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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
Southwest Power Pool, Inc.   )  Docket No. ER14-2553-000 
 

MOTION FOR LEAVE TO ANSWER AND ANSWER OF 
SOUTHWEST POWER POOL, INC. 

 
 Pursuant to Rule 213 of the Federal Energy Regulatory Commission’s (the 

"Commission") Rules of Practice and Procedure, 18 C.F.R. § 385.213, Southwest Power 

Pool, Inc. ("SPP") files this answer ("Answer") to address the protests the TDU 

Intervenors1 and Boston Energy Trading and Marketing LLC ("BETM")2 (collectively, 

the "Protestors") filed in response to SPP's July 31, 2014, filing3 in this proceeding (the 

"July 31 Filing").4 SPP seeks leave to submit this answer to ensure a full and accurate 

record and to assist the Commission’s decision making process by clarifying the issues 

and the Protestors' representations.5 

                                                 
1  The City of Independence, Missouri, Kansas Power Pool, Missouri Joint Municipal 

Electric Utility Commission, Missouri River Energy Services, and West Texas Municipal 
Power (collectively, the "TDU Intervenors") moved to intervene and protest in the above-
captioned docket on August 21, 2014.  See Motion to Intervene and Protest of TDU 
Intervenors, Docket No. ER14-2553-000 (Aug. 21, 2014). 

 
2  See Protest of Boston Energy Trading and Marketing LLC, Docket No. ER14-2553-000  

(Aug. 21, 2014). 
 
3  Submission of Tariff Revisions in Compliance with Order 681 of Southwest Power Pool,  

Inc., Docket No. ER14-2553-000 (July 31, 2014). 
 
4  SPP’s silence in this answer on any matter addressed in the Protests should not be 

construed as a concession by SPP on any argument or issue before the Commission. 
 
5  The Commission regularly allows answers for such purposes. See, e.g., Sw. Power Pool, 

Inc., 144 FERC ¶ 61,059, at P 17 (2013) (“We accept the answers . . . because they have 
provided information that assisted us in our decision-making process.”); Sw. Power Pool, 
Inc., 144 FERC ¶ 61,224, at P 19 (2013) (same); S. Natural Gas Co., 121 FERC ¶ 
61,118, at fn. 5 (2007) (answer to protest accepted because it assisted the Commission in 
understanding the issues and ensured a complete record); Morgan Stanley Capital Grp., 
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 Contrary to the Protestors' representations, SPP's Long Term Congestion Right 

("LTCR") design proposed in the July 31 Filing meets the letter and spirit of the 

Commission's Order 681 and its sequels.6  Each of the two Protests submitted in this 

proceeding run contrary to the very principles of Order 681 and the Federal Power Act 

(the "FPA") they purport to address.  As discussed more fully in this Answer, the bulk of 

the TDU Intervenors' Protest seeks special treatment that would conflict with EPAct 2005 

and Order 681 by foreclosing hedging opportunities for other Load-serving Entities 

("LSEs") that do not happen to be similarly situated to the TDU Intervenors.7  BETM, on 

the other hand, seeks an exception that would require SPP to carve out LTCRs for entities 

that may finance small upgrades outside of SPP's prevailing transmission planning 

process.  Such an exception would amount to preferential treatment of non-LSEs in 

conflict with the interests Order 681's Guideline 3 explicitly addresses:  the transmission 

service reserving entities that ultimately "fund" the upgrades under SPP's prevailing 

system. 

 SPP's LTCR design meets the letter and spirit of the Guidelines, and it has done 

so in accordance with its existing cost allocation methodology as Order 681 invited.  

Accordingly, the Commission should reject the arguments set forth in the Protests and 

accept the proposed LTCR design in the July 31 Filing as just and reasonable. 
                                                                                                                                                 

Inc. v. N.Y. Indep. Sys. Operator, Inc., 93 FERC ¶ 61,017, at 61,036 (2000) (accepting 
answer as “helpful in the development of the record”). 

 
6  Long-Term Firm Transmission Rights in Organized Electricity Markets, Order No. 681, 

FERC Stats. & Regs. ¶ 31,226 (2006) ("Order 681") order on reh’g, Order No. 681-A, 
117 FERC ¶ 61,201 (2006) ("Order 681-A"), order on reh’g and clarification, Order No. 
681-B, 126 FERC ¶ 61,254 (2009) ("Order 681-B"). 

 
7  SPP acknowledges that the final section ("Section C") of the TDU Intervenors' Protest 

also includes suggestions of certain procedural, typographical and technical issues and 
will address those issues directly in this Answer. 
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I. BACKGROUND 

 On July 31, 2014, SPP submitted revisions to its Open Access Transmission 

Tariff8 necessary to implement "LTCRs" in the context of SPP's Integrated Marketplace.  

Specifically, SPP designed an LTCR product that dovetails into the design of SPP's 

Transmission Congestion Rights ("TCR") Market, which is, in turn, integrated into SPP's 

prevailing process for allocating costs of upgrades to SPP transmission system.  As 

discussed further in this Answer, SPP submits its TCR/LTCR design, which is rooted in 

SPP's obligations to keep its grid ready to fulfill transmission service reservations, is 

uniquely "load-centric" and provides more protection for LSEs than the designs of other 

Regional Transmission Organizations ("RTOs") or Independent System Operators 

("ISOs"). 

II. ANSWER 

 As an initial matter, SPP notes for this Answer that both Protesters appear to base 

their arguments on the false premise that Order 681 and the legislation it implemented 

constituted a rigid, one-size-fits-all template of how LTCRs must be designed.  However, 

the Commission made abundantly clear it intended Order 681 and its Guidelines format 

to give "transmission organizations the flexibility to propose designs for long-term firm 

transmission rights that reflect regional preferences and accommodate regional market 

designs, while ensuring that the objectives of Congress expressed in new section 

217(b)(4) of the FPA are met."9  Rather than demonstrating that SPP has failed to comply 

                                                 
8 Southwest Power Pool, Inc., FERC Electric Tariff, Sixth Revised Volume No. 1  

("Tariff"). 
 
9  See Order 681-A at P 12. 
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with the Commission’s mandates, the Protests merely assert individual intervenor 

preferences for alternative approaches to LTCR design. 

A. SPP's LTCR Design is Appropriately Structured to Meet the 
Reasonable Needs of All LSEs and Provide for the Continued 
Feasibility of LTCRs. 

 
The TDU Intervenors seem to be asking the Commission to approve a superior 

position for themselves over other LSEs.10  The Commission made clear that offering 

LTCRs "should not force transmission organizations to provide rights to the existing 

system that are infeasible, and that the Final Rule does not necessarily guarantee that a 

load serving entity will be able to obtain long-term firm transmission rights to hedge its 

entire resource portfolio or be able to obtain all the long-term firm transmission rights it 

requests."11  

The TDU Intervenors appear to construe "reasonable needs" as referring in every 

circumstance to every single LTCR an entity wants to have.  The term "reasonable," 

however, is a contextual term that cannot be cited as a single, definite benchmark in 

every case.  The term must be defined under the circumstances in which it is applied.  

When viewed under the circumstances of SPP's Commission-approved TCR and ARR 

design, SPP's LTCR design provides a more complete way for LSEs to protect their 

baseload by offering LSEs both LTCR opportunities and TCR opportunities. Indeed, 

                                                 
10  Guideline 5 provides transmission organizations with the flexibility to determine the level 

at which LSEs may nominate LTCRs, but it certainly does not require SPP to favor one 
class of LSEs over the other.  Indeed, the Commission clearly dismissed the notion of 
favoring LSEs with long-term power supply arrangements over LSEs in other situations. 
See, e.g., Order 681 at P 23. 

 
11  See Order 681-A at P 14. 
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SPP's design was intended to better protect all LSEs as opposed to a specific category of 

LSEs. 

 In contrast, accepting the TDU Intervenors' requested approach could result in 

one LSE nominating, receiving, and thus exhausting another LSE's transmission service 

reservation path, thereby blocking the other LSE from receiving as many or any future 

LTCRs, annual TCRs, or monthly TCRs.  By conducting a simultaneous feasibility of all 

of the transmission service reservations and by permitting LSEs to nominate up to their 

simultaneously feasible amounts for inclusion in an LTCR, SPP is seeking to protect and 

benefit all LSEs—those with short-term (more granular) needs and those with long-term 

(more static) needs.  Not all LSEs are created equal, and SPP's LTCR proposal is 

appropriately structured to balance the differing interests of various types of LSEs.  These 

interests include the need to safeguard LSEs' baseload with long-term rights, the impact 

of long-term rights held by other Market Participants, the continued feasibility of the 

long-term rights, and the ability to exit those long-term rights at any time.  This approach 

is consistent with and necessitated by SPP's obligations to maintain the transmission grid 

to meet the firm transmission service that has been granted.  SPP submits that, because its 

LTCR design is tied to the obligation to keep the transmission grid sufficient for 

reservations, it better supports the long-term feasibility of LTCRs. 

 Contrary to the assertions of the TDU Intervenors, SPP submits it has produced a 

load-centric design with as much or more LSE preference and protection than any other 

design.  SPP's congestion hedging market design laid its foundation on the underlying 

transmission service that is or was paid for by its Market Participants by basing its 

entitlements on SPP and Grandfathered-Agreement transmission service (Network 
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Integration Transmission Service and Point-to-Point Transmission Service ("PTP")).  

Utilizing that same approach to LTCR design, SPP recognized Market Participants that 

are LSEs and based the LTCR entitlements on the same transmission service used for its 

annual process.  This integrated approach provides stability and consistency between the 

two types of hedging instruments and ensures that LTCRs are planned for appropriately.  

Further, the congestion hedging process's foundation in SPP's transmission planning 

process incorporates the planning process's focus on continued feasibility in the context 

of new transmission service requests.  This integration means that SPP will also be 

planning for and ensuring the continued feasibility of granted LTCRs as long as the 

underlying SPP-recognized transmission service is in place. 

SPP’s LTCR design is structured to offer LSEs the opportunity to receive LTCRs 

that will cover as much capacity as is simultaneously feasible in the context of all other 

LSE rights.  This is achieved, in part, by not allowing for flows in opposite directions to 

cancel each other out.  Under this design, a Market Participant's LTCRs are not 

dependent upon other Market Participants' continued holding of other rights.  This 

provides the ability to exit and reenter LTCR ownership any given year.12  With regard to 

baseload, SPP's LTCR approach reduces the possible over-allocation of LTCRs when the 

grid experiences transmission element outages, new load, new generation, and other 

changes that will affect energy flow patterns.  This approach may limit the number of 

LTCRs available for allocation in some cases, but it is designed to ensure that all 

allocated LTCRs remain feasible going into the annual process. 

                                                 
12  The ability to dispose of LTCRs reflects the desire of SPP stakeholders to be able to shed 

LTCRs without repercussions.  This market design construct had to be balanced with the 
need for LTCRs to cover LSEs' reasonable needs.  The ability to exit LTCRs without 
harming others or requiring a study or minimum time for holding the LTCR necessitates 
that fewer LTCRs be allocated.   
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SPP believes that the benefits of LTCRs that have no stated end, that carry 

continued transmission service, and that provide the ability to exit without additional fees 

far outweighs the alleged burden of any reduction in the number of LTCRs offered.  The 

applicable statutes call for a preference in favor of all LSEs that is reasonable under the 

circumstances--not a statutory requirement guaranteeing LSEs every one of the LTCRs 

they may wish to obtain.  SPP's approach is just and reasonable and is in accord with the 

preference identified in Order 681.  

B. The TDU Intervenors' Bulleted Paragraphs 
 
 The final argument in the TDU Intervenors' Protest consists primarily of a 

bulleted list of eleven technical, procedural, or typographical issues.13  In this Answer, 

SPP will refer to the bulleted items numerically.  For example, at Bullet No. 1, the TDU 

Intervenors claim Sections 7.1.2(1)(a), 7.1.2(2)(a), 7.1.2(3)(a), 7.1.2(4)(a) of SPP's 

proposed Tariff revisions should be deleted as redundant in light of Section 7.2.4.  This 

argument is misplaced because, while 7.2.4 pertains to the selection of LTCRs, the other 

aforementioned sections pertain to the effect of the nomination cap. 

 Bullet No. 2 asserts that language in proposed Sections 7.1.3 "appears" to result in 

a nomination cap that is "too generous."14  This is an incorrect interpretation, as Section 

7.1.3 is intended to define the ARR Nomination Cap, which applies to both candidate 

LTCRS and candidate ARRs.  The sum of these two cannot exceed the ARR Nomination 

Cap.  Previously awarded LTCRs do not affect the nomination cap, but they do impact 

the amount of available LTCRs that may be selected, as described under Section 7.2.4. 

                                                 
13  See TDU Protest at 10-13. 
 
14  Id. at 11. 
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 Bullet No. 3 identifies an occurrence of the term "Candidate LTCRs" in Section 

7.1.3(1), and SPP acknowledges the term "Network Integration Transmission Service 

Candidate LTCRs" is the term that should appear in that instance.  With respect to Bullet 

No. 4, SPP acknowledges that a reference to "selected candidate ARRs" in Section 7.2 is 

incorrect.  SPP proposes substitute language as follows: 

Eligible Entities may select the candidate LTCRs that they wish to receive 
up to their available LTCRs. The selected candidate LTCRs are awarded 
to each Eligible Entity during the LTCR annual allocation. Candidate 
LTCRs are evaluated on an annual basis in a two-step process: (i) 
candidate LTCRs associated with Eligible Entities that are Load Serving 
Entities are evaluated in accordance with Section 7.2.2 and (ii) remaining 
candidate LTCRs associated with Eligible Entities that are not Load 
Serving Entities are then evaluated in accordance with Section 7.2.3. 
 

 SPP also acknowledges the potential ambiguity identified with respect to Section 

7.2.1 in Bullet No. 5.  SPP proposes revised language as follows: 

Eligible Entities may surrender previously awarded LTCRs in 0.1 MW 
increments. Prior to annual LTCR allocation, Eligible Entities 
surrendering previously awarded LTCRs shall submit the following 
information: 
(1) Source (valid candidate LTCR source Settlement Location),  
(2) Sink (valid candidate LTCR sink Settlement Location), and  
(3) Surrendered LTCR MW (cannot exceed previously awarded LTCR). 

 SPP disagrees with Bullet No. 6's suggestion that certain language in Section 

7.2.2 regarding previously awarded LTCRs is unclear.  SPP submits that previously 

awarded LSE LTCRs are covered under paragraph 3 of Section 7.2.2.  However, SPP 

acknowledges Bullet No. 7's identification of other potentially ambiguous terminology in 

Section 7.2.2 and offers revised language as follows: 

If the candidate Load Serving Entity LTCRs are not feasible, the amount 
of available candidate LTCRs for selection and award will be reduced 
using a weighted least squares method. The weighted least squares method 
minimizes the sum of the squared deviations between the feasible LTCR 
amounts and the candidate LTCR amounts, weighted by the reciprocal of 
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the candidate LTCR amounts, which results in a higher percentage LTCR 
reduction for those candidates having the greatest impact on the 
constraints. LTCR reductions associated with candidates that have an 
equal impact on the constraints are reduced by the same percentage. 
 

 Bullet No. 8's assertion that procedural language in Section 7.2.3 represents non-

preferential treatment of LSEs is incorrect.  Under the proposed SPP allocation method, 

LSEs would not need to depend on a second, LSE-only allocation round because all LSE 

candidates are included prior to evaluation of available non-LSE LTCRs.  The selection 

of LTCRs from "available" candidate LTCRs is done at the end of the allocation process 

as described under Section 7.2.4 (i.e. both LSEs and Non-LSEs select at the same time).  

With respect to Bullet No. 9, SPP submits an entity should not be permitted to pay a 

special, reduced TCR cost not available to other LSEs and Market Participants by 

avoiding the traditional support of upgrades through purchase of transmission service. 

 Bullet No. 10 speculates as to how previously awarded LTCRs are handled.  In 

response, SPP states its LTCR allocation process does take into account previously 

awarded LTCRs in the calculation of available LTCRs.  The resulting available LTCRs 

will always be at least equal to the previously awarded LTCRs but may be greater than 

previously awarded LTCRs because of added system capacity and/or surrendered 

LTCRs.  Because previously awarded LTCRs that were not surrendered are automatically 

selected/awarded, this calculation is necessary to ensure that only amounts above 

previously awarded LTCRs (which could be zero if the previously awarded LTCRs were 

surrendered) are available for selection.  Finally, contrary to Bullet No. 11's assertion that 

subsection 3 of 7.2.4 is unclear, SPP submits that provision is perfectly clear when read 

in the context of 7.2.4(1)-(2). 
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C. BETM's Protest Seeks Preferential LTCR Treatment for Non-LSEs 
 

1. BETM Seeks Preferential Treatment over LSEs and other Market 
Participants in a Manner that Conflicts with SPP's Prevailing 
Upgrade Cost Allocation Methodology. 

 
 BETM seeks the ability to obtain the benefits of LTCRs by financing upgrades 

outside of SPP's prevailing transmission planning methodology.  This would amount to 

preferential treatment of a non-LSE financial-only Market Participant over other SPP 

Market Participants who are actually funding facility upgrades through their transmission 

service reservations that generate the credits.  Giving such rights to entities that finance 

upgrades takes away rights from LSEs who fund upgrades through service reservations.  

This is the very antithesis of the preference for LSEs contained in Section 217(b)(4) of 

the FPA. 

 Further, BETM couches its Protest in terms of being excluded from LTCRs.  To 

the contrary, BETM is invited to obtain LTCRs in the same manner as LSEs and all other 

Market Participants.  Like LSEs and other participants, BETM is free to request firm 

Point-to-Point service by selecting a Source/Sink on a path it believes was increased in 

capacity by its financing or investment.  In turn, under SPP's prevailing methodology, 

BETM would receive revenue credits back based on the financing it provided.  BETM 

could then be awarded LTCRs like any other firm PTP transmission customer.  As the 

Commission noted, while Order 681 "requires transmission organizations to offer long-

term firm transmission rights with characteristics that will support long-term power 

supply arrangements, in most cases, offering such rights should not require major 

changes in allocations or allocation procedures."15 

                                                 
15  See Order 681-A at P 14. 
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 Additional issues of equity are at play here.  First, under SPP's methodology, no 

single investment stands alone in providing transmission capacity.  Transmission capacity 

depends upon facilities being supported by all other customers and not just an 

incremental investor. Further, all transmission service depends upon SPP's Transmission 

Service Reservation process, including its queuing rules.  No Market Participant goes to 

the head of the TSR line based on financing an investment; parties already in the queue 

have priority. 

 Finally, the amount of financing an entity may provide for an incremental upgrade 

is unrelated to the funding cost that others bear for their TCRs/ARRs.  If granted LTCRs 

on the terms BETM wants, non-LSE financial-only Market Participants would in effect 

be granted a different form of compensation, a different type of revenue, from that 

received by other upgrade sponsors under SPP's methodology.  Parties financing 

incremental upgrades should obtain their TCRs/ARRs the same way that other SPP 

Market Participants do--through a transmission service reservation. 

2. BETM's Protest Amounts, in Part, to an Impermissible Attack on a 
Previous Commission Order. 

 
 When viewed in the context of how deeply SPP's LTCR design is rooted in SPP's 

transmission upgrade cost allocation methodology, BETM's criticisms of SPP's crediting 

process16 for transmission system upgrades amount to a collateral attack17 on all or some 

                                                 
16  BETM appears to focus on the fact that SPP's LTCR, TCR, and prevailing transmission 

upgrade allocation procedures do not exactly match those of other transmission 
organizations—despite the fact that Order 681 contains no requirement for such a match.  
Indeed, BETM’s argument is predicated on how all other RTOs/ISOs have implemented 
incremental long-term rights.  Unlike the others, the SPP design is based on requiring 
long-term transmission system reservations in order to be able to obtain LTCRs and 
ARRs, and the Commission has previously approved SPP's existing ARR allocation/TCR 
auction procedures based on this same transmission system reservation requirement.   
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portion of previous Commission orders in which the Commission has approved SPP’s 

crediting design for upgrades.18  The Commission should reject any attempt by the 

Protesters to collaterally attack the Commission’s prior precedent accepting these 

provisions of Attachment Z2 of the Tariff and other aspects of SPP's methodology. Such 

attacks are barred by long-standing Commission precedent and rules.19 

III. CONCLUSION 

 For the reasons set forth above (and as provided in the July 31 Filing), SPP 

requests that the Commission:  

 1)  Reject the Protests submitted in this proceeding;  

 2)  Find that SPP’s proposed LTCR design is just and reasonable; and 

 3) Grant SPP all other relief the Commission finds is appropriate in this 

matter. 

  

 

                                                                                                                                                 
17  See, e.g., New Eng. Conf. of Pub. Utils. Comm'rs v. Bangor Hydro-Electric Co., 135 

FERC ¶ 61,140, P 27 (2011) (“A collateral attack is "[a]n attack on a judgment in a 
proceeding other than a direct appeal" and is generally prohibited. Disfavor for collateral 
attacks is embodied in the doctrine of collateral estoppel: once a court or adjudicative 
body has decided an issue of fact or law necessary to its judgment, that decision may 
preclude relitigation of the issue in a suit on a different cause of action involving a party 
to the first case.”). 

 
18  See, e.g., the Commission's orders in Docket No. ER13-1914-000 (Sw. Power Pool, Inc., 

145 FERC ¶ 61,198 (2013); Sw. Power Pool, Inc. Letter Order, Docket No. ER13-1914-
002 (Feb. 12, 2014)); see also Sw. Power Pool, Inc. 123 FERC ¶ 61,208 (2008); Sw. 
Power Pool, Inc. 111 FERC ¶ 61,118 at P 72. (2005). 

 
19  See, e.g., New Eng. Conf. of Pub. Utils. Comm'rs v. Bangor Hydro-Electric Co., 135 

FERC ¶ 61,140, P 27 (2011) (“A collateral attack is "[a]n attack on a judgment in a 
proceeding other than a direct appeal" and is generally prohibited. Disfavor for collateral 
attacks is embodied in the doctrine of collateral estoppel: once a court or adjudicative 
body has decided an issue of fact or law necessary to its judgment, that decision may 
preclude relitigation of the issue in a suit on a different cause of action involving a party 
to the first case.”). 
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       Respectfully submitted, 

/s/ Joseph W. Ghormley 
Joseph W. Ghormley 

  Southwest Power Pool, Inc. 
201 Worthen Drive 

  Little Rock, AR 72223 
  Telephone (501) 614-3368 
  Facsimile (501) 482-2022  

 
Attorney for 
Southwest Power Pool, Inc. 

 
September 8, 2014  
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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 Little Rock, Arkansas, this 8th day of September, 2014. 
 
       /s/ Joseph W. Ghormley 
       Joseph W. Ghormley 
        
        

 


