
Southwest Power Pool 
BOARD OF DIRECTORS MEETING 

 
Tuesday, July 17, 2001 

 
Hyatt Hotel – Dallas/Ft. Worth Airport 

Nova Room – East Tower 
 
 

- A G E N D A - 
 
 
11 a.m. – Call to Order 
 
  1.  Administrative Items .................................................................................Gary Voigt 
 
  2.  Secretary’s Report...................................................................................Nick Brown 
 
  3.  Strategic Planning Actions........................................................... John Marschewski 
 
  4.  Commercial Practices Committee Report.............................................Trudy Harper 
 
  5.  Employee Benefits Working Group Report ......................................... Harry Dawson 
 
  6.  Crescent Moon Report ........................................................................... Alan Heintz 
 
  7.  NERC Board of Trustees Report ........................................................ Tom Grennan 
 
  8.  Engineering & Operating Committee Report ..........................................Mel Perkins 
 
  9.  Operations Report .................................................................................Carl Monroe 
 
3 p.m. – Adjournment 
 
 



Southwest Power Pool 
 BOARD OF DIRECTORS MEETING 

D/FW Airport Hyatt Hotel – Dallas, Texas 
 February 20, 2001 
 

- Summary of Action Items - 
 
 

1. Approved minutes of the November 6, 2000 Board of Directors meeting as 
modified. 

 
2. Approved recommended actions by the Commercial Practices Committee to 

modify Attachment P, Next  Hour Market, Attachment Y, and Section 13.7 of 
SPP’s Open Access Transmission Tariff. 

 
3.   SPP Staff was directed to develop a recommendation to the Board of Directors 

concerning adding a chief financial officer. 
 
 
 
 
 



 

  MINUTES NO. 74 
 Southwest Power Pool 
 BOARD OF DIRECTORS MEETING 

 D/FW Airport Hyatt Hotel – Dallas, Texas 
 February 20, 2001 

  
 
Agenda Item 1 - Administrative Items 
SPP Vice-Chair Mr. Tom Grennan called the meeting to order at 11:00 a.m. and called 
for a round of introductions.  The following directors were in attendance or represented 
by proxy: 

Mr. Gene Argo, Midwest Energy, Inc.; 
Ms. Betsy Carr, proxy for Ms. Kim Casey, Dynegy Marketing and Trade; 
Mr. David Christiano, City Utilities of Springfield, MO; 
Mr. Harry Dawson, OK Municipal Power Authority; 
Mr. Michael Deihl, Southwestern Power Administration;  
Mr. Jim Eckelberger, non-stakeholder director; 
Mr. Tom Grennan, Western Resources; 
Ms. Trudy Harper, Tenaska Power Services;  
Mr. Quentin Jackson, non-stakeholder director; 
Mr. John Marschewski, Southwest Power Pool, Inc.; 
Mr. Tom McDaniel, non-stakeholder director; 
Mr. Ron McNamara, ENRON Power Marketing, Inc.; 
Mr. John E. Oxendine, non-stakeholder director; 
Mr. Stephen Parr, KS Electric Power Cooperative; 
Mr. J. M. Shafer, Western Farmers Electric Cooperative; 
Mr. Harry Skilton, non-stakeholder director; 
Mr. Richard Spring, Kansas City Power & Light; 
Mr. Al Strecker, OG+E; 
Mr. Larry Sur, non-stakeholder director; 
Mr. Richard Verret, American Electric Power; and 
Mr. Gary Voigt, Chair, Arkansas Electric Cooperative Corp. 

 
There were 45 persons in attendance representing 18 members, 19 guests and 4 
regulatory agencies (Attendance List – Attachment 1).  The Secretary received 1 proxy 
statement (Proxy – Attachment 2).  Mr. Grennan referred to the agenda (Agenda – 
Attachment 3) and asked for necessary modifications to draft minutes of the November 
6, 2000 meeting or a motion for approval (Minutes – Attachment 4).  Mr. Nick Brown 
(SPP) referred to omission of an action item in the summary related to directing the 
Regional Tariff Working Group to consider formula rates, revenue allocation and 
functionalization of facilities with an interim report in February and a final report in May. 
With this addition, Richard Verret moved that the minutes be approved as amended.  
Harry Skilton seconded this motion, which passed unopposed.   
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Agenda Item 3 – Industry Issues Report 
Mr. Grennan called on Mr. John Marschewski, SPP president, to report on industry 
issues.  Mr. Marschewski touched on areas of interest in the industry, including:  
Federal Energy Regulatory Commission (FERC) activities, the Midwest ISO’s situation, 
the California retail market, state retail access implementation schedules, and federal 
energy legislation (Industry Issues Report – Attachment 5).  Mr. Marschewski said that 
FERC is committed to RTO development and that at their encouragement; SPP is 
working on seams issues.  Mr. Marschewski noted that many states are slowing down 
retail access implementation schedules due to fear generated by California’s 
experience. 
 
Agenda Item 2 – Secretary’s Report 
Mr. Voigt continued the meeting asking Mr. Nick Brown for the Secretary’s Report 
(Secretary’s Report – Attachment 6).   Mr. Brown reported the SPP RTO Filing (RT01-
34) of October 13, 2000 was still pending.  Protests were filed by various 
member/participants including Oklahoma Corporation Commission not listed in the 
attached presentation.  SPP responded to these protests December 5, 2000.  Mr. 
Brown touched on issues concerning the Alliance RTO Order which made our RTO 
filing look favorable, reported affirmative results of the recent email vote concerning 
$1.6M expansion of the market settlement system, and an overview of cost and usage 
comparisons of transmission service in the last few years.  Mr. Brown informed the 
Board of Directors of an oversight in not filing service agreements in a timely manner.  
Even though these agreements had been exercised to all parties’ satisfaction a sizeable 
penalty was imposed by FERC to be returned to three customers.  One of the three 
customers involved waived the required payment. 
 
Mr. Brown reported being on schedule and on budget with market settlement and 
explained the progress of interim financing with Firstar and privately placed financing 
(Principal Mutual Life) through SPP Capital Partners.  Mr. Brown informed the Board 
that Principal Mutual Life might require a covenant with limitations because of concerns 
about assessment risks.  It was decided that the term sheet be submitted to the 
Finance Working Group and then to the Board of Directors for approval prior to 
execution.  Due to the complexity and magnitude of financing involved with this project 
and the continued financial activities of SPP, Ms. Trudy Harper stated there is a real 
need for a chief financial officer in the SPP organization.  After some discussion, it was 
agreed that SPP Staff should develop a recommendation concerning this position for 
consideration at the May meeting.  
 
 
Mr. Brown called attention to a draft document on an inter-RTO cooperation agreement 
between the SPP and the Alliance RTO (Cooperation Agreement - Attachment 7).  Mr. 
Brown stated that the agreement was consistent with direction of the Board of Directors 
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concerning seams issues and that plans were to execute the agreement in the near 
future pending fine-tuning with the Alliance RTO.  Mr. Brown encouraged comments be 
sent to either he or Mr. Marschewski as soon as possible.  Mr. Brown stated that similar 
negotiations are taking place with Desert Star RTO as well. 
 
Mr. Brown announced plans to have a Board of Directors retreat on May 7 – 8 at the 
Capitol Hotel, Little Rock, Arkansas, facilitated by Mr. Phil Sutphin, a retired Alltel 
executive.  
 
Agenda Item 4 – Commercial Practices Committee Recommendations 
Ms. Trudy Harper, Chair of Commercial Practices Committee (CPC) was asked to 
report on activities of her committee.  Ms. Harper presented recommended 
modifications to SPP’s regional tariff from the Regional Tariff Working Group for Board 
of Directors approval and subsequent filing with FERC (RTWG Tariff modifications – 
Attachment 8).  These modifications were concerning:  Attachment P, Next Hour 
Market, Attachment Y, Section 13.7, Sections 2.2 and 22.  Ms. Harper moved to 
approve these recommended tariff modifications and Mr. Tom Grennan seconded this 
motion.  Following discussion, Ms. Harper amended her motion to consider sections 2.2 
and 22 in a separate vote due to concerns on these sections.  Mr. Grennan concurred 
with this amendment and the motion passed unopposed.  Ms. Harper then moved to 
approve sections 2.2 and 22.  Ms. Betsy Carr (Dynegy) took issue with the tariff change 
process and stated that the RTWG procedures where inadequate due to votes taken 
without prior notice, minutes inaccurately reflected action on these tariff sections, and 
that the RTWG was not aware of what it had approved for recommendation to the CPC. 
Though Mr. Ricky Bittle, RTWG Chair, and Mr. Nick Brown took issue with Ms. Carr’s 
statements, the motion failed for lack of a second.  Ms. Harper stated that she would 
review this issue with RTWG and CPC and report back to the Board of Directors, 
possibly seeking an email vote on modifications on these tariff sections. 
 
Mr. Ricky Bittle (AECC) reported on general tariff issues (RTWG Report – Attachment 
9).  Mr. Bittle stated that the RTWG passed a resolution to continue with a single rate 
class for network service customers and point to point customers across the SPP 
region.  Mr. Bittle informed the Board of Directors of this position due to the potential 
conflict of this position with the desire of the Texas commission staff for six rate classes 
for retail service customers.  Ms. Christine Ryan (ETEC) stated that the issue of 
revenue for their facilities is still pending.  Mr. Bittle said there were transition issues 
that needed to be addressed before the RTWG could accomplish the Board’s 
November directive.  
 
Mr. Ron McNamara (Enron) reported on Congestion Management Systems Working 
Group (CMSWG).  Mr. McNamara presented a three-part recommendation including 
cornerstones for real-time market design, the forward market, and conversion for 
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existing transmission rights (CMSWG Recommendations – Attachment 10).  Mr. 
McNamara presented the following real-time market design cornerstone principles: 

The dispatcher will create and use an aggregate generation stack to match 
supply/demand, manage transmission constraints and ensure reliability. 
RTO will accept: 

��balanced and unbalanced energy schedules, 
��covered/uncovered transmission schedules. 

Dispatcher will use locational marginal pricing to manage congestion. 
��Prices will mirror what the dispatcher did – they will be based on actual 

generation and load. 
RTO responsible for reliability, scheduling, load forecasting. 
Transmission rights function as financial rights. 
Minimize the RTO’s need to take a financial position. 

 
Ms. Harper suggested voting on each set of cornerstones separately and moved to 
approve cornerstones for the real-time market design as presented.  Mr. McNamara 
seconded this motion.  After discussion, it was determined that this issue was not ready 
for a vote by the Board of Directors and Ms. Harper withdrew her motion.  
Consideration of the all the cornerstone principles was tabled for further debate by the 
CMSWG.  Ms. Harper said she would continue to work with CMSWG and suggested 
any questions on these issues be sent to Mr. McNamara or Ms. Mary McAllister, Chair 
of CMSWG. 
 
Agenda Item 5 – Engineering & Operating Committee Recommendations 
Mr. Mel Perkins, Chair of Engineering & Operating Committee (EOC), was asked to 
report on activities of his committee.  Mr. Perkins informed the Board of Directors of the 
Control Area Certification process as outlined in North American Electric Reliability 
Council (NERC) Criteria 8 and SPP Control Area Criteria and Certification Procedures 
(Control Area Certification – Attachment 11).  Ms. Betsy Carr took issue with SPP 
Criteria in addition to NERC Criteria.  Mr. Carl Monroe explained that SPP was not 
modifying NERC Criteria but that SPP does have added requirements for control areas. 
Mr. Perkins stated that a team was being formed to evaluate a current request for 
control area certification.  Ms. Harper asked who made this request and Mr. Monroe 
stated his preference of checking with this company prior to divulging their name. 
 
Agenda Item 6 – NERC Board of Trustees Report 
Mr. Voigt asked Mr. Tom Grennan (Western Resources) to report on NERC activities. 
Mr. Grennan informed the Board of Directors of the transition from NERC to the North 
American Reliability Organization (NAERO) and formation of three task groups: 
governance, funding and compliance (NERC Board of Trustees – Attachment 12).  Mr. 
Grennan also indicated that the NERC Board of Trustees approved development of the 
Flow Impact Study Tool, which should be ready by summer 2001 to make interregional 
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transmission information available in real time. 
 
Agenda Item 7 – Operations Report 
Mr. Carl Monroe presented SPP statistics concerning: 

• = Transmission service reservation volume, 
• = Transmission service volume, 
• = Service availability, and 
• = Transmission loading relief events. 

(Operations report – Attachment 13). 
 
Agenda Item 8 – Ice Storm Damage Report 
Mr. Richard Verret and Mr. Voigt reported on the severity of ice storm damage during 
two major events in December. 
 
Agenda Item 9 – State Regulator Comments 
Mr. Voigt then opened the floor for comments from regulatory agency representatives.  
Mr. Ernest Johnson, Director of the Public Utility Division of Oklahoma Corporation 
Commission said that he enjoyed the dialogue and felt better about SPP’s governance 
structure and appreciated SPP Staff’s position in debating various issues with such a 
diverse membership. 
 
Adjournment 
With no further business, Mr. Voigt thanked everyone for their participation and 
adjourned the meeting at 3:04 p.m. 
 
Nicholas A. Brown, Corporate Secretary 



 Southwest Power Pool 
BOARD OF DIRECTORS MEETING 

July 17, 2001 
 
 Future Meeting Schedule 
 
 
Background 
The following dates and locations have been approved for future Board of Directors 
meetings: 
 
 Tuesday and Wednesday, November 6-7, 2001 Oklahoma City, Oklahoma 
 Tuesday, February 19, 2002    Dallas, Texas 
 Tuesday, May 7, 2002     Kansas City, Missouri  
 Tuesday, July 16, 2002     Dallas, Texas 

Tuesday and Wednesday, November 12-13, 2002 New Orleans, Louisiana 
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BOARD OF DIRECTORS MEETING 

July 17, 2001 
 

Report on Comprehensive Office Study 
 
 
Background 
SPP offices have been located in the Plaza West Building at 415 North McKinley, Little 
Rock, Arkansas, since 1975.  Office requirements have continued to grow during these 
25 years and in November of 2000, the Board of Directors approved in the 2001 budget 
recommendations for additional office space associated with continued growth in 
functional and personnel needs.  
 
Analysis 
In February, Flake and Kelly Management of Little Rock (Flake) completed a 
comprehensive study evaluating present and future space requirements of the SPP 
office contrasting the present facilities with possible relocation to another facility.  Staff, 
in concert with Flake, went through a detailed evaluation process investigating growth 
requirements and potential requirements, alternative facilities, existing facility 
capabilities, and new construction options.  Flake completed a financial analysis on a 
number of options including construction of a new building, leasing space in a new 
building, acquiring ownership of the Plaza West Building where SPP offices are 
currently located, and renegotiating SPP’s existing lease with the Plaza West Building. 
 
Staff determined the most favorable option (and least expensive) was renegotiation of 
the current lease with the Plaza West Building management.  During negotiations, Staff 
agreed to occupy all office space on the 6th, 7th, and 9th floors by the end of 2001, which 
is approximately 30,000 square feet.  The proposed lease will be through 2010 at an 
initial rate of $15 per square foot per year with a 3% annual escalation.  Two very 
favorable aspects of this proposed lease include expansion options (the building is 12 
stories with approximately 120,000 total square feet) and the right of first refusal on 
purchase of the property should the current owner decide to sell. 
 
Future Action 
On August 1, 2001, the President will sign a new lease with the Plaza West Building on 
the terms presented above.  
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Staff Position Recommendation – Vice President, Finance 
  
Background 
At the February 20, 2001 Board of Directors meeting, Ms. Trudy Harper 
recognized the real need for a chief financial officer in the SPP Staff organization.  
Following discussion, Staff was directed to develop a recommendation 
concerning such a position for consideration of the Board of Directors at its May 
meeting. 
 
Analysis 
Over the past 7 years, the SPP annual budget has grown from under $2 million 
to nearly $20 million with an increase of over $7 million in the last year.  During 
the same period, Staff grew from 14 employees to 107 currently, with 121 
approved by year-end.  While Staff services are primarily technical in nature, 
administrative and financial responsibilities have grown exponentially over the 
past year due primarily to growth in tariff services and the $25 million private debt 
placement to cover market settlement functionality costs.  Existing Staff with 
technical and business backgrounds have managed financial matters in the past 
with outside financial and legal assistance.  However, the time has come for a 
senior manager to focus full-time attention to SPP’s finances.  Staff has 
developed the attached job description for a position of Vice President, Finance, 
reporting to the President.  Compensation for this position is not included in the 
approved staff count or the 2001 administrative budget.  Staff is in the process of 
working with Hewitt & Associates on a complete compensation program review 
and the above position is going through evaluation.  SPP’s Articles of 
Incorporation state that the organization’s officers include the President and the 
Secretary.  These articles need to be modified by the Membership to expand the 
number of officers to be elected by the Board of Directors.  This can be 
accomplished at the November meetings. 
 
Recommendations 
SPP officers John Marschewski and Nick Brown recommend that the Board of 
Directors approve the addition of a Staff position of Vice President, Finance 
(Compensation Level 70) for immediate filling, with the intent being for the Board 
of Directors to consider election of this incumbent as an officer at its November 
meeting. 
 



 Southwest Power Pool  
 Job Description 
 
 
Job Title:  Vice President, Finance and Chief Financial Officer  
Salary Level:  70 
Reports To:  President 
FLSA Status:  Exempt 
Approved Date:  January 1, 2002 
 
 
OVERVIEW 
 
The Vice President, Finance directs SPP’s financial planning and accounting practices as well as its 
relationship with lending institutions, members, customers and the financial community by performing the 
following duties personally or through subordinate managers.  Oversees and directs treasury, budgeting, 
audit, tax, accounting, purchasing, long range forecasting, and insurance activities for the organization.  
Ensures procedures and computer application systems are in place to maintain proper records and to 
afford adequate accounting controls and services.  The incumbent is responsible for the custody of funds, 
securities, and assets of the organization.  The incumbent appraises the organization's financial position 
and issues periodic reports on organization's financial stability, liquidity, and growth. 
 
REPORTING RELATIONSHIPS 
 
The Vice President, Finance and Chief Financial Officer reports to the President.  The incumbent 
independently performs assignments with guidance from the President on overall objectives, critical 
issues, new concepts, unusual developments, and policy matters.  The incumbent will independently 
manage SPP’s financial requirements and demands.  The incumbent manages four subordinate 
supervisors who supervise a total of 25 employees in the Corporate Services, Accounting, Customer 
Service, and Training departments.  The incumbent is responsible for the overall direction, coordination, 
and evaluation of these units.  The incumbent carries out supervisory responsibilities in accordance with 
the organization's policies and applicable laws.  Responsibilities include interviewing, hiring, and training 
employees; planning, assigning, and directing work; appraising performance; rewarding and disciplining 
employees; addressing complaints and resolving problems. 
 
REQUIRMENTS 
 
This position requires a Bachelor’s degree in Accounting, Business, Finance or related field or equivalent 
combination of education and experience.  A CPA registration is required and an advanced degree 
preferred.  Eight years of responsible budget, financial reporting, and financial analysis experience 
desired.  Experience in the electric utility industry is highly desirable.  
 
ESSENTIAL DUTIES AND RESPONSIBILITIES    
 
The incumbent: 

• Directs and coordinates the establishment of budget programs and coordinates tax-reporting 
program. 

• Analyzes, consolidates, and directs all cost accounting procedures together with other statistical 
and routine reports. 

• Oversees and directs the preparation and issuance of the corporation's annual report. 
• Directs and analyzes studies of general economic, business, and financial conditions and their 

impact on the organization's policies and operations. 
• Analyzes operational issues impacting functional groups and the whole institution, and 

determines their financial impact. 
• Evaluates and recommends business partnering opportunities. 
• Establishes and maintains contacts with financial institutions and the investment community. 



 
Competency: 
To perform the job successfully, an individual should demonstrate the following competencies: 

• Problem Solving - Identifies and resolves problems in a timely manner; Gathers and 
analyzes information skillfully; Develops alternative solutions; Works well in-group 
problem solving situations; Uses reason even when dealing with emotional topics. 

• Technical Skills - Assesses own strengths and weaknesses; Pursues training and 
development opportunities; Strives to continuously build knowledge and skills; Shares 
expertise with others. 

• Interpersonal - Focuses on solving conflict, not blaming; Maintains confidentiality; Listens 
to others without interrupting; Keeps emotions under control; Remains open to others' 
ideas and tries new things. 

• Oral Communication - Speaks clearly and persuasively in positive or negative situations; 
Listens and gets clarification; Responds well to questions; Demonstrates group 
presentation skills; Participates in meetings. 

• Written Communication - Writes clearly and informatively; Edits work for spelling and 
grammar; Varies writing style to meet needs; Presents numerical data effectively; Able to 
read and interpret written information. 

• Change Management - Develops workable implementation plans; Communicates 
changes effectively; Builds commitment and overcomes resistance; Prepares and 
supports those affected by change; Monitors transition and evaluates results. 

• Delegation - Delegates work assignments; Matches the responsibility to the person; 
Gives authority to work independently; Sets expectations and monitors delegated 
activities; Provides recognition for results. 

• Leadership - Exhibits confidence in self and others; Inspires and motivates others to 
perform well; Effectively influences actions and opinions of others; Inspires respect and 
trust; Accepts feedback from others; Provides vision and inspiration to peers and 
subordinates; Gives appropriate recognition to others; Displays passion and optimism; 
Mobilizes others to fulfill the vision. 

• Managing People - Includes staff in planning, decision-making, facilitating and process 
improvement; Takes responsibility for subordinates' activities; Makes self available to 
staff; Provides regular performance feedback; Develops subordinates' skills and 
encourages growth; Solicits and applies customer feedback (internal and external); 
Fosters quality focus in others; Improves processes, products and services; Continually 
works to improve supervisory skills. 

• Business Acumen - Understands business implications of decisions; Displays orientation 
to profitability; Demonstrates knowledge of market and competition; Aligns work with 
strategic goals. 

• Cost Consciousness - Works within approved budget; Develops and implements cost 
saving measures; Contributes to profits and revenue ; Conserves organizational 
resources. 

• Strategic Thinking - Develops strategies to achieve organizational goals; Understands 
organization's strengths & weaknesses; Analyzes market and competition; Identifies 
external threats and opportunities; Adapts strategy to changing conditions. 

• Adaptability - Adapts to changes in the work environment; Manages competing demands; 
Changes approach or method to best fit the situation; Able to deal with frequent change, 
delays, or unexpected events. 

• Judgment - Displays willingness to make decisions; Exhibits sound and accurate 
judgment; Supports and explains reasoning for decisions; Includes appropriate people in 
decision-making process; Makes timely decisions. 

• Motivation - Sets and achieves challenging goals; Demonstrates persistence and 
overcomes obstacles; Measures self against standard of excellence; Takes calculated 
risks to accomplish goals. 

• Professionalism - Approaches others in a tactful manner; Reacts well under pressure; 
Treats others with respect and consideration regardless of their status or position; 
Accepts responsibility for own actions; Follows through on commitments.   
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Report on Strategic Planning Session 
 
Background 
On May 7-8, 2001, SPP’s Board of Directors participated in a strategic planning retreat 
to focus on the vision and mission of SPP.  This retreat was only the beginning of a 
strategic planning process meant to better position SPP for the future.  Working notes 
from the session have all been transcribed and are attached. 
 
Analysis 
Feedback on the session was very positive with all comments indicating that this was a 
good start to the strategic planning process.  Strengths of the organization identified by 
the majority of participants included SPP’s consensus process, diversity of membership, 
Staff capability, generation assets, and state regulatory support.  Primary weaknesses 
included the lack of strong FERC relationship and the potential loss of members due to 
the voluntary nature of the organization.  Expansion of regional transmission service and 
RTO status were issues identified by a majority of participants as the greatest 
opportunities while membership discontinuity, regulatory uncertainty and not meeting 
transmission needs were the greatest threats. 
 
The participants worked in groups to develop a proposed mission statement for SPP.  
From each of the group products, the facilitator developed the following SPP 
vision/mission statement: 
 

To be acknowledged as the preeminent provider of reliable, flexible, expansive, 
non-discriminatory electric transmission and ancillary services; distributed on an 
efficient, reliable cost-attractive platform to consumers in all designated markets. 
 

Participants identified 14 areas of focus to ensure a successful SPP future.  A 
statistically significant number of participants identified the following focus areas in order 
of importance: 

Seams/Scope – 32 votes, 
Governance/Infrastructure – 23 votes, 
Transmission Expansion – 18 votes, 
Transco Formation – 13 votes, 
FERC Relationship – 13 votes, and 
Information Systems – 13 votes. 

 
Recommendation 
Staff recommends that the Chair appoint a Strategic Planning Task Force comprised of 
Board members to develop specific strategic recommendations for consideration at the 
November 2001 meetings of the Board of Directors and Meeting of Members. 
 



Southwest Power Pool Board of Directors Retreat May 7 – 8, 2001 
3 13 6 18 3 

A.  CAPACITY ASSURANCE B.  TRANSCO C.  TARIFFS D.  TRANSMISSION E.  COST/FINAN. MGMT. 
Provided structure that assured 
capacity requirement – JEE 

TP’s put facilities 
into for-profit 
Transco – TH 

Implemented tariffs with 
(90?)% of load under them 
– RHD 

Developed appropriate 
transmission pricing/rates 
to create incentives to 
build transmission system 
and allow non-
discriminatory access to 
transmission – SP 

Maintained the “relative” 
lower cost of operating 
SPP – GV 

 Formed a Transco 
– RHD 

Convinced members to 
place their native load 
under the SPP Tariff – DD 

With the assistance of 
state PUC staffs, develop 
transmission expansion 
incentive proposal – MHP 

Developed an 
understanding of how we 
make $ & determined ways 
to increase transmission 
revenues & throughput – 
KC 

 Have developed 
for-profit structure 
for management of 
the transmission 
network – cost 
lower, reliability up, 
efficiency up – 
LMS 

Resolved all cost shifting 
and revenue recovery 
issues. – DD 

Established a proactive 
role/took responsibility for 
ensuring adequate 
transmission is built – KC 

Restructured profit/cost 
management hierarchy of 
SPP - JEE 

 Reorganized – 
evolved into a 
Transco (in an 
open market) – GA 

100% funding of SPP 
expenses 

•  All load network 
(sp?) 

•  Expanded 
membership – TG 

Implemented a framework 
for taking transmission 
planning to transmission 
building – BW 

 

 For-profit 
organization with 
effective financial 
management 
system – FR 

Filed incentive rate formula 
for transmission expansion 
– NB 

Develop a process for 
building needed 
transmission.  Be the 
leading RTO/Transco – Al 

 

  Lobbied members to place 
bundled load under 
regional tariff – NB 

Adopt methodology for 
planning and construction 
of new facilities – RHD 

 

  Develop realistic plan to 
achieve goal of all load 
under tariff ASAP - DJC 

20 major transmission 
projects underway in SPP 
– LWH 

 

   Develop, Approve and 
Implement – A regional 
transmission expansion 
plan - JJM 
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   Incentivized expansion - 
RAS 

 

1 13.5 6 8.5  
F.  COMMUNICATION G.  FERC/REGUL. H.  HUMAN RESOURCE I.  MULTI-STATE/REGUL.  
Open dialog between staff, TP’s 
and customers to increase 
understanding of each others’ 
needs – TH 

Meaningful & 
Productive dialog 
w/FERC – TH 

Attracted and retained the 
best qualified people – GV 

Set up new task force to 
engage regulators on ways 
to get transmission build, 
paid for, revenue 
recovered – DJC 

 

Established and effective culture of 
communication – both internal and 
external – RM 

Achieved RTO 
status – QJ 
Receive FERC 
approval of SPP 
as RTO – JJM 

Hired a CFO consider 
other senior hires to 
facilitate regulatory 
relationships – QJ 

Developed professional 
staff & necessary technical 
support for SPP to do its 
job – SP 

 

Become recognized by FERC, 
other regulators and market 
participants as a provider of timely, 
accurate, and unbiased information 
about the state of the market – RM 

Received FERC 
approval for SPP 
RTO with 
appropriate scope 
& mandatory 
participation – SP 

Customer survey for 
quantification of s6taff 
performance—used for 
compensation – TH 

Developed regional/multi-
state organization with 
appropriate incentives to 
insure construction of 
needed transmission 
facilities – SP 

 

Communicated to broad audience 
interconnection security and 
reliability issues (Industry’s EF 
Hutton) - RAS 

Worked hard to be 
recognized as 
RTO-Transco by 
regulators (FERC) 
– GA 

Utilized good management 
(staff) to meet owner’s 
requirements – GA 

Develop multi-state 
regulatory compact 

•  Siting 
•  Cost recovery - 

MHP 

 

 Hired best FERC 
Relationship 
Manager (How 
about from PJM) – 
LMS 

SPP is fully staffed 
w/adequately trained 
employees  

Regulatory compact 
w/states and FERC for 
construction of 
transmission – TH 

 

 Established an 
open and trusting 
relationship with 
the FERC – DD 

Reorganize staff to include 
position of Chief Financial 
Officer – JJM 

Gained recognition of 
federal pre-emption on 
transmission issues 
(costing, planning, const.) 
– DD 

 

 Filed for & 
received FERC 
recognition as 
RTO (less than 5 
filings) 
Aggressively 
lobbied all 
regulatory entities 

Increased transmission 
policy staff from 2 (3) to 8 
with focus on state and 
federal regulatory 
relationship development - 
NB 

Regional regulatory 
compact for siting 
transmission lines 
established – LWH 
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creating common 
platforms – RAS 

 Achieve RTO 
status from FERC 
– TJM 

 Developed a multi-state 
regulatory process to 
facilitate expansion – TJM 

 

 Complete all 
requirements of 
order 2000 - TJM 

 Assist in the development 
of a multi-state regulatory 
compact – JJM 

 

 Developed within 
SPP a deal to 
coordinate 
lobbying for SPP’s 
interests with other 
RTOs -  
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J.  FOOTPRINT/SEAMS   
Ask Former members what it would take for 
them to rejoin – DJC 

By solving congestion issues and gaining 
cooperation with other regions – DD 

Aggressively promoted the benefits of SPP 
membership to neighboring systems – GV 

Big footprint with no holes – RHD Expanded SPP influence by adding large 
members – [maybe 1 of 4 in eastern section] – 
LMS 

Initiate an SPP working group to actively 
recruit new members – MHP 

Intense lobbying to potential members by 
existing members – DJC 

MISO begging to join SPP – LWH Established a basis for long term membership 
– BW 

Instruct staff to market RTO services to other 
emerging RTOs – DJC 

ERCOT begging to join SPP - LWH We will have built an organization which 
attracts additional electric systems to join SPP 
– BW 

Alliance/Partnership “sharing of services – FR AMEREN, AEC, UCU, NE, Sunflower, TVA 
and Southern Company are part of SPP - LWH 

Clarified the Entergy relationship and 
concluded arrangements with other entities not 
presently in SPP – QJ 

Commitment by members through a long term 
agreement – FR 

Expanded scope and market with inclusion of 
TVA, AEC, Southern, MAPP – TJM 

Creation of a SPP Information/Lobbying 
capability – responsible for (1) annual state of 
the system; (2) proactive FERC & regional 
PUC relations 

Used operational excellence to drive regional 
expansion – JEE 

The SPP scope (size) grew and “seam” issues 
with neighbors were resolved – “seamless” 
operations achieved – MD 

Board directed aggressive expansion – new 
members 

Expanded membership both #’s and area – FR New Membership  60000MW’s 
•  AEC 
•  Southern 
•  TVA – TG 

Seamless Operation Achieved 
National Policy & Extension efforts with other 
RTO’s – TG 

Created regional planning process focused on 
resolution of congestion and seams issues - 
SP 

Strategically advanced policy development 
eliminating seams – RAS 

Developed proactive marketing and sales 
group. (Created innovative products removing 
market barriers) – RAS 

 Implemented one-stop shopping for 
transmission service of neighboring RTO’s – 
NB 
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K.  SYSTEMS  
•  Created a financial mgmt. System w/CFO to account for 

revenue generation and transplantation and justification for cost 
allocations to members for a more efficient RTO 

•  Implemented a locational marginal pricing system supported by  
bilateral contracts for hedging purposes 

•  Established a congestion management    that makes it 
financially attractive for members to go to plans B & C for 
cheaper power costs and thereby relieving systems of 
congestion problems.  JEO 

Developed superior-      settlement system – GV 

Approve and implement a “market based” congestion management 
system – JJM 

Build effective systems platform that facilitates a robust wholesale & 
retail market – KC 

Effective market based congestion management system - FR Processes and systems will be in place to continue the legacy of 
reliability while allowing maximum access to markets – BW 

Successfully implemented regional scheduling, market settlement and 
congestion management processes – NB 

We will have developed and implemented structures and systems to 
satisfy all stakeholders (regulatory bodies, members, end-use 
customers, through-put users – BW 

Congestion management resolved and effectively implemented Have an open and transparent market settled (include as #1-6) process 
- RHD 

Drove investment cost sharing across North America - JEE Completed market based information system on time on cost 
(Accenture project) – LMS 

 Became recognized as the preeminent provider of “RTO Services” such 
as dispatch, scheduling, reconciliation (just examples) etc. - RM 

 Increased information technology - GA 
 Designed, procured & implemented effective technology & systems to 

manage SPP business – facilitate wholesale & retail markets 
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L.  GOVERNANCE/INFRASTRUCTURE  
Adapted to the fast changing industry 

•  Recognized along the way to remain flexible – TG 
Develop vision, mission and strategies to serve as a guide for SPP staff 
and committees  

Developed a “for profit” arm that provides services (and thus reduces 
SPP costs) – TJM 

Develop plans & budgets from vision & strategies and empower SPP 
staff to implement – AL 

Initiated a strategic planning process utilizing all players and non-
stakeholders – GA 

Give more authority to committees guided by appropriate operating 
procedures – QJ 

Established a corporate structure w/financial management 
accountability – KC 

Reorganize Board of Directors committee structure 
•  Governance Committee 
•  Finance Committee/audit 
•  Human Resources 

Made sure SPP did not “drift” into becoming an “energy exchange” – 
focus on transmission - MD 

Changed collaborative culture to aggressive change agency – JEE 

Capitalized on out-source services to other adjoining RTO’s (SPP’s 
expertise & resources) to lower costs – MD 

SPP Staff & Board leadership are second to none and constantly look 
for opportunities to reliable, cost effective growth – LMS 

Improved the corporate governance – in particular the decision making 
structure – RM 

Create mechanism by which staff gives assessment from operational 
point of view (meets certain criteria) of any proposal to the BOD by 
standing member committees 

Successfully achieve a balance between technical (reliability), political 
(inc. regulatory) and commercial (economic) imperatives - RM 

Carried forward the philosophy of a true “service” organization - GV 
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M.  BOARD  
Followed through with what we began in this workshop by becoming a 
proactive board – KC 

Transitioned to a non-stakeholder board – MD 

Develop an organization that is flexible enough to work with or without 
deregulation.  Don’t wait on dereg! – AL 

      The corporate design of SPP for more effective use of non-
stakeholder directors – JEO 

Changed governance structure to make for more effective board 
meetings – QJ 

 

Reoriented board to proactive direction finders – JEE  
SPP has clearly defined who their customers are; anticipate their 
customers needs & build OP. plans based upon this. - MD 
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N.  COMPLIANCE 

All entities participating in the market are committed to membership & compliant to rules 
 



 

1 

Southwest Power Pool 
Board of Director Retreat 

May 7 – 8, 2001 
 

STRENGTHS 
 
Team #1 

•  Staff 
•  Customer focused 
•  Current operational history/momentum                   
•  Consensus 
•  Membership 
•  Reliability 
•  Capacity (gen.) 
•  Participation 

 
Team #2 

•  Long term relationships 
•  Staff compatibility 
•  Board structure 
•  Collaborative process 
•  Cultural 
•  Regulatory engagement 
•  Member participation 

 
Team #3 

•  Voluntary structure 
•  Geographic location 
•  Diversity of membership 
•  Co-operative culture 
•  Single federal jurisdiction 
•  Minimal debt 
•  Low cost structure 
•  Hybrid board structure 

 
Team #4 

•  History (3) 
•  Diversity of members 
•  Adequate supply 
•  Strong interest in generation 
•  Infrastructure-tariff, security, staff 
•  Openness/willingness to look @ different models 
•  Member participation 
•  Evolution process 

 
Team #5 

•  Consensus process    
•  Voluntary nature of process 
•  State regulatory support 
•  Technical competence of staff 
•  Geographical scope 
•  Multi-political interface 
•  State of art – systems 
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WEAKNESSES 
 
Team #1 

•  Transmission adequacy 
•  Staff understanding of market ops. 
•  Lack of FERC relationship           
•  Process for transmission construction 
•  Lack process for comm. coordination 
•  Non-comparability network vs. P.T.P. 

 
Team #2 

•  Collaborative process 
•  Scope (geographic reach) 
•  Is model correct 
•  Load not under tariff 
•  Regulatory uncertain 
 

Team #3 
•  Potential Loss of members (voluntary structure) 
•  Hyper staff growth  
•  Multiple state regulatory bodies 
•  Lack of RTO recognition 
•  Holes in our “footprint” 

 
Team #4 

•  Time response – member committee format 
•  No mandatory participation 
•  No clear definition from FERC 
•  Slow transition from grandfather agreements 
•  Inability to determine if playing field is level 
•  Inadequate investment in transmission & design & regulations 
•  Lack of good joint planning process 
•  Not for profit status (SPP) 
•  Lack of accountability and authority 
•  Participative process based on history 
•  Rate design 
•  Cost recovery 
•  Multi state jurisdictions 

 
Team #5 

•  Voluntary nature of process 
•  Corporate governance 
•  Decision making process 
•  FERC’s continued resistance 
•  Voice of pool? 
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SUCCESS DESCRIPTION 

Team #1 
•  All load under tariff as (network service) 
•  Transmission planning and construction process that mitigates constraints 
•  TLR only for less probable contingencies 
•  Current membership with/no “holes” 
•  Seamless inter-RTO operation 
•  For profit Transco 
•  Excellent FERC and other regulatory relationship 
•  Schedule 1 fees under $0.10/mwh 
•  Single control area 
•  Market confidence in SPP 
•  Increased Automation to minimize errors 
•  Minimal disputes/complaints 
•  Incentive rate of return for transmission 

 
Team # 2 
-In 3 years (5-10) 

•  FERC recognized (5 filings or less)!! 
•  Non-stakeholder board?? 
•  Transco Model RTO?? 
•  Transparent transmission system – SPP constructing needed transmission 
•  Regulatory stability 
•  Market in the generation and distribution 

 
Team #3     

Market/Scope & Configuration 
•  Expand to 130 GW 
•  Targets: TVA, Southern, AEC, MAPP 
•  100% funding transmission 

 
Level of Service 

•  Successful completion of all requirements of Order 2000 
•  Multi-state regulatory compact 

 
Service/Product sets 
Providing outsourcing services (reducing our costs) 

 
Team #4 

•  Effective planning & implementation process (e.g. regulatory teams) 
•  Committed membership 
•  Long term membership agreements 
•  Effective market-based congestion management system (e.g. incentive participant scheme) 
•  Systems in place to facilitate wholesale & retail service 
•  Expanded scope in membership & geographic area 
•  RTO recognition 
•  Effective resolution of seams issue 
•  Revenue=Increased through put 
•  Effective financial management system 
•  Effective transmission rate design 
•  Market 
•  Scope & configuration 
•  Level of services 
•  Services/products set 

 
Team #5 

•  One of three RTOs in Eastern Interconnection based on natural trading pattern 
•  Margin of capacity required by states/FERC/NERC/etc. 
•  Proactive influencing states/FERC/NERC/etc. 
•  Source of state of union/information on transmission and energy markets 
•  Corporate structure that manages cost/profit mechanism in a forward looking manner 
•  Provider of services to ERCOT 
•  Ameren in SPP 



Board of Directors Retreat 
May 7 – 8, 2001 

4 

 
 
 

MISSION 
 
Team #1 
 
SPP will provide low cost, reliable electrical transmission and related services that enable an efficient, 
robust power market for our members (stakeholders?) and customers.  
 
Team #2 
 
To facilitate open and competitive electric energy markets, the SPP through collaboration of its stake 
holders shall ensure reliability and provide non-discriminatory transmission and ancillary (related) services 
in the widest possible geographic area.   The SPP shall plan and facilitate necessary network expansions 
while maintaining the lowest possible costs consistent with sound business practices.  
 
Team #3 
 
SPP’s  mission is to ensure the reliability and efficiency of the transmission network while enhancing 
wholesale markets to provide competitively priced power to consumers.    
 
Team #4 
 
To ensure nondiscriminatory open access to safe reliable transmission services while providing efficient 
utilization of the transmission system and facilitating adequate transmission system expansion, providing 
and value based service to our customers.   
 
 
Team #5 
 
Become the leading North American RTO by providing our customers a flexible and expansive 
transmission platform to service effective, efficient, and reliable power markets, drawing on strengths of 
diverse membership and our collaborative process to develop aggressive policies to create and 
implement best practices that result in world class operations. 
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SPP Vision/Mission Statement 
 
 
TO BE ACKNOWLEDGED AS THE PREEMINENT PROVIDER OF RELIABLE, 

FLEXIBLE, EXPANSIVE, NON-DISCRIMINATORY ELECTRIC TRANSMISSION AND 

ANCILLARY (related/associated) SERVICES; DISTRIBUTED ON AN EFFICIENT, 

RELIABLE, COST-ATTRACTIVE PLATFORM TO CONSUMERS IN ALL DESIGNATED 

MARKETS. 
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OPPORTUNITIES 

 
Team #1 

•  Independent 
•  Equitable treatment/service. 
•  Low cost efficient 
•  Reliability 
•  Wholesale/retail 
•  Enabling healthy/efficient/robust market 

 
Team #2 

•  Improve model 
•  Expand scope 
•  Shape regulatory 
•  Optimize access and through PUT 

 
Team #3 

•  Outsourcing for others 
•  Be model RTO 
•  Creative structures (add transmission) 
•  Transmission construction process 
•  SERC 
•  Retail access 
•  Network service 
•  Mitigation of seams issues 
•  Rto status 
•  Outsourcing of services 

 
Team #4 

•  Capturing incremental revenue 
•  Incentives systems instead of penalty system 
•  Work externally on issues important to SPP 
•  Growth area of U.S. 
•  Work with generator provider to ensure it is place properly 
•  Manage own risk properly 

 
 
Team #5 

•  Corporate Governance 
•  Provide Service that distinguishes 
•  Proactive Leadership in RTO development 
•  Opportunity to implement right 
•  Educate State regulators/customers/political to prevent California type 
•  Define customers and meet their expectations/product/services 
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THREATS 

 
Team #1 

•  Implementation of MOU 
•  Membership continuity 
•  Inadequate implementation 
•  Regulatory uncertainty 
•  Systems readiness 

 
Team #2 

•  No obligation participate 
•  Time 
•  Changing rules 

 
Team #3 

•  Further splintering 
•  Failure to accommodate transmission needs 
•  Spiraling costs 
•  Competition for staff 
•  Regulatory uncertainty 
 

Team #4 
•  Transmission providers 
•  Reliability (loss of) 
•  Price risk of future 
•  Time response 
•  FERC 

 
Team #5 

•  Geographic scope large enough 
•  Political environment 
•  High cost to systems/schedule high overhead 
•  Voluntary nature of 2000 poaching 
•  Overreaction to Control Area Implementation Task Force  
•  Rules changing-creates uncertainty 
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BOARD RETREAT CULMINATION 

 
STRENGTHS 

 
CONSENSUS PROCESS                                                        (1,3,4,5) 

VOLUNTARY STRUCTURE                                                                    (3,5) 

HYBRID BOARD/BOARD STRUCTURE                                                         (2,3) 

DIVERSITY OF MEMBERSHIP                                                        (1,3,4) 

HISTORY/MOMENTUM                                                           (1,4) 

STAFF CAPABILITY                                                     (1,2,4,5) 

GENERATION ABILITY AND INTEREST                                                     (1,2,4) 

GEOGRAPHY                                                            (3,5) 

RELIABILITY                                                          (3,5) 

CUSTOMER FOCUS                                                          (1,2) 

REGULATORY SUPPORT & ENVIRONMENT                                                     (2,3,5) 

STATE-OF-THE-ART SYSTEMS                                                            (5) 

MULTI-POLITICAL INTERFACE                                                            (5) 

MINIMAL DEBT                                                             (3) 

LOW COST STRUCTURE                                                            (3) 

EVOLUTION PROCESS                                                            (4) 

INFRASTRUCTURE (TARIFF, SECURITY)                                                           (4) 
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WEAKNESSES 

 
 
TRANSMISSION ADEQUACY                         (1) 

STAFF UNDERSTANDING OF MKTG/OPS                                                           (1) 

FERC RELATIONSHIP/DIRECT                                                     (1,4,5) 

PROCESS FOR TRANSMISSION CONSTRUCTION                                                          (1) 

PROCESS FOR COMMITTEE COORDINATION                                                           (1) 

NON-COMPARABILITY NETWROK VS P.T. P.                                                           (1) 

VOLUNTARY PROCESSES/POTENTIAL LOSS OF MBRS                                               (3,4,5) 

CORPORATE GOVERNANCE                                                           (5) 

DECISION-MAKING PROCESS                                                        (4,5) 

VOICE OF POOL                                                           (5) 

COLLABORATIVE PROCESS                                                        (2,4) 

GEOGRAPHIC REACH                                                           (2) 

HYPER-GROWTH (STAFF)                                                           (3) 

MULTI-STATE REGULATION                                                           (3) 

LACK OF RTO STATUS                                                           (3) 

“HOLES IN OUR FOOTPRINT”                                                           (3) 

LACK OF JT(JOINT) PLANNING PROCESS   
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OPPORTUNITIES 

 
 
TRANSMISSION CONSTRUCTION PROCESS (1) 

SERC (1) 

RETAIL ACCESS (1) 

NETWORK & SERVICE/EXPAND SCOPE (1,2,4) 

MITIGATION OF SEAMS ISSUES (1) 

RTO STATUS/MODEL RTO (1,3,5) 

IMPROVE MODEL 

OPTIMIZE ACCESS/THRU-PUT (2) 

SHAPE REGULATORY POLICY (2) 

OUTSOURCING FOR OTHERS (3,1) 

CREATIVE STRUCTURES/ADD TRANSMISSION  (3) 

PROVIDE SVC. THAT DISTINGUISHES (5) 

IMPROVE CORP. GOVERNANCE (5) 

START CRM (Customer Relationship Management) (5) 

EDUCATE STATES/CUSTOMERS TO AVOID CALIFORNIA REPEAT (5) 

INCENTIVE SYSTEM NOT PENALTY (4) 

WORK W/GENERATOR PROVIDER TO ENSURE PROPER  

PLACEMENT (4) 

MANAGE OWN RISK PROPERLY (4) 
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THREATS 
 
 

IMPLEMENTATION OF MOU (1) 

MEMBERSHIP DISCONTINUITY/SPLINTERING (1,3,5) 

INADEQUATE IMPLEMENTATION (1) 

REGULATORY UNCERTAINTY/FERC (1,3,5,4) 

SYSTEMS NOT READY 

FAIL TO ACCOMMODATE TRANSMISSION NEEDS (1,3,4) 

CHANGING RULES (2) 

NO BINDING PARTICIPATION (2) 

TIME PRESSURES NOT MANAGED  (2,4) 

SPIRALING (UP) COSTS/HIGH COSTS SYS & O/H (3,5) 

COMPETITION FOR STAFF/POACHING (3,5) 

POLITICAL ENVIRONMENT (5) 

GEOGRAPHIC SCOPE LARGE ENOUGH (5) 

OVERREACTION TO CALIFORNIA (5) 

TRANSMISSION PROVIDERS  (4) 

PRICE RISK (FUTURE) (4) 
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Southwest Power Pool 
COMMERCIAL PRACTICES COMMITTEE 

Recommendation to the Board of Directors 
July 17, 2001 

 
 
Background 
The Congestion Management Systems Working Group (CMSWG) was formed to design 
real-time rules for market based congestion management within SPP. 
 
Analysis 
Based on several months of deliberation, the CMSWG published white papers on real-
time market and forward market design. At the February 20, 2001 Board of Directors 
meeting, Mr. McNamara presented a three-part recommendation including cornerstones 
for real-time market design, the forward market, and conversion for existing transmission 
right and requested their approval.  After discussion, it was determined that the issue 
was not ready for a vote by the Board of Directors and consideration of the all the 
cornerstone principles was tabled for further debate by the CMSWG.  Now, after further 
deliberation, the CPC is recommending approval of the following cornerstone principles 
to guide their continued work: 
 
 Cornerstone principles for Real Time Market Design: 

1. Support balanced/unbalanced and covered/uncovered schedules that allow load to take 
full advantage of spot market resources. 

2. Support forward transmission rights that function as financial rights. 
3. Support real-time LMP pricing as ex post based on actual total demand and actual total 

generation. 
4. Support the real time market as an aggregation of bilateral and spot supplies. 
5. Support the RTO’s role as physical coordinator responsible for reliability, scheduling, 

dispatch and SPP load forecast. 
6. Minimize the RTO's need to take a position in the real time energy markets. 
7. Attribute costs incurred by the SPP RTO to market participants based on the principle of 

cost causation except where application of this principle is impractical, overly 
cumbersome, or inherently unfair. 

 
Cornerstone principles for Forward Markets: 
1. The holder of an FCH is paid the congestion rents for specified transactions that are 

collected by the SPP in its application of LMP. 
2. With the assumptions of unbalanced and uncovered schedules, hedges against the 

payments of congestion rents are financial rather than physical – Financial Congestion 
Hedge (FCH). 

3. The SPP will issue specified quantities of FCHs that are uni-directional options. 
Obligations may be developed as the market requires. 

4. Congestion rents are credited to holders of FCH up to the maximum of their actually 
incurred congestion rents at the congestion price times the quantity of FCHs used. 
•  This means that if a market participant is holding FCHs in excess of what it needs to 

cover the congestion rents it is charged, that market participant will not receive 
payments for FCHs that it has not used.    

•  This also means that if a market participant incurs congestion rents in excess of what 
it has covered by FCHs, that market participant will have to pay the SPP those 
congestion rents.   

•  If congestion rents collected by the SPP are in excess of what the SPP has paid out 
to FCH holders, this residual congestion rent revenue may be held as a contingency 



to buy back FCHs (if necessitated by changes in the system configuration), or to 
offset revenue requirements for embedded transmission costs.  

5. Given the conditions determined for bundled load and grandfathered transmission, FCHs 
will initially be sold by the SPP in markets designed to award quantities on the basis of 
the highest value to the market. 

6. FCH proceeds offset revenue requirements for transmission service, subject to the SPP 
maintaining a Board approved reserve. 

7. SPP will only operate the primary FCH market. SPP will publish information necessary to 
support a secondary market. The secondary market will provide information necessary to 
settle with holders of FCH. 

 
Cornerstone principles for conversion of existing transmission rights: 
1. To the extent possible, existing customers should not lose transmission benefits as the 

result of the conversion of existing transmission service agreements. 
2. All wholesale and retail customers using firm transmission service under existing 

transmission service agreements are entitled to a share of the FCHs based upon their 
use of the transmission system. 

3. Existing transmission service agreements include but are not limited to bundled purchase 
power agreements, grandfathered transmission service agreements with a Transmission 
Owner, other long-term transmission service agreements, and whether explicit or implicit, 
agreements with customers taking bundled retail service. 

4. After the implementation of the proposed Congestion Management System (CMS), all of 
the transmission service provided by the SPP RTO with a point of withdrawal inside the 
RTO will have the same priority of service. 

5. Transactions with points of withdrawal inside the RTO will be curtailed on a non-
discriminatory basis within the congested area in accordance with established  
emergency procedures when necessary to maintain to maintain physical security of the 
system. 

6. Because the CMS will assure physical delivery, to the extent possible, and non-
discriminatory curtailments when necessary, the remaining rights contained in existing 
transmission service agreements are financial. 

7. Because the existing transmission service agreements represent agreements between a 
customer or a group of customers and the transmission owner, the customer(s) and the 
owner must agree to the conversion of the agreements. 

8. Although it is very desirable to convert all existing transmission service agreements to a 
format consistent with the CMS, all parties must honor these existing transmission 
service agreements until they are converted or expire. 

9. The conversion of an existing transmission service agreement will not impose any 
responsibilities on the RTO to provide services other than those services that the RTO is 
permitted to offer through Board of Director's actions and the Tariff. Therefore, the parties 
to the existing transmission service agreements must resolve the other elements of the 
existing agreements among themselves. 

10. Whether existing transmission service agreements are converted or not, they will be 
accounted for in the calculation of total transmission rights. 

 
Recommendation 
The Commercial Practices Committee recommends that the Board of Directors approve 
the CMSWG Real Time, Forward, and Conversion Cornerstones and direct the CMSWG 
to move forward with meeting FERC’s December 15, 2002 deadline for a Market-based 
Congestion Management System based on these cornerstones. 
 
Approved: Congestion Management Systems Working Group 6/21/01  
 Commercial Practices Committee 6/29/01  
 
Action Requested: Approve Recommendation 



Southwest Power Pool 
EMPLOYEE BENEFITS WORKING GROUP 

2001 Annual Expenses for 
SPP Retirement Plan and Retiree Medical Coverage 

Recommendation to the Board of Directors 
July 27, 2001 

 
 

Background 
The SPP Employee Benefits Working Group (EBWG) is charged to review and 
recommend to the SPP Board of Directors the annual SPP Retirement Plan and 
Retiree Medical Coverage expense. 

 
 In the 2001 approved budget, SPP 

budgeted to contribute $500,000 to 
the SPP Retirement Fund, based on 
adding 24 employees to the staff in 
2000 for a year-end total of 78.  The 
SPP actuary computed the 2001 
minimum required contribution 
requirements and maximum tax-
deductible contribution at $337,671 
and $614,944 respectively.  These 
levels are based on 2000 staff 
salaries, an annual salary growth of 4% and an annual investment return on plan 
assets of 7%.   

 
 To remain within the approved budget, the EBWG is recommending contributing 

$500,000 to the SPP Retirement Plan for 2001.  The total liability, if the plan were 
terminated on January 1, 2001, is estimated to be $1,334,000, which compares to 
assets of $1,427,000 on Dec 31, 2000.  To make the plan fully funded (on a 
termination basis) by the end of 2001 a contribution of about $332,000 would be 
needed to cover the employee’s benefits accrual in 2001.   

 
 These numbers do not include the value of the subsidized early retirement feature, 

which applies when an active employee retires after age 55.  It does not apply when 
an employee terminates before age 55.  The current value of this subsidy, assuming 
that it would apply to everyone who currently has ten or more years of service, is 
about $600,000.   

 
 In 2000, the Board approved a contribution of $400,000 to the Plan.  In two of the 

previous four years, SPP contributed at the maximum tax-deductible limit.  
 
 The 2000 investment return for the retirement funds was –6.1%. 
 

Funding History
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Retiree Medical Coverage
Funding History

Funding

 
 In 1995, the Board of Directors approved 

retiree medical coverage for the SPP 
employees who retire at their Normal 
Retirement Date as defined in the SPP 
Retirement Plan.  The SPP actuary 
computed the net periodic post retirement 
benefit cost for this benefit in 2001 at 
$237,986. This computation is based on a 
7% discount rate, and a 7% investment 
return on plan assets, and retirement at age 
65. The health care cost trend was assumed 
to increase an average of 8% for 5 years and 5% thereafter.  

 
 The 2000 investment return for the retiree medical coverage funds was –8.06%. 
  
 $226,000 is budgeted for retiree medical coverage in the 2001 approved budget.  
 

Recommendation 
 Approve the 2001 funding of $500,000 for the SPP Retirement Plan and $237,986 

for the retiree medical coverage of SPP employees retiring at the Normal Retirement 
Date.  
 
Approved:    Employee Benefits Working Group 04/17/2001  
 
Action Requested:   Approve Recommendation 





Draft 

 
+ 

CMRTO/SPPRTO Pricing Task Force 
(PTF) 

Coordination Strawman 
(via a Seams Agreement) 

 
 
 

•  CMRTO will have a seams agreement with SPPRTO to cause CMRTO TOs to 
have rights and responsibilities equivalent to the current SPPRTO TOs. 

•  CMRTO and SPPRTO will use MAPPCOR assets/personnel for CMRTO 
operations (e.g. security/communications/ATC calculations) for a period of time.  
CMRTO and SPPRTO will determine how to assess the MAPPCOR and 
SPPRTO grid management costs to CMRTO. 

•  There will be ZTA/SRA type protection for existing CMRTO transactions, or 
CMRTO and SPPRTO will include existing CMRTO transactions in the revenue 
allocation proposal. 

•  For new members of SPPRTO, any seams agreements would contain a hold-
harmless mechanism (e.g. ZTA/SRA) for some set time (e.g. for initial 5 year 
equalization period). 

•  CMRTO will be a single zone to under the SPPRTO tariff. 
•  CMRTO can include non–control area TOs in its pricing zone. 
•  CMRTO can include as grandfathered, joint dispatch agreements under which 

transmission charges are waived. 
•  Non-contiguous areas can be in the same pricing zone. 
•  Units on the cusp of two RTOs that do not pay transmission currently would not 

pay transmission in the future, even absent a contract, if with the same entity. 
•  CMRTO currently assesses all TOs a pro-rata of all transmission investments and 

do not intend to shift the same to SPPRTO TOs, and vice versa. 
•  Federal entity provisions need to be included. 
•  CMRTO and SPPRTO may will use the same advanced congestion management 

system required by FERC.  The allocation of transmission rights to existing 
agreements could differ between CMRTO and SPPRTO. 

•  CMRTO and SPPRTO will quickly do a joint detailed study of the tariff (terms, 
conditions, etc.) to determine if there are any additional issues.  The study will 
include the modeling of current transactions. 

•  Information will be shared very soon in order to facilitate the development of the 
coordination consolidation plan. 

•  There will be expeditious action in pursuit of the consolidation coordination.  The 
goal is to consummate the coordination plan within two to three months. 

 
 
 
 



 

+ 
CMRTO/SPPRTO Pricing Task Force 

(PTF) 
Consolidation Strawman 

 
 
 

•  Each CMRTO transmission owner (TO) will be a SPPRTO TO with rights and 
responsibilities equivalent to the current SPPRTO TOs. 

•  CMRTO and SPPRTO will use MAPPCOR assets/personnel for CMRTO 
operations (e.g. security/communications/ATC calculations) for a period of time.  
CMRTO and SPPRTO will determine how to assess the MAPPCOR and 
SPPRTO grid management costs to CMRTO. 

•  There will be ZTA/SRA type protection for existing CMRTO transactions, or 
CMRTO and SPPRTO will include existing CMRTO transactions in the revenue 
allocation proposal. 

•  For new members of SPPRTO, any seams agreements would contain a hold-
harmless mechanism (e.g. ZTA/SRA) for some set time (e.g. for initial 5 year 
equalization period). 

•  CMRTO will be a single zone under the SPPRTO tariff. 
•  CMRTO can include non–control area TOs in its pricing zone. 
•  CMRTO can include as grandfathered, joint dispatch agreements under which 

transmission charges are waived. 
•  Non-contiguous areas can be in the same pricing zone. 
•  Units on the cusp of two RTOs that do not pay transmission currently would not 

pay transmission in the future, even absent a contract, if with the same entity. 
•  CMRTO currently assesses all TOs a pro-rata of all transmission investments and 

do not intend to shift the same to SPPRTO TOs, and vice versa. 
•  Federal entity provisions need to be included. 
•  CMRTO and SPPRTO will use the same advanced congestion management 

system required by FERC.  The allocation of transmission rights to existing 
agreements could differ between CMRTO and SPPRTO. 

•  CMRTO and SPPRTO will quickly do a joint detailed study of the tariff (terms, 
conditions, etc.) to determine if there are any additional issues.  The study will 
include the modeling of current transactions. 

•  Information will be shared very soon in order to facilitate the development of the 
consolidation plan. 

•  There will be expeditious action in pursuit of the consolidation coordination.  The 
goal is to consummate the consolidation within two to three months. 
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