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POINTS COVERED (AND NOT COVERED)  
IN THE PRESENTATION 

•  Points Covered 

⇒ Description of LUS System and Transmission 

⇒ Concerns Regarding Compensation under Current SPP Provisions 

⇒ Suggested Approach to Resolving Compensation Issues 

•  Points Not Addressed 

⇒ Past disputes over compensation issues 

⇒ Definition of “Transmission Facilities” 
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PART I  

DESCRIPTION OF LUS’ SYSTEM AND TRANSMISSION 
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OVERVIEW OF LAFAYETTE UTILITIES SYSTEM 

•  Peak Demand:  425 MW (serves 55,000 electric customers) 

•  Existing Generation: 588 MW total  

⇒ 327 MW (nameplate) gas-fired generation at LUS-operated plants  

⇒ 261 MW ownership share of Rodemacher Unit 2 

⇒ Also receives 18 MW allocation from SWPA 

•  Planned Generation 

⇒ 180 MW (Four 45 MW CTs) 

⇒ Two planned for service in mid-2005 DCO; two for early-2006. 

•  Provides transmission service to Cleco to serve customers in Breaux 
Bridge service area of the Cleco System. 

•  Certified as NERC Control Area. 

•  Long-Standing Member of SPP. 
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OVERVIEW OF LUS’ TRANSMISSION FACILITIES 

•  Owns and operates approximately 41 circuit miles of transmission, 
comprising: 

⇒ 15.6 circuit miles operated at 230 kV. 

⇒ 25.4 circuit miles operated at 69 kV. 

•  All transmission facilities are looped. 

•  Interconnected with both Cleco and Entergy at numerous points. 

•  Significant bi-directional flows over LUS System between Entergy and 
Cleco. 
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MORE DETAIL ON LUS’ INTERCONNECTIONS 

•  Interconnections with Cleco 

⇒ 230 kV interconnection on north side of City, through a line out of 
Cleco’s Ville Platte Substation.   

⇒ Two 138 kV interconnects on the southwest side of City, one to 
Hopkins Substation in New Iberia and one to the Habetz Substation 
in Crowley.   

⇒ In addition, Cleco connects to LUS’ Elks Substation with a 69 kV 
line used to serve the town of Breaux Bridge (approx. 13 MW load). 

•  Interconnections with Entergy 

⇒ Two interconnections at 138 kV at LUS’ Bonin Power Plant 

⇒ One 138 kV tie to the west of the City to Entergy's Scott Substation.  

⇒ One 138 kV tie to the east of the City to Entergy's Cecelia 
Substation. 
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CONCLUSIONS REGARDING  
LUS’ TRANSMISSION FACILITIES 

•  LUS facilities are highly integrated with the regional network. 

⇒ Looped facilities and numerous interconnection points with two 
major utility systems.  

⇒ LUS generation can be (and repeatedly has been) operated to 
relieve loading on flowgates on other interconnected systems.   

⇒ LUS transmission facilities are used to inject energy into the 
regional network for this purpose. 

⇒ LUS transmission facilities thus contribute directly and significantly 
to regional reliability and economic operations. 
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CONCLUSIONS REGARDING  
LUS’ TRANSMISSION FACILITIES 

(Cont’d) 

•  In addition: 

⇒ If Cleco participates in SPP RTO operations, facilities owned by 
LUS will provide an essential transmission path between SPP and 
“outside” systems in the region. 

⇒ If Entergy and Cleco both participate in SPP RTO operations, LUS’ 
transmission facilities will provide an essential link between two of 
SPP’s participating TO zones. 
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PART II 

CONCERNS ABOUT EXISTING PROVISIONS OF SPP TARIFF 
GOVERNING COMPENSATION FOR CUSTOMER-OWNED 

TRANSMISSION FACILITIES 
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THE “INTEGRATION” STANDARD 

•  Referred to in February 10 Order as one possible approach. 

•  Originated in Order 888 “pro forma” tariff, and carried into § 30.9 of SPP 
OATT: 

⇒ For existing facilities, requires customer to demonstrate that 
facilities are “integrated into the plans or operations of a 
Transmission Owner to serve the Transmission Owner’s power and 
transmission customers.”  

⇒ For new facilities, customer is entitled to credit where “facilities are 
jointly planned and installed in coordination with the Transmission 
Provider [SPP] and/or Transmission Owners.” 
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CHIEF CONCERNS WITH THE “INTEGRATION” STANDARD 

•  Subject to considerable discretion and fact-intensive inquiry on a 
facility-by-facility basis. 

⇒ Transmission Owner has considerable leeway to argue that 
customer’s facilities do not contribute to the TO’s operations. 

⇒ Each facility must be individually examined to determine whether 
the standard is met.  Very resource intensive. 

⇒ Determination in one year may not be valid in later years.  SPP 
could be forced to re-litigate issue as operational patterns change.  

•  Tends to reward past exclusionary behavior by transmission owners 
that forced transmission customers to plan new facilities on their own. 
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CHIEF CONCERNS WITH THE  
“INTEGRATION” STANDARD 

(Cont’d) 
•  The “comparable treatment” option provided in FMPA II could be worse 

for Transmission Owners than recognition of customer facilities.   

⇒ Rate base reduction for TOs could be substantial. 

⇒ Applying this approach promises more controversy and litigation. 

•  Even if considered appropriate for a stand-alone Transmission Owner, 
not well suited to the objective of maximizing the facilities made 
available to RTO control.  

⇒ Customers that do not wish to incur the conflict and cost needed to 
obtain compensation may simply keep their facilities out of the 
RTO.  

⇒ If LUS were forced into that decision, key regional facilities would 
be outside the SPP RTO’s functional control. 
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SPP TARIFF PROVISIONS RELATING  
TO NEW PRICING ZONES 

•  No express provision for creation of new Pricing Zones. 

•  New zone would require TO consent for tariff amendment. 

•  Customer’s receipt of compensation could be easily blocked by TOs for 
any reason. 
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ATTACHMENT L OF THE SPP TARIFF 

•  Addresses distribution of revenues collected by SPP for Network and 
Point-to-Point transmission services. 

•  Assumes existence of an agreement concerning the customer’s 
entitlement to compensation, but does not address situations where 
agreement is not reached on that issue. 

•  With respect to Network Service revenues: 

⇒ No discussion of how revenues would be shared by owners within a 
zone. 

⇒ Customer’s receipt of compensation dependent on: 

o TO consent, and 

o Agreement on revenue sharing. 
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ATTACHMENT L OF 
THE SPP TARIFF 

(Cont’d) 

•  With respect to PTP Service revenues, Section II.C.3 describes a 
method for sharing revenues among owners within a zone, but: 

⇒ Transmission owning customer must already have been accepted 
as a “Transmission Owner” under the Membership Agreement. 

⇒ Attachment L doesn’t tell you what happens if there is a dispute 
about the Transmission Customer’s entitlement to compensation. 

⇒ Also, requires that an owner’s revenue requirement be “filed with 
the Commission.”  

o As drafted, may not fit the emerging “formula rate” approach. 

o If retained, should be clarified that “filing” does not affect NJ 
status. 
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THE “BOTTOM LINE” REGARDING  
EXISTING TARIFF PROVISIONS  

•  Where the Transmission Customer must rely on agreement with the 
zonal Transmission Owner to obtain compensation, any purported 
entitlement to compensation is illusory. 

⇒ Transmission Owner has little or no incentive to agree. 

o Agreement serves only to help a competitor.  

o Especially unlikely if inclusion of the Transmission Customer’s 
facilities in zonal revenue requirement might lead to broader 
reexamination of the Transmission Owner’s current cost level.  

⇒ Customer likely to be reluctant to undertake the expense and 
acrimony needed to get its costs included in the zonal revenue 
requirement. 

•  If compensation is dependent upon the Transmission Owner’s 
agreement, the TO has every incentive to oppose and delay, and no 
incentive to agree promptly or at all. 
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THE “SEVEN FACTOR TEST” APPROACH 

•  Also mentioned in February 10 Order as a possible approach. 
•  Like the “integration” test, has its origin in Order No. 888 but was 

developed for an entirely different purpose. 
⇒ Used to identify facilities that serve a “transmission” function and 

those that serve purely a “distribution” function. 

⇒ Purpose is to distinguish between facilities subject to federal 
jurisdiction versus those subject only to state jurisdiction. 

•  Chief Concerns: 

⇒ Similar to “integration” test in that a very fact-specific and resource 
intensive inquiry is required. 

⇒ By itself, may not provide definitive answer on whether customer-
owned facilities are entitled to compensation (e.g., because useful 
in the RTO’s provision of services). 



18 

PART III 

A VIABLE APPROACH TO ENSURING THAT  
TRANSMISSION-OWNING CUSTOMERS ARE PROPERLY 

COMPENSATED 
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THE “BRIGHT LINE VOLTAGE” APPROACH 

•  Proposed by sponsors of the SeTrans RTO as an alternative to the 
integration test under OATT§ 30.9. 

•  Facilities 40 kV and up entitled to credits if turned over to RTO control 
and customer agrees to be subject to RTO Planning Protocol. 

•  Customer costs rolled into appropriate zonal revenue requirement. 

•  Proposed OATT § 30.10 stated: 

“If the Network Customer agrees in its Service Agreement to make its 
transmission facilities subject to the Transmission Provider’s Functional 
Responsibility, the Network Customer will receive credits for its 
transmission facilities located in the applicable Pricing Zone pursuant to 
Schedule 9.” 

•  Received generally favorable reaction from SeTrans stakeholders. 
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KEY DETAILS REGARDING THE SeTRANS “BRIGHT LINE 
VOLTAGE” APPROACH 

•  Did not require customer to demonstrate “integration” under § 30.9. 

•  TOs agreed not to dispute usefulness of the facilities or attempt to apply 
other criteria.  

•  Compensation not dependent upon inclusion of customer’s revenue 
requirement in the zonal rate. 

•  Credits not available for facilities subject to Participant Funding 
(compensation would come through FTR award). 

•  Dispute resolution available if disagreement about credit eligibility. 
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PRINCIPAL ADVANTAGES OF THE  
“BRIGHT LINE VOLTAGE” APPROACH 

•  Non-discriminatory – applies equally to all transmission-owning entities.  

•  Ease of administration (e.g., revenue distribution based on relative 
revenue requirements of owners within zone). 

•  Avoids resource-intensive disputes about whether particular facilities 
meet “integration” or “seven factor” test. 

•  Does not make customer dependent upon consent of the Zonal TO to 
receive compensation for eligible facilities. 

•  Furthers the goal of bringing more transmission facilities under the 
RTO’s functional control.   
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ALTERNATIVE APPROACH (IF “BRIGHT LINE VOLTAGE” 
APPROACH NOT ACCEPTED) 

•  Allow LUS to be an additional pricing zone under the SPP Tariff. 

•  LUS meets criteria set forth in other RTO tariffs for Pricing Zone status 

⇒ Not electrically surrounded by another Pricing Zone 

⇒ Operates as a NERC-certified control area. 

⇒ LUS prepared to develop and support own revenue requirement. 

•  SPP would file and support necessary tariff amendments under FPA 
§ 205 or § 206, as necessary. 


