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The Honorable Kimberly D. Bose
Secretary 
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, DC 20426

Re: Southwest Power Pool, Inc., Docket No. RM07-19-____
Order No. 719 Small Demand Response Report

Dear Secretary Bose:

Pursuant to Order No. 719,1 Southwest Power Pool, Inc. (“SPP”) hereby submits 
to the Federal Energy Regulatory Commission (“Commission”) this report regarding 
SPP’s efforts to address participation by smaller demand response resources in the 
organized ancillary services markets administered by SPP.2

I. BACKGROUND

A. SPP

SPP is a Commission-approved Regional Transmission Organization (“RTO”).  It 
is an Arkansas non-profit corporation with its principal place of business in Little Rock, 
Arkansas.  SPP currently has 54 Members in nine states and serves more than 5 million 
customers in a 370,000 square-mile area.  Its members include 12 investor-owned 
utilities, 9 municipal systems, 11 generation and transmission cooperatives, 4 state 
agencies, 5 independent power producers, 10 power marketers, and 3 independent 
transmission companies.

                                               
1 Wholesale Competition in Regions with Organized Electric Markets, Order No. 

719, III FERC Stats. & Regs., Regs. Preambles ¶ 31,281 (2008), as amended, 126 
FERC ¶ 61,261, order on reh’g, Order No.  719-A, 128 FERC ¶ 61,059 (2009).

2 See Order No. 719 at PP 97-99.
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As an RTO, SPP is a transmission provider currently administering transmission 
service over portions of Arkansas, Kansas, Louisiana, Missouri, Nebraska, New Mexico, 
Oklahoma, and Texas.  SPP has been administering a centralized Energy Imbalance 
Services (“EIS”) Market since February 1, 2007.  In various orders, the Commission 
approved revisions to the SPP Open Access Transmission Tariff3 to adopt language for 
the EIS Market, and ultimately certified SPP’s EIS Market for implementation on 
February 1, 2007.4

B. Order No. 719 

On October 17, 2008, the Commission issued Order No. 719 to improve the 
operation of organized wholesale electric markets in the areas of demand response, long-
term power contracting, market monitoring, and RTO and ISO responsiveness.5  Order 
No. 719 mandated that RTOs and ISOs, in consultation with stakeholders, submit a 
compliance filing by April 28, 2009 explaining how existing Tariff language and 
practices comply with the reforms adopted in Order No. 719 or specifying plans to attain 
compliance.6  SPP submitted its Order No. 719 Compliance Filing on April 28, 2009,7
which is currently pending before the Commission.

Additionally, in Order No. 719, the Commission also directed RTOs and ISOs, by 
October 28, 2009,8 to

                                               
3 Southwest Power Pool, Inc., FERC Electric Tariff, Fifth Revised Volume No. 1 

(“Tariff”).

4 Sw. Power Pool, Inc., 118 FERC ¶ 61,055 (2007).

5 Order No. 719 at P 2.

6 Id. at P 8.

7 Submission of Order No. 719 Compliance Filing Revising Tariff of Southwest 
Power Pool, Inc., Docket No. ER09-1050-000 (Apr. 28, 2009) (“Compliance 
Filing”).

8 The Commission issued an errata notice on March 23, 2009 clarifying that the 
compliance date for this requirement is one year from the publication of Order 
No. 719 in the Federal Register.  Wholesale Competition in Regions with 
Organized Electric Markets, 126 FERC ¶ 61,261.  Order No. 719 was published 
in the Federal Register on October 28, 2008, making the compliance deadline 
October 28, 2009.  Wholesale Competition in Regions with Organized Electric 
Markets, 73 Fed. Reg. 64,100 (Oct. 28, 2008).
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perform an assessment, through pilot projects or other mechanisms, of the 
technical feasibility and value to the market of smaller demand response
resources providing ancillary services . . . including whether (and how) 
smaller demand response resources can reliably and economically provide 
operating reserves and report their findings to the Commission.  The 
choice between either a pilot program or other mechanisms in this 
assessment is appropriately left to the discretion of the RTO or ISO and its 
customers and other stakeholders.  Additional issues raised here by 
commenters, such as the need for measurement and verification standards 
and a definition of what constitutes “small demand response resource” 
should be addressed in the assessments.9

II. DEMAND RESPONSE REPORT

As indicated above, SPP administers a centralized market for energy imbalance 
service in its region.  Since the launch of the SPP EIS Market in 2007, SPP has submitted 
five status reports to the Commission summarizing SPP’s efforts to incorporate demand-
side resources, including small demand response resources, into its markets and 
planning.10  The SPP EIS Market is a real-time market for imbalance energy only; at this 
time, SPP does not administer a market for other ancillary services such as operating 
reserves.  Instead, Transmission Customers are required by Schedules 5 and 6 of the SPP 
Tariff to purchase spinning and supplemental operating reserves from SPP or to make 
alternative comparable arrangements to procure such reserves.  As a result, SPP has not at 
this time analyzed “whether (and how) smaller demand response resources can reliably 
and economically provide operating reserves.”11

SPP and its members are currently working to develop a Day-Ahead Market and 
an Ancillary Services Market (collectively “future markets”), with an anticipated launch 
in the second half of 2013.  The SPP Market Working Group (“MWG”)12 is in the 

                                               
9 Order No. 719 at P 97.

10 See, e.g., Informational Status Report Concerning Incorporation of Demand 
Response into SPP’s Markets and Planning, Docket No. ER06-451-000, at 1 
(Sept. 2, 2009) (summarizing SPP’s submission of demand response reports since 
August 1, 2007).

11 See Order No. 719 at P 97.

12 The MWG is responsible for the development and coordination of the changes 
necessary to support any SPP administered wholesale markets, including energy, 
congestion management, and market monitoring, consistent with direction from 
the SPP Board of Directors and Commission policy.
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process of designing the future markets and developing requirements for participation.  
Key to this effort is an analysis of the role of all resources, including small-scale demand 
response resources, to provide various products such as energy, regulation reserves, 
operating reserves, and energy imbalance service.  SPP’s analysis of the technical 
feasibility and value of small demand response is ongoing in its future markets design 
process, and SPP anticipates increased opportunities for small demand response to 
participate in its future markets once they begin to operate.13

Additionally, on August 25, 2009, SPP and the Electric Power Research Institute 
(“EPRI”) hosted a stakeholder workshop entitled “Smart Grid Demonstrations for 
Integrating Distributed Resources” as part of EPRI’s supplemental Smart Grid 
Demonstrations project and SPP’s ongoing efforts to accommodate the participation of 
demand response resources, including small demand response resources, in the SPP EIS 
Market and future markets.  The workshop was designed to assess prevalent challenges 
regarding integration of distributed resources such as local storage, demand response, 
load control, distributed generation, and renewable resources, into system operations.  

Workshop participants reviewed potential challenges to integration of distributed 
resources (including lack of appropriate technical operations, lack of decision-aiding 
models, insufficient communication and control infrastructure, and incompatible market 
and pricing structures) and identified several potential barriers to demand response 
participation (i.e., lack of automation, wholesale market structures, retail rates, building 
codes and permits).  Workshop participants also discussed the various roles that resources 
may play (i.e., reliability, economics, and regulatory requirements) and the potential 
beneficiaries, including the RTO, distribution utility, and customers.  Several SPP 
members, regulatory commissioners, and regulatory commission staff participated in the 
workshop.  Surveys conducted after the workshop indicated that key challenges to greater 
integration of demand response include regulatory issues, future planning considerations, 
and engineering concerns.

Finally, SPP is also actively participating in state regulatory efforts to consider the 
inclusion of demand response resources, including small demand response resources, in 
the SPP EIS Market.  In response to Order Nos. 719 and 719-A, both the Arkansas Public 
Service Commission (“APSC”)14 and the Kansas Corporation Commission

                                               
13 See id. at P 99 (“The Commission agrees that this assessment should not delay 

pilot programs that are currently underway or other smaller load reforms taking 
place in RTOs and ISOs . . .”).

14 In the Matter of the Impact of Federal Energy Regulatory Commission (“FERC”) 
Orders 719 and 719-A in FERC Docket No. RM07-19-001 on the Regulatory 
Authority of the Arkansas Public Service Commission, Order No. 1, Arkansas 
Public Service Commission, Docket No. 09-090-U (Aug. 18, 2009).
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(“KCC”)15 have commenced regulatory proceedings to examine state legal and regulatory 
issues surrounding participation by retail customers in wholesale demand response 
programs of SPP.  As many small demand response resources are likely to fall under the 
regulatory jurisdiction of the retail regulators in the SPP region, participation in these 
state proceedings will be critical to SPP’s assessment of the feasibility, reliability, value, 
and regulatory viability of small-scale demand response in the SPP markets.16  SPP also 
intends, to the extent permissible, to participate in or assist any other retail regulatory 
proceedings in its region examining the role of demand response in the SPP markets.

                                               
15 In the Matter of the Investigation into Laws and Regulations Relating to Demand 

Response and Scarcity Pricing, Order Opening Docket, Scheduling Comments, 
and Designating Prehearing Officer, Kansas Corporation Commission, Docket 
No. 10-GIME-215-GIE (Sept. 21, 2009).

16 SPP recently submitted a filing to the KCC declining to comment on the questions 
posed by the KCC until the Commission issues its orders addressing SPP’s 
compliance with Order Nos. 719 and 719-A and offering to provide comments 
and information at that time.  See In the Matter of the Investigation into Laws and 
Regulations Relating to Demand Response and Scarcity Pricing, Comments of 
Southwest Power Pool, Inc., Kansas Corporation Commission Docket No. 10-
GIME-215-GIE (Oct. 20, 2009).  Additionally, at SPP’s request, the APSC 
extended the comment date to 30 days after the Commission issues its order on 
SPP’s Order No. 719 compliance.  In the Matter of the Impact of Federal Energy 
Regulatory Commission (“FERC”) Orders 719 and 719-A in FERC Docket No. 
RM07-19-001 on the Regulatory Authority of the Arkansas Public Service 
Commission, Order No. 2, Arkansas Public Service Commission, Docket No. 09-
090-U, at 3 (Sep. 9, 2009) (“the procedural schedule in this proceeding is 
modified to extend the date for filing initial briefs and comments in this matter to 
30 days after the FERC issues its ruling on SPP’s compliance filing in Docket No. 
ER09-1050-000.”).
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III. CONCLUSION 

SPP has considered and continues to analyze the feasibility of all resources, 
including small demand response resources, to participate reliably and economically in 
the SPP EIS Market.  This analysis will continue as SPP develops its future markets, and 
SPP will inform the Commission of its ongoing efforts in this regard in its periodic 
demand response informational status reports to the Commission.

Respectfully submitted,

/s/ Matthew J. Binette
Wendy N. Reed
Matthew J. Binette
WRIGHT & TALISMAN, P.C.
1200 G Street, N.W., Suite 600
Washington, DC 20005-3802
Telephone: (202) 393-1200
Fax: (202) 393-1240
reed@wrightlaw.com
binette@wrightlaw.com

Attorneys for
Southwest Power Pool, Inc.



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each person 

designated on the official service list compiled by the Secretary in this proceeding.

Dated at Washington, D.C., this 28th day of October, 2009.

/s/ Matthew J. Binette
Matthew J. Binette
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