
 

 

October 22, 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. ER15-2265-____ 

  Compliance Filing Regarding Trading Hubs and Resource Hubs 

 

Dear Secretary Bose: 

 

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

September 22, 2015 order in this proceeding,
1
 Southwest Power Pool, Inc. (“SPP”) 

submits revisions to its Open Access Transmission Tariff
2
 and an explanation to clarify 

certain of the procedures for the establishment, modification, and termination of Trading 

Hubs and Resource Hubs in SPP’s Integrated Marketplace.  SPP requests an effective 

date of September 23, 2015 for the revisions proposed in this filing. 

 

I. BACKGROUND 

On July 24, 2015, SPP filed revisions to its Tariff
3
 to set forth one set of 

procedures for establishing, modifying, and terminating Trading Hubs and another for 

Resource Hubs.  Specifically, SPP proposed revisions to Section 3.1.1 of Attachment AE 

of the Tariff, which previously governed the establishment, modification, and termination 

of “Market Hubs,” to reclassify such hubs as Trading Hubs and to make other 

modifications to the procedures.  SPP also added a new Section 3.1.6 in Attachment AE 

to adopt provisions for the creation and termination of Resource Hubs.  As SPP 

explained, Trading Hubs are “‘Settlement Location[s] consisting of an aggregation of 

Price Nodes developed for financial and trading purposes.’”
4
  SPP further elaborated that 

                                                 
1
 Sw. Power Pool, Inc., 152 FERC ¶ 61,225 (2015) (“September 22 Order”). 

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

No. 1 (“Tariff”).   

3
 Submission of Tariff Revisions to Modify Procedures for Establishing Trading 

Hubs and Resource Hubs of Southwest Power Pool, Inc., Docket No. 

ER15-2265-000 (July 24, 2015) (“July 24 Filing”). 

4
  July 24 Filing, Transmittal Letter at 4 (citing Proposed Tariff at Attachment AE 

§ 1.1 Definitions – T). 
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Trading Hubs are “aggregation[s] of points used to facilitate trading and liquidity in the 

market.  As such, the establishment, modification, and termination of Trading Hubs 

require a rigorous level of scrutiny.”
5
  In contrast, SPP explained that Resource Hubs 

“serve[] as an administrative convenience for Market Participants, and simply allow[] 

commonly owned or controlled assets to be aggregated for purposes of facilitating sales 

and purchases, which are typically backed by transmission service.
6
  Thus, Resource 

Hubs do not require the same level of rigor in their creation, modification, or termination, 

and, consistent with other markets, separate provisions governing Resource Hubs and 

Trading Hubs are appropriate.
7
 

 

On August 14, 2015, the City of Independence, Missouri, the Kansas Power Pool, 

and the Missouri Joint Municipal Electric Utility Commission (collectively, the “TDU 

Intervenors”) submitted a limited protest of the July 24 Filing.
8
  The TDU Intervenors, 

among other things, asserted that Resource Hubs should not be subject to termination 

with respect to Long-Term Transmission Congestion Rights (“LTCR”) and Incremental 

LTCRs (“ILTCR”) without the consent of affected parties, and asked the Commission to 

“require that the preservation of LTCRs and ILTCRs be reflected in revised tariff 

language to be submitted in a compliance filing.”
9
  In its answer,

10
 SPP explained that it 

would honor any LTCR or ILTCR that is based on a Resource Hub for the full term of 

the LTCR or ILTCR and that, for purposes of LTCRs or ILTCRs utilizing a Settlement 

Location that is associated with a Resource Hub, that Settlement Location will not be 

terminated in the Commercial Model and Network Model for the duration of the LTCR 

or ILTCR.  The Commission accepted SPP’s clarification and ordered SPP to make that 

clarification explicit in the Tariff.
11

 

 

The TDU Intervenors also asserted that proposed Section 3.1.6 of Attachment AE 

would impermissibly allow the seller of power under a bilateral transaction unilaterally to 

terminate a Resource Hub that is used in the parties’ Bilateral Settlement Schedules 

(“BSS”) to effectuate the transaction within the Integrated Marketplace, and that such 

                                                 
5
  July 24 Filing, Transmittal Letter at 4. 

6
  Id. at 5. 

7
  Id. 

8
  Motion to Intervene and Limited Protest of TDU Intervenors, Docket No. 

ER15-2265-000 (Aug. 14, 2015) (“TDU Protest”). 

9
  TDU Protest at 6. 

10
  Answer of Southwest Power Pool, Inc., Docket No. ER15-2265-000 

(Aug. 31, 2015) (“SPP Answer”). 

11
  September 22 Order at P 28. 
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termination of a Resource Hub prior to the expiration of the bilateral contract should not 

be permitted unless both parties to the transaction agree.
12

  The Commission agreed with 

the TDU Intervenors and directed SPP, in response to TDU Intervenors’ concerns, to 

revise Section 3.1.6 “to specify that termination of a resource hub tied to a bilateral 

contract, and related [BSS], is prohibited unless agreed upon by both parties to the 

transaction.”
13

 

 

In addition, the Commission sought clarification regarding the proposed 

requirement in Section 3.1.1 of Attachment AE that ‘“[a]n existing Trading Hub may be 

modified or terminated only in the event that the [Locational Marginal Price (“LMP”)] at 

the Hub can no longer be calculated.”’  Specifically, the Commission expressed concern 

that, “[b]ecause any proposed modification or termination of a trading hub is already 

subject to review by the Markets and Operations Policy Committee and SPP Board,” the 

proposed language “may be overly restrictive” and “will render trading hubs 

inflexible.”
14

  The Commission directed SPP to clarify “why it is necessary to restrict 

modification or termination of a trading hub to situations when SPP can no longer 

calculate the LMP, as well as what conditions SPP anticipates would lead to an inability 

to calculate an LMP at a trading hub.”
15

 

 

The Commission otherwise accepted SPP’s proposed Tariff language to establish 

different procedures for Resource Hubs and Trading Hubs. 

 

II. COMPLIANCE FILING 

As discussed below, this filing includes revisions to SPP’s Tariff regarding the 

procedures for the termination of Resource Hubs and the Trading Hub explanation 

requested by the Commission. 

A. LTCRs and ILTCRs 

Consistent with the Commission’s directive “to make explicit in the Tariff that 

any long-term TCR or incremental long-term TCR based on a settlement location 

associated with a resource hub will be honored by SPP for the full term of those 

TCRs[,]”
16

 SPP proposes to revise Section 3.1.6 of Attachment AE to provide that SPP 

“shall honor any LTCR or ILTCR that is based on a Resource Hub for the full term of the 

                                                 
12

  TDU Protest at 6-7. 

13
  September 22 Order at P 30. 

14
  Id. at P 27. 

15
  Id.  

16
  Id. at P 28. 
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LTCR or ILTCR.”  To effectuate this provision, SPP will not terminate a Settlement 

Location that is a Resource Hub that is utilized by an LTCR or ILTCR in the Commercial 

Model and Network Model for the duration of the LTCR or ILTCR.  The Commission 

found this proposal acceptable in the September 22 Order
17

 and should do so again here. 

 

B. Resource Hubs Tied to Bilateral Contracts 

 

In the September 22 Order, the Commission explained that the TDU Intervenors 

asserted that proposed Section 3.1.6 “would improperly permit the seller in a bilateral 

transaction to unilaterally terminate a resource hub used in the parties’ bilateral 

settlement schedules” and that the TDU Intervenors noted “the need to ensure that buyers 

in such transactions would not have to risk sellers’ refusals to agree upon the terms of the 

related bilateral settlement schedules or termination of such schedules.”
18

  The 

Commission agreed with the TDU Intervenors that “proposed section 3.1.6 of 

Attachment AE should provide a safeguard to preserve market participants’ rights under 

bilateral contracts”
19

 and thus directed SPP to revise the provision.  In response to this 

directive, SPP proposes to revise Section 3.1.6 of Attachment AE to provide that SPP 

“shall not terminate a Resource Hub that is tied to a bilateral contract and related 

Bilateral Settlement Schedule, where the Resource Hub was created by the seller 

associated with the Bilateral Settlement Schedule, unless both parties to the Bilateral 

Settlement Schedule agree to the termination of the Resource Hub.”  This provision 

addresses the TDU Intervenors’ concerns regarding a seller’s unilateral ability to 

terminate a Resource Hub, consistent with the Commission’s directive, and should be 

accepted. 

 

C. Termination or Modification of Trading Hubs 

 

In the September 22 Order, the Commission expressed concern that the proposed 

revision to Section 3.1.1 of Attachment AE that requires Trading Hubs to be modified or 

terminated only in the event that the LMP at the Trading Hub can no longer be calculated 

may “render trading hubs inflexible,” and directed SPP to clarify “why it is necessary to 

restrict modification or termination of a trading hub to situations when SPP can no longer 

calculate the LMP, as well as what conditions SPP anticipates would lead to an inability 

to calculate an LMP at a trading hub.”
20

   

 

                                                 
17

  September 22 Order at P 28. 

18
  Id. at P 17. 

19
  Id. at P 30. 

20
  Id. at P 27. 
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In response to the Commission’s directive to explain why it is necessary to limit 

the modification or termination of a Trading Hub, changes to Trading Hubs should be 

relatively inflexible to ensure price certainty for purposes of financial trading associated 

with Trading Hubs.  As SPP explained in the July 24 Filing, Trading Hubs are used to 

facilitate liquidity in the market, and as such their modification or termination requires a 

rigorous level of scrutiny.
21

  Additionally, restricting modification or termination of 

Trading Hubs to situations when SPP can no longer calculate the LMP prevents the 

Markets and Operations Policy Committee and SPP Board from unilaterally modifying or 

terminating a Trading Hub which could result in the disruption of market or transmission 

transactions, or transactions occurring on other markets and exchanges outside of SPP’s 

control (e.g., transactions involving contracts pegged to the SPP North or SPP South 

Trading Hubs that are traded on the Intercontinental Exchange). 

 

Regarding the Commission’s request to clarify why SPP may become unable to 

calculate LMP at a Trading Hub, such inability could be triggered, for example, if an 

entire Settlement Area (SPP North and SPP South each consist of Price Nodes from 

several different Settlement Areas) were to exit from SPP, rendering it impossible to 

calculate prices at the Price Nodes associated with that Settlement Area.  In that 

circumstance, SPP would have to modify the definition of the Trading Hub. 

 

III. ADDITIONAL INFORMATION 

 A. Documents Submitted with This Filing 

 In addition to this transmittal letter, SPP includes in this filing clean and redlined 

versions of the proposed revisions to the Tariff in electronic format. 

 

 B. Effective Date  

Consistent with the September 22 Order, SPP requests that the Commission 

accept the Tariff revisions proposed in this filing, and SPP’s explanation of the necessity 

to restrict modification or termination of a Trading Hub to situations when SPP can no 

longer calculate the LMP, effective September 23, 2015. 

 

 C. 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. ER15-2265-000.  A complete copy of this filing will be posted on the SPP 

web site, www.spp.org. 

 

                                                 
21

  July 24 Filing at 4. 
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IV. CONCLUSION 
 

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

accept as compliant with the September 22 Order the Tariff revisions proposed in this 

filing and SPP’s explanation of the need to restrict modification or termination of a 

Trading Hub to situations when SPP can no longer calculate the LMP. 

 

       Respectfully submitted, 

 

       /s/ Matthew J. Binette   

       Matthew J. Binette   

       Patrick L. Morand 

       WRIGHT & TALISMAN, P.C. 

       1200 G Street, N.W., Suite 600 

       Washington, D.C. 20005-3802 

       Telephone: (202) 393-1200 

       Fax: (202) 393-1240 

       binette@wrightlaw.com 

       morand@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 22nd day of October, 2015. 

 

       /s/ Patrick L. Morand   

       Patrick L. Morand 

 

       Attorney for 

       Southwest Power Pool, Inc. 

 

 



 

 

3.1.6 Resource Hub Establishment 

A Resource Hub is a Settlement Location representing an aggregation of 

Resource Price Nodes.  The Transmission Provider will not limit the number of Resource 

Hubs established at any one time.  The Resource Hub proposal may be composed of any 

combination of Resources with which the requesting Market Participant has affiliation.  

Proposals for the establishment or termination of Resource Hubs shall be submitted to 

The Transmission Provider by the Market Participants within the Settlement Location 

update duration set forth in the Market Protocols.  The Transmission Provider will review 

and approve Resource Hubs based on the criteria defined in this Resource Hubs process.   

The Transmission Provider shall post any approved establishment of a Resource Hub at 

least forty-five (45) days prior to the proposed effective date.  The Transmission Provider 

shall post any approved termination of a Resource Hub at least six (6) months prior to the 

proposed effective date of the termination which will coincide with the annual TCR 

auction period end.  The Transmission Provider: (a) shall honor any LTCR or ILTCR that 

is based on a Resource Hub for the full term of the LTCR or ILTCR; and (b) shall not 

terminate a Resource Hub that is tied to a bilateral contract and related Bilateral 

Settlement Schedule, where the Resource Hub was created by the seller associated with 

the Bilateral Settlement Schedule, unless both parties to the Bilateral Settlement Schedule 

agree to the termination of the Resource Hub. 
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