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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

) 
Southwest Power Pool Inc.                                       )                       Docket No. ER26-2249-001 
                                                                                 )      
                    

CLEAN ENERGY ORGANIZATIONS’ PROTEST OF SOUTHWEST POWER POOL’S 
PROPOSED DEMAND RESPONSE AND PEAK DEMAND ASSESSMENT POLICY 

 
I. Introduction 

 
Pursuant to Rule 211 of the Federal Energy Regulatory Commission’s (“FERC” or “the 

Commission”) Rules of Practice and Procedure,1 Natural Resources Defense Council, Sierra Club, 

Sustainable FERC Project, and Advanced Power Alliance,2 together Clean Energy Organizations 

(“CEOs”), submit this protest to the proposed tariff revisions that Southwest Power Pool, Inc. (“SPP”) 

originally filed with the Commission on April 17, 2026,3 and then substantially amended on May 6, 

2026,4 in order to establish a new demand response policy and resource adequacy sufficiency 

assessment, the “Peak Demand Assessment” (“PDA”). 

As the following sections explain, what began as a well-intentioned effort to expand and 

modernize the market offerings that are available to demand-side resources—which CEOs support—has 

over time morphed into a sprawling, incoherent policy that was proposed over the pointed objections of 

the majority of SPP’s stakeholder body. This policy would produce different sets of standards for 

valuing demand response programs in resource adequacy requirements and set up a penalty/forecasting 

 
1 18 C.F.R. § 385.211 (2025). 
2	The	views	and	recommendations	contained	in	this	filing	reflect	the	position	of	the	Advanced	Power	Alliance	in	its	
capacity	as	a	trade	organization	representing	a	diverse	membership.	They	should	not	be	construed	to	represent	the	
unanimous	views	of	all	individual	member	companies.	
3 Sw. Power Pool, Inc., Submission of Tariff Revisions Regarding the Peak Demand Assessment and Demand Response, 
Docket No. ER26-2249-000 (Apr. 17, 2026), Accession No. 20260417-5228 (hereinafter “Initial Proposal”). 
4 Sw. Power Pool, Inc., Amendment to Tariff Filing, Docket No. ER26-2249-001 (May 6, 2026), Accession No. 20260506-
5103 (hereinafter “Revised Proposal”). 
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program with uncertain consequences that could undermine the very policy objectives it is supposed to 

be addressing.  Not only would the proposal result in policies that were unjust and unreasonable, it 

would create perverse operational and reporting incentives that threaten to leave SPP poorer and less 

reliable than it currently is under the existing tariff.  For these reasons, CEOs respectfully request that 

the Commission reject SPP’s tariff revisions. 

II. SPP’s Highly Contentious Stakeholder Process Underscores the Many Flaws in the 
Current Proposed Tariff  

 
SPP correctly states that RR 703, the revision request that established the Demand Response and 

Peak Demand Assessment policy, was “reviewed” by multiple stakeholder groups during the period 

between Q4 2025 and Q1 2026. However, that characterization omits critical context: the stakeholder 

process surrounding this revision request was highly contentious, and the proposal struggled to (and in 

some cases, outright failed to) receive the stakeholder working group approvals that SPP typically 

requires before advancing a policy and filing for Commission review. It certainly fell short of the 

general consensus SPP typically heralds as the “hallmark” of its stakeholder process.  

Most notably, on January 13, the Markets and Operations Policy Committee (MOPC), SPP’s 

highest stakeholder policy approval body, voted not to approve the policy in its entirety. That vote 

revealed substantial cross-sector opposition, especially from the alternative power, cooperative, federal 

agency, large retail, public interest and state agency sectors. Furthermore, the Market Monitoring Unit 

(MMU) also raised significant concerns about the policy that remain unresolved.  In the end, the only 

action the stakeholder body could agree upon was that it was necessary to remand the policy back to the 

working groups for further refinement.  Despite this alignment, on February 3, going against the 

recommendation of the majority of the SPP membership, over the concerns of its own market monitor, 

and in a departure from established norms, the SPP Board of Directors proceeded to approve the policy 
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without modification. SPP’s failure to obtain anything close to a consensus is reflective of the many 

problems that remain unresolved in the final filing. 

III. SPP’s Proposed Tariff Revisions Will Lead to Unjust and Unreasonable Rates by 
Encouraging Inefficient Use of Demand-Side Resources  

 
The proposed tariff revisions establish a two-tiered structure for demand-side resource 

enrollment, participation, and accreditation, distinguishing between demand-side resources that are 

treated as supply (registered) and those that are treated as load modifiers (non-registered).5  

Within the supply-side category, the proposed tariff language delineates two categories of 

Registered Demand Response Resources (RDRRs): Market-Registered Demand Response Resources 

(MRDRRs) and Reliability Registered Demand Response Resources (RRDRRs).6 The RRDRR 

subcategory includes two registration options: one for demand-side resources with availability during 

Energy Emergency Alert (EEA) events (starting at EEA level 1), and another for those with availability 

during Conservative Operations events (which occur prior to EEA events).7 Under the proposed 

framework, all RDRRs are subject to robust performance accountability, dispatchability, and 

controllability requirements,8 as well as a stringent accreditation methodology intended to accurately 

measure their contribution to system reliability based on their actual availability during the set of hours 

they are expected to be available.9 

The proposed tariff language does not define specific load-modifying demand-side resource 

types or qualifications, instead allowing Load Responsible Entities (LREs) to use such resources as load 

 
5 DR/PDA Transmittal Letter at 9.  
6 Id. at 6.  
7 Id.  at 9 and Section 2.0 of Attachment AA, ‘Definitions’   
8 DR/PDA Transmittal Letter at 30; see also Section 7.7 of Attachment AA.  
9 DR/PDA Transmittal Letter at 13-14. CEOs note that there is also an inconsistency in the accreditation of MRDRRs and 
RRDRRs, where MRDRRs are evaluated based on their availability across the entire year (with no particular focus on high-
risk periods), and RRDRRs are evaluated based entirely on their availability during high-risk periods. While the difference 
here is not as extreme as that between the Supply-Side DRs and Load Modifying DRs, it is unclear why the disparity of 
treatment is justifiable.  
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modifiers in Non-Registered Demand Response (NRDR) programs.10 NRDRs are mostly local programs 

intended and designed for use by LREs to reduce their non-coincident peak (NCP) load obligations 

rather than to meet SPP’s reliability needs. As a result, they encompass a broad category of demand-side 

resources that SPP does not have visibility into:11 under SPP’s proposed tariff, NRDRs are not subject to 

comparable accountability, reporting, verification, or controllability requirements,12 nor are they held to 

enforceable performance standards analogous to those applicable to RDRRs.13  

As the following sections explain, even though NRDRs provide less operational value and 

contribute less to regional resource adequacy than RDRRs, SPP’s proposal here creates structural 

incentives for LREs to register demand-side resources in NRDR programs rather than as RDRRs.14  As a 

result, the proposal will produce inefficient outcomes that are neither just nor reasonable.  This alone 

should lead the Commission to reject the proposal: the Commission’s consideration whether a proposal 

establishes just and reasonable rates should always consider both its formal design and its practical 

impacts, including whether any incentives it creates promote efficient resource utilization and just and 

reasonable rates. 

A. NRDR programs provide less value to the SPP region than RDRRs.  
 
Fundamentally, the value of the NRDR framework to SPP is limited both by the fact that they are 

designed to serve individual LRE obligations, rather than system-wide needs, and that these resources 

are subject to minimal operational oversight. Both of these attributes contrast sharply with RDRRs, 

which are required to deploy during periods of regional need and subject to robust performance 

 
10 Id. at 11-12.  
11 Id. at12.  
12 Id. (As attested to by SPP, the BA “lacks visibility of and control over Non-Registered Demand Response Programs.”)  
13 Id. 
14 Id.  (SPP states that “from a reliability perspective, a Non-Registered Demand Response Program has the potential to 
detrimentally affect the system by the mere fact that the reliability coordinator and balancing authority have no operational 
visibility.”)  
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requirements. As a result, NRDRs provide comparatively lower operational value to the balancing 

authority than RDRRs.   

1. The NRDR construct neither incentivizes nor effectively tracks deployment of 
demand-side resources during SPP’s highest-risk hours.  

 
Under SPP’s existing resource adequacy framework, each LRE is required to meet its resource 

adequacy obligation based on its individual non-coincident peak demand (NCP).15 NCP-based resource 

adequacy constructs like SPP’s assign resource adequacy obligations (i.e., capacity procurement 

requirements) based upon each individual LRE’s NCP, which is not necessarily aligned with the timing 

of regional coincident peak conditions that drive system-wide reliability needs. In fact, across SPP’s vast 

footprint, the NCP periods of the RTO’s 64 LREs frequently diverge from regional coincident peak 

demand periods.16  

SPP’s NRDR framework allows LREs to deploy load modifiers to reduce their own forecasted 

NCP demand to satisfy their resource adequacy requirements.17 Because LREs’ resource adequacy 

obligations tie to their NCP load rather than SPP-wide coincident peak conditions and NRDRs are 

credited against those NCPs, demand-response resources in these programs will be inherently optimized 

to minimize individual LREs’ NCPs rather than to respond to system-wide reliability needs. The result is 

a structural misalignment between the conditions under which NRDR resources are incented to deploy 

and the periods during which the SPP system is actually capacity constrained. For example, an evening-

peaking LRE has no incentive to deploy NRDR during a midday summer system peak, because such 

deployment would not reduce its own NCP obligation even though that period corresponds to a 

regionally critical peak. 

 
15 Id. at 2. See also Tariff, Attachment AA § 2.0 (definition of Resource Adequacy Requirement). 
16 SAWG Meeting Materials, April 2025, Astrape Consulting report on Coincident vs. Noncoincident Load Forecast 
Planning, 4/26/2017, slide 4. Available at: 
https://www.spp.org/Documents/76551/SAWG%20Meeting%20Materials%2020260429_new.zip 
17 DR/PDA Transmittal Letter at 12.  
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The RDRR enrollment option, on the other hand, was designed to align demand-side resource 

deployment with times of region-wide operational needs. These needs are reflected in the SPP LOLE 

models upon which the Resource Adequacy requirements are calculated. Whether an RDRR is market-

registered (and therefore called upon by the market like all other Resource types) or reliability-registered 

(and therefore called upon by SPP during Conservative Ops or EEA1 system-wide emergencies), it will 

be subject to dispatch and performance expectations tied to regional operational needs.18 This means that 

all RDRR deployments will be optimized to serve regional needs.  

This comparison underscores a fundamental difference in the value NRDRs and RDRRs provide 

to the balancing authority: NRDRs primarily serve LRE-specific needs with limited alignment to real-

time regional needs, whereas RDRRs programs are designed to respond to conditions that matter most 

for regional operational reliability. Accordingly, RDRRs definitionally provide greater operational value 

to SPP during periods of regional stress compared to NRDRs. 

2. SPP has less oversight and control over NRDRs than over RDRRs  
 

SPP’s proposal also establishes much less stringent operational and administrative standards for 

NRDRs as compared with RDRRs, resulting in imbalanced treatment of the two demand-side resource 

categories.  The NRDR enrollment option provides SPP with no meaningful operational visibility into 

NRDR availability: under the proposed framework, LREs are solely responsible for administering 

NRDRs and may self-attest to available capacity in resource adequacy submissions without independent 

verification.19 And there is no difference in accreditation among these NRDR programs based on the 

length of time deployed, the number of times they can be used, or how they actually perform (if at all) 

when needed by SPP.  

 
18 Id. at 9.  
19 SPP, BPM 8100 Section 4.2 
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As part of this, LREs face no requirements for metering or pre-season testing on NRDRs.20 SPP 

does not merely acknowledge this—it identifies it as a key weakness of the NRDR program.  SPP 

identifies its lack of “visibility of and control over Non-Registered Demand Response Programs” as 

introducing “the potential to detrimentally affect the system by the mere fact that the reliability 

coordinator and balancing authority have no operational visibility.”21 This lack of operational visibility 

for NRDRs stands in sharp contrast to the comprehensive availability requirements and verification 

standards applicable to RDRRs.22 SPP could have required separate metering for NRDRs to help ensure 

visibility of the deployment of them just as they have done with RDRRs, but chose not to do so. 

The proposal also fails to establish any semblance of an enforceable performance accountability 

framework over NRDRs. Not only does SPP have no visibility into the performance of NRDRs, it has 

no direct control over dispatch of resources within NRDRs: it does not implement any method to require 

NRDR resources to respond during system emergencies, and it has no authority to direct their 

curtailment or deployment during any other periods. SPP also does not require measurement of actual 

NRDR deployments, does not track whether claimed reductions occur during system events, and does 

not impose penalties or consequences for non-performance. As a result, SPP has no direct mechanism to 

ensure that—or even determine whether—NRDR resources are actually performing when claimed, or 

whether claimed load reductions are actually sustained during relevant NCP conditions or EEA events.  

All of this contrasts with SPP’s regulatory oversight over RDRRs, which are subject to a 

rigorous, performance-based accreditation framework that ties accredited capacity to demonstrated 

availability and operational capability. These resources must satisfy stringent requirements related to, 

visibility, performance, availability, and controllability, and their accredited value is correspondingly 

 
20 SPP, BPM 8100 Section 4 
21 DR/PDA Transmittal Letter at 12.  
22 Id. at 81.  
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adjusted based on those factors.23 As part of this, RDRRs must be available to respond under a range of 

system conditions, including system-wide emergency events.24  RDRRs are also required to go through 

comprehensive capability and performance evaluations ex ante in order to be treated as dependable 

accredited capacity for resource adequacy purposes.25  

The contrast between SPP’s rigorous verification, performance accountability, and operational 

control requirements for RDRRs and the complete absence of such protections for NRDRs results in a 

regime in which demand-side resources registered as NRDRs are less operationally reliable for SPP 

compared to registered demand-side resources.  This disparity directly affects the relative operational 

value of demand-side resources to the balancing authority: resources with performance that is measured, 

verified, and subject to enforceable accountability measures provide greater reliability value to the 

region than resources that lack such requirements. 

B. NRDR programs provide more value to individual LREs than RDRRs, which 
creates a perverse incentive for LREs to push NRDR programs to SPP’s detriment.  

 
Even though NRDRs provide less value and increase uncertainty risk for reliability to the SPP 

region for the reasons described above, they receive disproportionately higher accreditation relative to 

RDRRs. This disparity drives inefficient demand-side resource enrollment decisions and results in 

unjust and unreasonable rates. 

Under SPP’s proposal, NRDR programs are afforded a structural accreditation advantage 

because they are treated as load modifiers. SPP allows load modifiers to directly “lower an LRE’s load 

obligation and negate the need to carry planning reserves.”26  Conversely, RDRR resources are treated 

as supply-side resources, meaning that the underlying load remains subject to planning reserve 

 
23 Id. at 13-14 and 30.   
24 Id. at 9 and 30.  
25 Id. at 30; see also Section 7.7 of Attachment AA.  
26 DR/PDA Transmittal Letter at 12.  
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requirements.27 The practical effect of this distinction is that the same demand-side resource would 

receive higher accreditation if enrolled as a NRDR than if enrolled as a RDRR. NRDRs receive 

accreditation equal not only to the associated load reduction, but also to the avoided planning reserve 

margin that would otherwise have to be procured if that load were instead enrolled as a RDRR. 

This discrepancy in accreditation outcomes is deeply inefficient. It would already be inefficient if 

the two demand-side resource types were equivalently valuable to SPP: two otherwise equivalent 

resources should never receive materially different accredited values solely based on whether they are 

enrolled in one program or another.  But the inefficiency here is heightened by the fact that, as explained 

in the section above, the more operationally valuable resources (RDRRs) are being set up to receive 

structurally lower accreditation.  In fact, under certain circumstances, an RDRR that performs perfectly 

when called upon by SPP could receive less accredited value than an NRDR that never performs.  

The disparity in accredited value is not a hypothetical concern: because the same resource can 

choose whether to register as a RDRR or as part of a NRDR program, the imbalance in accreditation 

outcomes has practical implications for demand side resource enrollment decisions. By assigning greater 

value to NRDR programs while also imposing fewer operational and administrative requirements on 

those resources, SPP’s proposal creates a clear economic incentive for LREs to favor NRDR enrollment 

for their demand-side resources over RDRR enrollment. This outcome is directly at odds with efficient 

market design because it will steer resources into the enrollment category that less benefits the region: 

SPP will constrain its own access to registered demand response capability by incentivizing LREs to 

enroll demand-side resources as NRDRs, to the detriment of system-wide reliability and affordability.  

The Commission is required to ensure that resource adequacy and accreditation constructs are 

just and reasonable; because SPP’s framework fails to meet that standard, it should be rejected. 

 
27 Id. 
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IV. SPP’s Peak Demand Assessment Proposal Will Cause Unjust and Unreasonable Rates 
by Creating a Resource Adequacy Construct that is Ripe for Manipulation  

 
Putting aside the market inefficiencies wrought by funneling more demand-side resources away 

from the RDRR category and into the NRDR enrollment category, the Commission should also reject 

the proposed tariff revisions because they introduce a post hoc resource adequacy sufficiency 

assessment, the PDA, which would punish utilities who successfully meet their projected peak demand 

if they happen to fall too far short of actual demand.  This new resource adequacy sufficiency evaluation 

would skew, and ultimately unbalance, utility load and weather forecasting in a way that could prove 

harmful both to ratepayer pocketbooks and potentially to the operational reliability of the grid.  It would 

also introduce new incentives for LREs to engage in counterproductive behavior to hedge against 

deficiency risk. Independently of the problems identified above relating to the broader demand response 

policy, SPP’s PDA proposal is by itself reason to reject the filing. 

A.  Peak Demand Assessment is not the right tool to measure NRDR performance, and 
SPP’s weatherization adjustment makes it worse. 

 
SPP has suggested that PDA is needed to provide “guardrails” to ensure that NRDRs (i.e. the 

non-registered load modifiers that are used by LREs to reduce their NCP load projections) actually 

perform to their claimed capacity.28  In making this suggestion, SPP reveals its discomfort with having 

demand-side resources that are used to reduce load projections sit outside of its direct control.  CEOs 

can understand why SPP would like more visibility and control over these resources—but unfortunately, 

the RTO’s chosen mechanism to achieve oversight and ensure NRDRs are deployed to serve the system 

is poorly designed and will in fact achieve the opposite outcome.  Instead, the PDA would reduce 

forecast accuracy and further hamper SPP’s ability to ensure that NRDRs are deployed when optimal 

from an SPP-wide perspective, or even when needed by LREs to meet their NCP load.  

 
28 Id. at 7-8. 
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PDA does not directly evaluate NRDR deployment or performance: it is a broad, post hoc 

resource adequacy sufficiency assessment, which necessarily encompasses a much broader set of inputs 

than a pure, granular assessment of NRDR deployment.  This makes it remarkably unsuited to 

evaluating specific performance of NRDR programs, even as it brings in other aspects of LRE resource 

adequacy planning that, as explained above, are working just fine without an SPP-imposed penalty 

structure.  SPP has not provided any justification for using a broad resource adequacy sufficiency 

assessment to test the performance of one specific metric.  In the absence of a compelling justification 

for this proposal, the Commission must reject it because it will impose unjust and unreasonable rates on 

SPP ratepayers.   

Separately and in addition to this central failing, SPP also has not provided any justification for 

its refusal to take up stakeholder-recommended NRDR assessment alternatives—including a more 

granular assessment of meter data submitted by LREs to evaluate the performance of NRDRs or 

otherwise empowering LREs to provide more information relating to NRDR dispatch on a post-hoc 

basis—that could have avoided the secondary reliability and affordability issues PDA will create that 

CEOs identify below.  SPP’s insistence on an overly broad NRDR evaluation mechanism that creates 

these problems in the face of workable alternatives underscores its unjustness and unreasonableness. 

The impropriety of using PDA as a NRDR assessment tool is exacerbated by a major addition to 

the PDA in the stakeholder process, which SPP added to insulate LREs from responsibility for any 

under-projections that result from extreme weather events:  a weather normalization of actual peak 

demand. Importantly, SPP is not proposing to weather normalize all hours in a season to identify each 

LRE’s actual, weather normalized peak, but instead plans to weather normalize the single hour of each 

LRE’s actual NCP.  This normalization is intended to insulate LREs from accounting for extreme 

weather events such as heat waves. In its core operation, the policy would adjust an LRE’s actual NCP 
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load downward based on a weather normalization methodology intended to reflect what that peak load 

might have been in a “normal” season, before comparing it to that LRE’s  corresponding pre-season 

accredited capacity. This will give LREs a free pass during the most extreme weather events and instead 

place squarely on SPP’s shoulders the risk associated with such events, by excusing LREs for surging 

loads. PDA also fails to ensure that a utility’s highest weather-normalized NCP load is consistently 

captured: by looking only at the one moment of peak demand and revising downward, SPP’s proposal 

forecloses the possibility that an LRE might hit its weather-normalized peak load during mild weather. 

B. PDA will incentivize LREs to provide inaccurate information to SPP   
 

The PDA policy introduces clear incentives for LREs in the region to overstate certain aspects of 

their forecasting, without any meaningful controls or guardrails to prevent such conduct.  This outcome 

is particularly problematic because SPP identified improving forecast accuracy as a central purpose of 

the PDA policy in the first place.29 The following two sections explain two different ways in which the 

implementation of the PDA would likely degrade the quality and accuracy of LRE forecasts.   

1. PDA will drive less accurate load forecasts.  

The most obvious downside of imposing penalties based on a post-hoc assessment of weather 

normalized actual load compared to pre-season accredited capacity that only punishes deficiencies is 

that it creates an asymmetric incentive for LREs to plan for higher projected loads in their pre-season 

preparation.  Larger load projections will, in turn, drive LREs to invest in more resources to ensure that 

pre-season capacity values are higher.  But although SPP’s filing emphasizes the risk of under-

projection,30 it ignores the risk of over-projection.  This is improper: it is well established by now that 

any resource adequacy protocol must balance reliability risks on one hand against the risk of 

 
29	Sw.	Power	Pool,	LRE	Peak	Demand	Assessment	Proposals,	Supply	Adequacy	Working	Group	Session	Materials	(July	
2025)	at	8,	available	at	https://www.spp.org/spp-documents-
filings/?id=76416#:~:text=SAWG%20Meeting%20Materials%2020250723%2D24	(compendium	of	documents).	
30	DR/PDA	Transmittal	Letter	at	6.	
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unnecessarily high prices on the other. No projection is perfect of course, but SPP’s LREs have a long 

and positive history of mostly getting it right: from 2018-2025, the majority of LREs, including the vast 

majority of SPP’s largest LREs, have consistently over-projected their expected demand, which belies 

SPP’s concerns and underscores the danger of further incentivizing over-projection of demand.31  In 

focusing on under-projections, this proposal significantly increases the risk that LREs, in a bid to avoid 

post-hoc penalties, instead pay for more capacity than they need to meet the region’s 1-in-10-years Loss 

of Load Event standard.  That excess capacity costs money, and ratepayers in the region will inevitably 

be left holding the bag.  As a general policy matter, SPP’s over-emphasis of one directional risk over 

another is unjust and unreasonable, and in a vacuum will lead to needlessly inflated energy prices. 

2. LREs will be incentivized to overstate the load impact of extreme weather events 

SPP’s PDA proposal introduces additional problems based on lack of uniform weather 

normalization methodologies across LREs.  SPP does not require a standardized methodology that will 

apply to all LREs consistently.  Under the policy, SPP will allow each LRE to submit its own weather 

normalization methodology for the assessment: the filing does not include any details of exactly how 

most weather normalization might proceed, and its reference to New Business Practice 8600 makes clear 

that SPP intends for the most part to rely on LREs to develop their own weather normalization 

methodology, with SPP only providing a standardized methodology to LREs that don’t have the 

capacity to create their own.32  The decentralized process SPP envisions here is a problem: in refusing to 

develop a centralized standard procedure, SPP is failing in its obligation to ensure that the result of this 

weather normalization is just and reasonable and consistent with Federal Power Act requirements.  The 

 
31 Sw. Power Pool, Inc., Peak Demand Assessment – Threshold Discussion, Supply Adequacy Working Group Session 
Materials (May 2025) at 8-31, available at https://www.spp.org/spp-documents-
filings/?id=76416#:~:text=SAWG%20Meeting%20Materials%2020250529%2D30 (compendium of documents) 
32 RR 703 Demand Response, New Business Practice 8600, Secs. 3, 6, available at https://www.spp.org/spp-
documentsfilings/?id=21069.  
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Commission cannot approve a process that has no real safeguards to ensure that weather normalized 

actual load, which constitutes the baseline for resource adequacy sufficiency under PDA, is being fairly 

assessed. 

The need for both SPP and Commission oversight here is particularly pressing because the policy 

creates clear incentives for LREs to manipulate their submitted weather normalization methodologies to 

avoid deficiency payments.  An LRE providing SPP with an estimate of its peak load in the context of a 

“normal” weather year has every incentive to exaggerate the sensitivity of that projection to extreme 

weather, because doing so will ease its exposure to PDA penalties for having load surge during extreme 

weather events.  This temptation will remain even as LREs’ projected load growth is increasingly 

dominated by weather insensitive loads like data centers, increasing the risk that LREs’ assessment of 

their weather sensitivity deviates from LREs’ actual weather sensitivity. And while SPP has said it will 

provide oversight over these processes, it has not provided any standardized methodological 

requirements, nor has it described how that oversight might proceed. The uncertain interpretation of the 

proposed policy leaves SPP’s subjective view of what constitutes an acceptable forecast subject to 

speculation and potential manipulation, which will result in chilling effects on sales of accredited 

capacity. In the end it leads to higher rates for consumers than is necessary.     

C. PDA will lead to counterproductive market behaviors by LREs 

The PDA proposal is also unjust and unreasonable because it will incentivize LREs to engage in 

counterproductive behaviors that will undermine the key benefits the overall tariff revisions are designed 

to realize and introduce new reliability risks.  The following sections describe two such behaviors. 
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1. PDA will incentivize LREs to deploy LMRs strategically to manage weather-
normalized load instead of actual load. 

 
Another downside of SPP’s weather normalization process is that it could expose LREs to 

problematic incentives to deploy NRDRs in a way that runs counter to SPP’s goal of ensuring grid 

reliability.  Specifically, LREs may find themselves more motivated to deploy NRDRs  during milder 

conditions than during extreme weather events if they calculate that—according to their own weather 

normalization methodology—their “peak load” for the assessment was already set during milder 

conditions.  If, for instance, a utility normalized peak load down one percent per degree above 90 

degrees Fahrenheit, an LRE that had already hit a load of 50 MW at 90 degrees earlier in a summer 

season would not be motivated to deploy NRDRs to reduce its 55 MW load at 100 degrees, even though 

that is when SPP would most benefit from those NRDRs being deployed. And the reverse is true as well: 

an LRE would be motivated to deploy NRDRs at 90 degrees to reduce a 50 MW load knowing that its 

previous peak load was “only” 55 MW at 100 degrees. 

2. PDA will discourage LREs from sharing excess capacity with other LREs  

Another significant impact of the PDA’s proposal to compare preseason capacity with a post-

season load assessment, with no opportunity to cure, is that this will reduce or eliminate the incentive for 

LREs to buy and sell capacity from each other.  This reduced liquidity in the capacity trading market is 

likely for two reasons.  First, LREs concerned about potential deficiency payments will on balance be 

more inclined to hold on to extra claimed capacity as a hedge against deficiency risk; and second, SPP’s 

policy does not provide a ”cure period” after the post hoc assessment during which LREs might 

reasonably trade pre-season capacity among themselves. Together, this will effectively eliminate 

opportunities for the type of capacity sharing that undergirds the benefits of participation in a large 

regional market in the first place. 
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This reduction in capacity liquidity is also extremely detrimental for consumer affordability. 

Capacity trading enables excess capacity held by one LRE to be transferred to another that is short, 

thereby promoting the efficient allocation of resources and reducing overall capacity costs across the 

region. By discouraging such capacity sharing, the PDA proposal will encourage inefficient over-

procurement and directly increase region-wide resource adequacy costs. Those increased costs will 

ultimately be borne by customers across SPP’s footprint.   

V. SPP’s Failure to Establish a Central Weather Normalization Process Runs Afoul of the 
Rule of Reason. 

 
Finally, SPPs failure to specifically describe any sort of cohesive weather normalization 

methodology runs afoul of its obligations to allow for Commission oversight over all aspects of the 

proposal that are likely to meaningfully affect rates.  To recap: SPP is proposing to assess a penalty on 

LREs that do not have sufficient pre-season capacity to meet their weather-normalized actual load, the 

costs of which would be passed directly into rates.  Thus, the mechanism by which actual load will be 

weather normalized will directly affect the terms and conditions of service.  SPP’s reliance on individual 

LREs to develop their own methodologies and SPP’s subjective review of its acceptability prevents the 

Commission from reviewing them, which runs afoul of SPP’s obligations under the Rule of Reason to 

ensure that the Commission reviews “those practices that affect rates and service significantly, that are 

realistically susceptible of specification, and that are not so generally understood in any contractual 

arrangement as to render recitation superfluous.”33  

VI. Conclusion 
 

For the aforementioned reasons, we respectfully request that the Commission reject the proposed 

Demand Response and Peak Demand Assessment Policy. 

 
 

33 City & Cty. of S.F. v. FERC, 24 F.4th 652, 661 (D.C. Cir. 2022) (quoting Keyspan-Ravenswood, L.L.C. v. FERC, 474 F.3d 
804, 811 (D.C. Cir. 2007)); see also City of Cleveland v. FERC, 773 F.2d 1368, 1376 (D.C. Cir. 1985). 
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/s/ Mike Schowalter  
Mike Schowalter, Managing Director  
Fresh Energy  
408 Saint Peter St., Ste. 350  
Saint Paul, MN 55102  
schowalter@fresh-energy.org   
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