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SOUTHWEST POWER POOL 
Z2 TASK FORCE MEETING 

February 1, 2017 
AEP Offices, Dallas, TX 
8:00 p.m. – 2:00 p.m. 

DRAFT MINUTES 

 
Agenda Item 1 – Call to Order, Introductions and Welcome 
Denise Buffington, Task Force Chair, called the meeting to order and welcomed everyone to 
Dallas, TX.  There were 22 in attendance (Attachment 1 – Attendance List) and several on the 
phone and Webex.   The objective of the meeting was to continue review of the specific 
proposals and obtain background on the SPP processes that are part of the Z2 crediting effort.   
The Z2TF will focus on specific crediting process enhancements at this meeting.  A desired goal 
for the March 8 meeting would be to narrow down the alternatives.  This would provide 
focused effort on an improvement recommendation for the MOPC no later than July.   
 

Agenda Item 2 – Action Item review 
Bruce Rew reviewed the actions items from the January 16, 2017 meeting.  Staff was assigned 
three action items.   
 

· Agenda Item 7 – SPP Staff to discuss with other markets exactly how they deal with non-capacity 
upgrades associated with ILTCR’s.  Ty Mitchell gave an update on how other ISO/RTO’s deal with 
non-capacity upgrades associated with ILTCR’s.  They do not grant ILTCR’s for non-capacity 
upgrades.  They do have capacity markets so that is a little different treatment than what SPP 
has without a capacity market.   
     

· Agenda Item 7 – SPP Staff to evaluate what the process would be to get ILTCR’s associated with 
the generation interconnection process.    The ILTCR’s would be granted for any additional 
transmission capacity added.  Customers would be able to state three paths that they desire the 
ILTCR’s for based on increased capacity of the system.   

 
· Agenda Item 7 – Staff to invite expert representatives from MISO and PJM to attend the March 8 

meeting to provide detailed question and answer session on how the regions handle 
compensation for sponsored upgrades.   SPP has contacted representatives from MISO and PJM 
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regarding participation at the March 8 meeting.  Both MISO and PJM would like to participate 
via conference call.  They also wanted to confirm that the discussion would be focused around 
ILTCR’s only and not all other items associated with sponsored upgrades.  At this time, the Z2TF 
is primarily interested in confirming the handling of ILTCR’s.  

 
The Task Force reviewed the agenda and no changes were recommended.   
 
Agenda Item 3 – Review and Approved January 16 minutes 
The meeting minutes for the January 16 meeting were reviewed.  Bruce presented minor 
changes to the document reflecting grammatical corrections.  Richard Ross moved to approve 
the meeting minutes as modified and Greg McCauley seconded.  The minutes were approved as 
modified.   (Attachment 2 – January 16, 2017, meeting minutes) 
 
Agenda Item 4 – SPP Staff Z2 Enhancements options 
a. Other Options:  Bruce Rew updated the task force on the staff recommendations from 

November (Attachment 3 – SPP Options).  Staff had initially presented six different options 
for consideration. Two of those, ILTCR’s and reverse engineering, have been discussed in 
detail at the prior meeting.  Bruce reviewed the remaining four items.  Base Plan funding of 
the projects was discussed first.  The task force asked several questions related to the how 
base plan funding would occur and which facilities would be included.  There was discussion 
on the safe harbor limits and wind rule.  The safe harbor limits and wind rule would be 
expected to continue to apply unless there is a valid reason to change them or modify the 
current rules.   
 
Next Bruce discussed the Upgrade Sponsor Facilities Rider and Toll Road options.  Bruce 
discussed how these two options would end up looking very similar if they were 
implemented.  Both of these use a supplemental charge that would be applied to 
transmission customers.  These additional charges could be implemented with a rate 
schedule called Schedule 13.  Charles Locke gave a more detailed presentation on this 
proposal following this presentation later in the meeting.   

 
The last option Bruce discussed was the construction credits approach. This approach was 
developed from the way SPP collected revenue on the LaCygne to Stilwell project several 
years ago.  That was focused on new point-to-point service revenues to pay for the 
transmission line upgrade.  With network service being the primary revenue source it will 
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complexify implementation of this approach.  Staff spent some time prior to the meeting 
and was not able to come up with a simple example.  They will consider this prior to the 
next meeting and may present something if they believe it can be done with a 
straightforward approach. 
 

b. Schedule 13: 
Next Charles Locke went through his presentation on Schedule 13 (Attachment 4 – Schedule 
13).  A new rate schedule 13 could be used to fund crediting of payments to upgrade 
sponsors.  This rate could be done in schedule 11, as an alternative, but for discussion we 
are calling it Schedule 13.  Charles showed how this would be a more transparent approach 
than today’s Attachment Z2.  Assumptions would need to be made on the length of time to 
recover facilities costs.  No subsequent DAUC customers would be created through this 
process.  Removal of the short-term impact tracking and elimination of reverse flow 
stacking also could be part of this implementation.  Point-to-point revenue and Network 
Service revenue would be included in funding credit payments.   

 
c. ILTCR Updated: 

Ty Mitchell provided his update on ILTCR’s during the action item review portion.  No other 
questions were asked. 

 
Agenda Item 5 – AEP Z2 Enhancement Proposal 
Richard Ross provided his thoughts on a Z2 enhancement (Attachment 5 – AEP Z2 
Enhancement).   Richard started with a discussion on the sponsored network upgrades and that 
this type of structure for facilities construction has value and we shouldn’t put in rules to 
discourage them in the future.   The facilities become part of the planning and operations of the 
SPP in many respects more like economic projects than like “new” projects.  SPP therefore 
optimizes operations dispatch and planning recognizing these facilities already exist.   As new 
transmission service is sold, sponsors would be paid in accordance with Z2.  The difference 
would be the funding of the use would be through regional funding like other economic 
projects under the Tariff.  Short term calculation would be eliminated because of the small 
portion of the total usage for SPP.   Using a MISO/PJM like policy for non-capacity upgrades 
would be applied.  The task force discussed the application of the proposal on existing versus 
new facilities.   
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Agenda Item 6: MWRC Proposal 
Next up was Dennis Reed to discuss his proposal for Z2 enhancements (Attachment 6 – MWRC 
Proposal to Change Z2 Process).   Dennis discussed the application to the three different types 
of upgrades.   Overall, the proposal is designed to minimize work that staff must perform.   For 
transmission service upgrades, the same basic process as today would be used with no short-
term credits.  For generation interconnection we would create a 20-year payback schedule for 
upgrades that create new capacity.  Sponsored upgrades would receive ILTCR’s.   

 
Agenda Item 7: Open Discussion on Potential Enhancements 
The Task Force had discussion and reflection on where they currently are in the review process.  
Some key points need to be decided on.  The first one discussed is whether the new process is 
for prospective compensation of sponsors only or whether it includes existing compensation.  
The task force had general agreement that it would be going forward compensation and a 
bright line date would be established.  Inclusion of existing compensation of sponsors could be 
looked at depending on the final solution.  The task force also discussed and generally agreed to 
focus on elimination of the short-term transmission requests.  Steve Gaw expressed concern 
about the impacts of this without having more information what this will do to recovery times.  
Staff took an action item to provide data on short-term impacts at the next meeting.   The staff 
also took an action item to review the FERC Orders and provide a position on our ability to 
remove the short-term service. 
 
The task force also discussed the elimination of DAUC stacking.  There was much discussion on 
this topic.  Concerns about the potential of a free rider were expressed.  Overall the task force 
is ok with removal of DAUC stacking depending on how it is done and the impacts it creates.   
 
Discussion was also held regarding the transparency of the process.  Lack of transparency is still 
a problem and consideration should be given to make sure we see an improvement in that 
area.   
 

Agenda Item 8 – Next Steps 
The Task Force decided to meet once a month until sufficient progress is made.   Focus at the 
next meeting will be to look at a matrix which will have a comparison of the proposals and 
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features discussed to date.  The goal would be to narrow down our focus at the next meeting. 
Task force members are encouraged to come ready to provide their specific positions and 
recommendations.  Staff will work with task force member volunteers to develop this review 
matrix prior to the next meeting. 
 

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

· Agenda Item 7 – SPP Staff to look at impacts of removal of short-term transmission service. 
 

· Agenda Item 7 -   SPP Staff to evaluate FERC Orders granting Z2 to determine potential concerns 
regarding removal of short-term transmission service. 

 
· Agenda Item 8 – SPP Staff will work with task force members to develop a matrix of the 

proposals and the features of each.  This will be distributed prior to the next meeting to allow 
for sufficient review.   

 
Agenda Item 10 – Next Meeting 
The task force set up the next three meetings as shown below.  The April meeting will be the 
day before the SPP Market and Operations Policy Committee meeting in Tulsa. 
 
Future Z2TF Meetings: 
 
Z2TF Meeting – Wednesday, March 8, 2017 (9:00 a.m. – 3:00 p.m.) 
Location: AEP Offices- Dallas, TX 
Room: 8th Floor 
 
Z2TF Meeting – Monday April 10, 2017 (noon – 6:00 p.m.) 
Location: Doubletree Warren Place – Tulsa, OK 
Room: TBD 
 
Z2TF Meeting – Wednesday May 10, 2017 (10:00 a.m.  – 4:00 p.m.) 
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Location: Kansas City Power & Light offices – Kansas City, MO 
Room: TBD 
 
Agenda Item 7 – Adjournment 
With no other business, Denise Buffington adjourned the meeting at approximately 2:01 p.m. 
 
Respectfully Submitted – Bruce Rew, Z2TF Staff Secretary 
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SOUTHWEST POWER POOL 
Z2 TASK FORCE MEETING 

January 16, 2017 
AEP Offices, Dallas, TX 
1:00 p.m. – 6:00 p.m. 

MINUTES 

 
Agenda Item 1 – Call to Order, Introductions and Welcome 
Bruce Rew, Task Force Secretary, called the meeting to order and welcomed everyone to Dallas, 
TX.  The meeting start was delayed until 1 pm due to the travel impacts from weather.  There 
were 25 in attendance (Attachment 1 – Attendance List) and several on the phone and Webex.   
The primary purposes of this meeting were to review the specific proposals and obtain 
background on the SPP processes that are part of the Z2 crediting effort.   The Z2TF will focus 
on specific crediting process enhancements at this meeting. 
 

Agenda Item 2 – Action Item review 
Bruce Rew reviewed the actions items from the November 29, 2016 meeting.  The only action 
item was for staff to review the ARR/ILTCR process during this meeting and that is on the 
agenda.   
 
The Task Force reviewed the agenda and a change was provided.  Staff will provide an update 
on Order 2003 implementation in other regions.  Charles Locke provided background material 
on Friday to the Task Force and will present this under agenda item 6.  No other agenda item 
changes were noted. 
 
Agenda Item 3 – Review and Approved November 1 and November 29 minutes 
The meeting minutes for the two November meetings were reviewed.  John Stephens provided 
edits for the November 29 draft meeting minutes previously distributed.  Those were mostly 
editorial and were reviewed by the Task Force.  John Stephens moved to approve both meeting 
minutes as modified and Davis Rooney seconded.  The minutes were approved as modified.   
(Attachment 2 – November 1 and November 29 meeting minutes) 
 
Agenda Item 4 – Westar Z2 Enhancement Proposal 
Grant Wilkerson presented the proposed Z2 enhancement via conference line.  This 
presentation was distributed with the background material (Attachment 3 – Westar Proposal).  
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Grant discussed the proposal which had significant interest and questions starting with the 
generation interconnection proposed process.  The new generation interconnection process 
would have a deliverability test for interconnections.  There was discussion around the 
possibility of this causing an overbuild situation and that was stated as a possibility.   
Generation interconnection customers would need to have a process to work through the 
ARR/LTCR process as performed in other RTO’s.   Grant discussed the transmission service 
portion of the proposal.  There are many questions on the details of providing ARR’s and the 
feasibility concerns that SPP transmission customers have experienced.  Overall the Task Force 
is interested in getting more details on the ARR/LTCR process.  Consideration will be made as to 
how this proposal can be used in whole or part to address the concerns of the current Z2 
process and make sure we don’t complexify it.   
 
Agenda Item 5 – AEP Z2 Enhancement Proposal 
Richard Ross elected to defer to later in the meeting to present his proposal to the Task Force. 
 
Agenda Item 6: SPP Staff Z2 Enhancement Options 

a) Next up was Charles Locke to discuss the reverse engineering proposal from staff 
(Attachment 4 – Reverse Engineering).  In November, SPP Staff presented a proposal 
called Reverse Engineering.  In the proposal staff has gone through the Z2 process and 
looked for ways to simplify certain aspects.  Staff initially proposed 8 options that could 
be used as simplification of Z2.   Charles proposed that focus be placed on proposal 3, 
remove short-term transmission service requests from both stacking and crediting, and 
proposal 7, implement standard credit payment rate for all creditable upgrades.  Charles 
discussed each of the proposals in more detail.  Removal of the credit stacking will 
provide a significant reduction in staff time, easier to shadow settle, limited reduction in 
sponsor funding and simple to implement.  The task force discussed why the short-term 
TSR’s were included initially in the process.  Under the standard credit rate process, it 
also simplifies the process by reducing the rate making workload.  The current process 
has over 1,200 credit payment rates that have to be managed.  The Z2TF asked several 
questions related to the proposed implementation as outlined in the slides.   
 
Next Charles covered compensation for GI costs required under Order 2003 
(Attachment 5 – Order 2003).  Charles discussed additional research performed on what 
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other ISO/RTO’s are currently doing.   He mentioned that CAISO and MISO offer both 
credits and congestion rights, whereas PJM, NYSIO and ISO-NE offer only congestion 
rights.  The group discussed the generation interconnection process and the how’s and 
why’s of SPP differences with RTO markets.   
 

b) Ty Mitchell led the discussion on ILTCR’s for the group (Attachment 6 – ILTCR process).  
Ty explained how ILTCRs can be used in lieu of Z2 credits.  Questions surrounded the 
history of why we are doing it the way we are.  Process impacts on why we reduce 
ILTCRs and the thought process behind that were discussed.  The Z2TF had much 
discussion on how non-capacity upgrades could be handled under such as proposal.   
Discussion concerns over potential cost shifts was also held and will be a consideration 
should the group move forward with and ILTCR replacement process.  
 

c) Presentations for section 6c and 6d (Schedule 13) were deferred until next meeting 
because of time constraints. 

 

Agenda Item 7: Open Discussion on Potential Enhancements 
The Task Force had discussion and reflection on where they currently are in the review process.  
Additional information is needed to get a better understanding on the potential to use the 
ILTCR process as a replacement for the current Z2.  Staff was requested to discuss with other 
markets on how they deal with non-capacity upgrades.  It was also requested that additional 
review be done of the process for how a GI customer would get ILTCRs in SPP should we move 
in that direction.  For one of the next meetings it was requested that SPP staff invite 
representatives from MISO and PJM to come and answer detailed questions on their 
compensation for sponsored upgrades.  
 

Agenda Item 8 – Next Steps 
The Task Force did not complete the agenda and scheduled a meeting for February 1, 2017 to 
complete the agenda and discussion started today.  A March 8, 2017 meeting was also 
scheduled.  Both of these meetings will be at the AEP offices in Dallas. 
 

Agenda Item 9 – Action Items 



 

Relationship-Based • Member-Driven • Independence Through Diversity 

Evolutionary vs. Revolutionary • Reliability & Economics Inseparable 

4 

The following action items were noted from the meeting. 
 
Action Items: 

· Agenda Item 7 – SPP Staff to discuss with other markets exactly how they deal with non-capacity 
upgrades associated with ILTCR’s.   
     

· Agenda Item 7 – SPP Staff to evaluate what the process would be to get ILTCR’s associated with 
the generation interconnection process.     

 
· Agenda Item 7 – Staff to invite expert representatives from MISO and PJM to attend the March 

8 meeting to provide detailed question and answer session on how the regions handle 
compensation for sponsored upgrades.     

 
Agenda Item 10 – Next Meeting 
The task force setup the next two meetings as shown below.  The Chair, Denise Buffington, 
stated that she did not believe the Z2TF would meet an April deadline to have a proposal to the 
MOPC and will report back that additional time will be needed. 
 
Future Z2TF Meetings: 
 
Z2TF Meeting – Wednesday, February 1, 2017 (8:00 a.m. – 2:00 p.m.) 
Location: AEP Offices- Dallas, TX 
Room: 8th Floor 
 
Z2TF Meeting – Wednesday, March 8, 2017 (9:00 a.m. – 3:00 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 5:45 p.m. 
 
Respectfully Submitted – Bruce Rew, Z2TF Staff Secretary 
 





Z2 Staff Improvement 
Strawman update

Bruce Rew

February 1, 2016
2



Z2 Strawman Development

• SPP Staff presented proposal of six options 
during November Z2TF meeting

• Reverse Engineering and ILTCR proposal 
presented today were two of the six

• Remaining four proposals reviewed to provide 
additional consideration and thinking on ways 
to improve process.

3



Potential Improvement 
Methodologies  

4

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.  

• SPP has a highway/byway allocation process for transmission 
cost allocation of facilities determined in the planning process

• Transmission Service upgrades assigned under Z2 are also 
processed through the SPP planning process

• Generation Interconnection siting is not an SPP planning 
responsibility but interconnection facilities are

• Sponsored upgrade siting is determined by the sponsor and 
SPP reviewed for reliability impacts 5



Base Plan Funding Considerations
• Regional Base Plan funding is done though Schedule 11 in the 

Tariff

• Two of the three types of upgrades are determined through 
the SPP planning process 

• Base Plan funding would currently also have zonal impacts, 
especially to zones that had significant lower kV transmission 
construction

• Facilities constructed become part of the SPP transmission 
system and optimized in SPP for planning and operations

6



3. Upgrade Sponsor Facilities Rider 
and 5 Toll Road
• Concept: The use of a Upgrade Sponsor Facilities Rider (USFR) 

to compensate Upgrade Sponsors similar to Toll Road 

• Process:  Replace majority (USFR) or all (Toll Road) of Z2 with a 
Schedule 13 until Upgrade Sponsors are compensated for a 
Creditable Upgrade.  

7



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.    

• Transmission Customer receives a credit balance that is 
reduced as transmission service is taken

• Future transmission service revenue is used to compensation 
sponsored upgrade 

• Transmission service does not specifically have to use facility 

• SPP region gains the benefit of future use of the facility

8



Construction Credits
• Compensation provided for all sponsored upgrades equal to 

the project E&C costs

• No additional Tariff schedules or rate adjustments needed

• More SPP transmission service used by sponsor the sooner the 
sponsor will fully compensated

• Very simple process to implement and track

• Transferability provisions would need to be developed 
especially for generation interconnection customers

9







Crediting 
Through a New 
Tariff Schedule

February 1, 2017

2



Replace Att. Z2 with “Schedule 13”

• The charges under the new schedule would fund all credit 
payments to Upgrade Sponsors

• The charge would apply to all Network and PTP 
customers

• The charge rate could be included in Schedule 11 or 
established as a separate Schedule 13

 A separate schedule might be cleaner and less complex in 
both administration and Tariff structure

 Staff recommends a separate schedule rather than combining 
with Schedule 11

• Could be either a region-wide charge or a combination of 
region-wide and zonal charges

• The charge rate would be revised periodically, perhaps 
through an annual formula update

3



Current Attachment Z2  Process

4

Revenue Credits 

to Upgrade 

Sponsors

PTP Claw-back 

Sch. 7, 8 & 11

Credit 

Payment 

Obligations

Base Plan 

Funding

Directly 

Assigned 

Costs

Costs Incurred 

by Initial 

Sponsors



Proposed Schedule 13 Process

5

Costs Incurred by 

Initial Sponsors

Sch. 13 Network 

Charges

Sch. 13 PTP 

Charges

Revenue Credits to 

Upgrade Sponsors



Benefits of Schedule 13

• Much simpler than Attachment Z2 process

 Billing and Settlements

 Aggregate Studies

• Does not simply roll the entire facility cost into 
rates

 Limited by the extent to which the facility is used for 
transmission service

• Legacy balances from Attachment Z2 can be 
addressed

• No subsequent sponsor DAUC is created

6



Impacts and Stacking

• Schedule 13 would require information about long-term 
service impacts on Creditable Upgrades

• Long-term impacts above a 3% TDF would be included

• For upgrades that do not have an initial “forward” 
direction, the impact would be based on the larger of 
reverse or forward 

• For all other upgrades, only forward impacts would be 
used 

• As an alternative, the white paper’s reverse stacking 
methodology for applying the “but for” test could be 
continued.  However, this would be a significant 
complication and is not recommended by Staff.

7



1. Determine the portion of the initial sponsor’s DAUC that is 
creditable based on impacts.  For each upgrade:

Upgrade Allocation Ratio = ∑MW Impact / Upgrade Capacity

where the allocation ratio cannot exceed 1

Allocated DAUC = DAUC x Upgrade Allocation Ratio

2. The allocated DAUC amounts would be summed across all 
upgrades that are sponsored:                                                    

Total DAUC = ∑Allocated DAUCUpgrade

3. Place the Total DAUC on an annual basis by dividing it by a 
recovery period:                                                                                           

Annual DAUC = Total DAUC / 20 years                                         
or alternatively                                                                                     

Annual DAUC = Total DAUC / Avg. Term of Service

Schedule 13 Rate Calculation Steps

8



Network and PTP Charges

• The Network charge would be a load ratio share of the 
Annual DAUC amount, similar to the way Schedule 11 is 
billed

• The PTP rate would be calculated as the Annual DAUC 
amount divided by total Region-wide or Zonal load, as 
applicable

9



Schedule 13 Credits Distribution

• Allocate revenue to Upgrade Sponsors on the basis of one of the 
following:

1) Creditable balances of all Upgrade Sponsors

2) Extent to which each sponsor’s upgrade is impacted by long-term 
service.  Specifically:  

Sponsor’s Basis for Revenue Allocation = 

Sponsor’s Creditable Balance x Upgrade Allocation Ratio

3) Creditable balances of sponsors of upgrades having any long-
term service impact

• Staff recommends Method 2 as the primary basis of distribution.

 Similar to the way credits are distributed under Att. Z2

10



Additional Details

• Subsequent sponsor creditable balances remaining at 
the termination of Att. Z2 would be included, along with 
initial sponsor balances, in the distribution of credit 
revenues

• PTP revenue as well as Network revenue could be 
distributed to sponsors, which would accelerate 
compensation

• Upgrades with fully compensated sponsors would be 
removed from the rate calculation

11



QUESTIONS?

12



Brainstorming / DRAFT

C. Richard Ross



NOT addressing?

• Unsolved/unrelated issues

– Some have raised the issues with the crediting 
interconnection upgrades and that creditable 
projects should actually create capability. 

– Some have suggested giving ARRs/TCRs for 
sponsored projects rather than transmission 
revenue credits.

– Calculation of credit payments and/or 
simplification of those calculations  



What am I addressing?

• Sponsored network upgrades, like wind speed, 
are the focus of this refinement. 

• They have value and we shouldn’t put in rules 
to discourage them in the future.

• The current approach has been to view such 
projects like “new construction”

• In would be better to make them viewed more 
like “economic” projects… economic projects 
as you need them…



Users are not “cost causers”

• Treating sponsored projects like new construction 
when assigning costs to transmission service 
request does not seem like the best fit….
– Service utilizing these facilities is not the “…causer” 

the cost were incurred & decided by other economic 
or policy objectives of the sponsor.

– There may have been lower cost alternatives available
– The current use test (aka “but for”) to assign costs 

doesn’t reflect whether the service truly could have 
been granted without the line entirely

– The transmission service request may have little to do 
with the sponsored upgrade



Pitfalls of current approach.

• The current process, if we continue with “new 
construction mindset,” is going to lead to a 
situation where customers may forego 
transmission service due to the cost & lack of 
service providing any real congestion hedge.

• The introduction of ILTCR only approach will only 
exacerbate this problem since ARRs will continue 
to be infeasible.

• If they are not like new construction, then what 
are they?



A better approach

• From the perspective of the Transmission 
Customer, they are more like economic 
projects or reliability projects already planned 
by the RTO.  
– Projects believed to be of economic value today or in the 

future without any underlying reliability need (today).

– Projects planned for a reliability issue that provide 
additional “chunky” capacity.

– Individually, they may or may not provide any direct 
economic benefit to the customer, but they pay for them 
regardless through HW/BW rates



What would it mean?

• As new TS is sold, sponsors would be paid in 
accordance with Z2.

• Funding of payments would be like other 
Economic / Reliability projects (regional 
funding HW/BW).

• Fair, reasonable & efficient. 
– Staff has to continue to calculate revenue credits; however

– The process would eliminate the invoicing and stop the 
proliferation of new project sponsors & their associated 
accounting.



Other Items

• Eliminate the short term (<1 year) calculation 
of sponsorship 

– This is the reverse of the 80/20 rule & in fact staff 
indicates it’s actually more like the “97.5/2.5 rule”

– Eliminate this seemingly uneconomic activity.

– Simply gross up the credit given for long term 
service by 2% going forward.  

– 2% because the short term service will continue to 
decline and it provides a stable level going 
forward.    



Other items

• Adopting a MISO or PJM policy for facilities 
that do not increase/provide transmission 
capacity make sense.

• Subject to check, granting project sponsors 
ILTCRs under the current structure will simply 
create another barrier for customers getting 
Auction Revenue Rights associated with TSRs.  
Simply thinking they can buy them from the 
sponsor doesn’t work/solve the problem.



Summary

• Continue to calculate revenue credits 
attributed to long term service & regionally 
fund all of those costs.

• Eliminate short term revenue credit 
calculations & gross up other credits by 2%  

• Apply it prospectively and for the remaining 
balance of existing sponsorships



Helping Customers untie the Gordian Knot of Regulation

A PROPOSAL TO CHANGE THE 

Z2 PROCESS

Dennis Reed
February 1, 2017



Topics
• Overview
• Credits for TSR Upgrades
• Credits for GI Upgrades
• Credits for Sponsored Upgrades

2



What Does This Proposal do?
• Minimizes the amount of work SPP Staff must do with Z2 Crediting
• Minimizes the number of future Upgrade Sponsors
• Minimizes the number of credit calculations with the elimination of short-

term requests
• Retains value of the current process/software which must remain in place.
• Gives GI customers a guaranteed payment schedule for all Upgrades that 

provide added ATC to the Network
• Reduces the amount Transmission Customers must pay for since non-

capacity upgrades are not eligible for payments
• A builder of a Sponsored Upgrade will know the possible value of any 

upgrade it builds

3



Overview
• TSR Upgrades

– Same basic process as today
– No Short-term TSR credits
– Minimize the number of new Upgrade Sponsors

• GI Upgrades
– Create a 20 year payback schedule for all upgrades 

that create ATC
– No payments for non-ATC Upgrades

• Sponsored Upgrades
– Receive ILTCRs
– Must still meet the current “Need” test

4



TSR Upgrades
• Set a fixed repayment charge based upon a 20 year levelized charge

– NPV divided by the added capacity of the Creditable Upgrade
– Fixes the payment over the life of the upgrade
– A 20 year term gives a better chance of repayment

• Subsequent users are only charged the Rate times the amount of capacity that 
is required to grant its service
– Subsequent user does not incur any cost beyond what is needed
– The Subsequent user will NOT become an upgrade sponsor
– The cost of the credit payments will be added to any other upgrade costs 

for determination of the Safe Harbor Limit (SHL) if applicable
– Credits will be covered by SHL

• Once the Upgrade Sponsor has been paid off, all credits stop
– This calculation will take into account future payments (i.e. payments from 

long-term requests)
• No Credits from Short-term TSRs (i.e. No short-term stack)
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TSR Upgrade Pros/Cons
• Pros:

– Reduces work for SPP Staff
• Limits the number of Upgrade Sponsors SPP must track 
• Fixes the payment amount at the time the Sponsored Upgrade is 

created
• Reduces the amount of calculations that SPP must do

– Can be implemented with minimal software changes
• Cons:

– Regulatory Risk
• May not be able to eliminate credits from short-term requests
• Subsequent customers may not be eligible for future credits
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GIA Upgrades
• Capacity Upgrades (i.e. those that add ATC to the Network)

– Payback to the GI customer which paid for the upgrade over a 20 year 
period

– Payback Calculation
• A flat payment based upon the current FERC interest rate (this may 

require that the payment fluctuate based upon the current FERC 
interest) 

– The repayment could also be based upon another fixed interest 
rate agreed to by the Stakeholders and set in the Tariff.

• The payment would be added to the base rates as a Base Plan 
Funding mechanism (i.e. added to the proper table in Attachment H)

– For Wind Farms (Renewables?) that have a by-way voltage 
project and the project is in the same Zone as the generator 
then the cost will be regionally funded
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GIA Upgrades (cont.)
• Non-Capacity Upgrades

– No reimbursement
– Why? These upgrades are generally for switches and upgraded control 

systems that are required for interconnection but only benefit, and currently 
only receive credits from, those customers that designate the Generator

• Pros
– Creates a known and fixed repayment to the Upgrade Sponsor
– Puts protection on those Zones which are considered wind rich
– Generally consistent with Order 2003

• Cons
– May increase the payback to an Upgrade Sponsor since all costs are 

guaranteed paid by rather than only the amount utilized by subsequent 
TSRs

– No reimbursement for non-capacity upgrades (this is negative to the 
Upgrade Sponsor, but a positive to Transmission Customers)

– Some Regulatory risk since removal of non-capacity upgrades may be 
considered contrary to Order 2003
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Sponsored Upgrades
• Retain the current tests to ensure the Sponsored Upgrade is required for 

SPP to grant service
– If SPP can maintain all sold services with the Sponsored Upgrade 

removed from its models, then the Sponsored Upgrade is NOT 
required

• Once eligible, the Upgrade Sponsor will receive ILTCRs for the Upgrade in 
accordance with the current Tariff provisions

• Pros
– Eliminates Sponsored Upgrades from any crediting
– Simplifies how a Sponsored Upgrade are repaid
– Since there are few new Sponsored Upgrades expected, there should 

be minimal impact on the ILTCR market
– No limitation of revenue that the Upgrade Sponsor may receive

• Cons
– The Upgrade Sponsor may not receive a full allocation of ILTCRs
– Reduces the amount of TCRs/ILTCRs available to other customers
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