
 

April 29, 2015 

 

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. ER15-763-____ 

  Compliance Filing Regarding Allocation of Over-Collected Losses 

 

Dear Secretary Bose: 

 

 In compliance with the Federal Energy Regulatory Commission’s 

(“Commission”) March 31, 2015 order in this proceeding,
1
 Southwest Power Pool, Inc. 

(“SPP”) submits this explanation of the formulae in sections 8.6.16.2(a) and 8.6.16.2(b) 

of Attachment AE of SPP’s Open Access Transmission Tariff
2
 that SPP will use to 

calculate over-collected losses (“OCL”) in its Integrated Marketplace. 

 

I. BACKGROUND 

 On December 30, 2014, SPP filed revisions to its Tariff
3
 to implement a design 

change for the allocation of OCLs in SPP’s Integrated Marketplace.  SPP submitted the 

Tariff revisions to address an unintended consequence of SPP’s previous market design 

that disproportionately allocated OCL charges to market participants that transact 

primarily in the Real-Time Balancing Market with little or no activity in the Day-Ahead 

Market.
4
  In the December 30 Filing, SPP explained that the design change is necessary 

to allocate more reasonably OCL charges and credits based on actual Real-Time activity, 

including metered load, exports, Pseudo-Tie outs, and Bilateral Settlement Schedules.
5
  

SPP also noted that the change will mitigate the impact of allocating losses associated 

                                                 
1
 Sw. Power Pool, Inc., 150 FERC ¶ 61,242 (2015) (“March 31 Order”). 

2
  Southwest Power Pool Open Access Transmission Tariff, Sixth Revised Volume 

No. 1 (“Tariff”).   

3
 Submission of Tariff Revisions to Modify Allocation of Over-Collected Losses of 

Southwest Power Pool, Inc., Docket No. ER15-763-000 (Dec. 30, 2014) 

(“December 30 Filing”). 

4
  Id. at 1. 

5
  Id. 
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with hub and Interchange transactions (which are largely incremental to Day-Ahead 

market activity) to the SPP Loss Pool.
6
 

 

 Specifically, in the December 30 Filing, SPP proposed revisions to Attachment 

AE of its Tariff to combine Day-Ahead OCL values with the incremental, Real-Time 

OCL values to create a total, combined OCL value that will be distributed to the market 

based on Real-Time Energy injections and withdrawals and the transfer of Energy 

through Bilateral Settlement Schedules.
7
  The combined OCL value will be allocated at 

the Loss Pool level on a pro rata basis using the cost of losses from Real-Time actual 

metered injections and withdrawals, and Real-Time scheduled imports and exports.
8
  In 

addition, though virtual transactions will be used to determine the total, combined OCL 

Amount, they will no longer be used to divide the OCL at the Loss Pool level.
9
 

 

 In the March 31 Order, the Commission conditionally accepted SPP’s proposal, to 

be effective April 1, 2015, subject to a compliance filing.  The Commission found that 

“SPP’s proposal [addressed] an unintended consequence of its refund methodology, and 

is otherwise just and reasonable, not unduly discriminatory or preferential.”
10

  However, 

the Commission went on to “note that SPP’s formulae for determining the quantity of 

[OCL] in proposed section 8.6.16.2(a) and 8.6.16.2(b) appear to be in error.”
11

  In 

particular, the Commission found “that the formulae fail to net the generation and load at 

the settlement location.”
12

  As such, the Commission directed “SPP to correct these 

formulae or explain why it should not be required to do so.”
13

 

 

II. COMPLIANCE FILING 

 As discussed below, the formulae used for determining the quantity of OCL, as 

set forth in section 8.6.16.2(a) and 8.6.16.2(b), do, in fact, net the generation and load at 

                                                 
6
  Id. at 1, 4.  As SPP explained in the December 30 Filing, the SPP Loss Pool is a 

region-wide Loss Pool made up of hub and Interchange Settlement Locations for 

OCL purposes.  Id. at 4. 

7
  Id. at 5. 

8
  Id. 

9
  Id. 

10
  March 31 Order at P 25. 

11
  Id. at P 27. 

12
  Id. 

13
  Id. 
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each Settlement Location.  Consequently, SPP is proposing no changes to the formulae 

used to calculate OCLs. 

 As an initial matter, it is important to note that section 8.1 of Attachment AE of 

the SPP Tariff sets forth the sign conventions for formulas used in the SPP Integrated 

Marketplace.  Section 8.1 defines MW injections as negative quantities and MW 

withdrawals as positive quantities.  As described in more detail below, the sign 

convention results in the netting of generation and load in the Day-Ahead and Real-Time 

OCL Amount calculations. 

A. Determination of Real-Time OCL Amount  

 The formula in section 8.6.16.2(a) describes the Real-Time OCL Amount.  This 

amount represents the dollars collected in the Real-Time Balancing Market from the 

Marginal Loss Component (“MLC”) of the Locational Marginal Prices (“LMPs”) across 

the region that is in excess of the amount needed to pay Resources for MWs of Energy 

lost in transmission (i.e., the “over-collected” amount).  The Real-Time OCL Amount is 

derived by multiplying the quantity of incremental Energy, times price, at each 

Settlement Location across the region, and then adding the financial losses incurred by 

Resources and loads pseudo-tied out of the SPP Region.  The price for Energy used in 

this formula is the LMP at each Settlement Location minus the Marginal Congestion 

Component (“MCC”), which leaves the Marginal Energy Component (“MEC”) (which is 

consistent across the region) and the MLC.  The quantity of Energy used in this formula 

(i.e., the “incremental” volume) is the difference between actual, Real-Time Energy MW 

and Day-Ahead Market cleared Energy MW at each Settlement Location.  This 

incremental volume represents all injections and withdrawals at each Settlement Location 

and accounts for all generation, load, imports, exports, Day-Ahead Virtual Energy Offers 

(accounted for as load), and Day-Ahead Virtual Energy Bids (accounted for as 

generation).   

 

Under the formula set forth in section 8.6.16.2(a) and the sign convention 

described in section 8.1, the quantities of both injections and withdrawals, as measured at 

each Settlement Location, are multiplied by the Energy price defined above and summed 

to calculate the Real-Time OCL Amount in the region.  Thus, the offsetting negative and 

positive values under the formula (corresponding to injection quantities and withdrawal 

quantities, respectively) result in the netting of generation and load at each Settlement 

Location.
14

   

 

B. Determination of Day-Ahead OCL Amount 

 

The formula in section 8.6.16.2(b) describes the Day-Ahead Market OCL 

Amount.  This amount represents the dollars collected in the Day-Ahead Market from the 

                                                 
14

  Any imbalance of the Real-Time MCC across the region is distributed through the 

revenue neutrality uplift. 
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MLC of the LMPs across the region that is in excess of the amount needed to pay 

Resources for MWs of Energy lost in transmission.  The Day-Ahead Market OCL is 

derived by taking the quantity of cleared Day-Ahead Market Energy at each Settlement 

Location, multiplying by the Energy price, and summing those values.  Resources and 

loads pseudo-tied out of the SPP Region do not participate in the Day-Ahead Market and 

are therefore not part of the formula.  As with the Real-Time OCL calculation, the price 

for Energy used in the Day-Ahead OCL formula is the LMP at each Settlement Location 

minus the MCC, which leaves the MEC (which is consistent across the region) and the 

MLC.  The Day-Ahead Market cleared Energy represents all injections and withdrawals 

at each Settlement Location and accounts for all generation, load, import, export, Virtual 

Energy Offers (accounted for as generation), and Virtual Energy Bids (accounted for as 

load).   

 

Under the formula set forth in section 8.6.16.2(b) and the section 8.1 sign 

convention, the quantities of both injections and withdrawals, as measured at each 

Settlement Location, are multiplied by the Energy price defined above and summed to 

calculate the Day-Ahead OCL Amount in the region.  Thus, the offsetting negative and 

positive values under the formula (corresponding to injection quantities and withdrawal 

quantities, respectively) result in the netting of generation and load at each Settlement 

Location.
15

   

 

III. ADDITIONAL INFORMATION 

 A. Documents Submitted with This Filing 

 There are none. 

 

 B. Service 

 SPP has served a copy of this filing on all of its members and customers and all 

affected state commissions, as well as all parties listed on the official service list in 

Docket No. ER15-763-000.  A complete copy of this filing will be posted on the SPP web 

site, www.spp.org. 

 

 C. Effective Date 

 Consistent with the March 31 Order, SPP requests that the Commission accept 

SPP’s explanation of the formulae in sections of 8.6.16.2(a) and 8.6.16.2(b) of 

Attachment AE of the Tariff for determining the quantity of OCLs in its Integrated 

Marketplace effective April 1, 2015. 

                                                 
15

  The Day-Ahead Market MCC collected and paid across the region is used to fund 

the Transmission Congestion Rights distribution. 
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IV. CONCLUSION 
 

 For all of the foregoing reasons, SPP respectfully requests that the Commission 

accept as compliant with the March 31 Order SPP’s explanation of the formulae in 

sections of 8.6.16.2(a) and 8.6.16.2(b) of Attachment AE of the Tariff for determining the 

quantity of OCLs in SPP’s Integrated Marketplace. 

 

       Respectfully submitted, 

 

       /s/ Matthew J. Binette   

       Jeffrey G. DiSciullo   

       Matthew J. Binette   

       Brett K. White 

       WRIGHT & TALISMAN, P.C. 

       1200 G Street, N.W., Suite 600 

       Washington, D.C. 20005-3802 

       Telephone: (202) 393-1200 

       Fax: (202) 393-1240 

       disciullo@wrightlaw.com 

       binette@wrightlaw.com 

       white@wrightlaw.com 

 

       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 this proceeding. 

 Dated at Washington, D.C., this 29th day of April, 2015. 

 

       /s/ Brett K. White  

       Brett K. White 

 

       Attorney for 

       Southwest Power Pool, Inc. 

 

 


