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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

Southwest Power Pool, Inc.   )  Docket No. ER05-1118-000  
 

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

MODIFICATION AND CLARIFICATION 
 

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

or “Commission”) Rules of Practice and Procedure (18 C.F.R. §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 (“June 15 Filing”), SPP proposed modifications to its 

Open Access Transmission Tariff (“Tariff” or “OATT”) to implement a real-time energy 

imbalance service (“EIS”) market.  The June 15 Filing was submitted in compliance with 

the Commission’s orders approving SPP’s Regional Transmission Organization (“RTO”) 

application.2  The June 15 Filing was developed by the SPP stakeholder process and was 

approved by SPP’s independent Board of Directors (“Board”).  Although SPP recognized 

that its energy imbalance markets were still a work in progress and that subsequent Tariff 

changes may be submitted, SPP’s Board nevertheless concluded that the June 15 Filing 

                                                 
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 Southwest Power Pool, Inc., 112 FERC ¶ 61,100, at P 8 (2005); 
Southwest Power Pool, Inc., 111 FERC ¶ 61,118, at P 20 (2005) (“Cost 
Allocation Order”); Midwest Indep. Transmission Sys. Operator, Inc., 108 FERC 
¶ 61,235, at P 13 (2004). 

2  See Southwest Power Pool, Inc., 109 FERC ¶ 61,009 (2004) (“October 1 Order”); 
Southwest Power Pool, Inc., 106 FERC ¶ 61,110 (2004) (“February 10 Order”). 
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was appropriate and would facilitate implementation of the market by March 1, 2006.  

Indeed, the early submission of this filing allows parties to submit their issues to the 

Commission and the Commission to resolve issues well in advance of market start-up.  

Among other things, obtaining this guidance well in advance is important to allow SPP to 

develop, test and implement systems to carry out the Commission approved tariff. 

 Many of the intervening parties support the establishment of the energy imbalance 

market, as well as the adoption of a strong and fair market monitoring and mitigation 

plan.  As such, many of the intervenors took issue only with regard to specific segments 

or provisions of the June 15 Filing.3  SPP readily acknowledges that its energy imbalance 

markets are still a work in progress, and that subsequent Tariff revisions may be 

submitted as SPP, its members and the market monitor continue to work on developing 

the market.  Nonetheless, the June 15 Filing was the result of an open stakeholder 

process, and is an important first step towards a fully functional energy imbalance 

market.  SPP’s independent Board determined that it was appropriate to submit the June 

15 Filing to the Commission in order to allow the agency to review SPP’s proposals and 

help facilitate the development of the market.  This is precisely what the Commission has 

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

filed in this proceeding by East Texas Cooperatives (comprised of East Texas 
Electric Cooperative, Inc., Northeast Texas Electric Cooperative, Inc., and Tex-La 
Electric Cooperative of Texas, Inc.), Empire District Electric Company 
(“Empire”), Golden Spread Electric Cooperative, Inc. (“Golden Spread”), Kansas 
City Power & Light Company (“KCPL”), Lafayette Utilities System 
(“Lafayette”), Midwest Energy, Inc. (“Midwest”), the Midwest Independent 
Transmission System Operator, Inc. (“Midwest ISO”), Southwest Industrial 
Customer Coalition (“SWICC”), TDU (comprised of the Lafayette Utilities 
System, the Missouri Joint Municipal Electric Utility Commission, and the 
Oklahoma Municipal Power Authority), Westar Energy, Inc. and Kansas Gas and 
Electric Company (“Westar/KGE”), and Southwestern Public Service Company 
(“SPS”). 



 5

indicated it wants from RTO stakeholder processes – to develop regional solutions to 

difficult and contentious issues after providing open forums for members to express their 

disagreements.4  SPP therefore requests that the Commission give deference to the SPP 

stakeholder process and find the June 15 Filing to be just and reasonable, notwithstanding 

any protests filed by parties looking out for their individual interests, in contrast to SPP’s 

attempt to take a broader, regional view of the public interest. 

In evaluating these comments and 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 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, 

                                                 
4  See Regional Transmission Organizations, Order No. 2000, 1996-2000 FERC 

Stats. & Regs., Regs. Preambles ¶ 31,089, at 31,027-28 (1999), order on reh’g, 
Order No. 2000-A, 1996-2000 FERC Stats. & Regs., Regs. Preambles ¶ 31,092 
(2000), petitions for review dismissed sub nom. Pub. Util. Dist. No. 1 v. FERC, 
272 F.3d 607 (D.C. Cir. 2001) (reiterating the Commission’s willingness to defer 
to regional solutions proposed by an independent system operator in response to 
identified regional problems, and stating that the Commission will defer to RTOs 
with the appropriate procedural mechanisms to ensure fair representation of 
viewpoints); Policy Statement Regarding Regional Transmission Groups, 1991-96 
Stats and Regs., Regs. Preambles ¶ 30,976, at 30,871-72, 30,875 (1993) 
(describing how regional transmission entities provide an open forum wherein 
companies can address difficult technical issues and craft efficient solutions to 
region-wide problems). 

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). 
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the sole question is whether what SPP has filed is reasonable, and SPP submits that the 

June 15 Filing satisfies this standard. 

Finally, SPP notes that the SPP Independent Market Matter (“IMM”) is 

submitting a separate answer on certain issues relating to its responsibilities. 

I. ANSWER 

A. General Comments Regarding Energy Imbalance Services Markets  

1. The Commission Should Not Reject The June 15 Filing Or 
Treat It As An Informational Filing. 

As an overall matter, many of the intevenors contend that the June 15 Filing was 

premature and should be rejected because some of its provisions are not yet fully 

developed. The Commission should reject this argument. 

First, under applicable case law the Commission should not reject this filing.  In 

general, the Commission only rejects filings that are patently deficient or contrary to 

precedent.6  As shown by the Transmittal Letter of the June 15 Filing, while there may be 

further tariff revisions, the revisions to the June 15 Filing will be relatively minor.  By no 

stretch of the imagination is this filing patently deficient.  Nor can it be considered 

contrary to Commission precedent.  Indeed, as discussed herein, SPP submitted this filing 

to comply with the Commission’s orders approving SPP as an RTO, and SPP has used 

the same basic locational pricing structure approved for other RTOs.  

Second, SPP reiterates that its independent Board determined that it was 

appropriate to submit the June 15 Filing in order to benefit from the Commission’s 

                                                 
6  See, e.g., So. Cal. Edison Co., 112 FERC ¶ 61,045, at P 14 (2005) (finding that 

intervenor had not shown filing to be so patently deficient as to warrant rejection); 
Portland Natural Gas Transmission Sys., 106 FERC ¶ 61,289, at P 55 (2004) 

Continued. . . 
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review of the proposal.  In fact, SPP requires early Commission consideration of the 

filing to provide it with a sufficient level of certainty to develop software to implement 

the tariff.  Putting off Commission consideration may cause a delay in implementing the 

market as there is a substantial lead time in developing, testing, and implementing 

software and systems.  By accepting the June 15 Filing and providing guidance on its 

proposed revisions, the Commission will promote the prompt implementation of a real- 

time market that will benefit all participants.  

 Third, several intervenors state that portions of the June 15 Filing will be revised 

before the energy imbalance market becomes operational, and in some cases the SPP 

committees have already determined that changes are appropriate.  SPP readily 

acknowledges that some of the provisions of the June 15 Filing will be subject to 

revision.7  However, SPP submits, as shown by its Transmittal Letter (at 4), that these 

revisions will be relatively minor, and that a subsequent filing will be made so that the 

Commission may review these revisions.  Should the intervenors have any concerns 

regarding these revisions, they may raise them at that time. 

 Fourth, various intervenors request that the Commission treat the June 15 Filing 

as an informational filing.  SPP urges the Commission to reject such requests.  Treating 

the June 15 Filing as an informational filing will not result in a binding Commission 

order accepting SPP’s proposals, which is vital to the development of SPP’s energy 

imbalance market and the systems necessary to implement the market.  Such an order 

                                                                                                                                                 
. . .continued  

(denying motion to reject because intervenor failed to demonstrate that filing was 
either patently deficient or a substantive nullity). 

7  See, e.g., June 15 Filing at Exhibit IV. 
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will establish a foundation from which SPP may continue to refine and develop its 

market. 

 Finally, SPP noted that the timing of this market filing is comparable to the timing 

of the Midwest ISO market filings.  The Midwest ISO submitted its near full tariff filing 

(with some additional work to be done) on March 31, 2004, about one year before market 

start-up.8  Here, SPP has submitted the June 15 Filing less than one year before market 

start-up. 

 The Midwest ISO’s experience also demonstrates the need to submit market tariff 

filings like this one early even if there are some details left to be determined.  The 

Commission issued numerous orders and the Midwest ISO made numerous filings before 

the Commission found the Midwest ISO’s tariff to be acceptable for market operations.  

This early filing provides the Commission with time to provide SPP with guidance and to 

act on subsequent compliance filings before market start-up.   

Thus, it was reasonable for SPP to submit this filing when it did. 

2. Implementing An Energy Imbalance Market And Not A “Full 
Scale” Day 2 Market Is Appropriate At This Juncture. 

As explained above, SPP chose to pursue an energy imbalance market based on a 

collaborative effort with its stakeholders as well as directives from the Commission.  

Nonetheless, without citing to any specific support, SPS worries that this “partial market” 

will not work and that it will subject Market Participants to greater costs than they would 

face under a more comprehensive Day 2 market.  SPS Protest at 1-2.  SPP urges the 

Commission to dismiss these concerns, as they are unfounded and contrary to the specific 

                                                 
8  See Midwest Indep. Transmission Sys. Operator, Inc., 107 FERC ¶ 61,191, at P 3 

(2004). 
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experience of SPP.  First, in submitting this filing, SPP acted consistent with the 

Commission’s orders on SPP’s RTO application.  The Commission required the 

submission of an energy imbalance market filing.  However, the Commission accepted 

SPP’s proposal to look at expansion of the market after evaluation of the costs and 

benefits at a later time.9  Thus, SPP’s proposal at this time to submit only a real time 

energy balancing market is reasonable and consistent with the Commission’s orders on 

SPP’s RTO filing.    

Second, as to SPS’s concerns regarding costs, SPP historically has managed costs 

very well and is confident that it will manage costs in a manner that is comparable, if not 

superior, to other markets.10  To the extent that SPS is suggesting that SPP will not 

control costs, SPP’s track record shows otherwise.  SPP would also note that, in 

developing the systems for the real-time market, it will certainly keep in mind that it may 

at some point expand the market.  Consequently, the Commission should reject SPS’s 

request to expand the scope of the market filing.   

 3. Provisions Not Included In June 15 Filing 

The TDU Protest includes a number of “wish list” items that TDU contends 

should be part of SPP Tariff, despite the fact that TDU is unable to point to any precedent 

or other support warranting the inclusion of those items.  In particular, TDU suggests that 

the SPP Tariff should state that a Market Participant should never pay more for energy it 

schedules and delivers than the operating cost or contract rate (or the bid price if the 

                                                 
9  See February 10 Order at P 134.   
10  See “Staff Report on Cost Ranges for the Development and Operation of a Day 

One Regional Transmission Organization,” Docket No. PL04-16-000, Exhibit 3 at 
1 (October 2004). 
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resource is offered to the market) of its scheduled resources (assuming no curtailment of 

the party’s schedules because of congestion).  TDU Protest at 5.  SPP reiterates that the 

June 15 Filing is the product of consensus.  There are no provisions for guaranteeing 

prices.  The prices in the real-time market that a Market Participant will pay are based on 

the accepted bids at the applicable point or points.  This is the way real-time markets 

work for the other RTOs,11 and TDU has failed to demonstrate why what has been 

proposed is not reasonable.  The SPP EIS design preserves the economic benefit of 

bilateral contracts if the resources available under those contracts are scheduled in 

amounts sufficient meet the associated load.  SPP makes no EIS charge when actual 

energy equals scheduled energy.  The Tariff provisions address the price of the supply of 

imbalance energy, not the price of that which is scheduled bilaterally.  A Market 

Participant is exposed to prices in the real-time market only to the extent that it does not 

make other arrangements for its power supply. 

TDU also asserts that SPP should address in the Tariff any intent that a Market 

Participant that has a contract to purchase energy would be entitled to register and 

schedule such a “Resource” with SPP, and thereby hedge its risk in the EIS market, even 

if such purchase does not count as a “Resource” of that Market Participant for purposes 

of submitting resource plans and/or making decisions regarding self-dispatch.  In 

response, SPP states that what TDU requests is beyond the scope of this filing.  This 

filing merely sought to establish a real-time energy market. It does not purport to address 

                                                 
11  See, e.g., Midwest Independent Transmission System Operator, Inc. (“Midwest 

ISO”) Open Access Transmission and Energy Markets Tariff (“Tariff” or 
“TEMT”) § 40.2.11; Midwest Indep. Transmission Sys. Operator, Inc., 109 FERC 
¶ 61,157, at P 90 (2004); “Amended and Restated Operating Agreement of PJM 
Interconnection L.L.C.” (“PJM”), Schedule 1 § 2.5.   
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whether purchases count as resources, and TDU has not demonstrated that the filing is 

deficient for failing to address this issue. 

Finally, TDU complains that the Tariff “fails to specify that if Market 

Participant’s scheduled resources are offered to market, it has the opportunity to save 

money if market clears at lower price and SPP dispatches lower-priced resources in lieu 

of what the party scheduled (if no congestion causing locational imbalance prices to 

diverge).”  TDU Protest at 5.  In response, SPP points out that any opportunity to save 

money will be made clear by the market settlements themselves; including the explicit 

statement TDU suggests is inappropriate.  The price will be set by the real-time market, 

which reflects a methodology comparable to that accepted and used by other RTOs, and 

any savings will depend upon the market price.  It is inappropriate and unnecessary to go 

further than that in this Tariff.  

SPS comments that the June 15 Filing does not contain market readiness metrics 

and that SPP’s plan for proceeding with the energy imbalance market is somehow 

deficient as a result.  SPS Protest at 16.  SPS’s concerns presumably will be addressed.  

As explained in the introduction to this Answer, the role of stakeholders in SPP’s 

planning processes is significant.  SPP will not determine unilaterally when the markets 

are ready; rather, as is custom for SPP, SPP will work through its stakeholders and 

expects to determine whether the markets are ready through that collaborative effort.  

Thus, the protections that SPS seeks will be provided by the SPP process.  

Similarly, SPS is concerned that the June 15 Filing does not contain procedures 

for addressing emergency dispatch procedures.  SPP responds that emergency dispatch 

procedures are included in its Membership Agreement (Section 2.1.2), which the 
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Commission has accepted.  It is not necessary to repeat those procedures in this filing.  

See Southwest Power Pool, Inc., 109 FERC ¶ 61,009, at P 32 (2004). 

TDU points out that the June 15 Filing does not explain the manner in which the 

energy imbalance services market will (or will not) recognize transmission line loading 

relief (“TLR”) actions.  TDU Protest at 5.  As the nature of a security constrained 

economic dispatch model is to recognize constraints, and constraints are also dealt with 

through TLRs, SPP acknowledges the interplay.  This interplay is also subject to the Joint 

Operating Agreement (“JOA”) with the Midwest ISO and is discussed in relation to the 

co-ordinated flowgates in that agreement.  Further, this interplay is subject to North 

American Electric Reliability Council (“NERC”) Policies under the JOA.  SPP will 

continue to utilize NERC’s TLR process for congestion management.  SPP is developing 

an internal interchange distribution calculator (“IDC”) and a market flow calculator that 

will provide more accurate data to the NERC IDC on market impacts on flowgates.  The 

implementation of a 5 minute dispatch interval along with the internal IDCC and market 

flow calculator will result in a quicker, more efficient, and more economic 

implementation of TLR when required.   

B. Revisions to Sections of Open Access Transmission Tariff to 
Accommodate Energy Imbalance Market 

 A number of parties comment on the revisions made to already existing sections 

of the SPP Tariff to accommodate the energy imbalance market.  In particular, parties 

raise concerns regarding the new definition of “Market Participant,” Schedule 4, and 

Attachment M.   



 13

1. Definition of “Market Participant” 

East Texas Cooperatives allege that SPP’s proposed definition of “Market 

Participant” is onerous and that SPP should adopt a definition similar to that adopted by 

the Midwest ISO.  East Texas Cooperatives Protest at 20.  In so suggesting, East Texas 

Cooperatives fail to appreciate the specific circumstances of SPP’s proposed market and 

current Tariff and Membership Agreement.  SPP is not proposing here to require all 

existing transmission customers to sign new service agreements to become Market 

Participants.  It is essentially only requiring entities that are not already obligated to abide 

by the terms of the tariff to sign new agreements (e.g. certain generators selling into the 

market).  This is a practical solution that reduces the burden on SPP to obtain signatures 

and the burden on members to execute new agreements and obtain any necessary 

approvals to do so.  Further, at the end of the day, SPP’s approach has the same practical 

effect as that proposed by East Texas Cooperatives; that is, all entities will be bound to 

the terms of the Tariff.  Further, East Texas Cooperatives proposed so-called 

simplification of the Market Participant definition would have required revisions to other 

existing portions of the SPP Tariff to reflect a limitation on the effect of signing a 

transmission service agreement (that is, the signing of service agreement would not 

involve the real time energy market).  SPP did not believe that such revisions were either 

necessary or appropriate, as this filing involves payment for imbalances, which relates to 

the current Schedule 4, and which is part of the ancillary services typically taken as part 

of transmission service.  Thus, it was entirely reasonable to not require transmission 

customers to sign new service agreements.   

Finally, this definition is the product of a consensus effort.  It was the topic of 

much debate at the Regional Tariff Working Group and was subsequently approved by 
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the Regional Tariff Working Group and the Markets and Operations Policy Committee, 

which included full stakeholder representation.  The Commission, therefore, should 

accept the definition as proposed by SPP, particularly given the fact that in substance 

what SPP has proposed here achieves the goal of the Midwest ISO language; that is, each 

entity taking energy imbalance service under the new market provisions will have 

executed a document requiring it to abide by the terms of the approved tariff. 

 2. Schedule 4 
 

 With respect to Schedule 4, East Texas Cooperatives and SPS question the new 

paragraph exempting transmission owners from paying transmission charges under 

Schedule 4 if the transmission owner has a pending application before a state commission 

to serve bundled retail load under the SPP Tariff.  See East Texas Cooperatives Protest at 

21-22; SPS Protest at 23-25.  In response, SPP notes that customers receiving network 

transmission service necessarily would not incur additional transmission charges for 

delivering energy imbalance service based on the nature of network service in that they 

are not required to pay additional amounts for transmission to move energy to their loads.  

However, certain transmission owners have represented that they are not able to take 

network transmission service to serve retail load simply by choosing network 

transmission service.  Rather, they must first obtain approval from state commissions 

before they can sign the service agreement for network service.  The new language in 

Schedule 4 was designed to accommodate such scenarios (which are transitional in nature 

and for a limited period of time).  The inclusion of this exception was also the result of 

the stakeholder process, and the Commission should accept it on that basis as well.   

 Westar and KGE comment that it is not clear to whom the third paragraph of 

Schedule 4 applies.  Westar and KGE Protest at 3.  In response, SPP notes that the 
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paragraph in question clearly identifies a “Market Participant that is serving load utilizing 

Point-to-Point Transmission Service” as the type of customer that will be charged for 

transmission service.   

  3. Schedule 4-A 

 Westar and KGE state that it is unclear whether the energy imbalance service 

market should replace proposed Schedule 4-A to the SPP Tariff, concerning generator 

imbalance service.  As the Commission recently rejected Schedule 4-A, this issue is 

moot.12     

4. Attachment M 

Regarding SPP’s proposed revisions to Attachment M, SPS complains that the use 

of different loss compensation procedures for transactions within the SPP transmission 

system as opposed to through and out of the SPP transmission system will result in an 

inappropriate cross-subsidy.  Accordingly, SPS recommends that SPP employ a marginal 

loss dispatch mechanism.  SPS Protest at 25-26.  SPS’s suggestions fail to take into 

account the design of Attachment M and the intent of the revisions.  SPP initially 

designed Attachment M to provide a proxy for market price in cashing out losses.  A 

proxy was necessary because SPP did not have a relevant market from which to draw 

market prices.  Now that SPP is initiating an energy imbalance market, however, SPP 

will have nodal prices from which to calculate losses for transactions into and within the 

SPP transmission system.  Because through and out transactions do not sink within the 

SPP transmission system, however, there is no comparable nodal price to tie to those 

transactions.  Consequently, SPP will continue to apply the proxy already included in 

                                                 
12  See Southwest Power Pool, Inc., 112 FERC ¶ 61,100, Ordering Para. (A) (2005). 
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Attachment M for those transactions.  While SPP may have chosen to take a different 

approach similar to what SPS suggested, SPP’s stakeholder process chose the approach in 

the filing, which, while probably not the only reasonable approach, is an approach that is 

nonetheless reasonable.   

The Commission should reject SPS’s recommendation that marginal prices be 

used.  While it is true that some systems have utilized marginal losses, the Commission 

has found that marginal losses typically exceed average losses13 and has given weight to 

customers’ concerns that switching from average losses to marginal losses may result in 

additional costs.  Indeed, while the Commission accepted the Midwest ISO’s proposal to 

utilize marginal losses in its energy markets, the Commission directed the Midwest ISO 

to institute a transitional mechanism to compensate existing customers for the change in 

methodology for assessing losses.  The Commission explained,  

many market participants are concerned that . . . they will be exposed to 
marginal loss charges well above the loss charge that they currently pay 
under existing OATT transmission service. Hence, here we consider a 
transitional safeguard allowing marginal loss calculation but suspending 
marginal loss charges above average or historical loss charges for a 
period of five years.  

Midwest Indep. Transmission Sys. Operator, Inc., 108 FERC ¶ 61,163, at P 66 (2004) 

(“Midwest ISO TEMT II Order”).  Notably, PJM has included average losses for years.14  

As SPP’s proposed loss methodology is the result of a stakeholder process and is 

consistent with Commission policy, the Commission should accept it.  

                                                 
13  See Midwest Indep. Transmission Sys. Operator, Inc., 102 FERC ¶ 61,196, at 

P 54 (2003) (“because marginal losses will typically exceed average losses, the 
Midwest ISO will likely over-collect revenues for losses.”). 

14  See PJM Open Access Transmission Tariff, Attachment K, Appendix § 4.2 
(“Average loss factors shall be as specified in the PJM Tariff.”). 
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C. Attachment AE 

  1. Section 1:  Introduction  

TDU is concerned that Attachment AE lacks specificity with respect to the 

submission of Resource Plans and therefore asks for clarification as to the purpose of the 

Resource Plans and who is to submit them.  TDU Protest at 12.  In response, SPP 

suggests that Attachment AE implies that Resource Plans should be submitted to meet 

projected energy needs.  For reliability purposes, all Market Participants will submit a 

Resource Plan as required under SPP criteria.  A Market Participant would not be 

submitting hourly generation levels (Plan MW) unless it was responsible for serving load 

or responsible for a bilateral sale from that Resource.  The description of the Resource 

Plan submitted in Attachment AE is consistent with the SPP Training Materials for 

Resource Plans submittal.  The SPP Training Materials and Market Protocols will contain 

more detailed descriptions of the Resource Plan submittal process.  To the extent that 

TDU believes there is a conflict between Section 1.1.25 and Section 1.2.4 of Attachment 

AE, SPP points out that Section 1.1.25 merely defines a Resource Plan; it does not 

specify who must submit a resource plan. 

2. Section 2:  Day Ahead Period Activities 

Regarding Section 2.1, Westar and KGE are concerned that the related SPP 

Criteria have not yet been developed.  Westar/KGE Comments at 3.  While SPP 

understands Westar and KGE’s concern, Westar and KGE should recognize that 

Schedule 3 of the SPP Open Access Transmission Tariff is a reservation/load-based 

service.  The June 15 Filing does not change entities’ current Schedule 3 responsibilities 

under the SPP Tariff.  Changes to Schedule 3 of the SPP Open Access Transmission 
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Tariff are not necessary until a market based approach to ancillary services is developed 

for implementation. 

 SPS questions the necessity of the data submissions required in Sections 2.2 and 

2.3 and the requirement that ancillary service plans may only be adjusted up until 1300 

the prior day.  SPS Protest at 19.  In response, SPP stresses that it is still responsible for 

ensuring that sufficient capacity is committed to meet SPP energy, regulation and 

operating reserve requirements even though Market Participants are responsible for unit 

commitment.  Thus, the data submittals are not frivolous, as SPS suggests.  SPP needs to 

be informed so that it does not commit to the market capacity that is being set aside for 

reliability purposes.  With respect to the timing of ancillary service plan adjustment, SPP 

states that the provisions were the result of a stakeholder process and were designed to 

accommodate SPP system operations.  The SPP systems under development will 

accommodate hourly changes in ancillary service plans.  Because of strictures in NERC 

policies, this accommodation can only be done up to 45 minutes before the hour. 

 Regarding Section 2.4, SPS believes that it is unclear under what circumstances 

an ancillary services plan would be deemed unacceptable.  SPS Protest at 19.  Contrary to 

SPS’s suggestion, proposed Section 2.4 clearly identifies an unacceptable resource plan 

as one that cannot be implemented reliably (i.e. contingency analysis shows unacceptable 

system conditions related to a particular submitted resource plan).  

TDU generally comments that Sections 2.1-2.4 can be read as requiring Market 

Participants to purchase more (or possibly less) of Ancillary Services 3, 5 and 6 than they 

will actually need and further requests clarification that requirements to submit day-ahead 

resource plans will only apply to sellers of ancillary services.  In response, SPP explains 

that the purpose of ancillary service plans are to allow SPP to assess regional reliability 



 19

and account for committed ancillary service capacity within the energy imbalance 

services market energy dispatch.  Obligation, provision of and settlement of ancillary 

services will continue as they do today once the energy imbalance services market is 

implemented.  

Golden Spread asserts that combined cycle generating facilities should be viewed 

as a single unit for purposes of offer curves and dispatch instructions and refers to a 

specific generating facility, Mustang Station.  Golden Spread Protest at 7.  SPP does not 

believe that Attachment AE prevents the type of modeling Golden Spread requests.  

Market Participants should be able to submit combined cycle facility as a single unit. 

  3. Section 3: Hour-Ahead Period Activities 

 SPS suggests that it is unclear what SPP intends to accomplish by allowing new 

resource plans to be submitted up until 30 minutes prior to the operating hour while also 

requiring day-ahead submissions.  SPP will perform daily day-ahead and hourly hour-

ahead studies to assess the adequacy of resources to meet load and reserve requirements 

and the deliverability of the resources.  Additionally, hourly changes in the resource plans 

are used to update the operational data used to calculate the market dispatch. 

 SWICC questions the appropriateness of a “last-bid-in” process for clearing the 

EIS market, cautioning that this will allow generators to double-recover some costs. 

SWICC Protest at 12.  Contrary to SWICC’s contention, the “last-bid-in” process is 

appropriate.  Energy imbalance service energy should be viewed as purchased power cost 

from the market.  The fact that some company may make a profit on the sale is no 

different than purchasing energy bilaterally at a mark-up.  Theoretically, purchasing from 

the energy imbalance services market should be cheaper for a generator than running its 

own resource, assuming that the generator has offered that resource for sale into the 
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energy imbalance services market and the unit was not dispatched.  Furthermore, “last-

bid-in” is precisely how the Midwest ISO clears its markets.15     

 Additionally, SWICC requests the Commission to confirm that energy markets 

costs are “wholesale costs” and that subsequent recovery of these costs from retail 

customers is a matter of state jurisdiction.  SWICC Protest at 15-16.  SPP requests that 

the Commission refrain from addressing these jurisdictional issues at this time.  This is 

not germane to Commission acceptance of the filing before it (that is, the Commission 

can accept the filing without reaching this issue).16       

4. Section 4: Real-Time Period Activities 
 
 With respect to Section 4.1, SPS points out that the tariff identifies a dispatch 

cycle time of 15 minutes while Exhibit IV suggests that SPP is contemplating a 5 minute 

cycle time.  SPS Protest at 21.  SPP’s Board recently approved a 5 minute dispatch cycle 

during its July 26, 2005 meeting, and SPP will provide the necessary tariff revisions 

when it submits its next iteration of this filing.  This should alleviate SPS’s concerns 

regarding potential confusion.   

                                                 
15  See Midwest ISO Tariff § 40.2.11; Midwest Indep. Transmission Sys. Operator, 

Inc., 109 FERC ¶ 61,157, at P 90 (2004). 

16  The Commission has addressed its jurisdiction over ancillary services. See Cal. 
Indep. Sys. Operator Corp., 89 FERC ¶ 61,169, at 61,511 (1999) (“The ISO is a 
provider of Ancillary Services, which we have concluded are subject to our 
jurisdiction.”); Portland General Elec. Co., 78 FERC ¶ 61,219, at 61,950 (1997) 
(“Pursuant to the Oregon retail access program, PGE will provide a limited 
amount of unbundled retail transmission service to certain of its larger retail 
customers. (While PGE describes the Oregon retail access program as 
experimental, it does not indicate the duration of the program.) As explained 
above, PGE does not dispute our authority over the rates, terms, and conditions of 
unbundled interstate retail transmission service.  As we explained in Order No. 
888 (FERC Stats. & Regs. at p. 31,781), this type of service (transmission by a 

Continued. . . 
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The Midwest ISO requests clarification concerning Section 4.2(b).  Specifically, 

the Midwest ISO asks whether settlement calculations are made four times each hour or 

whether the four dispatch intervals will be averaged together and settled on an integrated 

basis.  Midwest ISO Comments at 4.  In response, SPP refers the Midwest ISO to Section 

5.2 of Attachment AE, which specifies that settlement is being performed hourly. 

TDU raises issues concerning SPP’s proposed methodology for addressing 

dispatchable resources that fail to follow dispatch instructions in Section 4.1(c).  TDU 

Protest at 27; see also SPS Protest at 21.  The issue of uninstructed deviation penalties 

was listed as “open” in Exhibit IV to the June 15 Filing.  SPP’s Board authorized 

adoption of new procedures at its July 26, 2005 meeting including uninstructed deviation 

penalties.  The Market Working Group is developing a proposal for Tariff 

implementation, and SPP will submit Tariff revisions specifying the new procedure in its 

next iteration of the Tariff.   

5. Section 5: EIS Settlement Activities 

Westar and KGE protest the scheduling penalty provisions in Sections 5.3 and 

5.4.  They suggest that the 96%/104% deviation band for assessing under-scheduling and 

over-scheduling of loads is arbitrary and capricious.  This argument fails to take into 

account the fact that the Commission has allowed and, in fact, required the use of 

deviation bands in Schedule 4 of the Open Access Transmission Tariff as incentives to 

accurately schedule.17  Indeed, when the Commission addressed the imbalance provisions 

                                                                                                                                                 
. . .continued  

public utility in interstate commerce, including necessary ancillary services) is 
within the exclusive jurisdiction of the Commission.”). 

17  See Promoting Wholesale Competition Through Open Access Non-
Discriminatory Transmission Services by Public Utilities; Recovery of Stranded 

Continued. . . 
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in Schedule 4 of the Midwest ISO TEMT when the Midwest ISO was initiating its energy 

markets, the Commission required the Midwest ISO to explain why it was not prescribing 

a deviation band.  The Commission explained, 

With respect to the lack of a deviation band, we note that other LMP-
based markets have incentives for transmission customers to minimize 
deviations. For example, for deviations outside of the band, PJM pays 
only 70 percent of the LMP for over-delivery and requires payment of the 
higher of 150 percent of the LMP or $ 100/MWh for under-delivery. The 
Midwest ISO’s proposal does not have these incentives and the Midwest 
ISO has not supported any change from the current Commission policy of 
incorporating deviation bands in energy imbalance provisions. Therefore, 
we will require the Midwest ISO to either incorporate a deviation band in 
its energy imbalance provision, as exists in the other LMP-based markets, 
or explain with testimony why a deviation band is not necessary.     

Midwest Indep. Transmission Sys. Operator, Inc., 109 FERC ¶ 61,285, at P 421 (2004).   

Significantly, Order No. 888 instituted a 1.5% deviation band for under-scheduling and 

over-scheduling.18  SPP’s provision is actually more lenient, allowing a less than 4% 

margin of error.  SPP’s scheduling provisions appropriately encourage accurate 

scheduling and are consistent with Commission policy favoring scheduling incentives.19  

Consequently, the Commission should accept them as reasonable.       

                                                                                                                                                 
. . .continued  

Costs by Public Utilities and Transmitting Utilities, Order No. 888, 1991-1996 
FERC Stats. & Regs., Regs. Preambles ¶ 31,036, 31,960-61 (1996), order on 
reh’g, Order No. 888-A, 1996-2000 FERC Stats. & Regs., Regs. Preambles 
¶ 31,048, order on reh’g, Order No. 888-B, 81 FERC ¶ 61,248 (1997), reh’g 
denied, Order No. 888-C, 82 FERC ¶ 61,046 (1998), aff’d in part and remanded 
in part sub nom. Transmission Access Policy Study Group v. FERC, 225 F.3d 667 
(D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535 U.S. 1 (2002). 

18  See Order No. 888, Appendix D, Pro Forma Open Access Transmission Tariff, 
Schedule 4. 

19  SPS commented that these charges should not be necessary and that there should 
be market monitor oversight to determine deliberate abuse.  SPS Protest at 22.  
SPP points out that this calculation was instituted so that market monitor 
oversight would not be needed.  Implementation of this feature eliminates any 

Continued. . . 
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 Lafayette is concerned that Section 4.1 of Attachment E does not adequately 

address the circumstance of a control area operator located outside the SPP Region that is 

able to deliver energy into the region.  Lafayette Protest at 4-5.  In response, SPP 

confirms that the calculated Adjusted Net Scheduled Interchange prescribed in Section 

4.1(a)(iii) may include energy from outside the control area that is injected into an SPP 

control area.   

  6. Section 6: Billing 
 
 Several parties argued that SPP’s billing procedures were flawed or warranted 

clarification.  For instance, SPS challenged proposed Section 6.2, which requires 

payment no later than three business days after issuance of invoice.  SPS Protest at 22.  

SPP’s billing timeframe, however, is on par with those in place for other markets and is 

consistent with the Commission’s policy for allowing shorter payment times for market 

services than standard transmission service.20  ISO-NE, for example, requires payment 

within four business days.21  The Midwest ISO requires payment within five business 

days (seven calendar days).22  Thus, as SPP’s proposed payment deadlines are similar to 

those in place for other markets and consistent with the Commission’s recognition that 

                                                                                                                                                 
. . .continued  

gaming concerns.  Any market participant that was not planning on gaming the 
system should not have any problems with this rule since they would be 
unaffected by it. 

20  See Midwest ISO TEMT II Order, 108 FERC ¶ 61,163, at P 473 (2004) (noting 
trend in energy markets toward shortened settlement periods to reduce the 
potential exposure window and collateral requirements for all parties).  

21  See ISO New England, Inc., FERC Electric Tariff No. 3, General Terms and 
Conditions, Section I, Exhibit 1D – ISO New England Billing Policy § 3.1(a). 

22  See Midwest ISO TEMT § 7.6. 
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markets may necessitate a shorter settlement period, the Commission should accept SPP’s 

billing provisions as proposed.     

 Regarding Section 6.3, Golden Spread states that the SPP Tariff should specify 

the required contents for notifying SPP of a dispute.  Golden Spread Protest at 8.  The 

SPP Tariff, however, states that the contents are set forth in the Market Protocols, which 

will be readily available on the SPP website.  Parties who dispute invoices will have 

adequate notice of what the SPP tariff dispute resolution requires.  Notably, the method 

for disputing billing issues under the Midwest ISO TEMT involves consulting the 

Midwest ISO’s Transmission Service Billing Dispute Resolution Manual, which is 

available through the Midwest ISO website and is not part of the Midwest ISO TEMT.  

See Midwest ISO TEMT § 12.1.  As the Commission accepted the Midwest ISO TEMT, 

the Commission should also accept SPP’s procedure for referring to the Market Protocols 

regarding notice of a dispute. 

TDU expressed concern about the effect of Section 6 dispute resolution 

requirements on their Section 206 rights under the Federal Power Act.  TDU Protest at 

29.  As TDU suggests, Section 6 merely sets forth the methodology for informally 

disputing a billing issue with SPP.  Nothing in Section 6 restricts parties’ rights to file a 

complaint under Section 206 of the Federal Power Act.   

  7. Section 7: Confidentiality 

Several parties raise issues regarding the confidentiality provisions contained in 

Section 7 of Attachment AE.  While TDU complains that the confidentiality provisions 

will shield too much information, affecting the transparency of market operations, 

Golden Spread suggests that additional limitations are necessary.  See TDU Protest at 30; 

Golden Spread Protest at 8-9.  These arguments appear to ignore the fact that the 
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Commission has accepted remarkably similar confidentiality provisions in Section 38.9 

of the Midwest ISO TEMT.23   

In particular, Golden Spread argues that, without the consent of the disclosing 

party, SPP should not be allowed to disclose protected information to anyone other than 

the IMM except as compelled by legal process.  Golden Spread Protest at 9.  The 

Commission should not find this argument persuasive because the Commission has 

accepted the confidentiality provisions contained in Section 38.9.1(b) of the Midwest ISO 

TEMT, which allow for dissemination of information, with notice, to regulatory 

authorities such as NERC.  As identified in note 19, SPP’s Section 7.1.4(b) is remarkably 

similar to Section 38.9.1(b) of the Midwest ISO TEMT. 

 8. Market Protocols 

 Several parties have taken issue with the fact that SPP has not finalized or filed its 

Market Protocols or its software enhancements.  East Texas Cooperatives Protest at 8-10; 

TDU Protest at 8-10; Westar/KGE Comments at 4-5.  In particular, TDU argues that the 

SPP protocols addressing ancillary services scheduling must be filed.  As TDU itself 

explains, the Commission does not require the filing of all operations protocols.  TDU 

Protest at 10.  However, TDU contends that SPP’s articulated standard for determining 

whether certain provisions of its Market Protocols must be filed (i.e., when those 

provisions substantially affect rates, terms, and/or conditions of service) is narrower than 

                                                 
23  For example, proposed Section 7.1.4(a) and Section 7.1.4(b) of Attachment AE, 

dealing with Market Participant access to confidential information and SPP use of 
confidential information closely track Section 38.9.1(a) and Section 38.9.1(b) of 
the Midwest ISO TEMT, respectively.   
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the Commission’s standard.24  TDU’s contention is incorrect, as it ignores recent 

Commission case law on the subject.  As the Commission recently explained with respect 

to ISO-NE’s procedures, “whether operating procedures must be filed under section 205 

is subject to a ‘rule of reason’ . . . only those that significantly affect rates and services 

fall within the directive of section 205(c) of the FPA.”25  SPP expects its Market 

Protocols to be similar to the Business Practices Manual, which the Commission did not 

require to be filed.26   

 Notably, the Midwest ISO TEMT provisions regarding scheduling of ancillary 

services reference the Midwest ISO’s Business Practices for detail, which are posted on 

the Midwest ISO’s website.  See Midwest ISO TEMT § 38.2.5(a)(iii).  As those 

provisions were accepted by the Commission and are similar to SPP’s provisions, the 

Commission should dismiss TDU’s concerns. 

Finally, SPP’s Market Protocols are still being developed and refined through 

SPP’s stakeholder process.  SPP assures the Commission that once the Market Protocols 

are completed, they will be published prior to the start of the energy imbalance market on 

March 1, 2006.  Any arguments regarding the Market Protocols are therefore premature  

                                                 
24  TDU cites paragraph 557 of a Midwest ISO TEMT order on rehearing as support 

for its assertion that Market Protocols must be filed to the extent they “affect 
rates, terms, or conditions of service . . .”  Yet, TDU appears to ignore the third 
sentence of that paragraph, which states, “Our standard for including items in the 
tariff is based on whether the provisions affect rates and services significantly.”  
Midwest Indep. Transmission Sys. Operator, Inc., 109 FERC ¶ 61,157, at P 557 
(2004) (emphasis added); see also Midwest ISO TEMT II Order, 108 FERC ¶ 
61,163 at PP 656-58 (2004). 

25  ANP Funding I, LLC, 110 FERC ¶ 61,040, at P 22 (2005).  SPP believes the 
standard “substantially” is lower than “significantly;” however, SPP is willing to 
utilize a “significantly” standard to determine whether to file Market Protocols 
affecting rates.   
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at this time, and outside the scope of this proceeding.  Such a determination is consistent 

with Commission precedent.27  Therefore, the Commission should disregard all 

comments and protests concerning the Market Protocols. 

9. Self-Scheduling  

 TDU criticizes the treatment of self-scheduling under the EIS, stating that Market 

Participants should not be allowed to self-schedule 100% of their resources but should be 

required to offer some of their capacity to the EIS market.  TDU Protest at 14-16.  As 

support, TDU contends that the Midwest ISO TEMT contains a must offer requirement 

and that SPP should be required to follow suit.  TDU’s argument in this regard is fatally 

flawed in that it mischaracterizes the Midwest ISO TEMT.  Contrary to TDU’s statement, 

the Midwest ISO TEMT does not require self-scheduling Market Participants to offer at 

least some of their capacity into the market.  Indeed, Section 69.2 of MISO Tariff entitled 

“Network Resource Must Offer Requirement” specifies that “Market Participants with 

Network Resources designated pursuant to Section 69.1 must submit a Self Schedule or 

Offer, consistent with the Offer requirements specified in the Business Practices 

Manuals. . . .”  In other words, Section 69.1 of the Midwest ISO TEMT does not require 

Market Participants to both self-schedule and submit an offer.  Thus, under the Midwest 

ISO Tariff, Market Participants may Self Schedule 100% of their capacity.  The 

Commission should accept SPP’s provision allowing the same 100% self scheduling.     

 

   

                                                                                                                                                 
. . .continued  
26  See supra footnote 24. 
27  See Midwest ISO TEMT II Order at PP 656-58. 
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10. Settlement Locations 
 
 TDU asks the Commission to ensure that Market Participants have the option to 

become part of a consolidated settlement location with their loads in multiple control 

areas considered the same location.  TDU Protest at 16.  This request is inappropriate and 

should be denied.  Market prices are location-specific, with prices within one control area 

in many instances different from prices in another control area.  In granting SPP RTO 

status, the Commission recognized that SPP’s energy markets needed substantial 

granularity and would be priced on a nodal basis.  February 10 Order at P 120.  In other 

orders, the Commission also has encouraged more granularity in locational prices.28  

Control areas in some instances may be too vast to set the market price for an entire 

region.  The Commission thus should ignore TDU’s request here.   What SPP has filed is 

consistent with Commission policy and is a reasonable approach.  

D. Attachment AF 

 1. Section 3.1.2 
 

Golden Spread states that Section 3.1.2 of Attachment AF fails to address the 

reality that much of SPP footprint is in greater need of upgraded transmission capability, 

rather than additional peaking generation capacity.29   

                                                 
28  See California Indep. Sys. Operator Corp., 112 FERC ¶ 61,013, at P 35 (2005) 

(“The Commission agrees with intervenors that the currently proposed LAP zones 
should be further disaggregated to provide more accurate price signals and assist 
participants in the hedging of congestion charges, and notes that the CAISO has 
suggested it will re-examine the appropriate number of zones following the 
release of CRR Study 2.”); New England Power Pool, 109 FERC ¶ 61,322, at 
P 17 (2004) (“SCNP will provide price signals at specific nodes and thus 
represent a significant improvement in relation to ISO-NE’s existing zonal 
prices.”). 

29  See Golden Spread Protest at 9-10. 
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 In response, SPP first notes that Section 3.1.1 specifically provides that mitigation 

will be applied at the time of, and in places with, transmission constraints.30  In addition, 

the June 15 Filing contains several provisions requiring the Market Monitor31 to initially 

assess the ability of transmission/generation owners to exercise transmission market 

power through economic withholding,32 physical withholding33 and unavailability of 

facilities.34  Should the Market Monitor determine that any type of transmission market 

power has been exercised, it will refer the matter to the Commission for review and 

possible sanctions and penalties.35  Moreover, Attachment AG requires the Market 

Monitor to continually review and analyze information regarding the nature and extent of 

transmission congestion in SPP’s region, and to the extent practicable, transmission 

congestion on any other system affecting SPP’s markets and services.36  SPP  submits 

that the ability of the Market Monitor to comprehensively monitor for any exercise of 

transmission market power is more than adequate to offset any lack of upgraded 

transmission capability. 

 Furthermore, SPP notes that it has undertaken significant efforts in expanding its 

transmission system, as evidenced by the regional transmission cost allocation plan that 

                                                 
30  See June 15 Filing at Attachment AF, Section 3.1.1. 
31  The term “Market Monitor” includes both the internal Market Monitoring Unit 

(“MMU”) and the external Independent Market Monitor (“IMM”). 
32  See id. at Attachment AF, Section 4. 
33  See id. at Section 5. 
34  See id. at Section 6. 
35  See id. at Sections 4.4, 5.2.4, 6.2.4. 
36  See id. at Attachment AG, Section 4.2(g). 
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was recently approved by the Commission.37  Because the adequacies of SPP’s 

transmission infrastructure, as well as SPP’s considerable efforts to improve it, have been 

addressed in other proceedings, and because such matters were not part of the June 15 

Filing, they are beyond the scope of this proceeding.  As such, the Commission should 

disregard Golden Spread’s protest on this issue. 

2. Section 3.2.4 
 

Golden Spread notes that the pricing components for the Offer Cap were not 

specified in the June 15 Filing.38  Golden Spread further details how the annual hours of 

constraint that will be used in the denominator of the pricing equation will remain subject 

to periodic change without oversight of the Commission, and argues that this could lead 

to windfalls for many generators.39   

In response, SPP reiterates that it has left these figures blank so that the June 15 

Filing could be submitted to the Commission, even though the specific numbers have yet 

to be accepted through the SPP stakeholder process.40  SPP further reiterates that, once 

this part of its Tariff is finalized, SPP will submit a filing addressing this subject for 

Commission review prior to the implementation of the energy imbalance market.41  

Should Golden Spread have any concerns with SPP’s proposal, it may raise them at that 

time. 

                                                 
37  See Cost Allocation Order. 
38  See Golden Spread Protest at 10. 
39  See id. at 10-11. 
40  See June 15 Filing at 12, n.34. 
41  See id. 
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As for Golden Spread’s concern regarding the annual hours of constraint 

remaining subject to periodic change without oversight of the Commission, SPP simply 

notes that the Commission has previously accepted provisions allowing for the 

adjustment of constrained hours without Commission approval.42  SPP’s proposal is 

therefore just and reasonable, and warrants approval. 

3. Sections 5.1 and 6.1 
 
Golden Spread contends that, should the Market Monitor conclude that certain 

decisions by various parties to withhold facilities from the energy imbalance market are 

having significant adverse impacts on the market, SPP should at the very least be 

required to immediately report its findings to the SPP Board, the Commission and the 

Regional State Committee (“RSC”).43 

In response, SPP simply notes that Attachment AG includes several provisions 

requiring the Market Monitor to report any determination that certain decisions by 

various parties are having significant impacts on the energy imbalance market.  

Specifically, Section 3.2 of Attachment AG requires the Market Monitor to notify SPP’s 

Board and President, as well as Commission Staff, in the event the Market Monitor 

identifies a significant market problem that may require further investigation, a revision 

to SPP’s Tariff or action by the Commission.44  Section 6.3 of Attachment AG requires 

the Market Monitor to coordinate reporting the results of its investigations to SPP’s 

                                                 
42  See NYISO Market Services Tariff at Attachment H, Sections 3.1.2(b)(1) and (3) 

(“Determination of the number of Constrained Hours shall be subject to 
adjustment by the ISO to account for significant changes in system conditions.”). 

43  See Golden Spread Protest at 11. 
44  See June 15 Filing at Attachment AG, Section 3.2. 
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Board as well as any appropriate regulatory bodies.45  Section 7.2 of Attachment AG 

obligates the Market Monitor to notify the appropriate organizational group of SPP, 

SPP’s President, the RSC, appropriate state authorities and Commission Staff should the 

Market Monitor discern any weakness or failure in market design or rules.46  Section 7.2 

also permits the Market Monitor to take further action, depending upon whether SPP 

responds and the manner in which it responds.47  Finally, Section 8 of Attachment AG 

requires the Market Monitor to prepare and submit periodic reports relating to its 

activities, as well as any other required reports, to SPP’s Board, the Commission and any 

other affected regulatory authorities, including the Regional State Committee.48  SPP 

submits that these provisions are sufficiently broad so as to require the Market Monitor to 

report whether decisions to participate in the energy imbalance market have any 

significantly adverse impacts on the market.  Furthermore, the reporting provisions of 

Attachment AF are similar to the reporting provisions the Commission previously 

approved as just and reasonable for other RTOs.49  SPP therefore submits that the 

reporting provisions in its Market Monitoring Plan are in the public interest, and warrant 

Commission approval. 

4. Section 5.2.1 

Golden Spread argues that the Market Monitor should be directed to include in 

the Initial Assessment consideration of the effect of transmission owners’ ability to 

                                                 
45  See id. at Attachment AG, Section 6.3. 
46  See id. at Section 7.2. 
47  See id. 
48  See id. at Section 8. 
49  See Midwest ISO TEMT at Sections 52.3(b), 56.1, 57.1 and 57.2. 



 33

determine necessary cost and lead-time for construction of each approved transmission 

upgrade and estimated cost of service for each request, as well as optimal set of solutions 

to reduce overall costs for each aggregated transmission service study group and to 

reliably provide requested service in a timely manner as permitted in Attachment Z.50 

In response, SPP reiterates that matters concerning the adequacy of SPP’s 

transmission system, as well as Attachment Z, are primarily the responsibility of SPP, not 

its Market Monitor, and have been addressed in the Commission’s Cost  Allocation 

Order.  As such, Golden Spread’s argument is beyond the scope of this proceeding, and 

therefore inappropriate.  Thus, the Commission should disregard Golden Spread’s 

protest. 

5. Disgorgement of Unjust Profits 
 

 East Texas Cooperatives argue that disgorgement of unjust profits is a wholly 

inadequate punishment for market participants that intentionally manipulate markets.51  

In response, SPP simply notes that the requiring disgorgement of ill-gotten gains removes 

the incentive of market participants to engage in attempts to manipulate the market.   

After all, if an entity does not profit from its actions, then it will have no incentive to 

engage in that activity.  Furthermore, as East Texas Cooperatives themselves note, the 

Commission currently limits the remedy for violation of a market behavior rule to 

disgorgement.52  Finally, the ultimate decision on remedies will be made by the 

Commission which will have the authority to order any remedies it is allowed to order 

                                                 
50  See Golden Spread Protest at 11-12. 
51  See East Texas Cooperatives Protest at 14-15. 
52  See id. at 14 (citing Investigation of Terms and Conditions of Pub. Util. Mkt.-

Based Rate Authorizations, 105 FERC ¶ 61,218, at P 151 (2003)). 
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under the Federal Power Act regardless of any remedy proposed by the Market Monitor.  

Therefore, the Commission should disregard East Texas Cooperatives’ comments. 

6. The Market Mitigation Measures 
 

 TDU contend that SPP has not demonstrated that the mitigation measures satisfy 

the FPA’s requirement for just and reasonable rates by attempting to establish that the 

energy imbalance market mitigation measures tolerate significant market power 

exercise.53  However, as demonstrated in the supplemental testimony of Dr. Craig Roach, 

TDU’s proposal fails to balance mitigation with reliability and would discourage new 

investment, whereas SPP’s use of a combustion turbine proxy and the hours of constraint 

reasonably would allow for an appropriate amount of earnings.54  This would promote 

greater investment, which in turn would benefit all market participants.  The Commission 

should therefore reject TDU’s argument. 

E. Attachment AG 

1. Sections 1.3 and 4 

 Regarding Section 1.3, Golden Spread requests that the Commission clarify that 

compensating customers victimized by market manipulation is equally important as 

trying to prevent manipulation in future.55  Golden Spread further states that Section 4  of 

Attachment AG should be amended to clarify that protection of customers from 

manipulation, and compensation to victimized customers are among primary objectives 

of market monitoring.56  Should the June 15 Filing be accepted by the Commission, 

                                                 
53  See TDU Protest at 31-34. 
54  See Supplemental Testimony of Dr. Craig Roach at 8-10. 
55  See Golden Spread Protest at 12. 
56  See id. at 12-13. 
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Golden Spread requests that the Commission clarify that any entitlement to sell in the 

energy imbalance market at market-based rates will be subject to any company-specific 

finding made by Commission with regard to limitations on sales at market-based rates.57   

 In response, SPP states that, as relevant to this argument, its Market Monitor 

proposal is supported by the Commission’s recent policy statement on the role of Market 

Monitors for RTOs and ISOs.58 Specifically, the Market Monitor’s enforcement authority 

is limited to matters that are set forth expressly in SPP’s Tariff, involve objectively-

identifiable behavior, and do not subject market participants to sanctions or other 

consequences other than those expressly approved by the Commission and set forth in 

SPP’s Tariff.59  All other aspects of tariff related enforcement, as well as enforcement of 

the Market Behavior Rules, are the responsibility of the Commission, not the Market 

Monitor.60  SPP assures Golden Spread that the Market Monitor will use its enforcement 

authority to the full extent permitted by SPP’s Tariff and to the extent necessary.  

However, should Golden Spread seek any additional measures, it must make a Section 

206 filing with the Commission, since such matters are outside of the Market Monitor’s 

                                                 
57  See id. at 13. 
58  See Mkt. Monitoring Units in Reg’l Indep. Sys. Operators, 111 FERC ¶ 61,267 

(2005) (“Policy Statement). 
59  See June 15 Filing at Attachment AG, Section 7.1; Policy Statement at P 5. 
60  See Policy Statement at PP 5-6 and Appendix A at P 1; see also Southwest Power 

Pool, Inc., 110 FERC ¶ 61,137, at P 24 (2005) (“February 11 Order”) (“We 
emphasize that ultimately the Commission, not the IMM, has oversight and 
enforcement authority.”). 
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purview.  This is consistent with penalty provisions determined just and reasonable by the 

Commission for other RTOs and ISOs.61 

 Finally, regarding Golden Spread’s clarification request, SPP simply responds 

that nothing in the June 15 Filing is intended to affect the ability or inability of any other 

entity to make sales at market-based rates.  While market-base rate authority is necessary 

to sell at market prices in the energy imbalance market, it is entirely up to the 

Commission to either grant or deny a particular entity market-based rate authority.  As 

such, Golden Spread’s requested clarification is unnecessary, and should therefore be 

rejected.    

2. Sections 3.1, 3.2 and 7.2 

 East Texas Cooperatives and TDU contend that the division of responsibilities 

between the MMU and the IMM is unclear and must be clarified, and that any provisions 

that could cause a conflict of interest must be eliminated.62  In response, SPP notes that 

Section 3.1 of Attachment AG provides that the duties and responsibilities of the IMM 

will be assigned by SPP’s independent Board in accordance with Section 3.17 of SPP’s 

Bylaws.63  Furthermore, Section 3 of Attachment AG states that the specific duties of the 

IMM are defined in the IMM Services Agreement,64 which was conditionally accepted by 

the Commission on October 1, 2004.65  Regarding the division of responsibilities between 

                                                 
61  See Midwest ISO TEMT at Sections 52.3(b) and 65.3.1; NYISO Market Services 

Tariff at Section 1(b). 
62  See East Texas Cooperatives Protest at 16-17; TDU Protest at 51-52. 
63  See June 15 Filing at Attachment AG, Section 3.1. 
64  See id. at Attachment AG, Section 3. 
65  See Southwest Power Pool, Inc., 109 FERC ¶ 61,009, at PP 82-86 (2004), order 

on reh’g, February 11 Order at PP 24-25 (2005). 
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the MMU and the IMM, SPP states that this issue is still being reviewed by SPP through 

its stakeholder process. 

3. Section 4.1 

 East Texas Cooperatives states that SPP should explain how the Market Monitor 

can perform its function effectively if it does not monitor bilateral energy, transmission or 

capacity markets.66  East Texas Cooperatives also requests that SPP clarify the difference 

between directly “monitoring” a particular market and “assessing the impact” of un-

monitored markets on monitored markets, and vice versa.67   

 As can be gathered from East Texas’ second inquiry, the June 15 Filing does 

provide that the Market Monitor will assess the effect of bilateral energy, transmission 

and capacity markets, as well as services not administered, coordinated or facilitated by 

SPP, on SPP’s Markets and Services, and vice versa.68  This language is identical to a 

provision that the Commission had previously approved for another RTO.69  However, 

the June 15 Filing also provides that the Market Monitor will assess the effect of the 

energy, transmission and capacity markets and services in regions adjacent to the SPP 

region on markets and services administered, coordinated or facilitated by SPP, and vice 

versa.70  By specifically extending the Market Monitor’s purview to include markets and 

services in regions adjacent to the SPP region, SPP’s proposal is superior to what the 

Commission has already determined to be just and reasonable.   

                                                 
66  See East Texas Cooperatives Protest at 15. 
67  See id. 
68  See June 15 Filing at Attachment AG, Section 4.1. 
69  See Midwest ISO TEMT at Section 50.2. 
70  See June 15 Filing at Attachment AG, Section 4.1. 
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 As for the difference between directly “monitoring” a particular market and 

“assessing the impact” of un-monitored markets on monitored markets, and vice versa, 

Mr. Robert Janssen’s supplemental testimony submitted separately by the IMM describes 

how the Commission requires that SPP’s Market Monitoring Plan: (a) identify the 

markets that will be monitored and (b) assess the behavior of other markets that impact 

the performance of the RTO’s operations.71  SPP’s proposal uses the same terminology as 

that used by the Commission in Order No. 2000 and identifies: (a) SPP’s Markets and 

Services as the markets that will be monitored and (b) bilateral energy, transmission and 

capacity markets and services not administered, coordinated or facilitated by SPP as the 

other markets that the Market Monitor will assess for impacts on the performance of 

SPP’s operations.72  Mr. Janssen also provides a specific example demonstrating the 

reasonableness of SPP’s proposal.73 Therefore, Section 4.1 of Attachment AG warrants 

approval. 

4. Section 6 

 East Texas Cooperatives state that Attachment AG’s notification provisions could 

allow market participants to unduly influence the Market Monitor, and that SPP should 

clarify that the Market Monitor will notify the market participant at the same time or after 

it notifies the Commission and SPP’s Board of its findings.74  SPP has included this 

provision to ensure that, when the Market Monitor conducts an investigation, it has as 

much information as possible so that it does not make an improper determination.  The 

                                                 
71  See Supplemental Testimony of Robert Janssen at 16 (“Janssen Testimony”).  
72  See id. 
73  See id. 
74  See East Texas Cooperatives Protest at 17-18. 
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purpose of this provision is to avoid referring a legitimate practice to the Commission as 

an exercise of market power or an attempt to manipulate the market.  SPP’s proposal is 

similar to provisions that the Commission has previously approved for other RTOs and 

ISOs requiring the Market Monitor to contact a market participant engaging in conduct 

that exceeds market thresholds or has a substantial or material effect on the market in 

order to request an explanation of the conduct.75  SPP therefore submits that its proposal 

is just and reasonable, and warrants Commission approval. 

5. Section 7.1 

 Golden Spread argues that Section 7.1 should be revised to require the Market 

Monitor to remedy market power abuse or design inefficiency, provided such a remedy is 

within IMM’s enforcement powers.76  Golden Spread further opines that the Market 

Monitor should be free to engage in discussions with any parties it deems may have 

information helpful to its investigation, regardless if such discussions are necessary.77 

 Regarding Golden Spread’s first request, SPP reiterates its previous statement that 

the Market Monitor will use its enforcement authority to the full extent permitted by 

SPP’s Tariff and Commission policy.  However, should Golden Spread seek any 

additional measures, it must make the appropriate filing with the Commission.  Golden 

Spread itself recognizes as much by noting that enforcement by the Market Monitor is  

limited to matters that are expressly set forth in SPP’s Tariff, involve objectively- 

                                                 
75  See ISO-NE Transmission, Markets and Services Tariff at Section III, Appendix 

A, Section III.A.3.1.1; Midwest ISO TEMT at Section 64.3; NYISO Market 
Services Tariff at Attachment H, Section 3.3. 

76  See Golden Spread Protest at 13. 
77  See id. at 13-14. 
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identifiable behavior, and do not subject market participants to sanctions or other 

consequences other than those expressly approved by the Commission and set forth in 

SPP’s Tariff.78   

 As for Golden Spread’s second request, SPP assures Golden Spread that the 

Market Monitor will be free to engage in discussions with any parties it deems may have 

information helpful to its investigation. 

6. Section 7.2 

 Golden Spread requests clarification that the Market Monitor will be required to 

report any weaknesses or failures in market design whenever the Market Monitor 

determines that prices for certain markets and services are not just and reasonable, even if 

only the case in certain locations or certain time periods, and that such reports should be 

made public.79  In response, SPP reiterates that the June 15 Filing contains several 

provisions that are sufficiently broad to address Golden Spread’s concerns, and that these 

provisions are similar to the reporting provisions the Commission previously approved as 

just and reasonable for other RTOs.80 

7. Compliance with Commission Policy Statement 

 East Texas Cooperatives and SWICC highlight the fact that the June 15 Filing 

was submitted prior to the recent issuance of the Commission’s Policy Statement on 

Market Monitoring Units,81 and that SPP’s proposal should comply with the Policy 

                                                 
78  See id. at 13, n.12. 
79  See id. at 14. 
80  See, e.g., Midwest ISO TEMT § 52.3; PJM Tariff, Attachment M.   
81  See Policy Statement.  
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Statement.82  SPP agrees with such comments, and has already committed to undertake a 

review to consider what changes, if any, are required to Attachments AG and AF to 

comply with the Policy Statement.83  Should SPP determine that any modifications are 

necessary, it will submit a revised filing to the Commission for its review.  East Texas 

Cooperatives and SWICC may raise any issues they deem appropriate at that time.  As 

the Commission issued this policy statement after most of the stakeholder process on the 

filing had been completed, SPP chose to go ahead with the filing while recognizing that 

revisions may be required to ensure compliance with the Commission’s Policy Statement.   

F. Attachment AH 

 1. Paragraph 7 

East Texas Cooperatives request that a provision should be included into 

Paragraph 7 of Attachment AH allowing a customer to propose amendments to the terms 

and conditions of the Service Agreement.84  East Texas further contends that SPP should 

clarify whether any such proposed amendment would be required to satisfy the Mobile-

Sierra “public interest” standard or the “just and reasonable” standard.85 

The Commission should reject both of these requests.  First, SPP simply notes 

that Paragraph 7 of Attachment AH is identical to a Form of Service provision previously 

accepted by the Commission.86  Furthermore, regarding East Texas Cooperatives’ first 

request, the standard procedure for customers seeking to amend an agreement is to file a 

                                                 
82  See East Texas Cooperatives Protest at 18-19; SWICC Protest at 6. 
83  See June 15 Filing at 3. 
84  See East Texas Protest at 19. 
85  See id. at 19-20. 
86  See NYISO Market Services Tariff at Attachment A, Section 2.0. 
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complaint under Section 206 of the FPA,87 and there is nothing in Attachment AH that 

would preclude a customer from submitting such a complaint.  East Texas Cooperatives 

provides no justification for including a provision permitting customers to propose 

amendments.  In fact, customers have no right under Section 205 of the FPA to submit 

tariff changes; their rights are under Section 206 and they maintain those rights under the 

Service Agreement.  For example, the form of Service Agreement refers to the terms and 

conditions of the SPP Tariff and Section 9 of the SPP Tariff clearly provides customers 

rights under FPA 206.  As for East Texas Cooperatives’ second request, SPP submits 

that, as shown by the clear language of the form of service agreement, it is not a Mobile-

Sierra contract as it allows SPP to submit proposed amendments and it does not preclude 

206 filings by customers.88  Therefore, the Commission should reject East Texas 

Cooperatives’ requests. 

 2. Lack of Indemnification Language 

East Texas Cooperatives argues that SPP should include provisions under which 

SPP and the customer agree to indemnify each other against any claims arising out of 

actions SPP or the customer perform pursuant to Attachment H or SPP’s tariff, except in 

cases of negligence or intentional wrongdoing.89  In response, SPP reiterates that the 

Commission has previously approved a substantially similar Form of Service Agreement 

                                                 
87  See, e.g., New Eng. Power Pool, 83 FERC ¶ 61,045, at 61,242, n.93 (1998) 

(Order No. 888, at 31,664) (customers under an existing contract may file a 
Section 206 request that a particular contract be revised and demonstrate that the 
contract is no longer just and reasonable). 

88  See June 15 Filing at Attachment AH, Paragraph 7. 
89  See East Texas Cooperatives Protest at 20.  
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that did not contain any indemnification language.90  Moreover, SPP submits that it 

would be inappropriate to include such language in Attachment AH.  Indemnification 

obligations are adequately addressed in SPP’s Tariff, as evidenced by the Commission’s 

recent order conditionally accepting SPP’s revised indemnification Tariff provisions.91  

Therefore, the Commission should reject East Texas Cooperatives’ request. 

G. Miscellaneous Issues 

 Empire and Midwest request Commission clarification that, once SPP begins to 

perform the energy imbalance market, applicants for market-based rates will be allowed 

to treat the market covered by the SPP tariff as the default relevant market for purposes of 

calculating the generation market power screens.92  SPP supports such a clarification, 

which would be consistent with previous statements by the Commission.93  In response, 

SPP notes that such Commission clarification would provide an incentive for 

transmission owners to both join and stay in the SPP RTO.   

Golden Spread argues that Locational Marginal Pricing should not be 

implemented in a transmission-deficient area such as SPP.94  The answer to this is two-

                                                 
90  See NYISO Market Services Tariff at Attachment A. 
91  See Southwest Power Pool, 112 FERC, at PP 36-44 (2005). 
92  See Empire Comment at 3; Midwest Comments at 4-6. 
93  See AEP Power Mktg., Inc., 107 FERC ¶ 61,018, at P 188 (2004) (stating that 

once SPP becomes a single market and performs functions such as single central 
commitment and dispatch with Commission approved market monitoring and 
mitigation, SPP would be considered to have a single geographic market for 
purposes of the Commission’s generation dominance screens). 

94  See Golden Spread Protest at 4-6. 



 44

fold.  First, SPP’s proposal regarding LMP follows Commission precedent.95  Second, to 

the extent that there is a market power problem it is the job of the market monitor to 

monitor and report on those problems.  The filing also includes certain measures 

applicable to areas in which transmission is deficient.96   

 The Midwest ISO notes the lack of an executed agreement between SPP and the 

Midwest ISO to address market-to-market operations or to incorporate other 

modifications to SPP-Midwest ISO Joint Operating Agreement.97  SPP has in fact 

committed to address such issues to the start of the energy imbalance market, and 

recognizes that additional work remains to be completed on this matter.  However, the 

June 15 Filing will not go into effect until March 1, 2006.  Therefore, the Midwest ISO’s 

inquiry is premature at this point.  Once the Commission accepts the basic structure of the 

SPP market, SPP will then be able to determine what if any work needs to be done on 

further seams agreements or modifications to existing ones. 

 The Midwest ISO also posits that SPP should address its plans to participate in the 

Joint and Common Market with the Midwest ISO and PJM, as well as the costs and 

benefits of using energy markets to manage congestion.98  These are outside of the scope 

of this filing.  SPP has obligations under the orders accepting its RTO status and it 

intends to comply with those obligations.  As shown by those orders, SPP is not required 

                                                 
95  See Midwest Indep. Transmission Sys. Operator, Inc., 102 FERC ¶ 61,196, at P 

30 (2003) (finding that an energy imbalance market based on LMP is consistent 
with Commission policy). 

96  See supra Section D.1 and applicable footnotes. 
97  See Midwest ISO Comments at 3. 
98  See id. at 4. 
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at this time to commit to an LMP congestion management system as the Midwest ISO 

suggests.99   

 SWICC argues that the Charles River Associates cost-benefit study (“Study”)100 

conducted for the RSC fails to demonstrate sufficient net benefit from energy imbalance 

implementation.101  In response, SPP simply reiterates that it submitted the June 15 Filing 

in compliance with the Commission’s directives.102  Moreover, the Study explicitly found 

that the implementation of an energy imbalance market within SPP would provide 

optimal aggregate trade benefits of $614 million over the 10-year study period to the 

SPP’s transmission owners.103  The Study also found that the energy imbalance market 

“is estimated to provide considerably more benefits than costs, with the net benefits being 

$373 million to [SPP’s] transmission owners under the SPP [T]ariff over the 10-year 

study period.”104  The Study further described how the qualitative benefits of the market 

included the improved transparency and improved price signals that can be expected in 

the long-run from implementing a formal nodal energy imbalance market.105  Therefore, 

the Study conclusively demonstrates that the SPP energy imbalance market will produce 

sufficient net benefits to justify the implementation of the market. 

                                                 
99  See Southwest Power Pool, Inc., 109 FERC ¶ 61,010, at PP 59-60 (2004). 
100  The Study cay be viewed on SPP’s website at 

http://www.spp.org/publications/CBA_final_04-23-2005.pdf 
101  See SWICC Protest at 8-12. 
102  See June 15 Filing at 2-3. 
103  See Study at IX. 
104  Id. 
105  See id. at XVI. 
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 Westar/KGE state that the Commission should require SPP to outline its planned 

procedure and theory to calculate NSI values in the context of the energy imbalance 

market.106  In response, SPP states that this matter will be addressed in the Market 

Protocols, which currently are being developed.  

                                                 
106  See Westar/KGE Comments at 6. 
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 II. CONCLUSION 

 As shown herein, SPP’s June 15 Filing is in the public interest, as it will facilitate 

the establishment of a real-time energy imbalance market, in compliance with the 

Commission’s directives.  Therefore, the Commission should disregard the discussed 

comments, protests and requests for rejection, modification or clarification filed in this 

proceeding, and accept SPP’s June 15 Filing. 
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