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SECTION 1: INTRODUCTION & BACKGROUND 

SPP currently recovers the vast majority of its operating and capital costs from transmission 
customers who are taking service under the SPP tariff.  This recovery approach was implemented 
when SPP solely provided transmission service under the SPP tariff.  The SPP’s operating and 
capital costs increased with the addition of the Energy Imbalance Services market in 2007 and 
again in 2014 with the implementation of the Integrated Marketplace. These increases in services 
and costs warrant a review of SPP’s current cost recovery mechanism.  There is a desire to have 
those who use and benefit from SPP’s services help pay for those services.   

The Schedule 1A Task Force (the “Task Force”) was formed to develop a potential rate structure 
that would recover SPP’s costs from the various users of SPP’s services with the overarching 
principles of simplicity, better alignment of payer cost/benefit, and inclusion of energy 
transactions. The Task Force was comprised of the following members: 
 
John Olsen, Evergy (Chair) 
Joel Dagerman, Nebraska Public Power District  
David Mindham, ITC Holdings Corp. 
John Varnell, Tenaska  
Rob Janssen, Dogwood Energy  
Alfred Busbee, GDS Associates/ East Texas Electric Cooperatives  
R.J. Tallman, Oklahoma Gas & Electric  
Wes Berger, Southwestern Public Service Co. 
Ray Bergmeier, Sunflower Electric Power Corporation  
Greg Garst, Omaha Public Power District  
Heather Starnes, Missouri Joint Municipal EUC  
Tim Hall, Southern Power 
Jason Mazigian, Basin Electric Power Cooperative  
Jim Jacoby, American Electric Power-Public Service Company of Oklahoma 

 

RATE SCHEDULE LOCATION DETERMINATION 

The Task Force discussed the benefits and issues with creating a new schedule in the tariff versus 
continuing to use the current Schedule 1A.  The decision was to keep these charges in Schedule 1A 
to minimize the number of tariff changes necessary in both the SPP tariff and in each individual 
member tariff that refers to Schedule 1A.  Within Schedule 1A, there will be different sections for 
each of the rate schedules detailed below. 
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SECTION 2: PROCESS OVERVIEW 

Before arriving at their final recommendation, the Task Force performed the following activities: 

• Reviewed extensively SPP’s cost in the FERC 668 reporting categories 
• Examined RTO/ISO cost recovery methodologies for other regions 
• Reviewed the current Schedule 1A billing processes 
• Reviewed multiple iterations of strawman proposals (including staff whitepaper) 
• Conducted multiple brain storming sessions on rate design 
• Analyzed “cost shifts” between customer groups associated with proposed rate 

structures 
• Reviewed cash flow analysis to assess impact of the proposed rate structures on 

SPP’s cash position  
• Consulted with SPP’s market monitoring unit (MMU) to ascertain whether 

proposed changes would be problematic from their perspective 
 

Early in the process, the Task Force agreed to use the cost reporting framework that followed the 
FERC’s requirement under Order 668.  In summary, all operating costs would be evaluated in 
the categories that include FERC accounts 575.7 - Market Facilitation, Monitoring & 
Compliance; 561.4 - Scheduling, System Control & Dispatch; and 561.8 – Reliability Planning 
& Standards Development.  
 
The Task Force quickly reached general agreement that the proposed structure should use a mix 
of demand and energy charges.  The Task Force also reached general agreement that market 
costs should be recovered through energy charges and transmission planning costs should be 
recovered through demand charges.  Additional discussions were necessary to determine the 
ultimate recommendation for 1) allocating Scheduling & Dispatch costs, 2) appropriate energy 
billing determinants, and 3) treatment of financial instruments (e.g. virtual transactions, TCRs).   
After additional analyses and related discussions, the majority of the Task Force voted to 1) 
combine Scheduling & Dispatch costs with Reliability Planning under a demand based rate 
structure (similar to the current Schedule 1A billing practices); 2) include real time generation, 
load, and import/exports as energy billing determinants, 3) exclude day ahead market products; 
and 4) include TCRs and virtual transactions as billable transactions.  Using these agreed upon 
concepts, the Task Force arrived at a four schedule cost recovery methodology summarized in 
the following section. 

The market monitoring unit (MMU) was consulted by the Task Force on a couple specific issues, 
most notably was whether they (the MMU) would be receptive to market participants adding 
administrative service costs to mitigated offer curves.  The MMU indicated they had no issue 
with the inclusion of these costs in the mitigated energy offer curves given administrative costs 
based on megawatt hours are considered short-run marginal costs and therefore could be 
included in the mitigated offers.  
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SECTION 3: OVERVIEW OF RATE SCHEDULES 

RATE SCHEDULE #1 (RS 1) -  
TRANSMISSION ADMINISTRATIVE SERVICE 
 
RS 1 provides for the recovery of costs incurred by the Transmission Provider in providing; 1) 
reliability coordination; 2) transmission scheduling, 3) system control, and 4) transmission 
planning services. The costs to be recovered under RS 1 include any costs of direct resources, 
system maintenance, debt service for financing capital purchases associated with providing these 
services, a proportionate allocation of corporate overhead, and other costs associated with 
administering this service.  Please note that the total costs recovered through RS 1 equals those 
costs reported by the Transmission Provider as being associated with FERC accounts 561.4 – 
Scheduling, System Control & Dispatch and 561.8 – Reliability Planning & Standards 
Development.   
 
RS 1 costs will be recovered by assessing customers who use Point-to-Point Transmission 
Service and Network Integration Transmission Service under the SPP tariff. The billing 
determinant used for this rate schedule assessed to Point-To-Point Transmission Service is the 
MW of the reservation multiplied by the number of hours reserved for the applicable month 
made by the Transmission Customers. The billing determinant used for this rate schedule 
assessed to Network Integration Transmission Service is the prior calendar year’s average of the 
12-monthly peaks of the total Resident Load multiplied by the number of all hours of the 
applicable month. See discussion later in this section as to the decision to charge network service 
under RS 1 based on Resident Load. The charge per MW per hour shall be the same for Point-
To-Point Transmission Service as for Network Integration Transmission Service. 

Below is an illustration of the calculation for RS 1 utilizing 2017 data for costs and 12CP 
estimate from the 2018 budget.  The 12CP estimate from the 2018 budget included estimated 
billing determinants for network and point to point services, in addition to those billing 
determinants covered under monthly assessments.    
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The majority of the Task Force also agreed that we should continue to charge the Transmission 
Customers for each transmission service request submitted 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. 

 
Additionally, the Task Force agreed that we should continue the practice of rebating the 
Transmission Customer this fee 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. 
 
Moving from Schedule 9 to Resident Load for Billing Determinants under RS 1 
 
Current tariff language ties Schedule 1-A billing to Schedule 9 MWs, which excludes 
Grandfathered Agreements (GFAs), and necessitates a separate charge under Monthly 
Assessments.  Staff recommended defining Schedule 1-A billing determinants as Resident Load 
(used in Schedule 11 billing) which includes GFA load.  Utilizing Resident Load would more 
accurately align billing practices with the intent of current tariff guidance to charge for “all 
transmission service”.  Staff noted the only issue with utilizing Resident Load  is that GFA MWs 
are captured at a zonal level, and therefore no transmission service requests (TSR) currently exist 
to tie it to a transmission customer (TC), which is key to being able to directly bill through 
Schedule 1-A.  In summary, if GFA MWs were reported in TSRs, this would makes all TC load 
“accounted for” in TSR reporting and would eliminate the need for a separate charge under 
Monthly Assessments.  
 
While some GFA TSRs already exist in OASIS, they are not utilized for billing today under 
Schedule 1-A, and therefore additional GFA TSRs would need to be created in order to capture 
all GFA MWs for Schedule 1-A billing.  Based on staff’s recommendation, the Task Force voted 
to utilize Resident Load as the billing determinant for network service under RS1.  Due to the 
additional TSR information required for direct billing of GFA load, SPP staff will need to work 
with all impacted parties prior to the implementation date to ensure that all appropriate processes 
are in place to facilitate the accurate reporting of TSR data as defined under Resident Load.      

RATE SCHEDULE #2 (RS 2) - 
TRANSMISSION CONGESTION RIGHTS ADMINISTRATIVE SERVICE 

RS 2 provides for the recovery of costs incurred by the Transmission Provider to provide 1) TCR 
administration through allocation, assignment, auction, or any other process under this Tariff; 2) 
simultaneous feasibility tests and other applicable studies to determine the total TCRs that can be 
accommodated by the Transmission System; 3) TCR tools; and 4) a secondary market for TCRs.  
The costs to be recovered under RS 2 charges include any direct resources, system maintenance, 
debt service for financing capital purchases associated with providing these services, a 
proportionate allocation of corporate overhead, and all other costs associated with the 
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Transmission Provider administering this service. 
 
The billing determinant used for RS 2 is the total amount of TCR volume in MWh for all TCR 
Holders.  

Below is an illustration of the calculation for RS 2 utilizing 2017 data for costs and billing 
determinants: 

 

RATE SCHEDULE #3 (RS 3) -  
INTEGRATED MARKETPLACE CLEARING ADMINISTRATIVE SERVICE 

RS 3 provides for the recovery of costs incurred by the Transmission Provider in providing; 1) 
market settlements; 2) credit evaluation and risk mitigation services; 3) market monitoring 
functions; 4) information technology support; and 5) customer service.  The costs to be 
recovered under RS 3 are any direct resources, a proportionate allocation of corporate overhead, 
and all other costs associated with administering this service. 

The primary reason for creating RS 3 was to provide a mechanism to assess an appropriate 
charge to virtual energy market participants.  Task force members believed these market 
participants should be charged something for the benefits they receive from participating in the 
market, but the charge should be based on a cost structure smaller than that of the fully loaded 
marketplace facilitation administrative service charge.  As a result, the clearing administrative 
charge was developed based on only those costs associated with clearing the market. In concert 
with this change, the Task Force also voted to eliminate the $0.05 transaction fee amount on 
virtual bids/offers as currently referenced in Attachment AE, Section 8.5.17. 
 
The billing determinants used for RS 3, as expressed in MWh are: 1) all Real-Time energy 
injected into and withdrawn from the Transmission System by Market Participants; 2) all Import 
Interchange Transactions in Real-Time and all Export Interchange Transactions in Real-Time; 
and 3) all cleared Virtual Energy Bids and all cleared Virtual Energy Offers. 
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Below is an illustration of the calculation for RS 3 utilizing 2017 data for costs and billing 
determinants: 

  

 
RATE SCHEDULE #4 (RS 4) - 
INTEGRATED MARKETPLACE FACILITATION ADMINISTRATIVE SERVICE 
 
RS 4 provides for the recovery of any costs incurred by the Transmission Provider in providing 
the 1) Day-Ahead Market; 2) Real-Time Balancing Market; and 3) Reliability Unit Commitment 
Processes.  The costs to be recovered under RS 4 include any direct resources, system 
maintenance, debt service for financing capital purchases associated with providing these 
services, a proportionate allocation of corporate overhead, and all other costs associated with the 
Transmission Provider administering this service.  Please note that the total costs recovered 
through RS 2, RS 3, and RS 4 equal those costs reported by the Transmission Provider as being 
associated with FERC account 575.7 - Market Facilitation, Monitoring & Compliance.  The main 
objective in the design for Rate Schedules 2 through 4 was to assign those specific costs 
associated with Transmission Congestion Rights and Market Clearing Administrative Services to 
RS 2 and RS 3, respectively, and then use RS 4 to recover all remaining costs under a Market 
Facilitation Administrative Service charge. 
 
The billing determinants used for RS 4, as expressed in MWh, are: 1) all Real-Time energy 
injected into and withdrawn from the Transmission System and 2) all Import Interchange 
Transactions in Real-Time and all Export Interchange Transactions in Real-Time. 
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Below is an illustration of the calculation for RS 4 utilizing 2017 data for costs and billing 
determinants -  
 

 
 

The following table provides an overview of the important elements for all proposed rate 
schedules. 
 

 

Staff has worked with the Task Force in the development of a formula rate template to support the 
underlying data (both costs and billing determinants) for all four rate schedules.   
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SECTION 4: CASH FLOW AND BILLING 
DETERMINANT ANALYSIS 

Once the proposed rate structure was in place, SPP staff performed a review of the impact that 
the new structure would have on SPP’s cash flows, including a sensitivity analysis to 
contemplate the impacts that fluctuations in billing metrics could have on cash flows.  An exhibit 
from that analysis is presented below for illustrative purposes. 
 

 
 

SPP Staff concluded their analysis of the cash flows with the following observations: 

1) Seasonality in cash outflows exist today with notable spikes at quarter end 
(primarily due to debt payments) 

2) Seasonal cash flow decreases noted in the periods examined are representative of 
historical trends 

3) Cash flow position under proposed scenarios does not materially improve or 
worsen in comparison to actual results under current Schedule 1A methodology 

4) Consistent with current practices, seasonal spikes can be managed with existing, 
short term financing arrangements 

5) A net cumulative cash flow impact reaching negative $15.0 MM would create 
actionable concern and that it would take a 10% annual decrease in billing 
determinants to get close to that $15.0MM threshold in the periods examined in 
this analysis. 
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Recognizing that volatility of billing determinants could have an impact on over/under recovery, 
the Task Force also reviewed monthly billing determinant data for the market-based rate 
schedules (RS 2-4) using the following criteria: 

1) 2015-2018 actual data 
2) TCRs awarded and converted for RS 2 
3) Real time generation, load, import/export, and virtual energy for RS 3 
4) Real time generation, load, and import/export for RS 4 

 
Exhibits from SPP staff’s analysis are presented below for illustrative purposes.  
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Based on the analysis of monthly trending and the rolling 12-month average from 2015-18, SPP 
staff summarized their observations as follows: 

1) Rolling average for Rate Schedules 3 and 4 billing determinants is relatively flat 
with only a modest rise over the 4-year period 

2) Rolling average for Schedule 2 billing determinants is relatively flat with 
moderate rise beginning in late 2017 (likely due to increased congestion from 
wind, increase in financial only asset owners, etc.) 

 
Taking into consideration both the cash flow analysis and billing determinant trend information, 
the Task Force ultimately decided on an annual rate setting process for rates that would be in 
effect for the following calendar year.  Rates would be estimated based on actual billing 
determinants for the previous 12 months (August-July to coincide with the timing of the budget 
preparation for the following calendar year).  The chart below illustrates the time period utilized 
for estimating the billing determinants in relationship to the timing of the rate setting process and 
actual billing period. 
 

 
 

SECTION 5: MISCELLANEOUS ADJUSTMENTS 

TRANSITION TRUE-UP 

The initial rate setting process under the new structure will need to consider the over/under 
recovery for the last calendar year under the old Schedule 1A methodology as an adjustment to the 
RS 1 calculation for the upcoming budget year.  The true-up adjustment would be exclusive to RS 1 
as it would consist of the same population of payers (i.e. transmission customers only).  Due to the 
fact that we do not have final results (for the current year) at the time we are calculating the rate 
for the subsequent year, an estimate of over/under recovery will be factored into the first year 
calculation of RS 1 and another final adjustment will be made in the following year to true-up the 
previous year’s estimate. After the second year rate calculation, normal true-up processes will be 
followed for RS 1.   
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OTHER DIRECT EXPENSES TO BE RECOVERED 

While the Task Force has attempted to allocate all directly assignable costs to the four rate 
schedules as appropriate and has also considered the allocation of corporate overhead, it is 
impossible to contemplate all recoverable expenses that might arise in the future that would need 
to be assigned to either a specific rate schedule or allocated to all rate schedules on a pro rata basis.  
Such items could include bad debt expense, regulatory penalties, and any other non-recurring 
expenses incurred by SPP.  Certain lines will be included in the formula rate templates to capture 
such items.   When these additional costs are added to the template, a footnote will be added to 
provide details for the charge.  

CONTINUATION OF CURRENT CAP FOR SCHEDULE 1A 

The current SPP tariff has a cap on the rate for Schedule 1A.  The Task Force debated the benefit 
and need for such a cap going forward.  The new rate schedules have several moving parts and each 
will have a true up adjustment, which would make creating a cap for each individual rate schedule 
problematic.  The Task Force did want to continue the use of a rate instead of a hard dollar cap to 
allow the overall costs to adjust as the load served by members’ changes.  The Task Force agreed to 
continue calculating the cap the same as is done today by taking the total SPP budget and dividing it 
by the MWHs associated with RS 1 billing determinants.  This rate will be calculated in the formula 
rate template annually and compared to the cap for overall cost control purposes.  

 

SECTION 6: CONCLUSION 

SPP’s current administrative fee structure was established when SPP first provided transmission 
service under its tariff in 1998 and obviously never contemplated the additional energy market 
services currently provided.  The overarching principles guiding the Task Force since its 
inception was to develop a rate structure that was simple to implement/administer, provided 
better alignment of beneficiary with payer, and included energy transactions.  The Task Force 
carefully researched and evaluated the costs comprising SPP’s administrative fee in relationship 
to our required reporting under FERC Order 668, considered the structure and methodology 
utilized by other RTO/ISOs, and deliberately examined the services provided by SPP through the 
lens of the beneficiary versus payer.  Through much analysis and spirited debate, the Task Force 
has agreed upon a four-rate schedule cost recovery methodology described in detail in this 
document.  This proposed methodology allocates a proportionate share of recoverable costs to 
our market participants including financial only entities. Additionally, staff believes that the 
current proposed structure will not translate to any material system or staffing costs to 
implement/administer.  In conclusion, the Task Force recommends the four-rate schedule cost 
recovery methodology as described in this document for further consideration/approval by all 
relevant governing bodies to move forward with all activities necessary for full implementation.   
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