BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of and Investigation into )
Southwest Power Pool Cost Allocations and ) File No. EO-2011-0134
Cost Overruns )

SOUTHWEST POWER POOL, INC.”’S COMMENTS ON SPP PROJECT SELECTION
AND COST ESTIMATION IN RESPONSE TO THE COMMISSION’S ORDER
OPENING AN INVESTIGATION INTO SOUTHWEST POWER POOL COST

ALLOCATIONS AND COST OVERRUNS

COMES NOW, Southwest Power Pool, Inc. (“SPP”), by and through its counsel, and
hereby submits its Comments on SPP Project Selection and Cost Estimation in response to the
Public Service Commission of the State of Missouri’s (“Commission”) Order Opening An
Investigation into Southwest Power Pool Cost Allocations and Cost Overruns (“Order”) issued
on November 23, 2010, opening the above-styled file.

DISCUSSION

The Commission’s Order directed all parties “interested in the issue of how SPP selects
projects to be built, including the issue of cost estimates and cost-benefit analysis” to file
comments in this file no later than February 4, 2011. SPP has made a number of previous filings
in this file which relate to and address, among other things, these two topics of project selection
and cost estimation. SPP generally refers the Commission thereto and incorporates such filings
herein.! SPP appreciates the opportunity to further discuss and update the Commission on the

status of SPP’s efforts on these two matters.

! To date, SPP has filed the following: Comments in Response to the Commission’s Order Opening an Investigation
into Southwest Power Pool Cost Allocations and Cost Overruns, filed December 29, 2010 (“Initial Comments™);
Responses to Questions from Commission Staff Received on December 17 and 27, 2010, filed January 17, 2011;
Reply Comments in Response to the Commission’s Order Opening an Investigation into Southwest Power Pool Cost
allocations and Cost Overruns, filed January 18, 2011 (“Reply Comments™); Letter of Response from Mr. Nick
Brown, President and CEO of SPP to Letter from Commissioner Jeff Davis dated January 11, 2011, filed January
18, 2010; and Response to Questions from Commission Staff Received on January 13, 2011, filed January 21, 2010.
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A. Project Selection

In response to the Commission’s concerns related to project selection, it is important to
emphasize that any planning projects that are ultimately selected for construction are vetted
through the SPP stakeholder process and approved by the SPP Board of Directors (“SPP Board”)
before any Notifications to Construct (“NTCs”) would be issued by the SPP Board. Most
recently, the SPP Board considered the Integrated Transmission Plan (“ITP”) 20-Year
Assessment (“ITP207),% and although there will be no NTCs issued from the ITP20, recent
events pertaining to the consideration and approval of the 2010 ITP20 demonstrate both the open
and transparent stakeholder process, which is an important aspect of any SPP project selection,
and as well as areas for improvement.

The intent of the ITP20 is to take a 20-year look into the future as a means to develop a
flexible, cost effective, and robust EHV backbone network. SPP conducted the 2010 ITP20
analysis in accordance with the terms of the SPP Open Access Transmission Tariff (“Tariff”) and
pursuant to study criteria established by stakeholders, with significant support from the
Economic Studies Working Group (“ESWG”) and the Transmission Working Group (“TWG”).
Also, SPP staff held the following technical conferences on the ITP20 to foster stakeholder
participation and provide a forum for stakeholder input: (i) a Spring Planning Workshop on May
27, 2010 at which time the 1TP20 process, planning assumptions and prototypes were presented
to stakeholders; (ii) a Fall Planning Workshop on August 12, 2010, where a more developed
process, along with calculation procedures and very preliminary results for one stage of the
process, were presented to stakeholders; and (iii) a Workshop on December 15, 2010 to present

the 2010 ITP20 study results.

2 The ITP20 report is available at: http://www.spp.org/section.asp?pagelD=128.
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Upon the completion of the 2010 ITP20, SPP staff made a recommendation supporting
the 2010 1TP20 Robust Plan 1 because it provided what, in SPP staff’s opinion, was the best
balance of economics and robustness. The development of a robust grid was identified as a
priority by multiple stakeholder groups, including the Strategic Planning Committee (“SPC”),
and the ESWG. In addition, the Synergistic Planning Project Team (“SPPT”) placed great
emphasis on robustness as an important factor in the ITP, as did SPP staff in recommending
Robust Plan 1. Robustness was measured for each plan set forth in the 2010 ITP20 using the
robust metrics developed by the ESWG Metrics Task Force. Robust Plan 1 was recommended
by staff because it is particularly robust with a high benefit/cost ratio. This recommendation was
presented to stakeholders and the Markets and Operations Policy Committee (“MOPC”). The
MOPC had the option to accept SPP staff’s recommendation or endorse and recommend another
plan from the 2010 ITP20. The MOPC did not endorse SPP staff’s recommendation of Robust
Plan 1 and instead chose to endorse and recommend the 2010 ITP20 Cost-Effective Plan.® The
MOPC’s recommendation of the Cost-Effective Plan was taken to the SPP Board, who
ultimately approved the 2010 ITP20 Cost-Effective Plan. This sequence of events exemplifies
the openness and transparency of the SPP stakeholder process. It is important to reiterate that
although the SPP Board accepted the Cost-Effective Plan from the 2010 ITP20, this did not
constitute the approval of any specific projects for construction.

There will be no NTCs issued from the recently completed 2010 ITP20, and at this time
there will be no Authorizations to Plan (“ATPs”) from the ITP20 issued by the SPP Board. As

explained in SPP’s earlier filings, the SPP Board may issue NTCs for projects it has approved

* SPP would like to note that although the terms “Cost-Effective” and “Robust” were used in the titles of these plans,
these names alone may not portray a complete description of each plan. Both plans were cost effective and robust in
accordance with the SPPT’s directive to develop a flexible, cost effective, and robust EHV backbone network.
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and in which funds are to be expended within four (4) years in order to meet the projected in
service date, also known as the financial commitment horizon. ATPs are defined as a status
given to a project which has been approved by the SPP Board and for which an NTC has not yet
been issued because it is outside of the NTC financial commitment window. As explained
below, SPP is aware of questions and concerns related to the NTC and ATP processes and is
actively working to improve and clarify those processes.

The next phase of the ITP process, the ITP 10-Year Assessment (“ITP10”) has recently
begun. Many aspects of the overall process will be similar to that used for the 2010 ITP20. As
explained in SPP’s Reply Comments, the focus of the 2011 ITP10 is the analysis of the
Transmission System and the identification of a transmission plan that begins with lower voltage
problem identifications that results in 100kV and above solutions as a result of a 10-year system
forecast. The 2010 ITP20, on the other hand, looked at 300 kV and higher solutions for problems
identified as a result of a 20-year system forecast. The choices of 300 kV and higher upgrades in
the 2011 ITP10 are not limited by the 2010 ITP20 plan solution set.

Each project identified in the 2011 ITP10 will be vetted by stakeholders, and specifically
will be reviewed by the TWG and ESWG on its individual merits, prior to any consideration by
the MOPC and any consideration or approval by the SPP Board. It is probable that NTCs and
ATPs will be issued by the SPP Board for projects identified in the 2011 ITP10. However, as
explained above, any project that may be selected for construction will be studied by SPP staff
pursuant to the Tariff and direction from stakeholders, and will be scrutinized by stakeholders
including the TWG and ESWG, as well as presented at technical conferences before ultimately

being recommended by the MOPC and approved by the SPP Board.
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Throughout the ITP20 process and the presentation and evaluation of the 2010 1TP20
results, SPP staff received a great deal of feedback and contributions from stakeholders relating
to the ITP process, as well as the assumptions and the futures that were used. The 2010 ITP20
was the first iteration of the ITP process, and SPP welcomes such stakeholder input and
involvement and will work to continually improve the ITP process. SPP staff will utilize the
knowledge gained from the 2010 ITP20 study process and the stakeholder feedback in
conducting the 2011 ITP10.

B. Cost Estimation

As the Commission is aware, and as was discussed in more detail in SPP’s Initial
Comments, the Regional State Committee (“RSC”) made recommendations at its October 2010
meeting to the SPP Board related to recent project cost estimate increases and possible
refinements to the current cost estimation and planning procedures.* In responding to these RSC
recommendations, SPP is addressing many of the same issues that the Commission raised in this
file. SPP staff and stakeholders are actively working to address these issues, provide the needed
clarification, and further develop its processes relating to these issues.

In SPP’s Initial Comments, it referenced a set of whitepapers which were drafted to
address the RSC recommendations, including the processes relating to NTCs, ATPs, and cost
estimation and cost estimation increases. The whitepapers were initially presented at the SPC
meeting on December 3, 2010.> Since that meeting, SPP staff has continued to refine and
develop these whitepapers and work with stakeholders to address the RSC recommendations.

Revised versions of the whitepapers were presented at the January 13, 2011 SPC meeting, the

* The motions were adopted by the RSC on October 25, 2010. The minutes for the October 25, 2010 RSC meeting
are available at: http://www.spp.org/publications/RSC102510.pdf.

® The minutes for the December 3, 2010 SPC meeting are available at:
http://www.spp.org/publications/SPC120310.pdf.
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January 24, 2011 RSC meeting, and the January 25, 2011 SPP Board meeting.® In addition, at its
January 13, 2011 meeting, the SPC established a Project Cost Task Force which will assist in the
development of whitepapers in response to the RSC recommendations. Further revisions to the
whitepapers will be forthcoming as the result of stakeholder groups and staff edits or additions.
In an effort to bring further clarification to the ATP process, MOPC directed staff to develop a
business practice to address the issuance of ATPs and related issues and to present such process
at the next MOPC meeting in April 2011.
CONCLUSION

SPP appreciates the valuable contribution the Commission has made to its transmission
planning process, and specifically over the course of the last month and a half. SPP is
expeditiously responding to the motions of the RSC on project selection and cost estimation.

SPP hopes that its responses to the Commission’s inquiry have been helpful in this regard.

® The minutes for the January 13, 2011 SPC meeting are available at:
http://www.spp.org/publications/SPC011311.pdf. The same versions of the whitepapers were presented to the RSC
and the SPP Board at their respective January 2011 meetings and are available at:
http://www.spp.org/section.asp?group=380&pagelD=27 and
http://www.spp.org/section.asp?group=113&pagelD=27.
" The minutes for the January 11-12, 2011 MOPC meeting are available at:
http://www.spp.org/publications/MOPC%20Minutes%20&%20Attachments%20January%2011-12,%202011.pdf.
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Respectfully Submitted,

/s/ David C. Linton

David C. Linton, # 32198
David C. Linton, L.L.C.
424 Summer Top Lane
Fenton, Missouri 63026
Telephone: (636) 349-9028
Email: djlinton@charter.net

and

Erin E. Cullum, AR BIN 2004070
415 N. McKinley, Suite 140
Little Rock, AR 72205
Telephone: (501) 688-2503
Email: ecullum@spp.org

Attorneys for
Southwest Power Pool, Inc.
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