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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

Southwest Power Pool, Inc.   )  Docket No. ER05-652-000  
 
 

ANSWER OF SOUTHWEST POWER POOL, INC. 
TO COMMENTS, PROTESTS AND REQUESTS FOR REJECTION, 

MODIFICATION AND CLARIFICATION 
 

 Pursuant to Rules 212 and 213 of the Federal Energy Regulatory Commission’s 

(“FERC” or “Commission”) Rules of Practice and Procedure (18 C.F.R. §§ 385.212, 

385.213), Southwest Power Pool, Inc. (“SPP”) hereby files this Answer to the protests 

and requests for rejection, modification or clarification filed in this proceeding.1 

 In its filing in this case (“February 28 Filing”), SPP proposed modifications to its 

Open Access Transmission Tariff (“Tariff”) to implement a regional transmission cost 

allocation proposal with regard to new transmission upgrades (“Cost Allocation Plan”).  

This Cost Allocation Plan was developed by the SPP Regional State Committee (“RSC”), 

which is comprised of one commissioner from each participating state regulatory 

commission in SPP’s service area.  SPP’s independent Board of Directors (“Board”) also 

voted to adopt the RSC’s proposal. 

 The majority of parties intervening supported the filing and requested only 

modifications or clarifications to move the Cost Allocation Plan further from the status 

                                                 
1  Consideration of this Answer is appropriate because several of the intervening 

parties seek affirmative relief in the form of rejection, modification or 
clarification, and because this Answer will help the Commission in its decision 
making.  See Duke Energy Moss Landing LLC v. Cal. Indep. Sys. Operator 
Corp., 109 FERC ¶ 61,170, at 61,838 (2004); Southwest Power Pool, Inc., 109 
FERC ¶ 61,015, at 61,073 (2004); Midwest Indep. Transmission Sys. Operator, 
Inc., 108 FERC ¶ 61,235, at 62,261 (2004).  
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quo.2  Only KCPL requested that the Commission reject SPP’s proposal, and in the 

alternative, KCPL requested only two modifications: (i) an increase in the minimum 

commitment period; and (ii) removal of the waiver provision.3  The Cost Allocation Plan 

was the result of an open stakeholder process, producing a compromise that achieved a 

delicate balance of interests.  This compromise was supported by the RSC, the SPP 

Board, and most of the interveners.  And as a result, any modifications to the plan may 

disrupt the agreement.  As shown below, the Commission should reject these protests and 

accept the Cost Allocation Plan.  Commission acceptance of the filed Cost Allocation 

Plan is particularly warranted given the Commission’s previous statements that it would 

grant deference towards cost allocation proposals developed by a RSC, as here.4  

SPP would note that most parties seek to disrupt the choices made by the RSC 

and the SPP Board and to modify the proposal based upon their individual preferences.  

In evaluating these protests, the Commission should keep in mind the applicable legal 

standard.  SPP is only required to show that its filing is reasonable.  It is not required to 

                                                 
2  Comments, protests and requests for rejection, modification or clarification were 

filed in this proceeding by American Electric Power Service Corporation 
(“AEP”), City Utilities of Springfield (“Springfield”), East Texas Cooperatives 
(comprised of East Texas Electric Cooperative, Inc., Northeast Texas Electric 
Cooperative, Inc., and Tex-La Electric Cooperative of Texas, Inc.), Electric 
Power Supply Association, Golden Spread Electric Cooperative, Inc. and 
Lyntegar Electric Cooperative, Inc. (“Golden Spread/Lyntegar”), Kansas City 
Power & Light Company (“KCPL”), Kansas Municipal Utilities (“KMU”), 
Lafayette Utilities System (“Lafayette”), Midwest Energy, Inc. (“Midwest 
Energy”), Midwest Stand-Alone Transmission Companies (“MSATs”), Redbud 
Energy LP, Southwest Industrial Customer Coalition (“SWICC”) and TDU 
Intervenors (comprised of the Lafayette Utilities System, the Missouri Joint 
Municipal Electric Utility Commission, and the Oklahoma Municipal Power 
Authority). 

3  See KCPL Protest at 6. 
4  See February 28 Filing at 4 (citing New England Power Pool, 109 FERC ¶ 

61,252, at 62,197 (2004)). 
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show that all other proposals are not reasonable or less reasonable.5  As demonstrated 

below and in the original filing, SPP’s proposal here is reasonable.  As to specific terms, 

there may be some proposed modifications that also could have been shown to be 

reasonable.  But, that is not the legal standard.  Under the applicable standard, the sole 

question is whether what SPP has filed is reasonable.  It is. 

I. ANSWER 

A. The Criteria for Base Plan Upgrades Are Proper 
  

1. The 125% Maximum Reserve Margin Is Reasonable and Will 
Be Appropriately Applied 

 
Several of the intervening parties submitted protests or comments objecting to the 

maximum reserve margin, with the added Designated Network Resource (“DNR”), of 

125% of peak load.6  They claim that the 125% reserve margin is too low.7   

 In response, SPP submits that the 125% maximum reserve margin is reasonable 

and does not need to be increased.  First, the 125% limit already provides a substantial 

margin above SPP’s typical 12% reserve margin.  As stated by Mr. Rossi in his 

testimony, the 25% margin is higher than normal long-term reserve requirements,8 thus 

providing SPP’s Transmission Customers additional flexibility.  Second, SPP is not 

                                                 
5  See Cities of Bethany v. FERC, 727 F.2d 1131, 1136 (D.C. Cir. 1984), cert. 

denied, 469 U.S. 917 (1984) (a utility is not required to demonstrate that a 
proposed methodology is more reasonable than an alternative methodology; it 
need only show that the proposed methodology is just and reasonable); Cal. 
Indep. Sys. Operator Corp., 98 FERC ¶ 61,102 (2002) (stating that a 
determination that a cost allocation methodology was just and reasonable did not 
necessarily mean that it was the only acceptable methodology for recovering such 
costs). 

6  See Midwest Energy Comments at 3; Golden Spread/Lyntegar Protest at 5; 
Springfield Comments at 4-6; TDU Intervenors Comments at 11-12. 

7  See supra note 6. 
8  See February 28 Filing, Testimony of Mark Rossi at 11. 
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prohibiting a Transmission Customer from having resources in excess of 125% of peak 

load.  SPP is only requiring that a Transmission Customer satisfy this criteria (as well as 

others) in order to have the costs treated as Base Plan Upgrades, with a portion of such 

costs allocated regionally and the remainder allocated to zones deemed to benefit from 

the project.  This provision thus serves as an important protection to all SPP customers 

from having them bear another party’s excessive costs.  That is, if a party believes that it 

needs DNRs which exceed this margin (which already is above typical reserve margins), 

then that party should not be able to compel the rest of SPP to pay for any transmission 

necessary to move those additional resources to its load.  In addition, SPP notes that a 

waiver process was included in specific recognition of the potential impact of the 125% 

limit.  Thus, a customer that believes that the 125% limit is too low does have the right 

under the Cost Allocation Plan to seek a waiver.  Therefore, when considered as whole, 

the Commission should find that the 125% limit is reasonable. 

 Lafayette requests that SPP confirm that the existing resources of a customer that 

would figure into the application of the 125% limitation are only the resources that (i) 

have been designated as Network Resources by or for the requesting customer, and (ii) 

would continue to be so designated in the first year in which the customer plans to use the 

new Designated Resource that is the subject of its request.9  SPP confirms that this was 

the intended application of the 125% limitation, and that SPP would accommodate 

partially-owned resources as well, i.e., apply only their portion of the joint-owned 

resource against the 125% limit. 

                                                 
9  See Lafayette Comments at 8-9. 



 6

2. The $180,000/MW Safe Harbor Threshold Is More Than 
Adequate, and Will Promote Beneficial Location of Generation 

 
East Texas Cooperatives, Lafayette, Springfield and TDU Intervenors criticize the 

$180,000/MW Safe Harbor Cost Limit provision as being too low and not representative 

of the cost of new construction and right-of-way acquisition.10   

Contrary to the comments and protests of the intervening parties, the 

$180,000/MW limit should be more than adequate as an initial limit for the SPP Tariff.  

As noted by Mark Rossi in his testimony, the $180,000/MW figure is higher than the 

average SPP costs, which equal about $150,000/MW for the majority of SPP utilities.11  

In any event, if at a later time SPP and its members determine after experience that this 

figure is too low, SPP may propose a revision to its Tariff.  However, as shown by Mr. 

Rossi’s analysis, there is a reasoned basis for the figure proposed in the filing.  SPP also 

would note that the limit in the filing should send a price signal to generators to locate 

closer to loads, thereby reducing the dollar per MW cost of the transmission.12  Increasing 

the limit, as has been suggested in protests, weakens this incentive.   

  Any potential harm to the protestors is mitigated by the fact that customers are 

eligible for Attachment Z credits for any costs paid above the $180,000/MW limit.  Also, 

parties are allowed to seek waiver of the $180,000/MW limit.  SPP therefore submits that 

the $180,000/MW Safe Harbor Cost Limit is reasonable, particularly given other 

provisions which provide customers with the ability to mitigate any harm to them from 

the application of such a limit. 

                                                 
10  See East Texas Cooperatives Protest at 12-14; Lafayette Comments at 9-10; 

Springfield Comments at 6; TDU Intervenors Comments at 5-8. 
11  See February 28 Filing, Testimony of Mark Rossi at 11-12. 
12  See id. 
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3. The Five-Year Customer Commitment Is an Appropriate 
Compromise 

 
East Texas Cooperatives, Golden Spread/Lyntegar and KCPL challenge the 

proposed requirement of a five-year customer commitment for classifying a Network 

Upgrade as a Base Plan Upgrade, though some want a shorter time and some want a 

longer time period.13  East Texas Cooperatives, for example, request a three-year 

commitment.14   KCPL urges the Commission to establish a higher threshold, such as ten 

years.15   

In response, SPP reiterates that the five-year commitment provision was a 

compromise that was reached after substantial deliberation.  As discussed by Mark Rossi 

in his testimony, the RSC weighed the arguments for a longer and shorter term 

requirement, and in the end agreed that a five-year term would strike a balance as an 

appropriate duration.16  While various parties contend that either a shorter or longer 

period is more reasonable, SPP submits that five years is a reasonable period as well 

(particularly given the arguments on both sides which suggest that five years represents a 

reasonable compromise).  Because transmission projects involve multiple years of 

construction, the five-year commitment period assures a substantial commitment to the 

project and a clear need for the project before costs are allocated as Base Plan Upgrades, 

with a portion of the costs allocated regionally, and the balance of the costs allocated to 

those zones deemed to benefit from the project.  While some other period could also be 

                                                 
13  See East Texas Cooperatives Protest at 11-12; Golden Spread/Lyntegar Protest at 

4-6; KCPL Comments at 5. 
14  See East Texas Cooperatives Protest at 12. 
15  See id. 
16  See February 28 Filing, Rossi Testimony at 10-11. 
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justified, no party has demonstrated that the five-year period proposed here is not 

reasonable.  Finally, SPP points out again that there is a safety valve for parties who 

believe that they are unfairly harmed by this limit.  Those parties would have the express 

right to seek a waiver of this limit.  Given this safety valve, which allows case-by-case 

consideration, as well as the justification provided for the five-year period in the filing, 

the Commission should approve the five-year commitment term as an appropriate 

compromise. 

B. Economic Upgrades Will Be Open to All Parties, and Ownership 
Issues Are Outside the Scope of This Proceeding 

 
TDU Intervenors urge the Commission to ensure that participation in Economic 

Upgrades is open to all who wish to participate.17  SPP confirms that all entities are 

eligible to become project sponsors of Economic Upgrades, and that there will be 

advance notices stating when SPP will have an open stakeholder process.   

 TDU Intervenors also contend that SPP should be required to propose provisions 

opening to all the opportunity to own transmission facilities such as (but not limited to) 

Economic Upgrades.18  SPP submits that this issue is outside the scope of this 

proceeding.  The February 28 Filing addresses cost allocation and rate design, not 

ownership.   

C. It Is Appropriate To Make a Distinction between Base Plan Upgrades 
and Economic Upgrades as Part of This Overall Proposal 

 
The MSATs expressed their concern that there is no operational basis to make a 

distinction between Base Plan Upgrades and Economic Upgrades, that such a distinction

                                                 
17  See TDU Intervenors Comments at 18. 
18  See id. at 19. 
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does not accurately match project costs and benefits, and that it may have a chilling effect 

on cost-effective transmission investment.19  In response, SPP first notes that the MSATs 

own transmission facilities that are under the functional control of the Midwest ISO.  

They do not own facilities in SPP or serve loads in SPP’s service area, thus rendering 

their participation in this proceeding questionable.  At a minimum, the Commission can 

find that their interest is so attenuated here that it does not need to accord their concerns 

much weight. 

Moreover, there can be little doubt that including this distinction in this filing is 

reasonable.  For example, the Commission previously accepted PJM Interconnection, 

L.L.C. Operating Agreement sheets which make the same distinction between Base Plan 

Upgrades and Economic Upgrades.20 

   There also is a reasonable factual basis for the distinction.  Essentially, this is a 

distinction between facilities that are included in the SPP Transmission Expansion Plan 

(the Base Plan facilities) and those upgrades that are not required to reliably serve SPP’s 

obligations for Long-Term firm transmission service (the Economic Upgrades).  Because 

non-Expansion Plan facilities are optional facilities, it is appropriate to let the market 

determine whether there are enough project sponsors to build such Economic Upgrades.  

That is precisely what the Cost Allocation Plan does.  Moreover, the Cost Allocation Plan 

does provide financial support to Economic Projects after the project obtains sponsors in 

that some credits under Attachment Z may be available to the sponsors.  In any event, it 

is perfectly reasonable to treat the optional Economic Upgrades differently and to let the 

                                                 
19  See MSATs Limited Comments at 3-5. 
20  See PJM Operating Agreement at Schedule 6. 
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market determine whether those facilities need to be constructed.  The Commission 

should therefore dismiss the MSATs’ comments. 

D. The Proposed Allocation of Base Plan Reliability Projects Is 
Appropriate 

 
 AEP questions the proposed allocation of Base Plan reliability projects on a 33 

percent to the region-wide rate and 67 percent to zonal rates basis, stating that it could 

cause uncertainty to the extent that the proposed allocation may not be viewed as 

consistent with the principles of cost causation and alignment of costs with the benefits.21  

KCPL argues that SPP has not adequately demonstrated the necessary link between 

benefits derived and costs incurred as a result of Network Upgrades associated with new 

or changed Designated Resources.22   

The Commission should reject these concerns.  In the February 28 Filing, SPP 

explained in detail how analyses were performed to evaluate the regional and zonal (or 

local) use of the transmission system, and that is was determined to use SPP’s 

longstanding MW-mile allocation method.23  As further discussed in the February 28 

Filing, the MW-mile allocation summation for all zones showed that the total SPP system 

usage was 66% or approximately 2/3 zonal to serve native load, leaving 1/3 of 

transmission system usage a product of regional use.24  Therefore, SPP’s proposed 

allocation of Base Plan reliability projects is consistent with the principles of cost 

                                                 
21  See AEP Comments at 3. 
22  See KCPL Comments at 4. 
23  See February 28 Filing, Testimony of Bruce Rew at 6-8. 
24  See id. 
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causation, and should be approved by the Commission.  It provides a reasoned basis for 

accepting the proposed split.25 

 East Texas Cooperatives contend that the ultimate goal of SPP’s cost allocation 

plan should be the establishment of a single SPP-wide postage stamp rate.26  SPP simply 

responds that this is outside the scope of this filing.  The proposed Cost Allocation Plan 

addresses new facilities, not existing ones.  Should East Texas Cooperatives wish to 

pursue this issue, it should file a complaint pursuant to Section 206 of the Federal Power 

Act.27 

E. Issues Concerning Attachment Z Are Outside the Scope of This 
Proceeding 

 
 Several of the parties criticized the continued presence of Attachment Z in the 

Cost Allocation Plan.28  East Texas Cooperatives, Golden Spread/Lyntegar and TDU 

Intervenors argue that the provisions of Attachment Z must be improved in order to 

                                                 
25  SPP submits that there is no need to set this matter for hearing, since no 

intervening party has requested that the Commission do so and there are no 
material issues of fact in dispute that cannot be resolved on the basis of the 
written record in this proceeding.  See Gulf South Pipeline Company, LP, 110 
FERC ¶ 61,338, at P 12 (2005) (“An evidentiary, trial-type hearing is necessary 
only where there are material issues of fact in dispute that cannot be resolved on 
the basis of the written record”). 

26  See East Texas Cooperatives Protest at 9-10. 
27  See, e.g., Entergy Servs., Inc., 104 FERC ¶ 61,084, at 61,303 (2003) (determining 

that a protest was, in effect, a complaint that should be filed separately not as part 
of protest); Transcontinental Gas Pipe Line Corp., 79 FERC ¶ 61,362, at 62,528 
(1997) (same). 

28  Attachment Z, which provides for an Aggregate Transmission Service Study 
process, was accepted for filing by the Commission on January 21, 2005.  See 
Southwest Power Pool, Inc., 110 FERC ¶ 61,028 (2005).  The Commission 
suspended the cost allocation and cost recovery provisions of Attachment Z to 
become effective the earlier of December 1, 2005 or a further order of the 
Commission, subject to refund.  See id. 
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prevent improper “and” pricing.29  East Texas Cooperatives and Golden Spread/Lyntegar 

further contend that Attachment Z’s cost allocation provisions violate well-established 

Commission transmission cost allocation polices and contain other elements that could 

discourage transmission investment.30  East Texas Cooperatives also state that the proposed 

crediting mechanism for Economic Upgrades, DNRs in excess of the Safe Harbor Cost 

Limit, and Requested Upgrades is unnecessarily restrictive, and that all cost allocation 

provisions should be moved to Attachment J.31 

 In response, SPP notes that many of the issues concerning “and” pricing, undue 

discrimination and compliance with Commission transmission cost allocation policies 

have already been addressed in the Attachment Z proceeding in Docket No. ER05-109-

000.  SPP submits that it would be more appropriate to address these issues in the 

Attachment Z proceeding, and that such issues are outside the scope of this proceeding as 

SPP’s changes to Attachment Z in this filing did not address those issues one way or the 

other.  Therefore, the Commission should dismiss these issues.32 

 Lafayette suggests that the Commission defer issuing an order on the Cost 

Allocation Plan until the involved SPP stakeholder committees complete their 

                                                 
29  See East Texas Cooperatives Protest at 16-19; Golden Spread/Lyntegar Protest at 

6-9; TDU Intervenors Comments at 12-17. 
30  See East Texas Cooperatives Protest at 19-23; Golden Spread/Lyntegar Protest at 

6-9. 
31  See East Texas Cooperatives Protest at 23-24. 
32  See, e.g., Northeast Utils. Serv. Co., 110 FERC ¶ 61,327, at P 20 (2005) 

(determining that issues that were more appropriately addressed in another 
proceeding were outside the scope of the current proceeding); E. Tex. Elec. 
Coop., Inc. v. CSW Servs., Inc., 108 FERC ¶ 61,079, at 61,398, n.9 (2004) 
(same). 
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consideration of further changes to Attachment Z.33  In the alternative, Lafayette requests 

that any acceptance of the cost allocation plan be made subject to the outcome of further 

discussions and a filing or report by SPP addressing the proposed additional revisions to 

Attachment Z.34 

 In response, SPP stresses the importance of the Commission to act in the 

Attachment Z proceeding so that the Cost Allocation Plan can be complete.  Without 

Attachment Z, some aspects of the Cost Allocation Plan will be difficult to implement, 

such as the $180,000/MW Safe Harbor Cost Limit provision.  SPP therefore urges the 

Commission to disregard Lafayette’s requests and to take action in the Attachment Z 

proceeding. 

F. Waiver Process Will Be Conducted In a Non-Discriminatory Fashion, 
and Disagreements Can Be Resolved Through Dispute Resolution 
Process 

 
 SWICC argues that the Cost Allocation Plan confers overly broad discretion on 

SPP’s Board regarding fuel diversity and, consequently, is unjust and unreasonable.  

KCPL similarly contends that SPP’s proposed authority to waive the Base Plan Upgrade 

criteria introduces unnecessary uncertainty.35  In response to SWICC, SPP notes that 

there was much discussion during the development process concerning the ability of one 

jurisdiction’s imposition on another jurisdiction of specific diversity measures.  Whereas 

the Cost Allocation Plan could have been silent on the subject of fuel diversity, the RSC 

and SPP Board determined it better to allow reasonability to prevail, and for those entities 

who believe that there may have been an abuse of power, to proceed through a dispute 

                                                 
33  See Lafayette Comments at 12. 
34  See id.  
35  See KCPL Comments at 5-6. 
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resolution procedure and all other filing rights afforded any party.  In addition, in 

response to both SWICC and KCPL, SPP notes that it is required to act in a non-

discriminatory fashion, and will be filing any waivers granted with the Commission.  

Therefore, the Commission should dismiss SWICC’s and KCPL’s arguments. 

 Kansas Municipal requests clarification that the waiver process would not be 

viewed as a rigid tool by which to exclude requests, but rather as test of reasonableness 

and a means by which a request may be included as a Base Plan Upgrade, 

notwithstanding the articulated “eligibility” criteria.36  SPP generally agrees with this 

assertion, but again notes that it is required to act in a non-discriminatory fashion. 

 G. Miscellaneous Issues 

 East Texas Cooperatives request that SPP be required to clarify that if the cost 

allocation plan is approved, not every cost allocation will be subject to Commission 

approval.37  In response, SPP states that it will need to file the cost allocation as part of its 

schedules. 

 East Texas Cooperatives also request that SPP clarify that the cost allocation 

proposal does not contemplate intra-zonal cost allocations.38 SPP submits that no 

clarification is needed, as the schedules show only allocations to zones.39 

 East Texas Cooperatives further argue that Attachment J’s “unintended 

consequences” provision injects too much uncertainty into Base Plan cost allocation, and 

request that SPP be required to remove this provision, or, in the alternative, to define 

                                                 
36  See Kansas Municipal Comments at 6. 
37  See East Texas Cooperatives Protest at 24. 
38  See id. at 25. 
39  See February 28 Filing at 11-2, Schedule 11. 
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unintended consequences and propose a procedural process to address such unintended 

consequences.40  In response, SPP states that it has merely incorporated a reporting 

requirement through the unintended consequences provision.41  SPP further reiterates that 

this provision will not result in any automatic changes in rates or cost allocation, and that 

should any changes from the filed Tariff become necessary, SPP would be required to 

submit a filing with the Commission.42  Moreover, this provision was included into the 

Cost Allocation Plan at the behest of the state regulatory commissions, thus lending 

support to its reasonableness.  The Commission should therefore dismiss East Texas 

Cooperatives’ requests on this issue.  

 SWICC requests that the Commission affirm that the recovery of transmission 

upgrade costs is a matter for state regulators.43  SPP replies that it would expect that 

Transmission Owners will be required to make filings at state commissions in order to 

recover costs associated from new facilities from retail customers, but any such filings 

will be governed by state law, so this issue is not one for this Commission. 

                                                 
40  See id. at 14-15. 
41  See February 28 Filing at 15, n.11. 
42  See id. 
43  See SWICC Limited Protest at 10-11. 
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II. CONCLUSION 

 As shown herein, the proposed Cost Allocation Plan is in the public interest, as it 

will facilitate the construction of much-needed transmission facilities.  Therefore, the 

Commission should disregard the discussed comments, protests and requests for 

rejection, modification or clarification filed in this proceeding, and accept SPP’s 

February 28 Filing. 
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