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SOUTHWEST POWER POOL 
Z2 TASK FORCE MEETING 

November 1, 2016 
Kansas City Power & Light Offices, Kansas City, Missouri 

10:00 a.m. – 4:00 p.m. 
DRAFT MINUTES 

 
Agenda Item 1 – Call to Order, Introductions and Welcome 
Z2 Task Force Chair, Denise Buffington, welcomed everyone to Kansas City, Missouri and 
started the meeting at 10:01 am.  There were 20 in attendance (Attachment 1 – Attendance 
List) and several on the phone and webex.    
 
Agenda Item 2 – Action Item review 
Bruce Rew reviewed the actions items from the September 30 meeting.  Three prior action 
items were identified and provided below along with the responses. 
 
September 30, 2016 Action Items: 

· Agenda Item 4 – Charles Locke will confirm the models used to assess KEPCO’s transmission 
request and what was represented in the models during those evaluations.  This will be done 
prior to the Market & Operations Policy Committee (MOPC) meeting.  SPP distributed a letter 
with an explanation of the models used on October 10, 2016.   
 

· Agenda Item 4 – SPP staff will determine how much of the DAUC is creditable to date.  This is 
still a work in progress and being looked at.  Charles Locke estimated the impact to be in the 5-
10% range. 
 

· Agenda item 5 – Staff will distribute information about how other regions are handling 
compensation when directly assigned costs are incurred for system expansion.  SPP distributed a 
memo from Wright & Talisman discussing what other ISO/RTO’s have in place.  The memo is 
posted on the Z2TF page on SPP.org.  Staff is on the agenda to provide an overview of the memo 
and presentation at the meeting.   

 
Agenda Item 3 – Review and Approve September 30 minutes 
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Bruce Rew presented the draft meeting minutes along with proposed revisions.  One additional 

action item was added to the list noting the distribution of the Wright & Talisman memo on 

other ISO/RTO compensation for upgrades.  Additional minor corrections to the minutes were 

also noted and updated.  Larry Holloway made a motion to approve the minutes and it was 

seconded by Grant Wilkerson.  The September 30, 2016, minutes were approved by voice vote 

and will be posted on Z2TF section of the SPP web site. 

 
Agenda Item 4: Review Board of Directors Action 
Bruce Rew updated the Task Force on what occurred at the MOPC and Board of Directors on 

the Z2 action (Attachment 2 – Board of Directors Action).  The Z2TF recommendation to not 

approve waivers and to follow the tariff was presented at the MOPC meeting.  The MOPC voted 

to approve the recommendation with a roll call vote of 83% in support.  The MOPC also voted 

and turned down a motion to approve waivers for the City of Prescott, AR.  This 

recommendation was presented to the Board of Directors.  Since this recommendation was for 

the SPP to follow the Tariff it did not require the Board to take an affirmative action.  The Board 

heard KEPCO’s concerns and asked that specific recommendation be brought for it to consider.  

Two motions were developed and presented at the SPP Board of Directors meeting: 

 

1. Direct the SPP staff to use for historical period the following interpretation of the Z2 

language in the Tariff:  For a transmission reservation to be assigned a transmission 

credit payment obligation under Attachment Z2 for an upgrade that adds capacity to the 

system, that upgrade must have been included in the original aggregate study model 

that was used to determine transmission service.   

2.  The executed transmission service agreement must explicitly include a directly assigned 

upgrade cost for payment of credits under Attachment Z2 in order to be directly 

assigned to the Transmission Customer. 
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The two requests received a motion to approve but not a second and were therefore not acted 

on.   The Board had good discussion on the Z2 concerns and comments were presented 

supporting both actions. 

 

The Task Force had additional discussion on Tariff Attachment Z2.   Denise Buffington stated 

that she desired to have a review of Z2 and to determine what is a FERC mandated requirement 

and what if any of Z2 was done on SPP’s initiative.  SPP Staff took an action item to provide back 

to the Task Force a review of Z2 and background on why requirements were put in the Tariff.   

The Task Force also discussed why we are trying to improve Z2.  Or another way to say it is, 

what are we trying to fix.  It was decided to discuss this after Charles Locke completes review of 

other ISO/RTO’s compensation methods. 

 

Agenda Item 5: Review of other ISO/RTO compensation for upgrades 
The Z2TF was provided a memo from SPP’s Washington DC legal firm Wright & Talisman.  

Charles Locke presented an overview of the memo (Attachment 3 – RTO Compensation for 

Upgrades).  Charles went through each of the ISO/RTO’s in the memo.  The majority of the 

other regions use an incremental ARR approach.  After some discussion it was requested that 

SPP research if other regions provide for credits in the broad areas that SPP does such as 

generation interconnection, network transmission service, and sponsored upgrades.  The Task 

Force also spent some time discussing the Incremental Long-Term Transmission Congestion 

Rights (ILTCR’s) and how appropriate they are for the SPP region.   

 

The Task Force spent some time discussing why SPP needs to fix Z2.  Z2 has been in place for 

several years and it has been modified as required by FERC.  Additionally, SPP has changed 

significantly from the original energy imbalance market to the full Integrated Marketplace 
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currently in plan.  A discussion was held to identify specific goals for improvement.  The 

following items were identified as items that can or should be improved regarding Z2. 

Problems to Solve for Z2 

1. “But For” test determination 
2. Price certainty for market participants (TSR Process and schedule 11 certainty)  
3. Shadow Settlement capability 
4. Reduce SPP Staff burden to manage 
5. Z2 impact on Schedule 11 forecasts 
6. Any Cost oversight could be either directly assigned or base plan allocated 
7. Third party facilities 
8. PTP redistribution 
9. Model consistency 

This list will provide the Z2TF a list to examine as we proceed looking at potential 

improvements to the Z2 process.  Staff was given an action item to develop a base line cost 

estimate on what it takes to support the Z2 system on an annual going forward basis.  Staff was 

also charged with documenting the process for modeling fixes and enhancements.   The Task 

Force discussed a variety of items related to Z2 from historical standpoint and the need for 

scrutiny of transmission upgrade costs of facilities allocated under this process.  

 

Agenda Item 6: SPP Staff Z2 enhancement options 
Next Bruce Rew presented the staff’s work on potential options for Z2 enhancements 

(Attachment 4 – Staff Z2 Enhancement Strawman).   Bruce pointed out that staff is not 

recommending one of the options but is providing these to generate thought and discussion on 

different ways that SPP can improve Z2.  The six potential improvement options are: 

1. Base Plan Funding 

2. Reverse Engineering 

3. Upgrade Sponsor Facilities Rider 

4. Construction Credits 
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5. Toll Road Option 

6. Incremental LTCR’s 

Each of these was discussed with the pros and cons of each methodology reviewed.  Significant 

discussion was held on the Incremental LTCR’s as that is most prevalent approach in other 

regions and already part of our Tariff.  The ILTCR’s are an option instead of cash compensation 

for use.  Bruce did point out that although it is in the Tariff it has not been used. 

 

Agenda Item 7: Z2 improvement options discussion 
The Task Force discussed potential options throughout the meeting.  It was determined that 

additional information would be beneficial to make a more informed choice on improvement 

alternatives.  The next meeting will be focused on informing everyone on how Z2 works and 

potential on-going impacts necessary to support it.  The Task Force is focusing on achieving the 

goal of having a recommendation in front of the MOPC at their April 2017 meeting.   

 
Agenda Item 8 – Next Steps 
The Task Force will meet on November 29, 2016, at the AEP offices in Dallas.  The meeting will 

be an educational session on the history and purpose of Z2 and how it interacts with current 

SPP responsibilities.    The Task Force also scheduled the follow up meeting to be held at the 

AEP offices on Monday, January 16, also at the AEP offices.  This meeting is scheduled the day 

prior to the Market and Operations Policy Committee in Dallas.   

 

Agenda Item 9 – Action Items 
The following action items were noted from the meeting. 
 
Action Items: 

· Agenda Item 4 – SPP Staff will provide a summary of the Tariff requirements of Attachment Z2 
and why SPP has included those in the Tariff.  The Task Force is looking to determine where the 
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requirements generated from and are they FERC mandated or something that was developed by 
SPP.   
 

· Agenda Item 5 – SPP staff will research to determine if other regions provide credits like SPP 
does in the wide variety of areas such as generation interconnection, sponsored upgrades, and 
network transmission service.     
 

· Agenda item 5 – Staff to develop a base line cost estimate to support the Z2 effort on an annual 
going forward basis and provide this to the Z2TF.  

 
· Agenda item 5 – Staff to document process for SPP modeling in the planning process. 

 
Agenda Item 10 – Next Meeting 
Future Z2TF Meetings: 
 
Z2TF Meeting – Tuesday, November 29, 2016 (9:00 a.m. – 3:00 p.m.) 
Location: AEP Offices – Dallas, TX 
Room: Meeting room on the 42nd floor 
 
Z2TF Meeting – Monday, January 16, 2017 (10:00 a.m. – 5:00 p.m.) 
Location: AEP Offices- Dallas, TX 
Room: 8th Floor 
 
Agenda Item 7 – Adjournment 
With no other business Denise Buffington adjourned the meeting at approximately 3:11 p.m. 
 
Respectfully Submitted – Bruce Rew, Z2TF Staff Secretary 
 







Z2 Staff Improvement 
Strawman

Bruce Rew

November 1, 2016
2



Z2 Strawman Development

• SPP Staff development Strawman to facilitate 
discussion of potential changes or 
enhancements to Z2

• Staff does not provided a recommendation but 
looks at multiple options that could potentially 
be an improvement to the current process

• No constraints on potential enhancements were 
given to the Staff.   

• Some SPP Staff participants were familiar with 
Z2 details and some were not to provide a mix 
of ideas
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Staff Z2 Strawman

• Brainstorming session was held to look at 
possible options to improve Z2

• Goal was to make Z2 simpler
ñ It had to be clear in able to make proper business 

decisions
ñ Able to be shadow settled by MP’s 
ñ Reduce the amount of staff and member 

resources required to manage
• Six different methodologies were developed 

by the team.  
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Potential Improvement 
Methodologies  

5

1. Base Plan Funding
2. Reverse Engineering
3. Upgrade Sponsor Facilities Rider
4. Construction Credits
5. Toll Road Option
6. Incremental LTCR’s



1. Base Plan Funding
• Concept:  All upgrades, regardless of their source of origin, 

would be included in the current cost allocation methodology.

• Process:  All facilities approved through the SPP planning 
process are Base Plan funded.  

• Pro’s: Simple, Reflects how SPP plans and operates the system, 
planning process can easily handle change from Z2

• Con’s:  Regional funding concerns, change to Tariff definition 
of Base Plan, could impact Order 1000
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2. Reverse Engineering
• Concept:  SPP would reverse engineer Z2 process to look for 

ways to make it more efficient

• Process:  A team of eight Z2 experts looked for way to 
eliminate or simplify Z2 processes.  Team developed eight 
proposals for improvement to the process

1. Annual Z2 billing

2. Schedule 13

3. Remove Short-Term Transmission Service Request

4. Alternate Source for Transmission Distribution Factors

5. Impact Ratio

6. Remove Short-Term TSR’s from Stacking

7. Utilize ATRR Calculation for PTP CPOs

8. Hybrid (Combination of 1,4, 5, 6 and 7)
7



3. Upgrade Sponsor Facilities 
Rider
• Concept: The use of a Upgrade Sponsor Facilities Rider (USFR) 

to compensate Upgrade Sponsors  

• Process:  Replace majority of Z2 with a USFR until Upgrade 
Sponsors are compensated for a Creditable Upgrade.  

• Pro’s: Risk of recovery still with the Upgrade Sponsor, USFR 
only charged to customers using the facilities, reduces 
complexity of current Z2 process

• Con’s: Some complexity remains in the crediting process, USFR 
required for each upgrade, may be more complex than 
projected.
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4. Construction Credits
• Concept:  Upgrade Sponsors would receive reimbursement to 

offset costs associated with upgrades.

• Process:  Upgrade Sponsor pays for an upgrade and receives 
equal amount of credit applied to future transmission service 
invoicing up to the E&C costs paid to the constructor.    

• Pro’s: Eliminates impact study requirements, based on E&C 
removing revenue requirement, credits applied to future 
service, subsequent Transmission Customers not directly 
assigned costs, can be transferrable

• Con’s: Constructing entity receives E&C but not additional 
recovery, Upgrade Sponsor pays for the facility upfront, 
transferability may be complex
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5. Toll Road Option
• Concept:  Use a toll road approach to new facilities.

• Process:  Upgrade Sponsor will pay for new upgrade and 
receive a toll from subsequent users of the new facility.  

• Pro’s: Easy to understand, simple approach, Transmission 
Service Request like a pre-paid toll pass.

• Con’s: Determination of an appropriate toll rate could be very 
complex, risk for cost recovery is on the Upgrade Sponsor
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6. Incremental LTCR’s
• Concept:  Upgrade Sponsors receive candidate Incremental 

Long-Term Transmission Congestion Rights (ILTCR). 

• Process:  Upgrade Sponsors receive ILTCRs for increase in the 
transmission capability of the due to the expanded capability 
with the upgrade in place.  

• Pro’s: Existing process in SPP Tariff under Attachment Z2, FERC 
has previously required SPP to provide this in the Tariff, ILTCR 
simpler to maintain

• Con’s: Customers have not sought to use this existing Tariff 
provision, Upgrade Sponsors may not receive ILTCRs equal to 
the value of the upgrade cost, SPP staff has to perform a study 
for each upgrade to determine ILTCRs based on path selected
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Z2 Task Force 
Recommendation Update 

Bruce Rew

November 1, 2016
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MOPC Task Force 
Recommendation Action 
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• Z2TF Recommendation on waivers to follow the Tariff 
was presented to the MOPC.   

• Significant discussion followed presentation.
• City of Prescott, Arkansas representatives presented 

their concerns which led to a motion and second to 
waive Prescott’s Z2 charges.  The motion failed

• A motion was made and seconded to accept the Z2TF 
recommendation that SPP follow the Tariff and reject 
all Group B and C waivers.



MOPC Vote on Z2TF Waiver 
Recommendation 
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• A roll call vote was take on motion
• Approved with 83% in support

• Transmission Owners voted with 87% in favor
• Transmission Users voted with 79% in favor

• Recommendation submitted to Board of Directors 
meeting on October 25



Board of Directors Action 
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• During MOPC presentation, Board was updated 
on the Z2TF actions and recommendation to 
follow the Tariff

• The motion to follow the Tariff does not need to 
be approved by the Board

• Significant discussion on Z2 impacts occurred
• KEPCO presented its concerns related to the 

DAUC charges it received
• Board requested a recommendation for action
• KEPCO and Staff worked to develop two motions



Two Motions Proposed 
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1. Direct the SPP staff to use for historical period 
the following interpretation of the Z2 language in the 
Tariff:  For a transmission reservation to be assigned a 
transmission credit payment obligation under 
Attachment Z2 for an upgrade that adds capacity to 
the system, that upgrade must have been included in 
the original aggregate study model that was used to 
determine transmission service.  

2. The executed transmission service agreement 
must explicitly include a directly assigned upgrade 
cost for payment of credits under Attachment Z2 in 
order to be directly assigned to the Transmission 
Customer.



Board Response to Motions 
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• Phyllis Bernard made a motion to accept Motion 1 
and it did not receive a second

• She then made a motion to accept Motion 2 and it 
did not receive a second

• Several comments were made in support of 
moving forward as is without accepting the 
Waivers

• With no motion the Board took no action on Z2 
Waivers







Upgrade Sponsor 
Compensation 
Methods in RTO Tariffs

November 1, 2016

Charles Locke, SPP Regulatory
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Wright & Talisman Research
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• At the request of SPP Staff, Wright & Talisman 
researched the mechanisms applied under other 
RTO Tariffs to compensate entities that sponsor 
network upgrades

• The research included:
• CAISO
• ISO New England
• MISO
• NYISO
• PJM



Summary
• The other five RTOs apply some form of 

compensation through congestion rights or 
auction revenue rights

• Some RTOs also include direct payments by 
Transmission Owners from transmission 
reservations that use GI upgrades
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CAISO
Generator Interconnection Upgrades
• Option to receive either:

(1) Payment from the TO over 5 years or another 
mutually agreed period
(2) Congestion Revenue Rights (CRRs)

Merchant Transmission Facilities
• Option to receive either CRR options or obligations
• CRR amount reflects the contribution of the facility 

to grid transfer capacity
• CRRs have term of 30 years or the life of the facility, 

whichever is shorter
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ISO New England

• Incremental Auction Revenue Rights are 
awarded to upgrade sponsors

• MW award reflects the amount of additional 
capacity provided by the upgrade and is 
prorated to reflect the entity’s funding share

• Incremental ARRs may be transferred to 
another eligible entity
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MISO
Generator Interconnection Upgrades

• Option to receive either:
(1)Credits from transmission service paid by TO over a 
period not exceeding 20 years
(2) Financial Transmission Rights or Long-Term 
Transmission Rights (LTTRs)

Other Network Upgrades

• Can receive LTTRs

• TOs are not eligible to receive LTTRs

• LTTRs are allocated  in proportion to the sponsor’s 
financial contribution to an upgrade
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NYISO
• Incremental Transmission Congestion Contracts (Incremental 

TCCs) awarded to sponsors in connection with upgrades that 
increase system capacity

• Sponsor may request that NYISO prepare up to 3 non-binding 
estimates of the amount of Incremental TCCs between pairs of 
injection and withdrawal points

• The award is from 20 to 50 years, at the option of the sponsor, 
but is limited to upgrade life

• Transfer of Incremental TCCs permissible only if the seller 
transfers all rights associated with the upgrade
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PJM

• Incremental ARRs are awarded for sponsored 
upgrades

• The amount of ARRs available is the difference 
between the existing ARR capability of the system 
and the ARR capability including the upgrade

• Allocated pro-rata based on a sponsor’s cost 
responsibility

• Awarded for a 30-year period or the life of the 
upgrade, whichever is shorter

• Incremental ARRs can be returned provided that 
PJM determines it can simultaneously 
accommodate all remaining ARRs
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SPP

• Attachment Z2 credits 
ñ For Sponsored Upgrades, GI network upgrades, and Service 

Upgrades with DAUC
ñ GI credits are not limited to service that sources from the 

generator

• Candidate Incremental Long-Term Congestion Rights 
(ILTCRs) 
ñ For Sponsored Upgrades, GI network upgrades, and Service 

Upgrades
ñ Sponsor may request evaluation of up to 3 source-sink paths 

to determine incremental capacity resulting from the portion 
of upgrade cost associated with the DAUC
ñ Based on the minimum increase in capacity over a 10-year 

period
ñ 10 to 20 year term
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Questions
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