
FEDERAL POWER ACT PROVISIONS 

GOVERNING LONG-TERM TRANSMISSION RIGHTS

Section 1233 of the Energy Policy Act of 2005 (“EPACT”) added a new Section 217 to the Federal Power Act (“FPA”).  

New Section 217(b)(4) of the FPA provides:

The Commission shall exercise the authority of the Commission under this Act in a manner that facilitates the planning and expansion of transmission facilities to meet the reasonable needs of load-serving entities to satisfy the service obligations of the load-serving entities, and enables load-serving entities to secure firm transmission rights (or equivalent tradable or financial rights) on a long-term basis for long-term power supply arrangements made, or planned, to meet such needs.

Words and phrases in the statute that are key to the Working Group’s efforts are italicized in the above quotation.

Subsections (b)(1)-(3) of new Section 217(b)(1)-(3) provide as follows:

(b) MEETING SERVICE OBLIGATIONS. —

(1) Paragraph (2) applies to any load-serving entity that, as of the date of enactment of this section—

(A) owns generation facilities, markets the output of Federal generation facilities, or holds rights under one or more wholesale contracts to purchase electric energy, for the purpose of meeting a service obligation; and

(B) by reason of ownership of transmission facilities, or one or more contracts or service agreements for firm transmission service, holds firm transmission rights for delivery of the output of the generation facilities or the purchased energy to meet the service obligation.

(2) Any load-serving entity described in paragraph (1) is entitled to use the firm transmission rights, or, equivalent tradable or financial transmission rights, in order to deliver the output or purchased energy, or the output of other generating facilities or purchased energy to the extent deliverable using the rights, to the extent required to meet the service obligation of the load serving entity.

(3)(A) To the extent that all or a portion of the service obligation covered by the firm transmission rights or equivalent tradable or financial transmission rights is transferred to another load serving entity, the successor load-serving entity shall be entitled to use the firm transmission rights or equivalent tradable or financial transmission rights associated with the transferred service obligation.

(B) Subsequent transfers to another load-serving entity, or back to the original load-serving entity, shall be entitled to the same rights.

Section 1233(b) of EPACT requires:

Within 1 year after the date of enactment of this section and after notice and an opportunity for comment, the Commission shall by rule or order, implement section 217(b)(4) of the Federal Power Act in Transmission Organizations,
 as defined by that Act with organized electricity markets.

Terms utilized in Section 217(b)(4), and the component definitions of the terms so utilized, are defined in Section 217(a) as follows:

(a) DEFINITIONS. — In this section:

(1) The term “distribution utility” means an electric utility
 that has a service obligation to end-users or to a State utility or electric cooperative that, directly or indirectly, through one or more additional State utilities or electric cooperatives,
 provides electric service to end-users.

(2) The term “load-serving entity” means a distribution utility or an electric utility that has a service obligation.

(3) The term “service obligation” means a requirement applicable to, or the exercise of authority granted to, an electric utility under Federal, State, or local law or under long-term contracts to provide electric service to end-users or to a distribution utility.

(4) The term “State utility” means a State or any political subdivision of a State, or any agency, authority, or instrumentality of any one or more of the foregoing, or a corporation that is wholly owned, directly or indirectly, by any one or more of the foregoing, competent to carry on the business of developing, transmitting, utilizing, or distributing power.

�	“Transmission Organization” is defined in Section 3(29) of the FPA, as added by Section EPACT Section 1291(b), as “a Regional Transmission Organization, Independent System Operator, independent transmission provider, or other transmission organization finally approved by the Commission for the operation of transmission facilities.”  “Regional Transmission Organization” is defined in turn, in new Section 3(27) of the FPA as “an entity of sufficient regional scope approved by the Commission – (A) to exercise operational or functional control of facilities used for the transmission of electric energy in interstate commerce; and (B) to ensure nondiscriminatory access to the facilities.”


�	The term “organized electricity markets” is not defined in EPACT.


�	“Electric utility” is defined (in relevant part) in revised Section 3(22) of the FPA, via EPACT Section 1291(b), as “a person or Federal or State agency (including an entity described in section 201(f)) that sells electric energy.”


�	“Electric cooperative” is defined in new Section 3(26) of the FPA, added in EPACT Section 1291(b), as “a cooperatively owned electric utility.”
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