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GSEC 2-1. In reference to the attachment that SPS provided in response to GSEC 1-9, line 34, 
regarding the regulatory asset labeled as “Transmission Formula – Attachment O 
True-Up”, please: 

 a. Provide the nature of this regulatory asset; 

b. Identify the “various” FERC Accounts to which the amounts were written off 
during the year (column (d); and 

c. The amounts that were written off during 2016, by FERC Account and 
whether such amounts are recovered in the 2016 True-up. 

 

Response: 

a. This regulatory asset is related to the 2015 and 2016 transmission formula 
rate true ups. SPS accrues the estimated amount of formula rate true ups in 
the period during which they arise and then adjusts that estimate for any 
subsequent revisions to the amount.  As the effect of SPS’s formula rate true-
ups is ultimately reflected as an adjustment to future period rates (e.g., the 
2016 formula rate true-up will be included as an adjustment to the 2018 
revenue requirement and rates) this balance is amortized back to the 
impacted accounts over the period during which the true-up is included in 
rates. 

b. This is disclosed in the footnote to this line item in the 2016 FERC Form 1. 
Please refer to Attachment SPS-GSEC 2-1. Amounts were written off during 
the year to FERC accounts 431, 456.1, and 565. 

c. This is disclosed in the footnote to this line item in the 2016 FERC Form 1. 
See attached for amounts. These amounts do not represent additional costs to 
be recovered through the formula rate true-up, but rather reflect the 
accounting impact of the true-up itself. 
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GSEC 2-2. To the extent any amounts provided in GSEC 1-1c above were recovered in the 2016 
True-up, please provide the basis for such recovery. In addition, provide all relevant 
FERC orders that allows SPS to recover this regulatory asset. 

 

Response:  

SPS believes the reference to GSEC 1-1c is actually meant to reference GSEC 2-1c.  
With that clarification, as discussed in SPS’s response to GSEC 2-1, that regulatory 
asset is not included in rate base in the 2016 True-up. 
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GSEC 2-3.  In reference to Worksheet E of the 2016 True-up, tab labeled as “WsE Rate Base 
Adj”, Excel rows 74, 159, and 330, please: 

a. Explain the nature of these ADIT items and whether they are related to the 
regulatory asset identified in GSEC 2-1 above; and 

b. Explain why the amount recorded to Account 190 (line 159) is allocated 
100% to transmission while the amount on line 330 is allocated to other. 

 

Response:  

a. The items listed on Excel rows 74, 159 and 330 are SPS’s deferred tax 
asset/liability related to the regulatory asset identified in question GSEC 2-1.  
For tax purposes, SPS must recognize the Transmission Attachment O true-
up when earned; whereas for book purposes, SPS waits to recognize the 
income or expense until after the true-up is settled with customers in a 
following year. Therefore, a book/tax timing difference exists and a deferred 
tax asset (or liability) must be recorded.  
  

b. In the 2016 Projection, SPS inadvertently allocated 100% of the Regulatory 
Liability – Transmission Attachment O to Transmission Related. This is 
reflected on row 159.  However, in the 2016 True-up SPS correctly allocated 
the Regulatory Liability by allocating 100% to Retail, Production and Other 
Related on row 330. 
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GSEC 2-4.  In reference to the attachment that SPS provided in response to GSEC 1-20, please 
provide the nature of the item that was recorded to Account 566 labeled as 
“Distributed Systems Services.”  To the extent this expense is related to the 
distribution function, please provide the justification for recording such expense to a 
transmission O&M account. 

 
Response:   

The Distributed Systems Services account is a Business Systems/IT function that 
includes cost to maintain and support personal computers, laptops, servers, and other 
equipment (including storage) utilized throughout the business, including employees 
engaged in serving our wholesale customer both directly and indirectly. The costs 
represented above were charges for these functions to users in these transmission 
business areas. 
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