
 

November 21, 2011 
 
 
 
 
 
 
The Honorable Kimberly D. Bose 
Secretary  
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 

Re: Southwest Power Pool, Inc., Docket No. ER11-3627-____ 
Compliance Filing Revising Tariff 

  
Dear Secretary Bose: 
 

Pursuant to section 206 of the Federal Power Act (“FPA”), 16 U.S.C. § 824e, Part 
35 of the Regulations of the Federal Energy Regulatory Commission (“Commission”), 18 
C.F.R. Part 35, and the Commission’s October 20, 2011 order in this proceeding,1 
Southwest Power Pool, Inc. (“SPP”) submits revisions to its Open Access Transmission 
Tariff (“Tariff”)2

 
 to comply with the October 20 Order. 

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 64 Members in 9 states serving more than 6 million 
households in a 370,000 square-mile area.  Its Members include 14 investor-owned 
utilities, 11 municipal systems, 12 generation and transmission cooperatives, 4 state 
agencies, 7 independent power producers, 10 power marketers, and 6 independent 
transmission companies.   

 

                                                 
1  Sw. Power Pool, Inc., 137 FERC ¶ 61,068 (2011) (“October 20 Order”). 

2  Southwest Power Pool, FERC Electric Tariff, Sixth Revised Volume No. 1. 
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As an RTO, SPP administers open access transmission service over 48,930 miles 
of transmission lines covering portions of Arkansas, Kansas, Louisiana, Missouri, 
Nebraska, New Mexico, Oklahoma, and Texas, across the facilities of the SPP 
Transmission Owners.3  Additionally, since February 1, 2007, SPP has administered a 
centralized real-time Energy Imbalance Service (“EIS”) Market,4

 

 and SPP and its 
stakeholders are in the process of developing additional day-ahead and real-time energy 
and operating reserves markets.  Attachment AE of the SPP Tariff governs the operation 
of the SPP EIS Market. 

 B. SPP Filing to Implement Out of Merit Energy Dispatch Payment 
 

On May 24, 2011, SPP submitted revisions to its Tariff to provide a compensation 
mechanism for resources that respond to reliability dispatch directives from SPP to 
resolve Emergency Conditions.5  Specifically, SPP proposed modifications to Sections 
4.4 and 5.6 of Attachment AE to provide a mechanism to ensure that resources that 
respond to reliability directives from SPP to resolve Emergency Conditions on the SPP 
system are made whole for their responses.6  SPP explained that when an Emergency 
Condition arises, SPP may issue a directive to an online resource in the SPP EIS Market 
to increase or decrease output to address the Emergency Condition outside of SPP’s usual 
Security Constrained Economic Dispatch process, which SPP terms an out of merit 
energy (“OOME”) directive.7  The stated purpose of the proposed revisions was to make 
the resource whole for its response to the OOME directive when the usual EIS Market 
settlement process (i.e., paying or charging the resource the locational imbalance price 
(“LIP”) for its sale or purchase in the EIS Market) is insufficient to compensate the 
resource for its response.8

 
 

                                                 
3  See Sw. Power Pool, Inc., 89 FERC ¶ 61,084 (1999); Sw. Power Pool, Inc., 86 

FERC ¶ 61,090 (1999); Sw. Power Pool, Inc., 82 FERC ¶ 61,267, order on reh’g, 
85 FERC ¶ 61,031 (1998). 

4  Sw. Power Pool, Inc., 118 FERC ¶ 61,055 (2007) (accepting SPP’s Market 
Readiness Certification and authorizing a February 1, 2007 start date for the EIS 
Market). 

5  Submission of Tariff Revisions to Implement Make-Whole Process for Out of 
Merit Energy Dispatch of Southwest Power Pool, Inc., Docket No. ER11-3627-
000 (May 24, 2011) (“May 24 Filing”). 

6  Id. at 3-4.  

7  Id. at 3. 

8  Id. at 3-4. 
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On July 22, 2011, the Commission issued a deficiency letter requesting further 
information from SPP regarding its proposed make-whole payment for response to 
OOME dispatch directives.9  SPP submitted its response to the July 22 Deficiency Letter 
on August 24, 2011.10

 
 

In the October 20 Order, the Commission determined that SPP’s proposal was “a 
just and reasonable mechanism to compensate resources that respond to SPP’s OOME 
directives,”11 and that “SPP has satisfactorily demonstrated . . . that the current practice 
of compensating resources for OOME directives at the LIP may not provide such 
resources with appropriate compensation.”12   However, the Commission determined that 
SPP’s proposed OOME compensation mechanism may compensate resources “for more 
than the amount of the under-recovery,” and therefore directed SPP to “make a 
compliance filing with the Commission that caps the compensation under the proposal to 
the amount of the under-recovery caused by the OOME directive.”13

 
 

II. COMPLIANCE FILING 
 

To comply with the Commission’s directive to cap OOME compensation at the 
amount of under-recovery by the resource, SPP proposes a series of revisions to Sections 
4.4(c)(i) and (ii) of Attachment AE of the SPP Tariff, which governs the OOME 
compensation process.  Specifically, SPP proposes to add language indicating that the 
compensation will be limited to the amount of the resource’s sale or purchase that is 
“attributable to its response” to the OOME dispatch instruction.14  SPP also proposes to 
add language specifying that the resource’s “OOME Sale Compensation” and “OOME 
Purchase Compensation” shall be limited to the amount necessary to compensate the 
resource for any under-recovery resulting from its response to the OOME dispatch 
instruction.15

 
   

                                                 
9  Sw. Power Pool, Inc., Deficiency Letter, Docket No. ER11-3627-000 (July 22, 

2011) (“July 22 Deficiency Letter”). 

10  Submission of Response to Request for Additional Information of Southwest 
Power Pool, Inc., Docket No. ER11-3627-000 (Aug. 24, 2011) (“August 24 
Response”).  

11  October 20 Order at P 20. 

12  Id. at P 21. 

13  Id. at P 24. 

14  See Proposed Attachment AE §§ 4.4(c)(i) & (ii). 

15  See id. 
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Together, these revisions ensure that a resource’s compensation will be limited to 
the amount necessary to compensate it for its response to the OOME dispatch instruction 
when LIP is not sufficient, and therefore are just and reasonable as they comply with the 
Commission’s directive in the October 20 Order. 

 
III. ADDITIONAL INFORMATION 
 

A. Information Required by the Commission’s Regulations 

1. Documents submitted with this filing: 

In addition to this transmittal letter, SPP is submitting in electronic 
format clean and redlined versions of the proposed Tariff revisions. 
 

2. Effective Date: 
 

SPP requests an effective date of July 24, 2011, the effective date 
of the May 24 Filing. 

3. Service: 
 

SPP has served a copy of this filing on all of its Members and 
Customers and all state regulatory commissions in the SPP region, 
and has posted a complete copy of this filing on the SPP web site, 
http://www.spp.org.   

 
4. Requisite Agreements: 
 

There are none. 
 

5. Estimate of transactions and revenues: 
 

Not applicable. 
 
6. Basis of rates: 
 

The basis for the proposed Tariff revisions is explained above. 
 
7. Comparison to rates for similar services: 
 

Not applicable.  
 
8. Specifically assignable facilities installed or modified: 
 
 There are none. 
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B. Communications 

Correspondence and communications with respect to this filing should be sent to, 
and SPP requests the Secretary to include on the official service list, the following: 

  
Heather H. Starnes, J.D. 
Manager – Regulatory Policy 
Southwest Power Pool, Inc. 
415 North McKinley, #140 Plaza West 
Little Rock, AR 72205 
Telephone: (501) 614-3380 
Fax: (501) 664-9553 
hstarnes@spp.org 
 

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

 
IV.  CONCLUSION  
 

SPP requests that the Commission accept this compliance filing effective July 24, 
2011 and find that SPP has complied with the directives of the October 20 Order in this 
proceeding. 
 

Respectfully submitted, 
 
 /s/ Matthew J. Binette   
Wendy N. Reed 
Matthew J. Binette 
WRIGHT & TALISMAN, P.C. 
1200 G Street, N.W., Suite 600 
Washington, D.C.  20005-3802 
Telephone: (202) 393-1200 
Fax: (202) 393-1240 
 
Attorneys for 
Southwest Power Pool, Inc. 

 
cc: Penny Murrell 
 Michael Donnini 
 John Rogers 
 Patrick Clarey 
 Laura Vallance 



 

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 these proceedings. 

 Dated at Washington, D.C., this 21st day of November, 2011. 

 
 /s/ Matthew J. Binette   
Matthew J. Binette 
 
Attorney for 
Southwest Power Pool, Inc. 

 



4.4     Calculation of Locational Imbalance Prices
A Locational Imbalance Price shall be calculated for each Meter Settlement Location and 

shall be calculated as the market clearing price at that location based on the security constrained 

economic dispatch, the Dispatchable Resource Offer Curve prices and resource characteristics 

submitted by Market Participants and data from the State Estimator.  The following rules will be 

used in calculating the Locational Imbalance Prices:

(a) Locational Imbalance Prices are calculated by the Transmission Provider for each 

Dispatch Interval as part of the security constrained dispatch solution described 

under Section 4.1.  In performing these calculations, Dispatchable Resources will 

be eligible to set the Locational Imbalance Price under the following conditions:

i. The Dispatchable Resource must be operating below its maximum 

capacity limit, such limit as adjusted in accordance with Section 4.1(b);

ii The Dispatchable Resource must be operating above its minimum capacity 

limit, such limit as adjusted in accordance with Section 4.1(b); and

iii The Dispatchable Resource output must not be ramp rate constrained such 

that the Dispatchable Resource cannot achieve the optimal desired 

dispatch point under the economic dispatch.

Self-Dispatched Resources are not eligible to set the Locational Imbalance 

Price.

(b) The Transmission Provider shall calculate Locational Imbalance Prices for use in 

settlement as follows:

(i) A Locational Imbalance Price shall be calculated for each Meter 

Settlement Location for every Dispatch Interval.     

(ii) The Locational Imbalance Price for a load Settlement Location for a 

Dispatch Interval within the Operating Hour shall be equal to the load 

weighted average of Locational Imbalance Prices calculated for Meter 

Settlement Locations aggregated to that Settlement Location for that 

Dispatch Interval.  The load weights utilized in this calculation shall be 

based upon the actual real-time load calculated at each Meter Settlement 

Location by the State Estimator in that Dispatch Interval.  For Resources, 

the Locational Imbalance Price for a Resource Settlement Location for a 



Dispatch Interval shall equal the Locational Imbalance Price calculated for 

the Meter Settlement Location for the Resource.

(iii) The Locational Imbalance Price at a Settlement Location and a Meter 

Settlement Location for an Operating Hour shall be equal to the arithmetic 

average of the Locational Imbalance Prices calculated for each Dispatch 

Interval at that Settlement Location or Meter Settlement Location within 

that Operating Hour.  No later than fifteen minutes following each 

Operating Hour, the Transmission Provider shall post the Locational 

Imbalance Prices for each Settlement Location and Meter Settlement 

Location for that Operating Hour on its website and shall indicate in that 

posting which Meter Settlement Locations were utilized in the calculation 

of Locational Imbalance Prices for each aggregated load  Settlement 

Location.

(c) When SPP issues a reliability directive to any on-line Resource to resolve an 

Emergency Condition (referred to in the system as “OOME” or out of merit 

energy) and for the duration of the reliability directive, SPP will determine the 

appropriate credit for the OOME dispatch as follows:

(i) Each Resource with an OOME instruction that results in an increase in 

Resource output that creates a sale or an increase in a sale to the EIS 

Market will be paid, for its additional output attributable to its response to 

the OOME dispatch instruction, at the higher of the LIP determined by the 

security constrained economic dispatch for the Resource Settlement 

Location or the Resource offer curve price at the OOME dispatch point 

(“OOME Sale Compensation”).  If such offer price exceeds the LIP, the 

difference between the two prices will be multiplied by the minimum of 

the OOME dispatch instruction and actual output minus the Resource 

schedule quantity in order to calculate the credit that is recoverable 

through the revenue neutrality uplift process (Section 5.6 of this 

Attachment AE).  The OOME Sale Compensation shall be limited to the 

amount necessary to compensate the resource for any under-recovery 

resulting from its response to the OOME dispatch instruction.



(ii) Each Resource with an OOME instruction that results in a decrease in 

Resource output that creates a purchase or an increase in a purchase from 

the EIS Market will pay, for its EIS Market purchase attributable to its 

response to the OOME Dispatch Instruction, at the lower of the LIP 

determined by the security constrained economic dispatch for the 

Resource at the Settlement Location or the Resource offer curve price at 

the OOME dispatch point (“OOME Purchase Compensation”).  If the LIP 

exceeds such offer price, the difference between the two prices will be 

multiplied by the Resource scheduled quantity minus the maximum of the 

OOME Dispatch Instruction and the actual output in order to calculate the 

credit that is recoverable through the revenue neutrality uplift process 

(Section 5.6 of this Attachment AE). The OOME Purchase Compensation 

shall be limited to the amount necessary to compensate the resource for 

any under-recovery resulting from its response to the OOME dispatch 

instruction.

(iii) Settlement calculations for any partial hour OOME instruction will be 

scaled by the number of intervals so that each 5-minute Dispatch Interval 

is settled for 1/12th of the value indicated by the appropriate price.

(d) In the event that a failure of SPP’s EIS Market systems results in a loss of data 

required for calculation of Locational Imbalance Prices, Imbalance Energy will 

continue to be settled financially under this Tariff based upon estimated 

Locational Imbalance Prices.  The Transmission Provider shall notify Market 

Participants if Imbalance Energy is to be settled using estimated prices.  The 

estimated Locational Imbalance Prices shall be calculated as follows.

(i) If Locational Imbalance Pricing data is missing for two hours or less, the 

most recently calculated Locational Imbalance Prices for each affected 

Settlement Location shall be utilized for settlement purposes for each of 

the hours in which Locational Imbalance Pricing data is missing.

(ii) If more than two hours of Locational Imbalance Pricing data is missing, 

the Locational Imbalance Prices for each hour for which data is missing 

shall be calculated on a Zone basis based upon the cost associated with the 



provision of Schedule 4 Service.  The cost associated with provision of 

Schedule 4 Service shall be computed as the greater of (1) actual cost of 

the highest-cost MWh of energy procured for the purposes of providing 

Schedule 4 Service, if such energy was procured; or (2) the fuel cost and 

other variable costs associated with the production of the highest-cost 

MWh of energy produced for the purpose of providing Schedule 4 

Service, such costs not to include opportunity costs.  SPP must specifically 

request the Schedule 4 Service cost information from affected Zone 

suppliers and the affected Zone suppliers must provide the requested cost 

information to SPP no later than 24 hours after the request is made.   



4.4     Calculation of Locational Imbalance Prices 

A Locational Imbalance Price shall be calculated for each Meter Settlement Location and 

shall be calculated as the market clearing price at that location based on the security constrained 

economic dispatch, the Dispatchable Resource Offer Curve prices and resource characteristics 

submitted by Market Participants and data from the State Estimator.  The following rules will be 

used in calculating the Locational Imbalance Prices: 

(a) Locational Imbalance Prices are calculated by the Transmission Provider for each 

Dispatch Interval as part of the security constrained dispatch solution described 

under Section 4.1.  In performing these calculations, Dispatchable Resources will 

be eligible to set the Locational Imbalance Price under the following conditions: 

i. The Dispatchable Resource must be operating below its maximum 

capacity limit, such limit as adjusted in accordance with Section 4.1(b); 

ii The Dispatchable Resource must be operating above its minimum capacity 

limit, such limit as adjusted in accordance with Section 4.1(b); and 

iii The Dispatchable Resource output must not be ramp rate constrained such 

that the Dispatchable Resource cannot achieve the optimal desired 

dispatch point under the economic dispatch. 

Self-Dispatched Resources are not eligible to set the Locational Imbalance 

Price. 

(b) The Transmission Provider shall calculate Locational Imbalance Prices for use in 

settlement as follows: 

(i) A Locational Imbalance Price shall be calculated for each Meter 

Settlement Location for every Dispatch Interval.      

(ii) The Locational Imbalance Price for a load Settlement Location for a 

Dispatch Interval within the Operating Hour shall be equal to the load 

weighted average of Locational Imbalance Prices calculated for Meter 

Settlement Locations aggregated to that Settlement Location for that 

Dispatch Interval.  The load weights utilized in this calculation shall be 

based upon the actual real-time load calculated at each Meter Settlement 

Location by the State Estimator in that Dispatch Interval.  For Resources, 

the Locational Imbalance Price for a Resource Settlement Location for a 



Dispatch Interval shall equal the Locational Imbalance Price calculated for 

the Meter Settlement Location for the Resource. 

(iii) The Locational Imbalance Price at a Settlement Location and a Meter 

Settlement Location for an Operating Hour shall be equal to the arithmetic 

average of the Locational Imbalance Prices calculated for each Dispatch 

Interval at that Settlement Location or Meter Settlement Location within 

that Operating Hour.  No later than fifteen minutes following each 

Operating Hour, the Transmission Provider shall post the Locational 

Imbalance Prices for each Settlement Location and Meter Settlement 

Location for that Operating Hour on its website and shall indicate in that 

posting which Meter Settlement Locations were utilized in the calculation 

of Locational Imbalance Prices for each aggregated load  Settlement 

Location. 

(c) When SPP issues a reliability directive to any on-line Resource to resolve an 

Emergency Condition (referred to in the system as “OOME” or out of merit 

energy) and for the duration of the reliability directive, SPP will determine the 

appropriate credit for the OOME dispatch as follows: 

(i) Each Resource with an OOME instruction that results in an increase in 

Resource output that creates a sale or an increase in a sale to the EIS 

Market will be paid, for its EIS Market sale up additional output 

attributable to its response to the OOME dispatch instruction, at the higher 

of the LIP determined by the security constrained economic dispatch for 

the Resource Settlement Location or the Resource offer curve price at the 

OOME dispatch point (“OOME Sale Compensation”).  If such offer price 

exceeds the LIP, the difference between the two prices will be multiplied 

by the minimum of the OOME dispatch instruction and actual output 

minus the Resource schedule quantity in order to calculate the credit that 

is recoverable through the revenue neutrality uplift process (Section 5.6 of 

this Attachment AE).  The OOME Sale Compensation shall be limited to 

the amount necessary to compensate the resource for any under-recovery 

resulting from its response to the OOME dispatch instruction. 



(ii) Each Resource with an OOME instruction that results in a decrease in 

Resource output that creates a purchase or an increase in a purchase from 

the EIS Market will pay, for its EIS Market purchase attributable to its 

response to above the OOME Dispatch Instruction, at the lower of the LIP 

determined by the security constrained economic dispatch for the 

Resource at the Settlement Location or the Resource offer curve price at 

the OOME dispatch point (“OOME Purchase Compensation”).  If the LIP 

exceeds such offer price, the difference between the two prices will be 

multiplied by the Resource scheduled quantity minus the maximum of the 

OOME Dispatch Instruction and the actual output in order to calculate the 

credit that is recoverable through the revenue neutrality uplift process 

(Section 5.6 of this Attachment AE). The OOME Purchase Compensation 

shall be limited to the amount necessary to compensate the resource for 

any under-recovery resulting from its response to the OOME dispatch 

instruction. 

(iii) Settlement calculations for any partial hour OOME instruction will be 

scaled by the number of intervals so that each 5-minute Dispatch Interval 

is settled for 1/12th of the value indicated by the appropriate price. 

(d) In the event that a failure of SPP’s EIS Market systems results in a loss of data 

required for calculation of Locational Imbalance Prices, Imbalance Energy will 

continue to be settled financially under this Tariff based upon estimated 

Locational Imbalance Prices.  The Transmission Provider shall notify Market 

Participants if Imbalance Energy is to be settled using estimated prices.  The 

estimated Locational Imbalance Prices shall be calculated as follows. 

(i) If Locational Imbalance Pricing data is missing for two hours or less, the 

most recently calculated Locational Imbalance Prices for each affected 

Settlement Location shall be utilized for settlement purposes for each of 

the hours in which Locational Imbalance Pricing data is missing. 

(ii) If more than two hours of Locational Imbalance Pricing data is missing, 

the Locational Imbalance Prices for each hour for which data is missing 

shall be calculated on a Zone basis based upon the cost associated with the 



provision of Schedule 4 Service.  The cost associated with provision of 

Schedule 4 Service shall be computed as the greater of (1) actual cost of 

the highest-cost MWh of energy procured for the purposes of providing 

Schedule 4 Service, if such energy was procured; or (2) the fuel cost and 

other variable costs associated with the production of the highest-cost 

MWh of energy produced for the purpose of providing Schedule 4 

Service, such costs not to include opportunity costs.  SPP must specifically 

request the Schedule 4 Service cost information from affected Zone 

suppliers and the affected Zone suppliers must provide the requested cost 

information to SPP no later than 24 hours after the request is made.    
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