
 

December 27, 2013 
 

 
 
 
 
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. ER14-____-000  
Order No. 784 Compliance Filing 

 
Dear Secretary Bose: 

 
Pursuant to Federal Energy Regulatory Commission’s (“Commission”) Order 

No. 784,1 Southwest Power Pool, Inc. (“SPP”) submits revisions to adopt the Open 
Access Transmission Tariff (“OATT”) Schedule 3 language required by Order No. 784 
for its Integrated Marketplace Tariff.2  SPP requests an effective date of March 1, 2014 
for the Tariff revisions proposed in this filing, consistent with the effective date of the 
Integrated Marketplace.  Additionally, as discussed below, SPP requests a limited waiver 
of the Order No. 784 requirement to post historical one-minute and ten-minute Area 
Control Error (“ACE”) data on OASIS for the first year of Integrated Marketplace 
operations. 
 

                                                 
1  Third Party Provision of Ancillary Services; Accounting and Financial Reporting 

for New Electric Storage Technologies, Order No. 784, 144 FERC ¶ 61,056 
(2013) (“Order No. 784”). 

2  Southwest Power Pool, Inc., FERC Electric Tariff, Sixth Revised Volume No. 1 
(“Tariff”).  For the sake of clarity, in this filing, SPP refers to Tariff provisions 
applicable to the Integrated Marketplace effective March 1, 2014 that have been 
accepted by the Commission or are pending before the Commission as the 
“Integrated Marketplace Tariff.”  SPP refers to Tariff provisions applicable to the 
currently effective energy imbalance service market (“EIS Market”) as the “EIS 
Market Tariff.”  Revisions proposed in this filing are identified as “Proposed 
Tariff.” 
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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 74 members serving more than 6 million households in a 
370,000 square-mile area.  Its members include 14 investor-owned utilities, 11 municipal 
systems, 13 generation and transmission cooperatives, 4 state agencies, 11 independent 
power producers, 12 power marketers, and 9 independent transmission companies.  As an 
RTO, SPP administers open access transmission service over more than 48,000 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 and, since 2007, has administered a centralized real-time EIS Market.4  
Currently, the SPP Region includes 16 Balancing Authority Areas operated by the SPP 
Transmission Owners. 

 
B. SPP Integrated Marketplace 
 
On February 29, 2012,5 SPP submitted to the Commission proposed revisions to 

its Tariff to transition from its current real-time EIS Market to the SPP Integrated 
Marketplace in March 2014.  The Integrated Marketplace includes Day-Ahead and Real-
Time Energy and Operating Reserve Markets and a Transmission Congestion Rights 
Market and, relevant to this filing, consolidates the 16 separate Balancing Authority 
Areas currently operating within the SPP footprint into a single Balancing Authority Area 
operated by SPP.  Among the Operating Reserve services provided in the Integrated 
Marketplace are Regulation-Up and Regulation-Down.6  The SPP Integrated Marketplace 

                                                 
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 SPP Integrated Marketplace, Docket 
No. ER12-1179-000 (Feb. 29, 2012) (“Integrated Marketplace Filing”).  SPP 
submitted a “supplemental filing” amending the Integrated Marketplace Filing on 
May 15, 2012.  Amendatory Filing of Tariff Revisions to Implement SPP 
Integrated Marketplace, Docket No. ER12-1179-001 (dated May 15, 2012). 

6  See Integrated Marketplace Tariff at Attachment AE § 1.1, Definitions R.  
Resources providing Regulation-Up and/or Regulation-Down must be capable of 
being deployed through automatic generation control equipment to adjust 

(continued. . . ) 
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co-optimizes the deployment of Energy and Operating Reserve to achieve lowest-cost 
Resource utilization in both the Day-Ahead Market and Real-Time Balancing Market 
(“RTBM”).  SPP’s co-optimization logic is similar to the logic employed by other RTOs. 

 
In orders issued on October 18, 20127 and September 20, 2013,8 the Commission 

conditionally accepted SPP’s Integrated Marketplace, subject to additional compliance 
filings.  Among these required compliance filings was a filing to comply with the 
Commission’s directives in Order No. 755.9  Most recently, SPP submitted a compliance 
filing in response to the September 2013 Market Order on November 11, 2013,10 and 
filed a “supplemental filing” of additional Tariff revisions to clarify certain market design 
aspects on November 15, 2013.11  Both filings are pending before the Commission. 

 
C. Order No. 755 
 
On October 20, 2011, the Commission issued Order No. 755 “to remedy undue 

discrimination in the procurement of frequency regulation in the organized wholesale 
electric markets”12 operated by RTOs and ISOs that have “a tariff that provides for the 

                                                                                                                                                 
(. . . continued) 

Resource output automatically and continuously to balance supply and demand in 
near Real-Time and must be able to deploy the full amount of cleared Regulation-
Up and/or Regulation-Down within the Regulation Response Time, currently set 
at five minutes.  

7  Sw. Power Pool, Inc., 141 FERC ¶ 61,048, at P 2 (2012) (“October 2012 Order”), 
order on reh’g and clarification, 142 FERC ¶ 61,205 (2013) (“March 2013 
Order”). 

8  Sw. Power Pool, Inc., 144 FERC ¶ 61,224, at P 2 (2013) (“September 2013 
Order”), reh’g pending. 

9  Frequency Regulation Compensation in the Organized Wholesale Power Markets, 
Order No. 755, III FERC Stats. & Regs., Regs. Preambles ¶ 31,324 (2011) 
(“Order No. 755”), reh’g denied, Order No. 755-A, 138 FERC ¶ 61,123 (2012); 
see infra Section I.C. 

10  Integrated Marketplace Compliance Filing of Southwest Power Pool, Inc., Docket 
No. ER12-1179-012 (dated Nov. 11, 2013). 

11  Submission of Tariff Revisions to Modify SPP Integrated Marketplace, Docket 
No. ER14-416-000 (Nov. 15, 2013). 

12  Order No. 755 at P 1. 
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compensation for frequency regulation service.”13  Relevant to this filing, the 
Commission directed RTOs to develop mechanisms to compensate frequency regulation 
resources based on the actual services they provide by adopting a two-part payment 
methodology: (1) a capacity payment that includes the marginal unit’s opportunity costs; 
and (2) a payment for performance that reflects the actual quantity of frequency 
regulation service provided by a resource when the resource is accurately following the 
RTO’s dispatch signal.14  The Commission required that the payments be determined by a 
competitive process,15 and found that requiring a performance payment based on 
competitively determined prices that include appropriate opportunity costs will 
appropriately compensate resources that are asked to do more work and will ensure just 
and reasonable rates.16  Order No. 755 gave RTOs the discretion to identify the manner in 
which to implement the two-part compensation methodology.17 

 
In the October 2012 Order, the Commission directed SPP to submit Tariff 

revisions to comply with Order No. 755 no later than June 30, 2013 to be effective “[a]t 
the time of market start-up.”18  On rehearing, the Commission granted SPP’s request to 
defer the implementation of SPP’s Order No. 755 compliance until “no later than one 
year following market start-up.”19  SPP submitted its filing to adopt Order No. 755 
reforms on June 21, 2013.20  SPP’s Order No. 755 Compliance Filing is currently 
pending before the Commission. 

 

                                                 
13  18 C.F.R. § 35.28(g)(3).  At the time Order No. 755 became effective, SPP did 

not have such a mechanism in its Tariff;  however, with the implementation of the 
Integrated Marketplace, SPP will begin procuring and compensating Resources 
providing Regulation, and therefore will be subject to the requirements of Order 
No. 755.  See Order No. 755 at P 205 n.263 (“SPP is not included in the 
respondents because they currently do not have a frequency regulation 
compensation mechanism in their tariff.”). 

14  Id. at PP 3, 77, 197. 

15  Id. at PP 198-199. 

16  Id. at PP 67, 99. 

17  Id. at P 185.  

18  October 2012 Order at P 222. 

19  March 2013 Order at P 40. 

20  Order No. 755 Compliance Filing of Southwest Power Pool, Inc., Docket No. 
ER13-1748-000 (June 21, 2013) (“Order No. 755 Compliance Filing”). 
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D. Order No. 784 
 
On July 18, 2013, the Commission issued Order No. 784, among other things, “to 

provide greater transparency with regard to reserve requirements for Regulation and 
Frequency Response.”21  The Commission explained that, “[u]nder the requirements of 
the pro forma OATT, transmission customers may either purchase Regulation and 
Frequency Response service at cost-based rates from [a] public utility transmission 
provider pursuant to its OATT or self-supply the service, including through purchases 
from third-parties[,]” but that, regarding self-supply, “the pro forma OATT Schedule 3 
merely states that the transmission customer must make alternative comparable 
arrangements to satisfy its Regulation and Frequency Response Service obligation.”22  
The Commission further explained that “Schedule 3 provides no discussion of the 
meaning of the term ‘comparable’ as it relates to reliance on resources with dispatch 
speed and accuracy characteristics that may differ from those used by the public utility 
transmission provider.”23  Consequently, the Commission issued Order No. 784 “to 
clarify the role of resource speed and accuracy in the determination of alternative 
comparable arrangements.”24 

 
Based on these findings, the Commission directed “each public utility 

transmission provider to add to its OATT Schedule 3 a statement that it will take into 
account the speed and accuracy of regulation resources in its determination of reserve 
requirements for Regulation and Frequency Response service,” and that the public utility 
transmission provider must include a review of “whether a self-supplying customer has 
made ‘alternative comparable arrangements’ as required by the Schedule.”25  In addition, 
“upon request by the self-supplying customer, the public utility transmission provider 
will share with the customer its reasoning and any related data used to make the 
determination of whether the customer has made ‘alternative comparable 
arrangements.’”26  The Commission explained that these revisions “are necessary to 
address the potential for undue discrimination in the provision of Regulation and 
Frequency Response,” and that “[a]cknowledging the speed and accuracy of the resources 

                                                 
21  Order No. 784 at P 3.  Other aspects of Order No. 784, such as changes to the 

Commission’s market-based rate analysis and accounting requirements, are not 
applicable to SPP as an RTO.  See id. at Parts II.A and II.C and PP 200-202, 204. 

22  Id. at P 3 (citation omitted). 

23  Id. 

24  Id. 

25  Id. at P 111. 

26  Id. 
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used to provide this service will help to ensure that an appropriate quantity of resources is 
utilized for self-supply.”27 

 
Additionally, “in order to ensure a level of transparency adequate to support self-

supply decision-making by transmission customers,” the Commission “will require public 
utility transmission providers to post historical one-minute and ten-minute ACE data on 
OASIS”28 for the most recent calendar year, and “update this posting once per year.”29  
The Commission found that “historical data for the most recent calendar year, updated 
once per year, should meet the need” for adequate transparency.30  The Commission 
explained that “[the] information is already collected and provided to NERC, through 
balancing area operators and reliability coordinators, so there should be minimal 
incremental burden associated with posting it on OASIS.”31 
 
II. COMPLIANCE FILING 
 

As discussed above, Order No. 784 requires each public utility transmission 
provider to add to its OATT Schedule 3 a statement that it will take into account the 
speed and accuracy of regulation resources in its determination of reserve requirements 
for Regulation and Frequency Response service.  Additionally, Order No. 784 requires 
each public utility transmission provider to post historical one-minute and ten-minute 
ACE data on OASIS. 

 
A. EIS Market 
 
As discussed above, in the SPP EIS Market, Balancing Authority functions are 

performed by the 16 SPP Transmission Owners that operate the individual Balancing 
Authority Areas in the SPP footprint.  Because these functions are performed by the 
Transmission Owners and not SPP, SPP requests that the Commission find that the 
requirements of Order No. 784 do not apply to SPP in the EIS Market.  

 
Under Schedule 3 of the EIS Market Tariff, the individual Balancing Authorities 

are responsible for maintaining the balance between generation and load and therefore are 
responsible for determining the amount of Frequency Response and Regulation Service 

                                                 
27  Id. 

28  Id. at P 116. 

29  Id. 

30  Id. 

31  Id. 
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required for their individual Balancing Authority Areas.32  SPP procures this service from 
the Balancing Authorities (or, where approved, from other sources) for SPP customers, 
and charges under Schedule 3 represent a pass-through of the costs charged to SPP by the 
Balancing Authority or other source for the service.33  Accordingly, because the 
responsibility for determining the amount of Frequency Response and Regulation Service 
lies with the 16 Balancing Authorities within SPP, the Order No. 784 requirement to take 
into account the speed and accuracy of regulating resources in determining the reserve 
requirements does not apply to SPP in the EIS Market.  SPP, therefore, does not propose 
any revisions to its EIS Market Tariff to comply with this requirement. 

 
Additionally, the North American Electric Reliability Corporation (“NERC”) 

defines ACE as “[t]he instantaneous difference between a Balancing Authority’s net 
actual and scheduled interchange, taking into account the effects of Frequency Bias, 
correction for meter error, and Automatic Time Error Correction (ATEC), if operating in 
the ATEC mode.  ATEC is only applicable to Balancing Authorities in the Western 
Interconnection.”34  Because ACE is a Balancing Authority metric that is calculated by 
each individual Balancing Authority, this Order No. 784 requirement likewise does not 
apply to SPP for the duration of the EIS Market. 

 
Consequently, SPP requests that the Commission find that the requirements of 

Order No. 784 related to Schedule 3 revisions and ACE posting requirements are not 
applicable to SPP until SPP commences the Integrated Marketplace and assumes 
responsibility for Balancing Authority functions for the consolidated SPP Balancing 
Authority Area.35 

 

                                                 
32  EIS Market Tariff, Schedule 3. 

33  Id. 

34  North American Electric Reliability Corp., Glossary of Terms Used in NERC 
Reliability Standards, at 6 (updated Dec. 5, 2013), 
http://www.nerc.com/pa/stand/glossary%20of%20terms/glossary_of_terms.pdf. 

35  To the extent necessary, SPP requests a waiver of the requirements of Order 
No. 784 for the duration of the EIS Market.  As discussed above, SPP plans to 
commence operation of the Integrated Marketplace (including consolidation of 
the 16 Balancing Authority Areas) on March 1, 2014.  Given the short remaining 
time before the launch of the Integrated Marketplace and SPP’s lack of authority 
over the activities subject to Order No. 784, good cause exists to grant a waiver of 
the requirements for the duration of the EIS Market. 
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B. Integrated Marketplace 
 
As discussed above, in the Integrated Marketplace, the current 16 Balancing 

Authority Areas in the SPP Region will be consolidated into a single Balancing Authority 
Area operated by SPP.  As a result, the Order No. 784 requirements related to Schedule 3 
and ACE posting will apply to SPP upon commencement of the Integrated Marketplace.   

 
In the Integrated Marketplace, Energy and Operating Reserve will be procured for 

the SPP Region through the co-optimization logic in the Day-Ahead Market and RTBM.  
SPP will determine an Operating Reserve requirement for each Market Participant under 
Section 3.1.4 of Attachment AE of the Integrated Marketplace Tariff, which, along with 
the Tariff revisions SPP proposed to comply with Order No. 755, take into account the 
speed and accuracy of Regulation Qualified Resources for determining both the 
Operating Reserve requirements and compensation for Resources providing Regulation.36  
Under Section 3.1.4 of Attachment AE of the Integrated Marketplace Tariff and Section 
4.1.3 of the Integrated Marketplace Protocols,37 SPP determines Regulation-Up and 
Regulation-Down requirements as a percentage of forecasted load, which is then adjusted 
up or down to account for Resource output variability, ACE performance, and other 
factors.38  Moreover, to become eligible to provide Regulation, a Resource must pass a 
regulation test, which takes into account the speed and accuracy of the Resource.39  

 

                                                 
36  SPP’s Order No. 755 compliance, which becomes effective one year after market 

start, considers the speed and accuracy of Regulation Qualified Resources by 
incorporating a two-part payment for Resources providing Regulation Service.  
SPP’s proposed compensation methodology includes a capacity payment and a 
“mileage” payment that measures the response of the Resource for each five 
minute dispatch interval equal to the sum of the absolute value of movements by 
the Resource in response to Regulation Deployment instructions provided through 
automatic generation control every four seconds.  See Order No. 755 Compliance 
Filing, Transmittal Letter at 10-12, 14-20. 

37  Southwest Power Pool, Inc., Market Protocols, SPP Integrated Marketplace, 
Revision 17.0 (Nov. 22, 2013), http://www.spp.org/publications/Integrated 
%20Marketplace%20Protocols%2017.0.pdf. 

38  For example, SPP may adjust the Regulation requirement down over time if ACE 
is being controlled well and SPP is not fully deploying procured Regulation, or 
SPP may adjust the Regulation requirement up if ACE is more difficult to control 
and SPP is frequently fully deploying procured regulation.   

39  See Integrated Marketplace Tariff, Attachment AE § 2.10.3; Integrated 
Marketplace Protocols § 6.1.11.3. 
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In the Integrated Marketplace, SPP will continue to allow Market Participants to 
self-supply Frequency Response and Regulation Service under Schedule 3, provided that 
the Resource(s) that they are using to self-supply satisfy the Regulation deployment test 
set forth in the Integrated Marketplace Tariff.40  To comply with the requirement to 
modify Schedule 3, SPP proposes to revise Schedule 3 of the Integrated Marketplace 
Tariff to state: 

 
The Transmission Provider will take into account the speed and accuracy 
of regulation Resources in its determination of Regulation and Frequency 
Response reserve requirements, including as it reviews whether a self-
supplying Transmission Customer has made alternative comparable 
arrangements.  Upon request by the self-supplying Transmission 
Customer, the Transmission Provider will share with the Transmission 
Customer its reasoning and any related data used to make the 
determination of whether the Transmission Customer has made alternative 
comparable arrangements.41  
 

 With regard to the Order No. 784 requirement to post historical ACE data on 
OASIS, SPP plans to begin posting ACE for the consolidated SPP Balancing Authority 
Area on the Integrated Marketplace portal on the SPP website when the Integrated 
Marketplace commences.42  SPP requests that the Commission permit SPP to post the 
ACE values on the Integrated Marketplace portal rather than posting on OASIS.  The 
Integrated Marketplace portal is publicly accessible and will contain other market-related 
information.  SPP will place a link to the Integrated Marketplace portal ACE data on the 
SPP OASIS.43 
 

Finally, because there will be no historical data for the SPP consolidated 
Balancing Authority Area at market launch, SPP requests a waiver for the first year of 

                                                 
40  Integrated Marketplace Tariff, Attachment AE § 2.10.3. 

41  See Proposed Tariff, Schedule 3. 

42  The Integrated Marketplace internet portal is located at 
https://marketplace.spp.org/web/guest/public-information. 

43  To the extent necessary, SPP requests that the Commission grant a waiver of the 
Order No. 784 OASIS posting requirement, to enable SPP to post the information 
on the Integrated Marketplace portal.  Good cause exists to grant the requested 
waiver, as doing so will allow SPP to post the required ACE data in a location 
with other relevant Integrated Marketplace information, for the convenience of 
Market Participants and customers.  Additionally, by providing a link on OASIS, 
SPP will facilitate access to such data by Transmission Customers using OASIS, 
while maintaining a central repository for market data. 
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market operations of the requirement to post historical ACE values for the previous 
calendar year.  Good cause exists to grant a waiver because historical data for the SPP 
Balancing Authority Area does not exist.  Moreover, posting historical values for the 16 
individual Balancing Authority Areas would not facilitate self-supply decision-making by 
transmission customers because past performance by other Balancing Authority Areas is 
not informative of the future performance of SPP’s new Balancing Authority Area 
functions.  SPP will begin posting ACE data at market launch and will retain such data on 
the Integrated Marketplace portal to enable interested parties to view past ACE data for 
the SPP Balancing Authority Area. 
 
III.  ADDITIONAL INFORMATION 
 
 A. Information Required by the Commission’s Regulations 
 
  (1) Documents submitted with this filing: 
 

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

(2) Effective date: 
 

SPP requests that the Commission accept the proposed revisions to 
the Tariff effective March 1, 2014. 

 
(3) Service: 
 

SPP has served a copy of this filing on all SPP Members and 
Customers and all affected state commissions.  A complete copy of 
this filing will be posted on the SPP web site, www.spp.org.   
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B. Communications 

Correspondence and communications with respect to this filing should be sent to, 
and SPP requests that the Commission include on the official service list for this 
proceeding, the following individuals: 

 
Nicole Wagner 
Manager, Regulatory Policy 
Southwest Power Pool, Inc. 
201 Worthen Drive  
Little Rock, AR 72223-4936  
Telephone:  (501) 688-1642 
Fax:  (501) 664-9553 
jwagner@spp.org 
 
 

Barry S. Spector 
Matthew J. Binette 
Patrick L. Morand 
WRIGHT & TALISMAN, P.C. 
1200 G Street, N.W., Suite 600 
Washington, DC 20005-3802 
Telephone: (202) 393-1200 
Fax: (202) 393-1240 
spector@wrightlaw.com 
binette@wrightlaw.com 
morand@wrightlaw.com 

 
IV. CONCLUSION  
 

For all of the foregoing reasons, SPP respectfully requests that the Commission 
accept the Tariff revisions proposed herein as compliant with Order No. 784 and grant 
the requested waivers, effective as discussed above. 
 

Respectfully submitted, 
 
 /s/ Matthew J. Binette   
Barry S. Spector 
Matthew J. Binette 
Patrick L. Morand 
WRIGHT & TALISMAN, P.C. 
1200 G Street, N.W., Suite 600 
Washington, DC 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 



 

 

SCHEDULE 3 

REGULATION AND FREQUENCY RESPONSE SERVICE 

 

Regulation and Frequency Response Service is necessary to provide for the continuous 

balancing of resources (generation and interchange) with load and for maintaining scheduled 

Interconnection frequency at sixty cycles per second (60 Hz). Regulation and Frequency 

Response Service is accomplished by committing on-line generation whose output is raised or 

lowered (predominantly through the use of automatic generating control equipment) and by other 

non-generation resources capable of providing this service as necessary to follow the moment-

by-moment changes in load.  The obligation to maintain this balance between resources and load 

lies with the Transmission Provider.  The Transmission Customer must either purchase this 

service from the Transmission Provider or make alternative comparable arrangements to satisfy 

its Regulation and Frequency Response Service obligation.  Unless the Transmission Customer 

makes alternative comparable arrangements, the Transmission Provider will provide this service 

and the Transmission Customer will pay the Transmission Provider for this service through the 

operation and settlement of the Energy and Operating Reserve Markets as described in 

Attachment AE.  The Transmission Provider will take into account the speed and accuracy of 

regulation Resources in its determination of Regulation and Frequency Response reserve 

requirements, including as it reviews whether a self-supplying Transmission Customer has made 

alternative comparable arrangements.  Upon request by the self-supplying Transmission 

Customer, the Transmission Provider will share with the Transmission Customer its reasoning 

and any related data used to make the determination of whether the Transmission Customer has 

made alternative comparable arrangements. 
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