided to 
assess compliance with reliability standards applicable to SPP at this time. Based on the 
evidence provided, no findings were noted for the standards and applicable requirements in 
scope for this engagement. 
 
The team notified SPP of 2 Recommendations. 
 
The SERC audit team lead certifies that the audit team adhered to all applicable requirements of 
the NERC Rules of Procedure (ROP) and Compliance Monitoring and Enforcement Program 
(CMEP).1 
 

                                                      
1 This statement replaces the Regional Entity Self-Certification process. 
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II. Audit Process 
The compliance audit process steps are detailed in the NERC Rules of Procedure, the NERC 
CMEP, and the SERC CMEP Implementation Plan. The Compliance Monitoring and 
Enforcement Program generally conforms to the United States Government Auditing Standards 
and other generally accepted audit practices. 
 

Objectives 
All registered entities are subject to compliance assessments with all reliability standards 
applicable to the functions for which the registered entity is registered2 in the Region(s) 
performing the assessment. The audit objectives are to: 

• Review compliance with the requirements of reliability standards that are applicable to 
SPP, based on the functions that SPP is registered to perform;  

• Validate compliance with applicable Reliability Standards from the NERC 2013 
Implementation Plan list of actively monitored standards, and additional NERC Reliability 
Standards selected by SERC;  

• Validate compliance with applicable Regional Reliability Standards from the SERC 2013 
Implementation Plan list of actively monitored standards, if applicable; 

• Validate evidence of self-reported violations and previous self-certifications; 

• Observe and document SPP’s compliance program and culture; 

• Review the status of open mitigation plans. 

Scope 
The scope of the compliance audit included the NERC Reliability Standards from the SERC 
2013 CMEP Implementation Plan. In addition, this included a review of mitigation plans or 
remedial action directives that were open during the audit. The standards and requirements that 
were in-scope for this audit are listed in Table 1 below: 
 

                                                      
2 NERC Rules of Procedure, Appendix 4C, Section 3.1, Compliance Audits. 

Table 1.  Audit Scope 
Standards Requirement(s) & Sub-Requirement(s) 
BAL-002-1 R3, R3.1 
CIP-001-2a R2, R3 

COM-001-1.1 R1, R1.1, R1.2, R1.3, R1.4, R2 
COM-002-2 R2 

EOP-002-3.1 R8 
EOP-004-1 R3, R3.4 
EOP-006-1 R2, R5 
EOP-006-2 R1.1, R4, R4.1, R5, R5.1, R10, R10.1 
EOP-008-0 R1, R1.1, R1.3, R1.5, R1.6 
EOP-008-1 R1.3, R1.4, R3, R6 
FAC-014-2 R1 
IRO-002-1 R2 
IRO-002-2 R6, R8 



 Confidential Information (including Privileged and Critical Energy Infrastructure Information) – Has Been Removed 

Date of Southwest Power Pool Audit: September 23 – 26, 2013  
Date of Report: November 12, 2013  5 

 
The team did not expand the scope of the audit beyond what was stated in the notification 
package.  
 

Confidentiality and Conflict of Interest 
Confidentiality and conflict of interest of the audit team are governed under the SERC 
Delegation Agreement with NERC, and Section 1500 of the NERC Rules of Procedure. SPP 
was informed of SERC’s obligations and responsibilities under the agreement and procedures. 
The work history for each team member was provided to SPP, which was given an opportunity 
to object to a team member’s participation on the basis of a possible conflict of interest or the 
existence of other circumstances that could interfere with a team member’s impartial 
performance of duties. SPP had not submitted any objections by the stated 15-day objection 
due date and accepted the team member participants without objection. There were no denials 
or access limitations placed upon this team by SPP.  
 

Methodology 
The audit team reviewed the evidence submitted by SPP and assessed compliance with the 
requirements of the applicable reliability standards. SERC provided SPP with a Request for 
Information (RFI) prior to commencement of the audit. SPP provided Pre-Audit evidence at the 
time requested, or as agreed upon, by SERC. Additional evidence could be submitted until the 
agreed-upon deadline prior to the exit briefing. After that date, only data or information that was 
relevant to the content of the report or its finding could be submitted with the agreement of the 
audit team lead.  
 
The audit team reviewed documentation provided by SPP and requested additional evidence 
and sought clarification from subject matter experts during the audit. The evidence submitted in 
the form of policies, procedures, emails, logs, studies, data sheets, etc. were validated, 
substantiated, and cross-checked for accuracy as appropriate. Where sampling is applicable to 
a requirement, the sample set was determined by a statistical methodology, along with 
professional judgment.  

IRO-004-2 R1 
IRO-005-3.1a R1, R6, R9, R10, R12 
IRO-010-1a R1, R1.1, R1.2, R1.3, R1.4 
MOD-001-1a R2, R2.1, R2.2, R2.3, R3, R3.1, R3.2, R3.2.1, R3.2.2, R3.3, 

R3.4, R3.5, R3.6, R3.6.1, R3.6.2, R3.6.3, R4, R4.1, R4.2, 
R4.3, R4.4, R4.5, R4.6, R5, R7, R8, R8.1, R8.2, R8.3, R9, 

R9.1, R9.1.1, R9.1.2, R9.1.3, R9.2 
MOD-004-1 R1, R1.1, R1.2, R1.3, R2, R5, R5.1, R5.2, R6, R6.1, R6.2, R7, 

R8, R9, R9.1, R9.2, R11, R12, R12.1, R12.2, R12.3 
MOD-030-2 R1, R1.1, R1.2, R1.2.1, R1.2.2, R1.2.3, R1.2.4, R4, R5, R5.1, 

R5.2, R5.3, R6, R6.1, R6.1.1, R6.1.2, R6.2, R6.2.1, R6.2.2, 
R6.3, R6.4, R6.5, R6.6, R6.7, R7, R7.1, R7.2, R7.3, R7.4, 
R7.5, R7.6, R7.7, R8, R9, R10, R10.1, R10.2, R10.3, R11 

PER-005-1 R1.3, R2, R2.1, R3 
TOP-002-2.1b R18 
TPL-003-0a R3 
TPL-004-0 R2 
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The findings were based on the facts and documentation reviewed, the team’s knowledge of the 
bulk electric system (BES), the NERC Reliability Standards, and professional judgment. All 
findings were developed based upon the consensus of the team.  
 

Company Profile 
The Southwest Power Pool is one of nine Regional Transmission Organizations/Independent 
System Operators, one of eight Regional Entities, and one of eight Regional Reliability Councils. 
The SPP operating region covers 370,000 square miles of service territory, 48,638 miles of 
transmission lines, and manages the power grid in all or part of nine states:  Arkansas, Kansas, 
Louisiana, Mississippi, Missouri, Nebraska, New Mexico, Oklahoma, and Texas. SPP has 65 
members that consist of 16 investor-owned utilities, 12 cooperatives, 11 municipal systems, four 
state agencies, eight independent transmission companies, nine independent power 
producers/wholesale generation, and 10 marketers.   
 
 

Audit Participants 
Following is a list of all personnel from the SERC audit team and SPP who were directly 
involved during the meetings and interviews.  
 
 
SERC Team 

Role Title Entity 

Audit Team Lead Senior Compliance Auditor SERC 

Team Member Senior Compliance Auditor SERC 

Team Member Senior Compliance Auditor SERC 

Team Member Compliance Auditor SERC 

Team Member Associate Compliance Auditor SERC 

Team Member Program Support Assistant SERC 

Team Member Compliance Audit Specialist MRO 

Team Member Compliance Engineer MRO 

Observer Lead Compliance Specialist SPP-RE 

Observer Electrical Engineer FERC 

Observer Auditor FERC 
 
 
 
 
 



 Confidential Information (including Privileged and Critical Energy Infrastructure Information) – Has Been Removed 

Date of Southwest Power Pool Audit: September 23 – 26, 2013  
Date of Report: November 12, 2013  7 

SPP Participants 

Title Entity 

Director, Compliance  SPP 

Supervisor of Modeling and Data Integrity SPP 

Supervisor of AFC Support SPP 

Operations Analyst SPP 

Engineer, AFC Support SPP 

Engineer II, AFC Support SPP 

Engineer II, EMS Modeling SPP 

Senior Event Analyst SPP 

Compliance Analyst II SPP 

Senior Operations Analyst SPP 

IT Tech Lead, Networking SPP 

Manager of Operations Engineering SPP 

Supervisor of Reliability SPP 

Reliability Coordinator SPP 

Lead Reliability Coordinator SPP 

Supervisor of Customer Training SPP 

Senior Compliance Analyst SPP 

Senior Compliance Engineer SPP 

Manager of System Operations SPP 

Manager of Performance Support SPP 

Lead Compliance Analyst SPP 

Senior Performance Support Trainer SPP 

Supervisor of Operational Planning SPP 

Supervisor of IT Applications Support SPP 

Vice President, Chief Compliance Officer  SPP 

Vice President, Engineering SPP 

Vice President, Operations SPP 

Director, Planning SPP 

Sr. Vice President, Regulatory and General Counsel SPP 
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Security Analyst II SPP 

Outreach Coordinator SPP 

Technical Documentation Specialist II SPP 

Director, Operations Support SPP 

Director, Systems Operations SPP 
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III. Audit Findings 
 
Based on the results of this audit, no findings were noted for the standards and applicable 
requirements in scope for this engagement. 
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IV. Areas of Concern and Recommendations 
 
The audit team identified and informed SPP of 2 Recommendations. The specific details of each 
Recommendation are described below.  
 

1. SPP should review its unwritten operating practices and prepare documentation in the 
form of process documents and procedures to use and to supplement its training of all 
operators to provide for more consistent reliable operations going forward.  

2. SPP should assure that their back-up functionality is thoroughly tested, including the DR 
EMS (back-up), as the DR is a vital part of the back-up scheme.  
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V. Compliance Culture 
 
The SERC audit team performed an assessment of SPP’s compliance culture in conjunction 
with the audit process. The assessment was accomplished through a review of responses to the 
Internal Compliance Survey questionnaire and additional information that was gathered during 
interviews and observations. This included an assessment of factors that characterize vigorous 
and effective compliance programs including:  

Active engagement and leadership by senior management;  

• Affective, in-practice preventive measures appropriate to the circumstances of the 
company; 

• Prompt detection of problems, cessation of misconduct, and reporting of a violation;  

• Remediation of the misconduct. 
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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.
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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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Southwest Power Pool, Inc. 

CORPORATE GOVERNANCE COMMITTEE 

Recommendation to the Board of Directors 

October 29, 2013 

Recovery of FERC Penalty 

 

Organizational Roster 

The following persons are members of the Corporate Governance Committee: 

Nick Brown (Chairman)  
Ricky Bittle, AECC 
Jason Fortik, LES 
John McClure, NPPD 

Jim Eckelberger, Director 
Robert Janssen, Dogwood  
Mel Perkins, OG&E 
Stacy Duckett (Staff Secretary) 
 

Background 

On July 10, 2013, FERC issued an Order Approving Stipulation and Consent Agreement approving an 
agreement between SPP and FERC to settle an investigation conducted by FERC into possible violations 
of Reliability Standards associated with SPP’s reliability coordination of a portion of the Bulk Power 
System.  FERC initiated an investigation into whether SPP had complied with Reliability Standards 
applicable to an event that occurred on December 26, 2007. This investigation focused on SPP’s 
functioning as a NERC-registered reliability coordinator both as the ICT and for the SPP RTO. SPP 
agreed to pay a total civil penalty of $50,000, and to conduct other mitigation described in the Stipulation 
and Consent Agreement. While FERC and NERC staff concluded that SPP violated two requirements of 
two Reliability Standards, SPP neither admits nor denies FERC and NERC’s determinations. 

Attachment AP of the SPP Open Access Transmission Tariff (“Tariff”) requires SPP to submit a filing to 
recover the cost of such payment and to propose to FERC how such cost should be allocated within SPP.  

Analysis 

At the time of the alleged violations, SPP was acting under the Tariff in the provision of tariff services.  
Tariff Schedule 1-A permits SPP to collect from Tariff Customers up to 100% of its expenses and other 
costs not otherwise collected.  Utilizing Schedule 1-A for the recovery of the settlement amount would 
ensure that the cost associated with the FERC penalty is borne by Customers receiving tariff services 
rather than requiring that such cost be borne solely by SPP’s membership. 
 
Recommendation 

The Corporate Governance Committee recommends to recover and allocate the costs of the FERC 
penalty under Schedule 1-A. 

 

Approved: Corporate Governance Committee August 29, 2013 

 Unanimous 

 

Action Requested: Approve Recommendation 
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