BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of )
Kansas City Power & Light Company )
for Authority to Transfer Functional Control ) Case No. EO-2006-
of Certain Transmission Assets to the )
Southwest Power Pool, Inc. )
APPLICATION

Pursuant to Mo. Rev. Stat. § 393.190.1 (2000) and 4 C.S.R. § 240-3.110 (2003), Kansas
City Power & Light Company (“KCPL” or “Applicant”) hereby respectfully submits to the
Missouri Public Service Commission (“Commission”) KCPL’s application (“Application™) to
transfer functional control of certain transmission assets to the Southwest Power Pool, Inc.
(“SPP”). In support of its Application, KCPL offers as follows:

Applicant

1. KCPL is a Missouri corporation with its principal office and place of business at
1201 Walnut, Kansas City, Missouri 64106-2124. KCPL is primarily engaged in the business of
generating, transmitting, distributing, and selling electric energy in portions of eastern Kansas
and western Missouri. KCPL is an electrical corporation and public utility as defined in Mo.
Rev. Stat. § 386.020 (2000). KCPL provided its Certificate of Good Standing in Case No. EF-
2002-315. It is incorporated herein by reference.

2. KCPL holds Certificates of Convenience and Necessity from the Commission to
transact business as an electric public utility in certain areas of the State of Missouri and is
principally engaged in the generation, transmission, distribution and sale of electric power and
energy. KCPL has no pending action or final unsatisfied judgments or decisions against it from

any state or federal agency or court that involve customer service or rates, which has occurred




within three years of the date of this Application. No annual report or assessment fees are
overdue.

3. Pleadings, notices, orders and other correspondence and communications
concerning this Application should be addressed to the undersigned counsel and:

Timothy M. Rush

Director Regulatory Affairs

Kansas City Power & Light Company
1201 Walnut — 13™ Floor

Kansas City, Missouri 64106

Phone: (816) 556-2344

Fax: (816) 556-2110

E-mail: Tim.Rush@kcpl.com

Richard A. Spring
Vice President — Transmission Services
Kansas City Power & Light Company
1201 Walnut — 21* Floor
Kansas City, Missouri 64106
Phone: (816) 556-2231
Fax: (816) 556-2924
E-mail: Richard.Spring@kcpl.com
SPP
4. SPP is an Arkansas non-profit corporation with its principal place of business in
Little Rock, Arkansas. SPP came into existence in 1941, when 11 companies joined together
voluntarily to serve critical national defense needs during World War II. When the war ended in
1945, SPP’s Executive Committee, which included a representative from KCPL, decided the
organization should be retained to further the benefits of coordinated operation of their electric
systems. As a result of the northeast power interruption in late 1965, a number of reliability
councils were organized, and in 1968 SPP joined with 12 other entities to form the National

Electric Reliability Council, now known as the North American Electric Reliability Council

(“NERC”). SPP incorporated as a not-for-profit corporation in 1994.




5. SPP currently has forty-five members serving more than 4 million customers in a
255,000 square mile area covering all or part of the States of Arkansas, Kansas, Louisiana,
Mississippi, Missouri, New Mexico, Oklahoma and Texas. SPP’s membership includes thirteen
investor-owned utilities, seven municipal systems, eight generation and transmission
cooperatives, two State authorities, three independent power producers and twelve power
marketers. A list of SPP’s current members is attached as Appendix A.

6. KCPL is a transmission-owning member of the SPP pursuant to the SPP
Membership Agreement (“Membership Agreement”), attached as Appendix B, and currently
receives SPP regional reliability coordination, open-access transmission administration, and
transmission services.

7. Since 1998, SPP has administered open-access transmission service across the
SPP region under the terms of SPP’s open-access transmission tariff, filed with and approved by
the Federal Energy Regulatory Commission (“FERC”). The transmission facilities used to
provide service under the SPP tariff are comprised of the transmission facilities owned by a
number of public utility and non-public utility members of SPP that are currently committed to
the SPP tariff. Customers taking service under the SPP tariff now possess the ability to receive
and/or deliver power throughout the SPP region with one-stop shopping, while paying only a
single non-pancaked transmission charge for service under the SPP tariff.

SPP RTO
8. FERC Order No. 2000’ strongly encouraged all public utilities that own, operate

or control interstate transmission facilities to participate in a Regional Transmission

! Regional Transmission Organizations, Order No. 2000, 65 Fed. Reg. 809 (Jan. 6, 2000), FERC Stats &
Regs. 931,089 (1999), order on reh’g, Order No. 2000-A, 65 Fed. Reg. 12,088 (Mar. 8, 2000), FERC Stats. & Regs.




Organization (“RTO”). On October 15, 2003, SPP submitted a filing pursuant to Section 205 of
the Federal Power Act (“FPA”),” and Section 35.34 of the FERC’s regulations’ to establish the
SPP RTO. This filing sought recognition that the SPP RTO satisfied the requirements of Order
No. 2000 and FERC’s regulations issued thereunder.

9. In an order issued February 10, 2004, the FERC granted RTO status to SPP,
subject to fulfillment of certain requirements.* The order noted that approving SPP’s RTO
proposal would further the FERC’s goals of establishing efficient, reliable markets throughout
the region, and prevent undue discrimination in the provision of electric transmission services.

10. In its order granting RTO status, the FERC directed SPP to: (1) implement its
independent Board and modify its governance structure; (2) expand the coverage of SPP’s tariff
to ensure that SPP is the sole transmission provider; (3) obtain clear and sufficient authority to
exercise day-to-day operational control over the appropriate transmission facilities within its
footprint; (4) have an independent market monitor in place to monitor the competitiveness and
efficiency of the market; (5) obtain clear and precise authority to independently and solely
determine which projects to include in the regional transmission plan and to prioritize the
projects; and, (6) have on file with the Commission a seams agreement with the Midwest
Independent Transmission System Operator, Inc. prior to receiving RTO authorization. FERC
further required SPP to file revised Bylaws and a revised Membership Agreement, pursuant to
Section 205 of the Federal Power Act. FERC directed SPP to make a compliance filing

demonstrating that it had addressed these outstanding issues. FERC explained that it would

931,092 (2000), affirmed sub nom., Public Utility District No. 1 of Snohomish County, Washington, et al. v. FERC,
272 F.3d 607 (D.C. Cir. 2001).

2 16 U.S.C. § 824d (2004).
3 18 C.F.R. § 35.34 (2005).




grant SPP final RTO status upon approval of such a compliance filing. On May 3, 2004, SPP
made the compliance filing required by FERC.

11. By order dated July 2, 2004, FERC accepted in part and rejected in part SPP’s
compliance filing and directed SPP to make a further compliance filing prior to being recognized
as an RTO.” SPP made its further compliance filing on August 2, 2004. In a series of orders
issued October 1, 2004, FERC granted SPP RTO status subject to certain modifications.® SPP
submitted the requisite modifications for approval on November 1, 2004. On J anuary 24, 2005,
FERC issued an order accepting SPP’s compliance filing effective October 27, 2004, finding that
SPP’s proposed modifications satisfy the requirements of FERC’s October 1 order.’

Application to Transfer Functional Control

12. The Membership Agreement requires SPP’s transmission-owning members to
transfer functional control of their transmission facilities to SPP. As FERC explained, “under a
functioning SPP RTO, the SPP transmission owners will no longer be the transmission providers.
The SPP will become the sole provider of transmission service, as prescribed by Order No. 2000,
and the transmission owners must take all transmission services from SPP.”

13. Missouri law provides that “No . . . electrical corporation . . . shall hereafter sell,
assign, lease, transfer, mortgage or otherwise dispose of or encumber the whole or any part of its
franchise, works or system, necessary or useful in the performance of its duties to the public, nor

by any means, direct or indirect, merge or consolidate such works or system, or franchises, or

4 Southwest Power Pool, Inc., 106 FERC Y 61,359 (2004).
5 Southwest Power Pool, Inc., 108 FERC 61,003 (2004).

6 Southwest Power Pool, Inc., Order on Compliance Filing, 109 FERC 9 61,009; Southwest Power Pool, Inc.,
Order on Proposed Joint Operating Agreement, 109 FERC ¥ 61,008; Southwest Power Pool, Inc., Order on
Rehearing, 109 FERC 9 61,110.

7 Southwest Power Pool, Inc., 110 FERC Y 61,046 (2005).




any part thereof, with any other corporation, person or public utility, without having first secured
from the commission an order authorizing it so to do.”

14. By this Application, Applicant, as a FERC- and Missouri-jurisdictional utility,
seeks approval of the Commission to transfer functional control of certain mutually agreed-to
transmission assets to SPP and to continue participation in the SPP RTO.!° KCPL will continue
to own its transmission facilities.

15. Transmission owning members of the SPP are required to transfer functional
control of their transmission facilities to the SPP. Section 2.1.1(k) of the Membership
Agreement states that “SPP shall have the authority to direct the day-to-day operations of the
Tariff Facilities in order to carry out its responsibilities as a Transmission Provider and
Reliability Coordinator as described in SPP’s Operation Authority Reference document. . .” By
virtue of having functional control of such facilities, SPP is able to direct the day-to-day
operation of each member’s transmission facilities and to administer transmission service under
the SPP Open-Access Transmission Tariff (“SPP OATT”) over each owner’s facilities.

16.  The above-referenced Operational Authority Reference document lists the
functions that are included in SPP’s authority and that involve functional control. These
functions include: (i) scheduling authority over tariff facilities (“The Electric Transmission
system and the Distribution Facilities subject to SPP’s tariff administration.” Section 1.17,

Membership Agreement (Appendix B).); (ii) determining the Available Transmission Capacity

8 Southwest Power Pool, Inc., 106 FERC 9 61,359, at P 109 (2004).

Mo. Rev. Stat. § 393.190.1 (2000).
KCPL consented to Commission approval of any transfer by KCPL of control of its transmission facilities
to an RTO in a stipulation and agreement in Case No. EM-2001-464, dated July 6, 2001. Stipulation and

Agreement, at p. 10. The Commission approved the stipulation and agreement by order issued in that proceeding on
July 31, 2001.

9

10




under the SPP OATT; (iii) coordinating with other regions; (iv) directing transmission
construction under coordinated planning criteria or under the SPP OATT; (v) acting as a
reliability coordinator; (vi) directing control areas to maintain adequate reserves; (vii) directing
the emergency response of any of SPP’s members, including the shedding of firm load;
(viii) monitoring and coordinating voltage schedules; (ix) directing redispatch of generation in
accordance with the SPP OATT; (x) reviewing and coordinating transmission and generation
maintenance schedules; and (xi) redirecting maintenance outage schedules for reliability reasons
and providing compensation.

17. KCPL asks the Commission to approve the transfer of functional control of
certain transmission assets to the SPP RTO consistent with the recognition by FERC of the SPP
as an RTO in Docket No. RT04-01, and subsequent related dockets. A list of the transmission
assets for which KCPL proposes to transfer functional control to SPP is marked as Appendix C,
and attached hereto. Such transfer of functional control to SPP will ensure that the
administration of transmission service over these facilities is conducted independently from the
owners of electric generation facilities in accordance with the relevant Orders of FERC. KCPL
will continue to own, operate and be responsible to maintain these transmission facilities.

18.  The transfer of functional control is consistent with the public interest because
KCPL does not anticipate any substantial change in the provision of retail electric service due to
this transfer and the transfer has the potential to increase transmission system reliability and
increase wholesale competition in generation purchases and sales, consistent with the FERC’s
expressed desire to establish RTOs.

19.  This request for approval to transfer functional control of certain transmission

assets to the SPP RTO is specifically conditioned upon KCPL receiving similar authority and




approval from the Kansas Corporation Commission. KCPL requests that if the Commission
grants the requested authority and approval, the Commission’s order specifically provides that
such approval shall not become effective until KCPL receives approval from the Kansas
Corporation Commission.

20. KCPL also seeks authority from the Commission, to the extent such authority is
deemed by the Commission to be necessary and appropriate, to take network integration
transmission service from SPP to serve KCPL’s retail load in Missouri.

Cost-Benefit Analysis

21. Section 7.2 of the SPP Bylaws provided for the creation of the SPP Regional State
Committee (“RSC”). As described in the bylaws, the RSC is to be comprised of one designated
commissioner from each state regulatory commission with jurisdiction over one or more SPP
members.!!  The current membership of the RSC is: RSC President Denise Bode,
Commissioner, Oklahoma Corporation Commission, RSC Vice-President Sandra Hochstetter,
Chairman, Arkansas Public Service Commission; RSC Treasurer Brian Moline, Chair, Kansas
Corporation Commission; RSC Secretary Julie Parsley, Commissioner, Public Utility
Commission of Texas; RSC Member Steve Gaw, Commissioner, Missouri Public Service
Commission.

22. The SPP RSC, with the assistance of the SPP, facilitated and managed the
production of an SPP RTO cost-benefit study by an independent consultant — Charles River
Associates. This study quantifies the potential costs and benefits associated with participation in

the SPP RTO. The initial cost-benefit study projects the effects and benefits of an SPP RTO

1 The state of New Mexico is not currently represented on the RSC because its RSC member, David King of

the New Mexico Public Regulation Commission, withdrew from the RSC due to concerns raised about his
membership by the New Mexico Attorney General.




energy imbalance market (Phase I) implementation and the RSC-approved regional transmission

expansion cost allocation policy. On an overall basis, this study shows a net benefit of $2.073

million to KCPL’s Missouri retail electric customers.'2

Documents Required by Rule

23.  As to the material required by 4 C.S.R. 240-3.110(1)(B), there is no agreement to
“sell” jurisdictional assets. The agreement that is the subject of this Application is marked
Appendix B, and attached hereto.

24, As to the reasons required by 4 C.S.R. 240-3.110(1)(D) as to why “the proposed
sale of the assets is not detrimental to the public interest,” Applicant states that there is no
proposed “sale” of jurisdictional assets. Further, the transfer of functional control is not
detrimental to the public interest because:

a. The separation of functional control of transmission from generation and
the transfer of functional control of the Applicant’s transmission facilities to SPP is strongly
encouraged by FERC Order No. 2000 and is intended to further ensure equal access to the
transmission system which should provide future benefits for Missouri electric customers;

b. As demonstrated by the RSC cost-benefit study, transfer of functional
control of the Applicant’s transmission facilities to the SPP RTO and Applicant’s participation in
the SPP RTO will not be detrimental for Missouri electric customers. In addition, Applicant will
continue to be regulated by the Commission;

c. By promoting the efficient use of generation and transmission resources,

the transaction should have beneficial effects on the environment. The RSC cost-benefit study

12 It is important to note that the net benefits to Missouri electric customers may change dramatically if

certain of the Missouri electric utilities do not participate in the SPP RTO.




indicates reductions in both NO, and SOy emissions for the SPP region as a result of the
proposed SPP energy imbalance market;

d. RTO formation will result in new mechanisms that facilitate regional
transmission construction. The timely construction of appropriate transmission facilities and the
appropriate sharing of costs among transmission customers throughout the SPP area would be
beneficial to Missouri retail electric consumers;

e. Transfer of the Applicant’s functional control of its transmission facilities
will not have any effect on the historic allocation of jurisdiction over electric utility operations
between the Commission and FERC. The Commission’s jurisdiction should be effectively
preserved by its continued regulation of the Applicant; and

f. The transaction is intended to benefit affected public utility shareholders
by assuring efficient use of generation and transmission resources and appropriate compensation
to the utilities for use of their transmission facilities.

25.  As to the material required by 4 C.S.R. 240-3.110(1)(E), KCPL states that there is
no “purchaser” because there is no “sale” of jurisdictional assets. Additionally, KCPL does not
anticipate that SPP will be subject to the jurisdiction of the Commission.

26.  As to the material required by 4 C.S.R. 240-3.110(1)(F), KCPL states that there is
no expected impact on the tax revenues of any political subdivisions because there will be no
transfer of title concerning the subject facilities. KCPL will continue to own the facilities and
will continue to be responsible for taxes levied thereon.

Rate Making Implications and Cost Recovery Certainty

27.  Applicant anticipates that, as a result of participation in the SPP RTO, it will incur

costs that generally fall into two categories. These costs are anticipated to be: (i) FERC-

-10-




approved costs and fees under the SPP RTO tariff assessed against and paid by Applicant; and,
(ii) other costs of participating in the SPP RTO, which KCPL may have some ability to control."?
KCPL seeks recognition by the Commission that all FERC-approved costs and fees addressed by
item (i) above, and costs prudently incurred by KCPL and included within the description of item
(ii) will be included by the Commission in KCPL’s rates, when properly requested.
Timing

28.  The SPP RTO is scheduled to begin its Energy Imbalance Service (“EIS”) market
on May 1, 2006. The EIS market is designed to create a real-time energy spot market based on
locational pricing. Accordingly, KCPL seeks the requested approval in advance of May 1, 2006.

WHEREFORE, KCPL respectfully requests that the Commission issue its order:

A. Authorizing KCPL to transfer functional control to the SPP RTO in accordance
with the SPP RTO Membership Agreement (Appendix B) of certain transmission
facilities, as identified in Appendix C, and to take any and all other actions that
may be reasonably necessary and incidental to KCPL’s performance under the
SPP RTO Membership Agreement, including actions to be taken under
subsequent agreements as may be approved by FERC;

B. Acknowledging that if the Commission approves this Application, when properly
requested for inclusion in such rates by KCPL, the Commission will include in
KCPL’s Commission jurisdictional rates:

i. all FERC-approved costs and fees under the SPP RTO tariff assessed

against and paid by KCPL, and

B This latter category would generally include the cost of internal systems that KCPL would be required to

install to participate in the SPP RTO.
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il. the prudently incurred costs of participating in the SPP RTO, which KCPL
has some ability to control;

C. Making final authorization to KCPL by the Commission subject to KCPL
receiving similar approval from the Kansas Corporation Commission;

D. Authorizing, to the extent such authority is deemed by the Commission to be
necessary and appropriate, KCPL to take network integration transmission service
from SPP to serve KCPL’s retail load in Missouri; and

E. Granting such other relief as may be deemed necessary and appropriate which is
not inconsistent with this pleading.

Respectfully submitted,

Curtis D. Blanc

Kansas City Power & Light Company
1201 Walnut — 20" Floor

Kansas City, Missouri 64106

Phone: (816) 556-2483

Fax: (819) 556-2787

Email: Curtis.Blanc@kcpl.com

ATTORNEY FOR
KANSAS CITY POWER & LIGHT COMPANY

Dated: September 28, 2005

-12-




CERTIFICATE OF SERVICE

The undersigned certifies that a true and correct copy of the foregoing document was
hand-delivered, or sent by electronic mail, on September 28, 2005, to the following:

Steve Dottheim Lewis Mills

Office of the General Counsel Office of the Public Counsel
Missouri Public Service Commission Governor Office Building, 6™ Floor
Governor Office Building, 8™ Floor P.O. Box 2230

P.O. Box 360 200 Madison St., Suite 650

200 Madison St., Suite 800 Jefferson City, MO 65102

Jefferson City, Mo 65102

AT ) o

Curtis D. Blanc

-13 -




AFFIDAVIT

State of Missouri )
) ss
County of @)

I, Richard A. Spring, having been duly swom upon my oath, state that I am the Vice
President - Transmission Services of Kansas City Power & Light Company (“KCPL”), that I am

duly authorized to make this affidavit on behalf of KCPL, and that the matters and things stated
in the foregoing application and appendices thereto are true and correct to the best of my

information, knowledge and belief.

Richard A. Spring \/

Subscribed and sworn before me thisodd s _day of,iim)_, 2005.

-14 -




APPENDIX A

SPP’s Current Membership

Investor-Owned:

American Electric Power

- Public Service Company of Oklahoma

- Southwestern Electric Power Company
Aquila, Inc.

- Missouri Public Service

- St. Joseph Light & Power

- WestPlains Energy
Cleco Power LLC
Entergy Services, Inc.
Exelon Power Team
Kansas City Power & Light Company
OG&E Electric Services
Southwestern Public Service Company
The Empire District Electric Company
Westar Energy, Inc.

- Kansas Gas and Electric Company

Cooperatives:

Arkansas Electric Cooperative Corporation
East Texas Electric Cooperative, Inc.
Kansas Electric Power Cooperative
Midwest Energy, Inc.
Northeast Texas Electric Cooperative
Sunflower Electric Power Corporation
Tex-La Cooperative of Texas, Inc.
Western Farmers Electric Cooperative

Municipals:
City of Clarksdale, Mississippi

City of Lafayette, Louisiana

City Power & Light, Independence, Missouri

City Utilities, Springfield, Missouri

Oklahoma Municipal Power Authority

Public Service Comm. of Yazoo City, Mississippi
The Board of Public Utilities, Kansas City, Kansas

State Agencies:
Grand River Dam Authority
Louisiana Energy & Power Authority




Independent Power Producers:
Calpine Energy Services, L.P.
Redbud Energy, L.P.
Tenaska Power Services Company
Power Marketers:
Aquila Power - Aquila, Inc.
Cargill Power Markets, LLC
Cinergy Corporation
Constellation Energy Commodities Group, Inc.
Coral Power LLC
Dynegy Marketing & Trade
Duke Energy Trading & Marketing
Edison Mission Marketing & Trading, Inc.
El Paso Merchant Energy, L.P.
NRG Power Marketing, Inc.
TXU Energy Trading Company
Williams Power Company, Inc.

-16 -




APPENDIX B

SPP Membership Agreement




Southwest Power Pool, Inc.
Membership Agrcement
Original Volume No. 3

SOUTHWEST POWER POOL, INC.

MEMBERSHIP AGREEMENT

The following sheets reflect all revisions approved by FERC in orders issued through October 1,
2004, and all revisions from compliance filings submitted through November 1, 2004.

K://SPP/Stripped Current Effective Agreements/MshipAgmt 11-1-04.doc




Southwest Power Pool, Inc. Original Sheet No. 1
Membership Agreement
Original Volume No. 3

1.0 DEFINITIONS

1.1
1.2
1.3
14
1.5
1.6
1.7
1.8
1.9

1.20

Issued by:

Issued on:

MEMBERSHIP AGREEMENT

TABLE OF CONTENTS

..................................................................................................................... 5
AGTCEINEINE......oiiiiiieiieti ettt e s ebbeb st a s e e s e es s e b st e bbb e b b et b e e ats e 5
Board 0f DITECIOrS..c.vieiieiiiieeer et e 5
BYIAWS. oot ettt e s 5
Distribution FACHITIES .........ouieveieeiiee et 5
EAfeCtiVE DDAte ..ottt ettt 5
Electric TransmisSION SYSLEIM...cc..ovvuererirrevmtiiieieesieeenes et 5
FERC oot ett ettt ee e aa et es e b e seasae s e et et ettt et eeeeen s n et 5
GOOd ULHHEY PTACHCE .neveeieeiciicee ettt bbb 5
MEIMDET ...ttt e ettt reeas s e st e s sbe s b e bt ebs e s b e st s me et e n bbb 6
NERC ..o oottt ettt et ettt ta b st eb ettt os bt st es s easer e eab et 6
Non-Transmission OWIET .......ccoooooeiiiiriretee ettt 6
Reliability COOTAINALOT .........ecveiiieeieteesieieicn e e 6
SPP .ottt ettt e h ettt et es et et ea st 6
SPP CIItErIa...c.uecvieveeeeereeereerrssreeresseesee e estesa s iseesteshesrbe st bserseraesbnesbasssessse e enesns e 6
SPP REGION .ocuiiiiieiiieiiirieeecetrteeesee e e sis e s sas e s ass s s a e s e as e 6
Standards of CONAUCT...........cocverierieiiiereeerere et e 6
TArIfE FACIILIES. ....eoveeeiecieeciereeieett ettt ses s s s er e s st be st nr e 6
Transmission CUSIOIIET ........c.oviiveeroeecriereenecrecreseressbessesessre et e s ves e st esessasesneas 6
TranSMISSION OWIIET .......cc.oiiveeiierereereeeeeeseostsrers st et e ssere e me s ssesesstnaensesns 7
Open Access Transmission Tariff (OATT) ..o 7
L. Patrick Bourne, Manager Effective: May 1, 2004
Transmission and Regulatory Policy
August 2, 2004

Filed to comply with order of the Federal Energy Regulatory Commission, Docket Nos. RT04-1-002 and
ER04-48-002, issued July 2, 2004, 108 FERC § 61,003.




Southwest Power Pool, Inc. Original Sheet No. 2
Membership Agreement
Original Volume No. 3

2.0  RIGHTS, POWERS AND OBLIGATIONS OF SPP......coociiiiiiiiceiccee e 7
2.1 Operation and Planning ...........c.occecvrvrerenenironennce et e s 7
211 GenETAL...uiiiiieiie e 7

2,12 REl@bility. e veoreiiecc et e s 9

2.1.3  Transmission Maintenance ...........cceervervririeeieeeesirmeeseee s e e 10

2.1.4 Generation Maintenance....... et 11

2.1.5 Planning ACHVItIES .......covoviiiveeieieiieeie et ettt et s 12

2.2 Non-Discriminatory Transmission Service........coccoveveceriieieeiiiiiiceiiciiee e 13
221 PLICINZ cootieiiie ettt ettt e et e et a e e e st 13

2.2.2 Standards of COnAUCL.........ccccooviieiiciiiecieieeteeee et 13

223  OASIS et ettt e e 13

2.2.4  ANCIHIATY SEIVICES ...ccoiiiieiieeireeeierreei ettt ec e e 13

2.2.5 Transmission Service Scheduling.......cccccevivniniececimnnniccccee e, 14

2.3 Fiduciary Responsibilities and Duties of Southwest Power Pool to

MEIMDETS ..ottt ettt et e et s 14

24  Additional Obligations 0f SPP..........ccooiiiiimierriiincecce e 14

2.4.1 Inspection and Auditing Procedures..........c..ccoovinniimnnniinnininn s 14

2.4.2 Stranded Cost Recovery Charges.........o.ecevvvcecemreniereninicercccieeceecn 15

3.0 COMMITMENTS, RIGHTS, POWERS, AND OBLIGATIONS OF MEMBER............. 15
3.1 Redispatch and Cartaillment........coccoveeercercniicciiiiieenee e 16

3.2  Transmission and Generation Maintenance Practices ..........ccocceccevevvcencccineinnnn. 17

33 CONSIIUCHOM cvevvieeeereeeinerere e et e s b et st e e b be s sbe e ess s saesbresbesrnbasnnssassrnas 17

34  Use of Distribution Facillties .......ccccoroiriiririieininenenecceeienenc s 18

3.5  Providing Information...........ocoevieerinnenciiniece et 18

3.6 FaCilitIes ACCESS .oviieeieieeiiiiiieee ettt ceteeee e reee et e e stc e et e s aeesbae e sab e es b sasaae e 18

Issued by: L. Patrick Bourne, Manager Effective: May 1, 2004

Transmission and Regulatory Policy
Issued on: August 2, 2004
Filed to comply with order of the Federal Energy Regulatory Commission, Docket Nos. RT04-1-002 and
ER04-48-002, issued July 2, 2004, 108 FERC ¥ 61,003.




Southwest Power Pool, Inc. Original Sheet No. 3
Membership Agreement
Original Volume No. 3

3.7  Inspection and Auditing Procedures ..........ccoooriviiiiiniiinncine 18

3.8  Compliance with Bylaws and Other Policies and Procedures..............c.cco. 19

3.9  Planning and PartiCIPation ...........cceeveeeeeriiinniiiieiieiieee e e 19

B0 PIICIIZ ettt br et e 20

40  WITHDRAWAL OF MEMBER .......ccooiiiiiiiierietnrece ettt 20
A1 NOUOCE ..oooveeeeseeseeevevoeeees oo seooseseee s e 20

4.1.1  TransmiSS10N OWHIET ...ccuceeuvreeeneeierierereetietie e resere st sne st b s 20

4.1.2 Non-Transmission OWIET........ccccvruevierrioririiiiinienree e e 20

42  Effect of Withdrawal............occviviiieiirieiinnenenec et 21

4.2.1 Users Held Harmless..........occoeveveiiiiinieeniniecicniieneeiic et 21

4.2.2 Existing ObHZAations .........oc.ooiiiiiiiiciiim i 21

4.2.3  Construction of FACIlItIEs .......coeeevriiririnnierieniiciiiiii e 22

4.2.4 Regulatory and Other Approvals or Procedures ..o 23

50 REGULATORY, TAX, AND OTHER AUTHORITIES...........oooooi 23
5.1 Regulatory and Other AUthOTIfIES ... ccoveeverericririiiiiiiiieeee 23

5.2 Tax AUhOTIIES ..c.evcviverereeiieeseesiceie ettt b e b e sab e st bass e et 24

5.3  Effectiveness as to Certain Members.........coccecvereemenneiniece e 24

6.0 REMOVAL OF MEMBERS .........cccostiiminrie ittt seniecis s bt nse s 25
7.0  EFFECTIVE DATE, DURATION, AND TRANSITION .....cccocociiiiie 25
8.0  MISCELLANEOUS PROVISIONS ......ooiiiitintciricnicse e er e 26
8.1  GOVErmNZ Law .....ccocviienieiiiiiiniciii it 26

8.2  SuccesSOrs and ASSIENS .....cccrirriariiereieeiritesren e ettt e s 26

8.3  NOIMPlEd WaLVETS....ccoeeicerrreireercreiiiiiienies bbb ssas oot st 26

8.4 SeVErabIlitY ...covoeeiiirererieiece e 26
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Southwest Power Pool
Membership Agreement

This Agreement is made between the Member and SPP, as defined herein.
1.0 DEFINITIONS

1.1 Agreement

This Membership Agreement.

1.2 Board of Directors

The Board of Directors elected pursuant to the Bylaws.

1.3 Bylaws

SPP’s Bylaws or any successor document.

1.4  Distribution Facilities

Facilities that are the subject of a separate distribution charge pursuant to the Open
Access Transmission Tariff.

1.5  Effective Date

This Agreement is effective on January 1, 2000 or upon the date of execution by Member
if after January 1, 2000.

1.6 Electric Transmission System

The transmission facilities subject to SPP’s tariff administration, except for any
Distribution Facilities.

1.7 FERC

The Federal Energy Regulatory Commission, or successor organization.

1.8  Good Utility Practice

Any of the practices, methods, and acts engaged in or approved by a significant portion
of the electric utility industry during the relevant time period, or any of the practices, methods,
and acts which, in the exercise of reasonable judgment in light of the facts known at the time the
decision was made, could have been expected to accomplish the desired result at a reasonable
cost consistent with good business practices, reliability, safety, and expedition. Good Utility
Practice is not intended to be limited to the optimum practice, method, or act, to the exclusion of
all others, but rather to be a range of acceptable practices, methods, or acts generally accepted in

the region. SPP Criteria and NERC Policies and Standards are considered Good Utility Practice.
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1.9  Member

Signatory to this Agreement that has completed the application requirements pursuant to
the Bylaws.

1.10 NERC

North American Electric Reliability Council or successor organizations.

1.11 Non-Transmission Owner

A Member that is not a Transmission Owner. A Non-Transmission Owner that owns or
controls Tariff Facilities may have its status changed to a Transmission Owner under this
Agreement upon notice to SPP and execution of this Agreement as a Transmission Owner.

1.12  Reliability Coordinator

SPP, in performing its reliability coordinator function as recognized by NERC pursuant
to its policies, and pursuant to SPP Criteria and this Agreement.

1.13 SPP

Southwest Power Pool, Inc., or successor organization.

1.14  SPP Criteria

SPP’s approved operating and planning criteria.

1.15 SPP Region

The geographic area encompassing the transmission systems of Members that are
Transmission Owners.

1.16 Standards of Conduct

SPP’s Standards of Conduct that apply to the conduct of its directors, officers,
employees, and consultants on file with FERC.

1.17 Tariff Facilities

The Electric Transmission System and the Distribution Facilities subject to SPP’s tariff
administration,

1.18 Transmission Customer

A customer under the Open Access Transmission Tariff.
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1.19 Transmission Owner

A signatory to this Agreement which transfers functional control related to the rates,
terms and conditions of the OATT to SPP by executing this Agreement or appoints SPP under
another agreement to provide service under the Transmission Tariff over Tariff Facilities which
it owns or controls.

1.20  Open Access Transmission Tariff (OATT)

The SPP nondiscriminatory, Open-Access Transmission Tariff (OATT) on file with
FERC pursuant to Section 205 of the Federal Power Act under which SPP will offer transmission

service, or any such successor tariff.

2.0 RIGHTS, POWERS AND OBLIGATIONS OF SPP
SPP possesses the rights, powers, and obligations as detailed in this Section 2.
2.1 Operation and Planning

2.1.1 General

(a) SPP shall schedule transactions and to administer transmission service
over Tariff Facilities as necessary to provide service in accordance with
the SPP OATT.

(b)  SPP shall function in accordance with Good Utility Practice and shall
conform to applicable reliability criteria, policies, standards, rules,
regulations, guidelines and other requirements of SPP and NERC,
Transmission Owner’s specific reliability requirements and operating
guidelines (to the extent these are not inconsistent with other requirements
specified in this paragraph), and all applicable requirements of federal and
state regulatory authorities.

©) SPP shall maintain a publicly available registry of all facilities that are not
classified as critical energy infrastructure information that constitute the

Electric Transmission System.
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(d)

(e)

®

(2

(b

®

0

)

Supcerseding First Revised Sheet No. 8

SPP shall review and approve, as appropriate, requests for service,
schedule transmission transactions, and determine available transfer
capability under the OATT, provided that SPP shall coordinate with the
Transmission Owner when processing requests for service involving its
Tariff Facilities.

SPP shall be responsible for coordinating with necighboring regional
organizations and/or non-member transmission owners or providers as
appropriate.

SPP shall not exercise its administration of transmission service over the
Tariff Facilities in such a way as to interfere with contracts between
Transmission Owner and any Transmission Customer that are in effect as
of the Effective Date of this Agreement except as permitted by the OATT.
SPP shall be responsible for documenting all transmission service
requests, the disposition of such requests, and any supporting data required
to support the decision with respect to such requests. SPP shall negotiate
as appropriate to develop reciprocal service, equitable tariff application,
compensation principles, and any related arrangements.

SPP shall propose and file with FERC pursuant to Section 205 of the
Federal Power Act modifications to the OATT and make any other
necessary filings subject to approval by the Board of Directors.

SPP shall develop penalties and incentives, subject to FERC filings where
appropriate,

SPP shall direct Transmission Owner pursuant to the provisions of Section
3.3 to construct transmission facilities in accordance with coordinated
planning criteria, or if necessary under the OATT.

SPP shall have the authority to direct the day-to-day operations of the
Tariff Facilities in order to carry out its responsibilities as a Transmission
Provider and Reliability Coordinator as described in SPP’s Operational
Authority Reference Document, attached hereto as Appendix A; provided,

however, nothing in this Agreement or the OATT shall be
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construed to require a change in the physical control of any Tariff
Facilities using a Party’s existing facilities or equipment.

) SPP shall take any actions necessary for it to carry out its duties and
responsibilities, subject to receiving any necessary regulatory approvals

and any necessary approvals from the Board of Directors.

2.1.2 Reliability

SPP shall have responsibility for reliability of the Electric Transmission System in

connection with its rights, powers, and obligations under this Agreement. SPP shall act as the

Reliability Coordinator of the Electric Transmission System, and as such, shall have reliability

monitoring and emergency response responsibilities pursuant to related SPP Criteria and the

following requirements:

(2)

(b)

(©

@

Issued by:

Issued on:

SPP shall monitor real-time data to determine whether any control areas are
experiencing generation capacity deficiencies. If a generation capacity deficiency
event threatens the security of the Electric Transmission System, SPP is
authorized to and shall direct the acquisition of generation capacity and, if that
direction is not satisfied, is authorized to and shall direct the shedding of firm load
in the deficient control area.

SPP shall work with other reliability coordinators and non-member transmission
owners or providers to develop regional reliability plans and emergency operating
procedures.

SPP shall maintain emergency response procedures for responding to specified
critical contingencies and shall continuously analyze issues that may require the
initiation of such actions.

SPP is authorized to and shall direct the response to any emergency and Members
shall carry out the required emergency actions as directed by SPP (except in cases
involving endangerment to the safety of employees or the public), including the

shedding of firm load if required for regional reliability.
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(e) After the conclusion of an emergency condition, any affected entity that disagrees
with SPP’s handling of the emergency may resolve that disagreement pursuant to
the dispute resolution procedures in the Bylaws.

(H SPP shall monitor and coordinate the maintenance of adequate Electric
Transmission System voltage levels with control areas and Transmission Owner,
where appropriate.

(2) SPP shall direct redispatch of generation in accordance with the OATT and in its
role as Reliability Coordinator, subject to the generator receiving appropriate
compensation pursuant to an applicable rate schedule.

2.1.3 Transmission Maintenance

SPP is required to approve all planned maintenance of the Electric Transmission System

consistent with the following requirements:

(a) SPP shall review planned transmission maintenance schedules submitted
by Transmission Owner for a minimum of a rolling one-year period.
These planned maintenance schedules shall be updated daily. Planned
transmission maintenance requests shall be submitted to SPP at least one
week in advance of an outage.

(b) SPP shall analyze a planned transmission maintenance request to
determine its effect on available transfer capability, ancillary services, the
reliability of the Electric Transmission System, and any other relevant
effects. Within two business days of receiving a planned maintenance
request, SPP shall provide a response. If.SPP’s response indicates that
such planned transmission maintenance will have an adverse impact,
Transmission Owner shall work with SPP to minimize the impact of such
planned maintenance, up to and including re-scheduling the maintenance.

(c) SPP shall notify Transmission Owner of the need to change previously
reviewed planned transmission maintenance outages if forced transmission
outages or other circumstances compromise the integrity or reliability of

the Electric Transmission System. If Transmission Owner is fully
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(d)

(¢)

M

compensated for any additional costs resulting from any changes in
maintenance schedules as provided in an applicable rate schedule,
Transmission Owner shall revise maintenance outages to address such
emergency circumstances.

As part of its review process, SPP shall identify planned transmission
maintenance schedules that limit available transfer capability. If requested
by a Transmission Customer, SPP shall identify opportunities and
associated costs for rescheduling planned maintenance to enhance
available transfer capability. Transmission Owner shall be compensated
for the additional costs of rescheduled maintenance as provided in the SPP
OATT.

SPP shall be responsible for documenting all planned transmission
maintenance requests, the disposition of those requests, and all data
supporting the disposition of each request.

SPP shall coordinate with Transmission Owner to the extent practicable to
implement schedules for unplanned transmission maintenance when
conditions endanger the safety of employees or the public, may result in
damage to facilities, or may result in the unsatisfactory operation of its

transmission system or any other transmission system.

2.1.4 Generation Maintenance

SPP shall coordinate the maintenance of generating units as appropriate to the extent such

generation maintenance directly affects the capacity or reliability of the Electric Transmission

System and the generation is located in the SPP Region as follows:

Issued by:

Issued on:

(a) SPP shall review planned generating unit maintenance schedules
submitted by generation owners for a minimum of a rolling one-year
period. The planned maintenance schedules shall be updated daily. SPP
shall keep such information confidential.
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()

(©)

(d

(©

2.1.5
(a)

SPP shall analyze a planned generating unit maintenance schedule to
determine its effect on available transfer capability, ancillary services, the
reliability of the Electric Transmission System, and any other relevant
effects. SPP shall inform a generation owner if its maintenance schedule
is expected to have an impact on the reliability of the Electric
Transmission System.

As part of its review process, SPP sﬁal] identify generating unit
maintenance schedules that limit available transfer capability and shall
identify opportunities and associated costs for rescheduling planned
maintenance to enhance available transfer capability.

A generation owner that changes planned maintenance at the request of
SPP pursuant to this Section 2.1.4 shall be compensated in accordance
with the SPP OATT.

SPP shall be responsible for documenting all planned generating unit
maintenance schedules, all schedule changes, and all SPP studies and
services performed with respect to planned generation maintenance.
Planning Activities

SPP shall engage in such planning activities, in coordination with
Member, as are necessary to fulfill its obligations under this Agreement,
SPP Criteria and the OATT. Such planning shall conform to applicable
reliability requirements of SPP, NERC, Transmission Owner’s specific
reliability requirements and operating guidelines (to the extent these are
not inconsistent with other requirements), and all applicable requirements
of federal or state regulatory authorities. Such planning shall seek to
minimize costs, consistent with the reliability and other requirements set
forth in this Agreement. The division of responsibility for planning
between Member and SPP is set forth in the SPP Criteria.
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(b) As part of its planning activities, SPP shall be responsible for planning,
and for directing or arranging, necessary transmission expansions,
additions, and upgrades that will enable it to provide efficient, reliable and
non-discriminatory transmission service and to coordinate such efforts
with the appropriate state authorities.

22 Non-Discriminatory Transmission Service
SPP shall offer and administer transmission service over Tariff Facilities as specified in
the OATT.

2.2,1 Pricing

In connection with its administration of the OATT, SPP on behalf of its Members may
propose to FERC such transmission pricing for transmission service as is necessary to fulfill its
obligations under this Agreement, and may propose to FERC such changes in prices, pricing
methods, terms, and conditions as are nccessary to continue to fulfill such obligations. The
Board of Directors must approve such filings. The OATT rates shall be designed and
administered so as to recover full cost of service to the greatest extent practicable associated with
the provision of transmission service under the OATT for Tariff Facilities. Notwithstanding the
foregoing, Transmission Owner possesses the right to revise certain rates as provided in Section
3.10 of this Agreement.

2.2.2 Standards of Conduct

SPP, its directors, officers, employees, contractors, and agents shall adhere to the
Standards of Conduct.

2.2.3 OASIS

SPP shall administer an Open Access Same-time Information System (OASIS) or
successor systems for administration of transmission service. The OASIS, or any successor
system, shall conform to the requirements for such systems as specified by FERC.

2.2.4 Ancillary Services

SPP, as part of the OATT, shall facilitate the provision of such ancillary services as are
required to be offered by FERC.
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2.2.5 Transmission Service Scheduling

(a) SPP shall schedule and curtail transmission service in accordance with the
OATT.

(b) SPP shall, in consultation with its Members, develop and from time-to-
time amend when necessary, detailed scheduling protocols and procedures
for service under the OATT, which shall be provided‘to all Members and
be made publicly available.

2.3  Fiduciary Responsibilities and Duties of Southwest Power Pool to Members
SPP shall have the following fiduciary responsibilities and duties to Member under this
Agreement:
(a) Using best efforts to avoid damage to the Tariff Facilities or any other facilities of
the Member affected by SPP activities;
b Collecting and distributing revenues to Member in accordance with the

Transmission Tariff and any other applicable documents;

(c) sing best efforts to maximize transmission service revenues associated with such
transmission services in discounting transmission services in accordance with the

Transmission Tariff, and

(d) Using best efforts to promote the design and development of Transmission Tariff
rates to assure recovery by Transmission Owner of transmission revenue
requirements to the greatest extent practicable and subject to receiving necessary
regulatory approvals.

24  Additional Obligations of SPP
2.4.1 Inspection and Auditing Procedures

SPP shall grant Member, its employees, agents, or external auditors, and federal and state

regulatory authorities having jurisdiction over SPP or Member, such access to SPP’s books,
records, business practices, control procedures and required audit test results, and related
financial transactions and settlement activities as is necessary to verify compliance by SPP with

this Agreement, to audit and verify transactions under this Agreement, and to assist Member in
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complying with its statutory and regulatory requirements. Such access shall be at reasonable
times and under reasonable conditions. SPP shall also comply with the reporting requirements of
federal and state regulatory authorities having jurisdiction over SPP with respect to the business
aspects of its operations. Contact between officers, employees, and agents of Member and those
of SPP shall comply with the Standards of Conduct.
2.4.2  Stranded Cost Recovery Charges
SPP shall collect and distribute, as appropriate, any stranded cost recovery charges

pursuant to applicable schedules accepted by appropriate regulatory entities.

3.0 COMMITMENTS, RIGHTS, POWERS, AND OBLIGATIONS OF MEMBER

Member has made the following commitments, and shall have the following rights and

shall be responsible for the following functions, some of which apply only to a Transmission
Owner, some only to a Non-Transmission Owner.

(a) Transmission Owner shall transfer functional control related to the rates, terms
and conditions of the OATT of its Transmission Facilities, subject to receiving all
necessary regulatory authorizations, thereby allowing SPP to (i) direct the
operation of the Transmission Facilities in accordance with the terms of this
Agreement and (ii} to administer transmission service under the Transmission
Tariff over that Transmission Owner’s Tariff Facilities; and (iii) in receiving
funds from Transmission Customers relating to transmission service over Tariff
Facilities and in distributing funds to it. Where Member, owns generators within
the SPP Region which directly affect the capacity or reliability of the Electric
Transmission System, it shall offer to provide the ancillary services required
under the OATT at rates approved by regulatory authorities, where appropriate, to
the extent such generators are able to provide such ancillary services.

(b) Transmission Owner shall operate and maintain its Tariff Facilities subject to the

requirements of this Agreement.
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(c)

(d)

(e)

H

(&)

3.1

Where Transmission Owner is a control area operator, it shall continue to opcrate
its control areas for local generation control and economic dispatch, and shall be
responsible for identifying and addressing local problems in a reliable manner.
Transmission Owner shall provide transmission service over its Tariff Facilities at
the direction of SPP pursuant to the terms of the OATT.

Member agrees to comply with the instructions of SPP in its role as Reliability
Coordinator. '
Transmission Owner shall retain all rights of ownership, including legal and
equitable title in its Tariff Facilities, subject to the provisions of this Agreement.
Transmission Owner, or one acting under its authority, shall retain all rights to
access to its Tariff Facilities so long as such access is consistent with the
provisions of this Agreement.

Notwithstanding any other provision in this Agreement, Transmission Owner
shall not be obligated or be considered as allowing transmission over its facilities
if such transmission would cause the loss of the tax-exempt status of
Transmission Owner or any bonds or other debt of Transmission Owner.

Redispatch and Curtailment

Where Member owns or controls generation, it shall follow the instructions of SPP in its

role as Reliability Coordinator in redispatching generation if such generation directly affects the

reliability and capability of the Electric Transmission System and is located within the SPP

Region. Member shall follow the instructions of SPP in its role as Reliability Coordinator or as

administrator of the OATT to effectuate curtailment of load. Member shall submit to and

coordinate with SPP unit schedules and must-run units within the SPP Region that affect Electric

Transmission System capability or reliability. Where Member is providing redispatch it shall

receive appropriate compensation in accordance with appropriate rate schedules.
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3.2 Transmission and Generation Maintenance Practices
Transmission Owner shall maintain its Tariff Facilities in accordance with Good Utility
Practice. Member shall maintain its generation facilities subject to this Agreement in accordance
with Good Utility Practice. Transmission Owner shall coordinate and obtain SPP approval for
maintenance on its Tariff Facilities in accordance with Section 2.1.3 of this Agreement. Where
Member owns or controls generation facilities within the SPP Region directly affecting Electric
Transmission System capability or reliability, it shall coordinate maintenance of such facilities
with SPP in accordance with Section 2.1.4 of this Agreement.
33 Construction
(a) As part of its planning activities, SPP shall be responsible for planning, and for
directing or arranging, necessary transmission expansions, additions, and upgrades
that will enable it to provide efficicnt, reliable and non-discriminatory transmission
service and to coordinate such efforts with the appropriate state authorities.
Transmission Owner shall use due diligence to construct transmission facilities as
directed by SPP in accordance with the OATT and this Agreement, subject to such
siting, permitting, and environmental constraints as may be imposed by state, local
and federal laws and regulations, and subject to the receipt of any necessary federal
or state regulatory approvals. Such construction shall be performed in accordance
with Good Utility Practice, applicable SPP Criteria, industry standards, Transmission
Owner’s specific reliability requirements and operating guidelines (to the extent these
are not inconsistent with other requirements), and in accordance with all applicable
requirements of federal or state regulatory authorities. Transmission Owner shall be
fully compensated to the greatest extent permitted by FERC, or other regulatory
authority for the costs of construction undertaken in accordance with the OATT.
(b)  After a new transmission project has received the required approvals and been
approved by SPP, SPP will direct the appropriate Transmission Owner(s) to begin
implementation of the project. If the project forms a connection between facilities

of a single Transmission Owner, that Transmission Owner will be designated to
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provide the ncw facilities. If the project forms a connection between facilities
owned by multiple parties, all parties will be designated to provide their
respective new facilities. The parties will agree among themselves as to how
much of the project will be provided by each entity. If agreement cannot be
reached, SPP will facilitatc the ownership determination process.
© A designated provider for a project can elect to arrange for a new entity or another
Transmission Owner to build and/or own the project in its place. If a designated
provider(s) does not or cannot agree to implement the project in a timely manner,
SPP will solicit and evaluate proposals for the project from other entities and
select a replacement.
3.4  Use of Distribution Facilities
Transmission Owner shall provide such service over its Distribution Facilities, where
applicable, as is necessary to effectuate transmission transactions administered by SPP, at
approved rates, and subject to a separate tariff or agreement as appropriate.
3.5  Providing Information
Member shall provide such information to SPP as is necessary for SPP to perform its
obligations under this Agreement and the OATT, and for planning and operational purposes.
Such information shall be treated as confidential when so designated so long as its designation is
reasonable.
3.6  Facilities Access
Transmission Owner shall allow SPP such access to Tariff Facilities as is necessary for
SPP to perform its obligations under this Agreement. Such access shall be at reasonable times
and under reasonable conditions.
3.7 Inspection and Auditing Procedures
Transmission Owner shall grant SPP such access to its books and records as is necessary
for SPP to perform its obligations under this Agreement and to audit and verify transactions

under this Agreement. Such access shall be at reasonable times and under reasonable conditions.
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Transmission Owner shall not be required to provide access to confidential information unless it
consents, which consent will not be unreasonably withheld. Transmission Owner may require
reasonable disclosure conditions before giving its consent. Disclosure of confidential
information shall be made consistent with such disclosure conditions or in accordance with any
effective order requiring production of such confidential information issued by a court or
regulatory authority. SPP shall provide Transmission Owner immediate notice of any request by
an entity to review any such confidential information. -

3.8  Compliance with Bylaws and Other Policies and Procedures

(a) Member agrees to and will comply with and abide by the provisions of the SPP
Bylaws and pay, when due, any dues, assessments, OATT charges, and other
amounts owing to SPP.

(b) Member shall comply with all approved and applicable SPP and NERC policies,
principles, criteria, standards, and guides and monitoring and certification
procedures.

(c) Where Member is also a member of another NERC regional reliability council it
may, at its request and upon approval of the President, be granted a waiver of
responsibilities associated with SPP Criteria and/or Bylaws that are duplicative of
or inconsistent with responsibilities of membership in another council. Where
Member receives such a waiver, it agrees to forgo voting privileges on issues
before any organizational group pertaining to waived responsibilities.

3.9  Planning and Participation

Transmission Owner shall participate in regional joint planning and coordinated

operation of the Electric Transmission System. Non-Transmission Owner shall be entitled to

participate in regional joint planning and coordinated operation of the Electric Transmission

System.
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withdrawal notices received. A notice rescinds any previous notices of withdrawal. Non-

Transmission Owner shall pay all existing obligations as defined in Section 4.2.
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3.10 Pricing

Transmission Owner shall possess the unilateral right to file with FERC pursuant to
Section 205 of the Federal Power Act modifications to change the rates or rate structure for
transmission service over its Tariff Facilities and to submit proposals or filings governing new
construction with FERC; provided, however, Transmission Owner may not submit a proposal
which results in a Transmission Customer paying two or more transmission charges for
transmission for one transaction under the OATT (excluding Distribution Facilities for which an
additional charge may be imposed, and Grandfathered Agreements as defined in the OATT).
‘Fransmission Owner shall notify SPP in advance of its intention to submit a filing to FERC and

provide SPP with a copy of the filing. No approval from SPP is required for such filings.

4.0 WITHDRAWAL OF MEMBER
4.1  Notice
4.1.1 Transmission Owner
Transmission Owner may withdraw upon providing twelve months written notice to the
President. The President will advise the Membership and the Board of Directors of any

withdrawal notices received. A notice rescinds any previous notices of withdrawal. With regard

to any such withdrawal by a FERC jurisdictional utility, the withdrawal shall not become
effective until FERC has accepted the notice of withdrawal or otherwise allowed such
withdrawal, if applicable. If the withdrawal of Transmission Owner creates a situation in which
another Transmission Owner is no longer physically interconnected with the SPP Region, SPP
shall determine the ability of such Transmission Owner to continue its membership as a
Transmission Owner. Transmission Owner shall pay all existing obligations as defined in
Section 4.2.
4.1.2 Non-Transmission Owner
Non-Transmission Owner may withdraw upon providing twelve months written notice to

the President. The President will advise the Membership and the Board of Directors of any
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4.2  Effect of Withdrawal

This Section 4.2 applies to withdrawals under both Sections 4.0 and 5.0 of this
Agreement as well as any termination pursuant to Section 6.0.

4.2.1 Users Held Harmless

Transmission Customers taking service which involves facilities being withdrawn by
Transmission Owner from SPP’s administration and which involves transmission contracts
executed before Transmission Owner provided notice of its withdrawal shall continue to receive
the same service for the remaining term of the contract at the same rates, terms, and conditions
that would have been applicable if there were no withdrawal of facilities. Transmission Owner
agrees to continue providing service to such Transmission Customers, and shall receive revenues
calculated in accordance with the OAFT but no more in revenues for that service than if there
had been no withdrawal of its facilities.

4.2.2 Existing Obligations

The “existing obligations” of a withdrawing or terminated Member shall mean:

(a) Member’s unpaid membership fee, if any;

(b) any assessments imposed on Member in respect of SPP’s costs or
expenses incurred prior to the effective time of Member’s withdrawal or
termination;

(c) any costs or expenses imposed upon SPP as a direct consequence of
Member’s withdrawal or termination, whether payable prior to or after
Member’s withdrawal or termination and including, without limitation,
any prepayment premium or penalty in respect of SPP’s debt;

(d)  Member’s share (computed in accordance with the SPP Bylaws) of SPP’s
long-term obligations as of the effective time of Member’s withdrawal or
termination, with long-term obligations defined as amounts outstanding
and payable under negotiated financing obligations, including but not
limited to operating leases, capital leases, debt obligations, and debt

instruments; and
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(e) Member’s share (computed in accordance with the SPP Bylaws) of interest
scheduled to accrue (“future interest”) on SPP’s long-term obligations
between the effective date of Member’s withdrawal or termination and the
scheduled maturity of each long-term obligation (in the event that an
obligation carries a variable interest rate, the interest rate in effect at the
effective date of Member’s withdrawal or termination shall be used for
purposes of this paragraph); provided, however, that in computing the
Member’s share of future interest under this paragraph (€), SPP shall take into
account SPP’s ability to mitigate the Member’s share of future interest by a
commercially reasonable application (such as prepayment of debt or
investment in an interest-bearing instrument) of the Member’s share of debt
obligations and debt instruments due under the immediately preceding
paragraph (d).

SPP shall invoice Member for existing obligations as soon as reasonably practical after
the effective date of Member’s withdrawal or termination, and Member shall pay its existing
obligations to SPP within 30 days after receipt of the invoice. Any amounts owed by SPP to
Member shall be, at SPP’s election, offset against Member’s existing obligations or paid to
Member concurrently with issuance of the invoice for existing obligations. ~Member
acknowledges and agrees that existing obligations include amounts that may accrue and be
payable by SPP following Member’s withdrawal or termination, and that no part of a payment of
existing obligations shall be refundable to Member under any circumstances, including (except
as provided in paragraph (e) above) any mitigation by SPP of its long-term obligations in
connection with Member’s withdrawal or termination. Any disagreement as to existing
obligations shall be resolved in accordance with the dispute resolution procedures in the Bylaws.

4.2.3 Construction of Facilities

Obligations relating to the construction of new facilities pursuant to an approved plan of
SPP shall be renegotiated between SPP and the withdrawing Member, where applicable. If such
obligations cannot be resolved through negotiations, they shall be resolved in accordance with

the dispute resolution procedures in the Bylaws.
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4.2.4 Regulatory and Other Approvals or Procedures
Withdrawal by Transmission Owner from SPP shall also be subject to applicable federal

and state law and regulatory approvals or procedures.

5.0 REGULATORY, TAX, AND OTHER AUTHORITIES

5.1  Regulatory and Other Authorities

This Agreement and the participation of Member is subject to acceptance or approval by
FERC, and may be subject to actions of respective state regulatory authorities to which Member
may be subject, and to the actions of any other governmental body which may affect the ability
of Member to participate in this Agreement. The following items describe Member’s rights and
obligations in the event regulatory and other approvals or acceptances are not obtained or
changes are required:

(a) In the event FERC disapproves or refuses to accept this Agreement or the changes
to the OATT developed together with this Agreement, then this Agreement shall
cease to be effective except that the signatories shall be obligated to attempt
expeditiously and in good faith to negotiate a substitute agreement and OATT
which address the reasons for such FERC action. If, despite such good faith
negotiation, the signatories are unable to produce such a substitute agreement and
OATT, then the signatories shall have no further obligations under this
Agreement or any filing associated herewith.

(b)  In the event of any order or decision by FERC or by a court modifying this
Agreement or the OATT submitted as part of the initial filing seeking FERC
acceptance or approval, that in the judgment of Member adversely affects it, then
Member, at its sole discretion, may withdraw from this Agreement by providing
written notice to the President of SPP no later than thirty days after such order or
decision without receiving any FERC authorization. In such event, Member will
in good faith negotiate to determine whether changes should be made to the

Agreement or OATT to address the reasons for Member’s withdrawal.

Issued by: L. Patrick Bourne, Manager Effective: May 1, 2004
Transmission and Regulatory Policy
Issued on: August 2, 2004

Filed to comply with order of the Federal Energy Regulatory Commission, Docket Nos. RT04-1-002 and
ER04-48-002, issued July 2, 2004, 108 FERC { 61,003.




Southwest Power Pool, Inc. Original Sheet No. 24
Membership Agreement
Original Volume No. 3

5.2 Tax Authorities

If the Internal Revenue Service or any other federal, state, or local taxing authority issues,
or fails to issue, any ruling, or imposes any requirement or obligation, in connection with this
Agreement on Member adverse to Member (in its sole judgment), or if adherence to this
Agreement jeopardizes the tax-exempt status of Member or its bonds, then Member may, within
30 days of the date of such final order, or a good faith belief of such adverse consequences,
withdraw from this Agreement subject to receiving any necessary regulatory approvals. In such
event, the Member and SPP will, in good faith, negotiate to determine whether changes should
be made to the Agreement to address the reasons for Member’s withdrawal.

5.3 Effectiveness as to Certain Members

The effectiveness of this Agreement as to Member where it is a governmental entity and

has outstanding tax-exempt bonds issued to finance, in whole or in part, generation,
transmission, or Distribution Facilities is dependent upon satisfaction or Member’s written
waiver of the following conditions precedent:

(a) Receipt of an unqualified opinion of a nationally recognized bond counsel to the
effect that the provisions of this Agreement do not adversely affect the exclusion
from gross income of interest on any such outstanding bonds issued to finance
generation, transmission, and Distribution Facilities under the Internal Revenue
code of 1986, as amended;

(b) Receipt of an unqualified opinion of a nationally recognized bond counsel or
general counsel to Member to the effect that the provisions of this Agreement do
not constitute a breach or impairment of, or a default under, any agreement to
which it is a party, including, but not limited to, its master bond resolution, as
amended, and any power sales contracts with its municipal transmission users (if
any), as amended, or other agreements;

(©) Receipt of a certificate of the trustee for any such outstanding bonds issued for
generation, transmission and Distribution Facilities to the effect that Member’s
entry into this Agreement is permitted under the master bond resolution, as

amended; and
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(d) Receipt of an opinion of nationally recognized bond counsel or general counsel to
Member that it has full constitutional and statutory authority to enter into this
Agreement.
In the event that any of the foregoing conditions are not satisfied or waived by Member,
then it shall promptly give notice of its objections or conditions which have not been satisfied to

SPP, and SPP shall expeditiously attempt in good faith to negotiate a substitute agreement.

6.0 REMOVAL OF MEMBERS

The Board of Directors may terminate the membership of Member for cause, including
but not limited to material violation of the Bylaws or nonpayment of obligations, subject to any
applicable regulatory approvals. Such Board of Directors termination shall be after an
affirmative vote consistent with the voting procedures in the Bylaws. Where membership is
terminated by the Board, Member shall comply with the requirements of Section 4.2 of this

Agreement as if it had voluntarily withdrawn from SPP.

7.0 EFFECTIVE DATE, DURATION, AND TRANSITION

(a) This Agreement shall be effective on the Effective Date and shall remain in force
until Member's withdrawal becomes effective or this Agreement is terminated. In
the event of termination of this Agreement, all financial obligations incurred and
payments applicable to time periods prior to the effective date of such termination
shall be honored by SPP and Member as of the date of termination. In addition,
all obligations incurred pursuant to Section 4.2 of this Agreement shall survive
such termination.

(d)  Where Member has, prior to the Effective Date of this Agreement, executed an
agency agreement and/or a membership agreement with SPP, upon the Effective

Date of this Agreement any prior agreements shall be considered terminated

between Member and SPP.
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8.0 MISCELLANEOUS PROVISIONS

8.1  Governing Law

This Agreement shall be interpreted, construed, and governed by the laws of the State of
Arkansas, except to the extent preempted by the law and/or unless a court with jurisdiction rules
otherwise, provided, however, that all matters relating to real property or any interest in realty
shall be governed by the laws of the State wherein such real property or interest in realty is
physically located.

8.2  Successors and Assigns

This Agreement shall inure to the benefit of, and be binding upon SPP and Member, their
respective successors and assigns permitted hereunder, but shall not be assignable by Member,
by operation of law or otherwise, without the approval of the Board of Directors which approval
shall not be unreasonably withheld, except that no Board of Directors approval is required as to a
successor in the operation of Transmission Owner’s Tariff Facilities committed to administration
by SPP by reason of a merger, consolidation, reorganization, sale, spin-off, or foreclosure, as a
result of which substantially all such transmission facilities are acquired by such successor, and
such successor becomes a Transmission Owner under this Agreement.

8.3  NolImplied Waivers

The failure of Member or SPP to insist upon or enforce strict performance of any of the
specific provisions of this Agreement at any time shall not be construed as a waiver or
relinquishment to any extent of Member’s or SPP’s rights to assert or rely upon any such
provisions, rights, or remedies in that or any other instance, or as a waiver to any extent of any
specific provision of this Agreement; rather the same shall be and remain in full force and effect.

8.4  Severability

Each provision of this Agreement shall be considered severable, and if for any reason any
provision of this Agreement, or the application thereof to any person, entity, or circumstance, 1s
determined by a court or regulatory authority of competent jurisdiction to be invalid, void, or

unenforceable, then the remaining provisions of this Agreement shall continue in full force and
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effect and shall in no way be affected, impaired, or invalidated, and such invalid, void, or
unenforceable provision shall be replaced with a suitable and equitable provision in order to
carry out, so far as may be valid and enforceable, the intent and purpose of such invalid, void, or
unenforceable provision. This Section 8.4 does not modify or change in any way the right of
Member to withdraw as provided elsewhere in this Agreement.
8.5  Renegotiation
If any provision of this Agreement, or the application thereof to any person, entity or
circumstance, is held by a court or regulatory authority of competent jurisdiction to be invalid,
void, or unenforceable, or if a modification or condition to this Agreement is imposed by a
regulatory authority exercising jurisdiction over this Agreement, Member and SPP shall
endeavor in good faith to negotiate such amendment or amendments to this Agreement as will
restore the relative benefits and obligations of the signatories under this Agreement immediately
prior to such holding, modification, or condition. If after 60 days such negotiations are
unsuccessful, Member or SPP may exercise any withdrawal or termination rights available under
Sections 4, 5 or 6 of this Agreement.
8.6  Representations and Warranties
Member and SPP each represent and warrant to the other that as of the later of the date it
executes this Agreement or the Effective Date of this Agreement:
(a) It is duly organized, validly existing, and in good standing under the laws of the
jurisdiction where organized;
(b) Subject to any necessary approvals by federal or state regulatory authorities of
SPP, the execution and delivery by Member and SPP of this Agreement, and the
performance of its respective obligations hereunder have been duly and validly
authorized by all requisite action on the part of the signatories and does not
conflict with any applicable law or with any other agreement binding upon the
signatories, other than third party joint agreements covered in this Agreement.
This Agreement has been duly executed and delivered by Member and SPP, and,

subject to the conditions set forth in this Agreement, constitutes the legal, valid,
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and binding obligation on the part of Member and SPP, enforceable against it in
accordance with its terms except insofar as the enforceability thereof may be
limited by applicable bankruptcy, insolvency, reorganization, fraudulent
conveyance, moratorium, or other similar laws affecting the enforcement of
creditor’s rights generally, and by general principles of equity regardless of
whether such principles are considered in a proceeding at law or in equity; and
(c) There are no actions at law, suits in equity, proceedings, or claims pending or, to
the knowledge of Member or SPP, threatened against Member or SPP before or
by any federal, state, foreign or local court, tribunal, or governmental agency or
authority that might materially delay, prevent, or hinder the performance by such
entity of its obligations hereunder.
8.7 Further Assurances
Member and SPP agree that each shall hereafter execute and deliver such further
instruments, provide all information, and take or forbear such further acts and things as may be
reasonably required or useful to carry out the intent and purpose of this Agreement and as are not
inconsistent with the provisions of this Agreement.
8.8  Delivery of Notices
Except as otherwise expressly provided herein, notices required under this Agreement
shall be in writing and shall be sent to Member or SPP by U.S. mail, overnight courier, hand
delivery, facsimile, or other reliable electronic means. Any notice required under this Agreement
shall be deemed to have been given either upon delivery, if by U.S. mail, overnight courier, or
hand delivery, or upon confirmation, if given by facsimile or other reliable electronic means.
8.9  Entire Agreement
This Agreement constitutes the entire agreement between Member and SPP with respect
to the subject matter of this Agreement, and no previous oral or written representations,
agreements, or understandings made by any officer, agent, or employee of Member or SPP shall

be binding upon either party unless contained in this Agreement.
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8.10 Good Faith Efforts

Member and SPP agree that each shall in good faith take all reasonable actions necessary
to fulfill its respective obligations under this Agreement. Where the consent, agreement, or
approval of Member or SPP must be obtained hereunder, such consent, agreement, or approval
shall not be unreasonably withheld, conditioned, or delayed. Where Member or SPP is required
or permitted to act, or omit to act, based on its opinion or judgment, such opinion or judgment
shall not be unreasonably exercised. To the extent that the jurisdiction of any federal or state
regulatory authority applies to any part of this Agreement and/or the transactions or actions
covered by this Agreement, Member and SPP secure any necessary or desirable approval or
acceptance of such regulatory authorities of such part of this Agreement and/or such transactions
or actions.

8.11 Third Party Joint Agreements

This Agreement shall not be construed, interpreted, or applied in such a manner as to
cause Member to be in material breach, anticipatory or otherwise, of any agreement (in effect on
the later of the Effective Date of this Agreement or the date that it becomes a Member under this
Agreement) between Member and one or more third parties who are not signatories (regardless
of the inclusion of one or more other Members as parties to such agreement) for the joint
transmission, operation, or maintenance of any electrical facilities covered by this Agreement or
the OATT. Where Member has such a third party joint agreement, it shall discuss with the
Board of Directors any material conflict between such third party joint agreement and this
Agreement, but the resolution of such a conflict shall be and remains within the sole discretion of
Member; provided, however, that Member shall, if otherwise unresolved, utilize the available
remedies and dispute resolution procedures to resolve such conflict, including, but not limited to,
submitting such conflict to FERC for resolution; provided, further, that in no event shall Member
enter into a resolution of such conflict which would impair the reliability of the Electric

Transmission System.
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8.12 Amendment

This Agreement may be amended, repealed, or added to by the Board of Directors, only
upon 30 days written notice to the Membership of the proposed modification(s), and subject to
any necessary regulatory approvals. Approval of amendments to this Agreement by the Board of
Directors must be by an affirmative vote of at least five directors. Member agrees to be bound
by this Agreement as it may be amended, provided that Member possesses the right to challenge
any amendments at FERC and to exercise any withdrawal rights that it possesses under this
Agreement if it is dissatisfied with the amendment.

8.13 Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be
deemed to be an original, but all of which together shall constitute one and the same instrument,

binding upon Member and SPP.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, Member and SPP have caused their duly authorized

representatives to execute this Agrecment on their respective behalves.

MEMBER:

Name df Member

Type of Entity (Transmission Owner or Non-Transmission Owner)

Name of Authorized Representative

Title of Authorized Representative

Signature of Authorized Representative

Date of Execution

SOUTHWEST POWER POOL. INC.:

Name of Authorized Representative

Title of Authorized Representative

Signature of Authorized Representative

Date of Execution
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