Southwest Power Pool
ECONOMIC STUDIES WORKING GROUP
April 19, 2012

Web Conference

* SUMMARY OF ACTIONS TAKEN »

1. The ESWG approved the load growth method for use in the fourth future of the 2013 ITP20. The
Combined Policy Future will use a 1% annual growth rate from 2021 to 2033, which will be
applied from 2012 to 2033.
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Southwest Power Pool
ECONOMIC STUDIES WORKING GROUP
April 19, 2012

Web Conference

* MINUTES -

Agenda ltem 1 — Administrative ltems

Agenda ltem la — Call to Order, Introductions

Chair Alan Myers (ITC Great Plains, LLC) called the meeting of the Economic Studies Working Group
(ESWG) to order at 10:03 a.m., welcomed those in attendance, and asked for introductions (Attachment —
Attendance List).

There were 18 web conference participants representing 9 of 13 members.

Agenda Item 1b — Receipt of Proxies

Tim Miller (SPP staff) received proxy statements. There were no proxies identified.

Agenda ltem 1c — Review of Agenda

Chair Alan Myers (ITC Great Plains, LLC) presented the agenda for review and asked for any additions or
corrections. The third item on the agenda was moved for earlier discussion to accommodate member
schedules (Attachment — Agenda).

Agenda ltem 2 — Metric Task Force Progress on Benefit Metrics

Kip Fox (AEP) gave a briefing on the Metrics Task Force progress, addressing each of the metric
categories being considered with an update and call for questions. The Metrics Task Force will meet
again on May 11"in Kansas City. The task force will provide a draft report to the ESWG in July 2012. The
report will provide the ESWG with the substantial portion of the metric monetization completed; the
ESWG will be given options for the metrics that pose greater difficulty.

Agenda ltem 3 — 2013 ITP20
Agenda Item 3a — Future 4 “Combined Policy”: Load Growth Approach

Tim Miller (SPP staff) presented two staff recommendations regarding the treatment of load in the fourth
future of the 2013 ITP20. The group approved the treatment of SPP region-wide load growth (Attachment
— 2013 ITP20 Future 4 Load Growth, slide 7) and asked staff for more information regarding the treatment
of zonal load growth rates and the energy growth rate.

A motion to adopt the demand growth approach represented by a line from the
2012 peak load to the peak load of option 1 in 2033 was made by Paul Dietz (Westar
Energy) and seconded. The motion was approved unanimously.

ACTION ITEM: Staff will compile the peak demand and energy values from the load review survey and
apply the pro rata approach for Future 4 as an example for the group’s next discussion. Additionally, staff
will include the following items for the May ESWG meeting in the summary of the peak demand and
energy survey: peak demand, peak demand growth, annual energy, annual energy growth, annual load
factor growth, application of a modest increase in load factor, and the derivation of load factor with energy
held constant.
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Agenda Item 3b — Generation Resource Expansion Plan Approach & Timeline

Tim Miller (SPP staff) provided and overview of the approach to the generation resource expansion plan
and requested that the group prepare questions for the May ESWG meeting where the resource planning
process will be discussed in depth.

Closing ltems

Chair Alan Myers (ITC Great Plains, LLC) requested if any other items merited discussion. Greg Sweet
(Empire District) requested the status of the ITP10 High Priority Study and the Policy Survey. The
Strategic Planning Committee’s approval of staff's recommendation to forego the High Priority study
based upon the small number of retirements in the Policy Survey was discussed. The clarifications
requested at the last meeting regarding the Policy Survey will be discussed at the May ESWG.

Respectfully Submitted,

Tim Miller,

Secretary
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Southwest Power Pool, Inc.
ECONOMIC STUDIES WORKING GROUP

April 19, 2012

Web Conference

e« ATTENDANCE LIST -

Attendee Company

Alan Myers ITC Great Plains
Bennie Weeks Xcel Energy
Bruce Walkup AECC

David Ried OPPD

Greg Sweet Empire

Kip Fox AEP

Michael Watt OMPA

Paul Dietz Westar

Randy Collier City Utilities Springfield, MO
Tim Miller SPP staff

Bill Leung Consultant

Dan Hartman

Jason Shook

GDS Associates

Josh Ross SPP staff
Juliano Freitas SPP staff
Mitch Williams WEFEC

Roy Boyer Xcel Energy
Tim Owens NPPD
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ECONOMIC STUDIES WORKING GROUP

April 19, 2012

Web Conference

- AGENDA -

10:00 am — 12:00 pm

1. Administrative items

a. Call to Order, INtrodUCLIONS.........ccoiiiiiieiiiiie e Alan Myers (10 minutes)
D.  RECEIPL OF PrOXIES ...eeiiiiiiiii ittt Tim Miller (1 minute)
C. ReVIEW Of AQENAA ......cooiiiiiiiiie e Alan Myers (5 minutes)
2. Metric Task Force Progress on Benefit MetriCs ..........cuuveeeiieiiiiiiiiiiieeee e, Kip Fox (30 minutes)

3. 20131TP20
a. Future 4 “Combined Policy”: Load Growth Approach (Approval Item)* . Tim Miller (30 minutes)
b. Generation Resource Expansion Plan Approach & Timeline................. Tim Miller (30 minutes)
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SPP example — Peak Regional Demand

*  Which year should the load growth reduction start to
apply?

70.000 1 5013 1TP20 Peak Demand Methodology Futurel

Combined Policy growth rate of 1.00% less than Business As Usual
65,000 | Adjust growth rate from 2012 or from 2021?

60,000 2021

option 1)

55,000 -

Future 4 (option 2)

SPP Total Summer Demand (MW)

50,000 -
Reduces peak demand
11% (option 1) and
45,000 - 19% (option 2) from Future 1
40,000
35,000
*Exact values will be determined following the demand and energy review.
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MOTION: move that we adopt the line that begins in 2012 and ends in 2033 at the same spot as option 1.
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Future 4: Combined Policy

e  Future Definition

— 20% RPS, include DSM, load growth reduction and a
carbon constraint.

— Load growth reduction from Business as Usual by
approximately 1% annually

— Commonalities with Business as Usual
m Entergy in MISO RTO

=  EPAregulations

e How will this future be treated in the models?
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Differences from the Business as Usual

e 20% Renewable Portfolio Standard (RPS)

— To meet region’s needs — does not affect load profiles or
levels

 Include Demand-Side Management (DSM) & load
growth reduction

— Affects annual energy, system peaks, and load profiles
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What is DSM?

“Demand Response is a subset of the broader category of
end-use customer energy solutions known as Demand-Side
Management (DSM). In addition to Demand Response,
DSM includes energy efficiency programs. “

— NERC Demand Response Discussion for 2007 Long-Term Reliability Assessment

DSM

Demand Energy
Response Efficiency
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Effect on the Load Profile

Figure l1a: Effect of energy efficiency on the load profile

Energy Efficiency
reduces the total kWh
(energy) used, Demand
Response reduces the
kW (demand) during a
Figure i ffct of demend response on theload pofhe small number of peak

hours. - Energy Efficiency and

Demand Response: Working together
in an integrated approach to managing
energy, Global energy and
Sustainability, Johnson Controls, Feb
2012
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Examples of Industry Approaches

“This study estimates that the savings from demand
response and energy efficiency programs combined over
the next twenty years... completely offsets growth in peak

”
demand.” - rssessment of Demand Response and Energy Efficiency Potential for Midwest
ISO, Global Energy Partners, LLC, July 2010

Reductions in peak demand due to demand response
estimated for different scenarios at 4% to 20% from the

Business as Usual through 2019 - 2 national Assessment of Demand
Response Potential, FERC, June 2009
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SPP example — Peak Regional Demand

e Which year should the load growth reduction start to
apply?

70,000 7 2013 1TP20 Peak Demand Methodology Future 1
Combined Policy growth rate of 1.00% less than Business As Usual
1 Adjust growth rate from 2012 or from 20217

65,000

60,000 -

Future 4 (option 1)

55,000 -

Future 4 (option 2)

SPP Total Summer Demand (MW)

50,000 -
Reduces peak demand
11% (option 1) and
45,000 - 19% (option 2) from Future 1
40,000 -
35,000 A
*Exact values will be determined following the demand and energy review.
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SPP example — Zonal Treatment

e Individual zones have diverse load growth rates

e Applying the ratio of Combined Policy SPP load growth
to Business as Usual SPP load growth over the period to
the zonal load growths should preserve the uniqueness
of zonal load growth rates

Avg. Real & Forecasted 2.0%

' Load Growth Rate (2010 - 2021)

1.1%

1.1%
| 08% 79 0.6%

. . - = .
SPP OGE

SPS AEP - AEP - OPPD LES SEPC  KACY-BPU
SOEP PSOK

Growth Rate (%)
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Zonal example — Negative Growth

e Some zones exhibit load growth of less than 1% in the
Business as Usual, should the growth go negative?

Summer Peak Demand (MW)

700

600

500 -

400 -

300 -

200 -

100

SEPC experiences less than 1% growth in Future 1,

therefore load reduces with time in Future 4 Future 1

~— e Future 4 (option 1)
__.-‘-—-_

e Future 4 (option 2)

*Exact values will be determined following the demand and energy review.

T T T T T T 1
o i ~ (a2] b= uy [Xe] r~ [£s] [#2] o - ~ [aa] < u w0 ™~ o0 (o] o i ~J mM
— — — — — — — - -l -l ~ i~ —~ ™~ ™~ ™~ ™~ ™~ ™~ ™~ o (3] (32 (32
o o o o o o o o o o o o o o o o o o o o o o o o
i~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ™~ ™~ ™~ (] (] (] ™~ i~ ~J ~J ~J

0O-0-0-0-0-0

150f2’§)SPP 9



O-0-0
0O-0-0-0-0-0

Zonal example — Positive Growth

e If zonal growth is reduced in proportion to regional
growth it will be positive

Summer Peak Demand (MW)

700

600

500 -

400 -

300 -

200 -

100

SEPC experiences less than 1% growth in Future 1,

therefore load reduces with time in Future 4 Future 1

Future 4 (option 1)
— e —

Future 4 (option 2)

*Exact values will be determined following the demand and energy review.
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Annual Energy — Similar Load Factor

e Business as Usual
— Employs forecasted load factors (EIA-411) for energy
— Stakeholder review underway

e Combined Policy
— Utilize the same load factors

— Reducing peak will reduce energy

Peak (MW) - 8,760 (hrs) - Load Factor (%) = Energy (MWh)

Calculation of annual energy

11
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Recommendation — Zonal Load

e SPP staff recommends the treatment of load that
utilizes a 1% reduction in the region’s load growth
from 2012 to 2033 be utilized in Future 4: Combined
Policy for the 2013 ITP20 with the treatment of zonal
load growths based upon a pro-rata application off
region wide growth. SPP staff recommends that other
areas in the model (Eastern Interconnect) be treated in
the same manner.
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Recommendation — Annual Energy

SPP staff recommends the same load factor used for
each zone in Future 1: Business as Usual be applied to
the zonal peaks identified for Future 4: Combined
Policy for the 2013 ITP20. SPP staff recommends that
other areas in the model (Eastern Interconnect) be
treated in the same manner.
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Timeline — Resource Plan

e Critical path for 2013 ITP20

 Stakeholder review
— 1t pass: draft results
— 2" pass: Business as Usual complete

— 3rdpass: all futures

21 ofzz;SPP 5



O-0-0
0O-0-0-0-0-0

Key Components — Resource Plan

e Capacity Margin Calculation
— 2013 ITP20 Scope
— Load and Demand (Load Forecast Review)
— EPA Regulation Impacts (Policy Survey)
e Candidate Units
— Types
— Operational Parameters

— Capital Costs
e Siting Rules

220fl§)SPP 3
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Approach to Key Components

e Capacity Margin Calculation
— Use identical format to the 2012 ITP10
e (Candidate Units

— Utilize candidate units and parameters from the last
ITP20

e Siting Rules
— Utilize rules from the last ITP20
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Timeline of Stakeholder Review

April ESWG

Policy Survey

May ESWG

Siting Rules

Capacity Margin
Calculations

Candidate Units

v

Siting
> Generation
T Draft —June
‘ Final — July
- Optimall I
ptima yse ect
Generation
T Draft — May
BAU —June
Final — July
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