
2016 Annual True-Up Meeting for 
South Central MCN LLC
August 22, 2017
2:00pm – 3:00pm CST



Confidential Business and Financial Information

 Introduction

 South Central MCN LLC (“SCMCN”) Background

 2016 Formula Rate Template True-Up

 Q&A

 Closing Remarks

Agenda
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Confidential Business and Financial Information

 SCMCN is a start-up, stand-alone competitive electric transmission 
company.  SCMCN’s purpose is to develop, jointly own, operate, and 
maintain new or existing regulated transmission assets, principally through 
Co-Development Agreements with non-jurisdictional electric cooperatives, 
municipally-owned electric utilities, and joint action agencies within the 
SPP region and on SPP’s seams with other RTOs. 

 On February 8, 2016 the Formula Rate template was accepted by the FERC 
in Docket No. ER16-505. The Formula Rate template was amended via 
compliance filings on February 10, 2017 and March 3, 2017. 

SCMCN Background
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 Formula Rate Protocols – Timeline for revenue projection and true-up

SCMCN Background (cont.)
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1

For Rate Year - 2016
1
2 Collect 2016 estimate/forecast ATRR over Rate Year - 2016
3
4
5

For Rate Year - 2017
1
2
3
4
5

For Rate Year - 2018
1
2 Collect the 2018 estimate/forecast ATRR and collect/pay 2016 true-up over the Rate Year - 2018

* Continues going forward consistent with Rate Year 2016 and 2017

2

Submit estimate/forecast ATRR by 10/1/2017 (includes Rate Year - 2016 recovery/return of rate)

Perform true-up for Form 1 prior to 4/18/2018

Include recovery/return of rate in Rate Year - 2019 estimate/forecast ATRR
Provide finalized true-up to TCEC and post to GridLiance website on or before 6/1/2018

Submit estimate/forecast ATRR by 10/1/2016

Include recovery/return of rate in Rate Year - 2018 estimate/forecast ATRR

12/31/2018

Rate Year - 2018

Provide finalized true-up to TCEC and post to GridLiance website on or before 6/1/2017
Perform true-up for Form 1 prior to 4/18/2017

Submit estimate/forecast ATRR by 10/1/2015

9/309/30 3/31 6/30 9/3012/31/2015 12/31/2016 12/31/2017

Rate Year - 2016 Rate Year - 2017

3/31 6/30 9/30 3/31 6/30

Collect 2017 estimate/forecast ATRR over Rate Year - 2017

2
2



Confidential Business and Financial Information

 Formula Rate Protocols – Timeline for Calendar Year 2016

SCMCN Background (cont.)
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12/31/2016 1/31 2/28 3/31 4/30 11/30 12/31/20175/31 6/30 7/31 8/31 9/30 10/31

5/30/17: Published the 
2016 Annual True-Up

8/22/17: Annual True-Up
Meeting - 2016 Rate Year

10/1/17: Deadline for 2018 
Projected Net Revenue 

10/31/17: Deadline for 
2018 Annual Projected Rate 

Meeting

12/1/17: Deadline for Interested Parties to 
request information and documentation from 

SCMCN through the Information Exchange 
Procedures



Confidential Business and Financial Information

2016 Formula Rate True-Up
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Return On Rate 
Base

Rate Base1

$18.65 m
WACC2

6.68%
Allowed Return

$1.24 m
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Gross Revenue 
Requirement

Return on Rate Base
$1.24 m

Recoverable O&M, 
Depr, and Taxes

$1.65 m

Gross Revenue 
Requirement

$2.89 m

Net Revenue 
Requirement

Gross Revenue 
Requirement

$2.89 m

Prior Period True-
Up Adj. and 

Interest3

$0.01 m

Actual Net Revenue 
Requirement

$2.90 m

True-Up Adjustment
(Over) / Under 

Collection

Projected Net 
Revenue 

Requirement4

$2.79 m

Actual Net 
Revenue 

Requirement
$2.90 m

True-Up 
Adjustment

$0.11 m

1 Rate Base is calculated as the 13-month average Net PP&E with misc. adjustments. See Appendix A for inputs to 13-month average Net PP&E calculation.
2 See Appendix B for calculation of WACC for projected net revenue requirement and true-up.
3 As shown on Slide 6, SCMCN did not have a prior period true-up adjustment in 2016. 
4 See Slide 6 for details of the Projected Net Revenue Requirement calculation.

 2016 Formula Rate Actual Net Revenue Requirement Calculation and True-
Up Adjustment
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 2016 Projected vs. Actual Net Revenue Requirement Summary

2016 Formula Rate True-Up (cont.)
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1 Rate Base is calculated as the 13-month average Net Plant, Property, and Equipment, adjusted for miscellaneous items, including, but not 
limited to deferred income taxes and working capital.
2 The actual rate of return (WACC) was approved by the FERC in Docket No. ER15-2594
3 For the Projected calculation, SCMCN manually annualized the Gross Revenue Requirement to ensure that revenue was collected only for 
the months during the year in which SCMCN owned assets, which was from April 1, 2016 through December 31, 2016. For the Actual 
calculation, SCMCN used the annualization that is built into the Formula Rate template. 
4 Interest is calculated on the over/under collection of revenue for the Rate Year using the average interest rate for the 21 months preceding 
October of the current year in accordance with the Formula Rate Protocols. 

(in millions) Projected Actual

True-Up
(Over) / Under 

Collection
Rate Base 1 27.27$             18.65$              (8.62)$               
Rate of Return 2 6.84% 6.68% -0.16%
Allowed Return on Rate Base 1.87$               1.24$                (0.63)$               

Recoverable Operating Expenses
O&M Expenses 0.26$               0.37$                 0.11$                 
Depreciation Expenses 0.74                 0.58                   (0.16)                  
Income Taxes 0.74                 0.70                   (0.04)                  
Taxes Other Than Income Taxes 0.11                 -                     (0.11)                  
Gross Revenue Requirement 3.72$               2.89$                (0.83)$               

Prior Period Revenue True-Up -                   -                     -                     

Net Revenue Requirement 3.72$               2.89$                (0.83)$               
Annualization Factor 3 75% 100%
Interest 4 -$                 0.01$                 
Net Revenue Requirement 2.79$               2.90$                0.11$                

2016
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 If you have any additional questions after this meeting, please contact Sara 
Momper at smomper@gridliance.com

Q&A
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Confidential Business and Financial Information

 Inputs for true-up calculation of 13-month average net PP&E, which is 
included in the calculation of Rate Base

Appendix A – Rate Base
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Accumulated
Gross Plant In Service Depreciation

Line No Month Distribution Distribution
(a) (b) (c)

206.75.g for end of year, records for 
other months

219.26.b for end of 
year, records for 

other months

20 December Prior Year -                                                                -                               
21 January -                                                                -                               
22 February -                                                                -                               
23 March -                                                                -                               
24 April 38,254,368                                              10,761,670            
25 May 38,257,564                                              10,823,060            
26 June 38,259,228                                              10,887,237            
27 July 38,149,073                                              10,948,424            
28 August 38,170,748                                              11,007,462            
29 September 38,709,493                                              11,062,903            
30 October 38,715,770                                              11,124,242            
31 November 38,715,770                                              11,189,336            
32 December 39,280,497                                              11,236,764            

33 Average of the 13 Monthly Balances 26,654,808                                              7,618,546              
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 Calculation of WACC for projected net revenue requirement used 10.08% 
return on equity (“ROE”), prior to settlement of Docket ER15-2594

 Calculation of WACC for actual net revenue requirement (true-up) used 
9.80% ROE, which was approved by the FERC in Docket ER15-2594 in 
January 2017

Appendix B - WACC
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17 RETURN (R) (Note V) $
18 Cost
19 $ % (Notes K, Q, & R) Weighted
20   Long Term Debt (Notes Q & R) -                       0.40     1.99% 0.80% =WCLTD
21   Preferred Stock  (112.3.c) (Notes Q & R) -       -                                0.00%
22   Common Stock (Notes K, Q & R) 31,253,033        0.60     9.80% 5.88%
23 Total (Sum of Lines 20 through 22)  6.68% =R

17 RETURN (R) (Note V) $
18 Cost
19 $ % (Notes K, Q, & R) Weighted
20   Long Term Debt (Notes Q & R) 0.40     1.99% 0.80% =WCLTD
21   Preferred Stock  (112.3.c) (Notes Q & R) -       -                                0.00%
22   Common Stock (Notes K, Q & R) 0.60     10.08% 6.05%
23 Total (Sum of Lines 20 through 22) -                      6.84% =R
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