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Why now?



Tri-State Case

• Actively litigated with numerous participants, including 
SPP, incumbent TOs, new TOs, and many other 
stakeholders

• FERC Staff aggressively challenged “cost-shift” as unjust 
and unreasonable

• Focused on the exact same topics we are discussing 
here today

• ALJ has issued an Initial Decision that significantly 
varies from the current proposal

• Awaiting Commission action
• Will provide guidance on this topic



Tri-State Initial Decision

329. “….While I agree that cost shifts that may cause 
a significant rate increase for customers must be 
given fair consideration in the proper management 
of an RTO, I find that NPPD’s and Trial Staff’s 
argument asserting that the Commission would find 
unjust and unreasonable the resulting rate increase 
stemming from Tri-State’s placement in Zone 17, is 
unsupported by the record of evidence.”



Tri-State Initial Decision (cont.)

332. “….The Commission has not defined the term 
‘significant,’ and I decline to do so here. Perhaps the 
Commission would do well in this instance to adopt Justice 
Potter Stewart’s use of that colloquial expression: ‘I know it 
when I see it’ in determining ‘significant’ cost shifts.”

• ALJ declined to identify a bright line for a significant 
cost shift while previously stating that nothing in 
the record supports that the cost shift is unjust and 
unreasonable



Tri-State Initial Decision (cont.)

335. “….While I agree that the shifting cost responsibility 
for some degree of legacy cost is not per se unjust and 
unreasonable in the present case, there may be 
situations that warrant such a finding.”
• ALJ is clearly stating that the cost shift in Tri-State is not

unjust and unreasonable
• Cost shift in Tri-State (8% increase in total rate, not just 

Schedule 9) is significantly greater than the current 
proposal

• Why not wait until FERC rules on Tri-State and then 
incorporate the FERC guidance into a policy?



Proposed 
Cost Mitigation Policy is 
Unjust & Unreasonable



Cost Mitigation Proposal History
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• January 19 proposal of 10% of Schedules 1, 9, and 11z equates to approximately 13% of Schedule 9
• Assumption for the load serving TO assumes a peak of 40 MW
• Why, given Tri-State Initial Decision, has the policy changed so dramatically?



Extreme Threshold of 2.5%
• Proposal incorrectly focuses on only Schedule 9 impact, 

one of many SPP rate schedules
• When FERC evaluates rate impact on overall transmission 

rate
• Focusing solely on Schedule 9 is unreasonable and unduly 

discriminatory

• Arguments in Tri-State that the cost shift was too much 
were unpersuasive to the ALJ

• 8% impact to total transmission rate 
• Tri-State case dictates a much higher threshold
• The ALJ in Tri-State agreed that a cost shift could reach a 

significant level, but only at much higher levels (26.1% - 73.2%)



Improper Mitigation on Load

• Mitigation in the current proposal impacts load that 
may not be associated with the new Transmission 
Owner

• Forces some load to pay higher than their LRS to 
allow other load to pay less than their LRS

• Mitigation should apply to the Transmission Owner, 
not the load



Rate Phase In

• 5-Year rate phase in is too long
• Regulatory lag concern for existing TOs merits, at 

most, a 2-year mitigation period
• Mitigation should provide for accrual of a 

Regulatory Asset which can be recovered over a 
longer period from all zonal load

• Avoids discriminatory charges to one set of load
• Still allows for rate phase in to address regulatory lag



Proposed Cost 
Mitigation is Unduly 
Discriminatory



Discriminatory Treatment of 
Wholesale Load
• For years, wholesale load has received less reliable and 

more costly service than comparable retail load of 
incumbent TOs

• In practice, customers served by a wholesale city have 
significantly less reliability than a comparable retail customer of 
the Incumbent TO

• There are historical reasons
• NERC does not consider load loss on radial feed a reliability issue
• Radial service is directly assigned to the customer
• Utilities loop their own retail load because reliability metrics 

demand it, but wholesale reliability metrics show a single lost 
“customer” (the City), not 20,000 end-use meters



Discriminatory Treatment of 
Wholesale Load
• Wholesale customers have never been entitled to 

mitigation regardless of the type or cost of facilities 
included in incumbent zonal rates

• Existing TOs can and do build local facilities needed to serve 
retail load, updating their Schedule 9 rate to pass a share of 
the costs to their remaining wholesale customers

• No prior mitigation

• Current proposal does not require comparable 
mitigation in this situation



Discriminatory Treatment of 
Wholesale Load, One Example
• Duncan, OK

• 52+ MW municipal utility on a single radial line
• Paying for transmission service under the SPP Tariff; includes 

legacy costs of the zone
• No other load within the zone close to this size is on a radial line

• Extensive single points of failure which result in lost of transmission 
service to the entire city

• Radial is not under the SPP Tariff
• If the municipal utility loops the radial to provide additional 

reliability, the mitigation proposal applies and the City pays greater 
than their LRS

• If the incumbent TO in the geographic area loops the city, though 
there is no SPP requirement that they do so, mitigation does not 
apply



Penalty for Wholesale Load to 
Work with a Partner
• The proposal penalizes wholesale load serving entities, such as small 

cities, that are trying to address reliability concerns if they work with a 
partner

• Most municipal utilities don’t have the resources or expertise to develop 
solutions to their reliability issues on their own

• If a utility works with a partner they no longer benefit from including 
the 30.9 credits in the baseline

• Results in a larger mitigation amount which is paid for by the wholesale 
load

• SPP policies should allow for leveling the playing field and eliminating 
ongoing discrimination

• Unfortunately the proposal continues discriminatory treatment of 
wholesale load



Anticompetitive

• Anticompetitive and destructive of municipal’s 
rights by limiting with whom a city may work

• Different results depending on who performs the 
work

• Working with an incumbent TO results in no mitigation 
policy being applied

• Working alone results in mitigation, accounting for 30.9 
credits that is paid for by the wholesale load

• Working with a partner results in even higher mitigation 
that is paid for by the wholesale load



Does the Mitigation Policy apply for projects coming 
under the SPP Tarff that were recently constructed?
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Anticompetitive (continued)

• Cost shifts occur within the SPP RTO in many ways, 
why are we mitigating or establishing a bright line 
only this policy?

• Schedule 9 ATRR additions by incumbents
• “Wind Rule” – shift from zonal to regional
• Base plan funding safe harbor provisions waiver – shift 

from directly assigned to zonal/regional
• Transformer waivers
• Expansion of zones
• RCAR Remedies & non-Order 1000 Seams Project



Zonal Placement



Primary Criteria

• Primary zonal placement criteria make sense
• Minimum ATRR benchmark threshold
• Keeping prior network load and firm PTP load within an 

SPP zone
• Geographic footprint criteria as described in Tri-State



Sub-Criteria

• Unreasonable sub-criteria could result in the 
proliferation of tiny independent zones

• Small zones make Highway-Byway cost allocation a challenge
• 50% ATRR sub-criteria could result in a zone with only $6.25 

million in ATRR
• Tri State ALJ expressly adopted arguments by intervenors 

supporting SPP that FERC policy favors larger and fewer 
zones

• Tri-State ALJ found SPP’s existing four placement 
criteria to be just and reasonable so why are new sub-
criteria being added



Sub-Criteria

• Relevant issue is whether SPP’s footprint is being 
substantially expanded, not if a zone would be 
substantially expanded

• Including a criterion for minimum number of miles 
based on the smallest zone, around 200 miles, is more 
burdensome than what the ALJ approved in Tri-State

• Tri-State ALJ found that 300 miles across 22,000 square miles 
did not justify the creation of a new zone

• Contrary conclusion may be reasonable but only if the new 
TO is its own balancing authority and operates in a cohesive, 
stand-alone manner



Other Ways Proposal 
Conflicts with FERC 
Policy



Comparability Assessment

• Incorrect application of Integration Standard
• FERC’s integration standard from Order 890 requires that 

new transmission coming into a zone must be of similar 
design and purpose as the existing transmission within the 
zone

• SPP’s proposal is inconsistent with that standard
• Requires not that it be similar to existing transmission but instead 

consistent with filed local planning criteria



Governing Documents

• Any cost mitigation policy must be in a FERC-approved 
tariff, not a Business Practice

• Impacts the rates, terms, and conditions for 
transmission service

• Should be transparent
• Should require FERC approval



FERC Policy

• Strongly encourages RTOs to expand and to fill in 
“holes in the donut” to promote operational 
efficiency, reliability and reduced costs

• The SPP Proposal discourages non-jurisdictional 
systems from joining SPP

• If numerous small zones proliferate, SPP’s 
administrative burden will escalate

• Reliability solutions could span multiple zones and the 
burden to pay for such solutions would hit zones 
disproportionately



Proposal



Recommendation

• Codify within the SPP Tariff the primary criteria for 
zonal placement

• Any cost mitigation policy discussion and 
consideration should only take place after direction 
from FERC in Tri-State

• If a cost mitigation policy is developed it should apply to 
the Transmission Owner not the load, and should allow 
for the application of a regulatory asset to capture the 
mitigated ATRR
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