FERC ORDER 890

Planning Coordination with Neighboring Systems
This white paper provides background information for the January 16th OSC meeting discussion on the FERC Order 890 Final Rule requirements specifically associated with the coordination of planning activities with neighboring transmission systems. This requirement for coordination of planning activities involves both the Coordination Principle and the Regional Participation Principle as they are specified in Order 890. 
The following information summarizes the Commission’s requirements related to coordination of planning activities with background information excerpts taken from the Commission Order 890. It is followed by information from the Duke / Progress Attachment K Fling Letter and the related Attachment K sections that were filed on December 7, 2007. 
FERC Order 890 Final Rule:

FERC Order 890 is intended to ensure that truly comparable transmission service is provided by all public utility transmission providers, including RTOs and ISOs. The Commission amended the pro forma OATT to require coordinated, open, and transparent transmission planning on both a sub-regional and regional level. The Commission established nine planning principles that must be satisfied for a transmission provider’s planning process to be considered compliant with the Final Rule. The following information is provided as background related to the specific issue of “planning coordination” with neighboring systems.
This coordination of planning activities requirement involves two of the nine planning principles. These two planning principles are the Coordination Principle and the Regional Participation Principle. 

The following are the Coordination Principle requirements as outlined by the Commission Order 890 Final Rule issued on February 16, 2007. The specific requirement for planning coordination with neighboring systems is specified in the highlighted section 3.1.2 below. 
3.1
Coordination Principle

3.1.1  The Commission allows Transmission Providers, with input the input of their customers and other stakeholders, to craft coordination requirements that work for those Transmission Providers and their customers and other stakeholders.

3.1.2 Commission proposed that Transmission Providers meet with customers and neighboring systems to develop a transmission plan on nondiscriminatory basis.

3.1.3  The Commission does not prescribe the requirements of coordination, such as minimum number of meetings to be required each year, the scope of the meetings, the notice requirements, the format, and any other features.

3.1.4  The planning process must provide for timely and meaningful input and participation of customers and other stakeholders in the development of the transmission plans. 

Commission Final Rule Comments on Coordination Principle
445.  In the NOPR, the Commission proposed that transmission providers must meet with all of their transmission customers and interconnected neighbors to develop a transmission plan on a nondiscriminatory basis. We sought comment on specific requirements for this coordination, such as the minimum number of meetings to be required each year, the scope of the meetings, the notice requirements, the format, and any other features deemed important by commenters.

Commission Determination on Coordination Principle
451. The Commission adopts the coordination principle proposed in the NOPR. Commenters overwhelmingly desire flexibility as to the coordination principle, and as such, we will not prescribe the requirements for coordination, such as the minimum number of meetings to be required each year, the scope of the meetings, the notice requirements, the format, and any other features. We will allow transmission providers, with the input of their customers and other stakeholders, to craft coordination requirements that work for those transmission providers and their customers and other stakeholders.

452. We emphasize that the purpose of the coordination requirement is to eliminate the potential for undue discrimination in planning by opening appropriate lines of communication between transmission providers, their transmission-providing neighbors, affected state authorities, customers, and other stakeholders. Rigid and formal meeting procedures may be one way to accomplish this goal, but there may be other ways as well. For example, a transmission provider could meet this requirement by facilitating the formation of a permanent planning committee made up of itself, its neighboring transmission providers, affected state authorities, customers, and other stakeholders. Such a planning committee could develop its own means of communication, which may or may not emphasize formal meeting procedures. We are more concerned with the substance of coordination than its form.

Commission Final Rule Comments on Regional Participation Principle
504. In addition to preparing a system plan for its own control area on an open and nondiscriminatory basis, the Commission proposed in the NOPR that each transmission provider be required to coordinate with interconnected systems to: (1) share system plans to ensure that they are simultaneously feasible and otherwise use consistent assumptions and data, and (2) identify system enhancements that could relieve “significant and recurring” transmission congestion (defined below). The Commission emphasized that such coordination should encompass as broad a region as possible, given the interconnected nature of the transmission grid and the efficiency of addressing these issues in a single forum. The Commission also recognized that, as in the West, it may be appropriate to organize regional planning efforts on both a sub-regional and regional level. The Commission sought comment on whether there are existing institutions (such as the NERC regional councils or sub-regional planning groups) that are well-situated to perform or coordinate this function.
Commission Determination on Regional Participation Principle
523. We adopt the NOPR’s proposal to include a regional participation principle as a component of the Final Rule’s transmission planning process. Accordingly, in addition to preparing a system plan for its own control area on an open and nondiscriminatory basis, each transmission provider will be required to coordinate with interconnected systems to (1) share system plans to ensure that they are simultaneously feasible and otherwise use consistent assumptions and data and (2) identify system enhancements that could relieve congestion or integrate new resources (discussed further below).
524. As discussed earlier in this Final Rule, since the advent of open access, power markets have become regional in almost every area of the country. These regional markets provide opportunities for wholesale customers to access competitive sources of supply, rather than relying exclusively on local generation, including resources owned by their local transmission provider. However, as discussed above, it is not in the economic self-interest of transmission providers to expand the grid to permit access to competing sources of supply. A transmission provider has little incentive to upgrade its transmission capacity with its interconnected neighbors if doing so would allow competing suppliers to serve the customers of the transmission provider. We therefore find, as discussed in greater detail above, that greater coordination and openness in transmission planning is required, on both a local and regional level, to remedy undue discrimination. The coordination of planning on a regional basis will also increase efficiency through the coordination of transmission upgrades that have region-wide benefits, as opposed to pursuing transmission expansion on a piecemeal basis. The specific features of the regional planning effort should take account of and accommodate, where appropriate, existing institutions, as well as physical characteristics of the region and historical practices.

527. Finally, the Commission acknowledges the importance of identifying the appropriate size and scope of the regions over which regional planning will be performed. We agree that transmission providers, customers, affected state authorities, and other stakeholders should be involved in developing those regions. We decline to mandate the geographic scope of particular planning regions at this time. The scope of a particular planning region should be governed by the integrated nature of the regional power grid and the particular reliability and resource issues affecting individual regions and subregions. In very large regions, there may well be both sub-regional and regional processes. For example, in the West there are various sub-regional processes in addition to a WECC regional planning process. We believe that such an approach can work, provided that there is adequate scope to the sub-regional processes and adequate coordination between sub-regions. We expect sub-regions to coordinate as necessary to share data, information and assumptions as necessary to maintain reliability and allow customers to consider resource options that span the sub-regions.

528. In response to the commenters that indicate that regional planning already occurs today as part of the NERC planning process, we support any such processes, but reiterate that, if they are to meet the requirements of the Final Rule, they must be open and inclusive and address both reliability and economic considerations. As we discuss elsewhere in this section, customers must be allowed to request that economic upgrades be studied and, therefore, we will require transmission providers to coordinate on these issues as necessary in sub-regional or regional planning processes. To the extent the NERC processes are not considered appropriate for such economic issues, individual regions or sub-regions may develop alternative processes.
Duke / Progress Attachment K Transmittal Letter
A. The Coordination Principle 

The coordination principle requires Transmission Providers to meet with all of their transmission customers and interconnected neighbors to develop local and/or regional transmission plans on a nondiscriminatory basis.  The Filing Parties meet the coordination principle for the region through the NCTPC, which has a committee, stakeholder, and meeting structures for conducting planning activities.  The public is welcome to participate in the NCTPC Process through attendance at TAG meetings, which are open, and commenting when requests for comments are issued.  Although TAG membership is open to the public,
 only “valid stakeholders” may request to be TAG Voting Members who have certain voting rights and whose representatives may access confidential or CEII information (“Confidential Information”).  Valid stakeholders are organizations that have a direct interest in transmission planning due to their status as Eligible Customers under the OATT or certain other characteristics.
  TAG Voting Members also have the right to avail themselves of the dispute resolution process overseen by the NCUC Public Staff.  

The reason for having a two-tiered TAG membership (participants and Voting Members) is to ensure a smooth planning process that cannot be gamed by individuals whose interests do not lie in having a reliable, efficient electric system, but whose interests lie elsewhere (e.g., ensuring no new transmission projects are constructed in a particular region).  Also, restricting voting to TAG Voting Members ensures that those voting have some experience and knowledge relating to the electric industry.  Limiting TAG Voting Members to one vote each prevents gaming (i.e., one Voting Member simply bringing as many bodies as it can muster to vote at a TAG meeting).  Also, restricting access to Confidential Information to TAG Voting Members, ensures that such information does not fall into the hands of persons who would be difficult to monitor and limits the number of persons that will have to turn to FERC for clearance as eligible to receive CEII.

All TAG participants may request to be placed on the TAG e-mail distribution list to receive meeting notice and other announcements.  TAG meetings normally are conducted in person, but participation by telephone is permitted.  The NCTPC has a website with the e-mail addresses for points of contact and questions.  A calendar of noticed meetings and other significant events also is provided on the NCTPC website.  If votes will be taken at a TAG meeting, the intent to hold a vote will be noticed.

The processes for becoming a TAG participant and a TAG Voting Member, as well as a member of the OSC and PWG, are described in Section 2 of Attachment K, as are the decisionmaking processes for each of the three groups.  The NCTPC Participants, not only the Filing Parties, govern these processes.  The roles of each of the committees are fully described in Section 2 of Attachment K, and more detail is provided in various NCTPC documents.  See Attachments C, E, F, and G.  The TAG is not governed or controlled by the Filing Parties, but rather “organized” by an independent third-party, the Independent Third Party (“ITP”).  The TAG can bring any matters it wants to the attention of the OSC and PWG, as appropriate.  

In sum, the TAG provides an opportunity for its members to participate in the planning process from start to finish.  See generally Att. K, § 5.
Inter-Regional Coordination
The Filing Parties have selected a region of a size that will permit effective, efficient coordination at a reasonable cost.  In recognition of the fact that this region does not encompass every transmission owner interconnected to both Duke and Progress, the Filing Parties have ensured that inter-regional coordination, i.e., coordination with other interconnected neighbors, will occur through various other means, as described in Attachment K.  Two very important inter-regional planning efforts are the reliability assessments that are performed within SERC and the newly-formed SIRPP.  
Section 10 focuses on inter-regional coordination, which efforts will feed into the NCTPC transmission plan. 
G. The Regional Participation Principle 

The regional participation principle provides that, in addition to preparing a system plan for its own control area on an open and nondiscriminatory basis, each Transmission Provider is required to coordinate with interconnected systems to (i) share system plans to ensure that they are simultaneously feasible and otherwise use consistent assumptions and data and (ii) identify system enhancements that could relieve congestion or integrate new resources.  The NCTPC Participants meet this requirement in several manners.  First, through the NCTPC Process, Duke and Progress, which are in separate control areas, fully coordinate their planning efforts.  Second, through SERC, all SERC transmission owners share transmission system plans to ensure simultaneously feasibility.  Third, through the SIRPP, a large number of transmission owners in the southeast engage in a process designed to identify system enhancements that could relieve congestion or integrate new resources.  Finally, there are numerous other inter-regional efforts that address planning and reliability issues, through a variety of bilateral and multi-party agreements.  Additional detail is provided below.

1. Regional Planning

          As already noted, Duke and Progress are fully coordinating transmission planning in the region in which they are located with one another through the NCTPC Process.  The other NCTPC Participants play a vital role in such coordination, effectively as their partners.  The Filing Parties share duties equally.  The NCTPC Participants have made the NCTPC Participation Agreement fully available and keep it posted on the NCTPC website, so all stakeholders may understand the relationship between and the roles of the NCTPC Participants.  The relevant region was selected based on the existing NCTPC Process, discussions with other potential members, and historical practices.  While VACAR could be viewed as a natural region, one of the VACAR Transmission Providers is a member of PJM, and it would have been unwieldy for such entity to have to participate in two comprehensive planning processes.  Other neighboring transmission providers are non-jurisdictional (Santee Cooper and the Tennessee Valley Authority) and are thus not under the same level of coordination obligations.  Other jurisdictional neighbors are so large geographically, such as Southern Company, that it was not viewed as feasible to engage in a process such as the NCTPC, where quite frequent face-to-face meetings are the norm.  Moreover, given that inter-regional reliability-related activities already existed (primarily through SERC and VACAR), there was no need to expand the relevant region to ensure reliability. 
3. Inter-Regional Planning

The Filing Parties coordinate with other transmission systems primarily through participation in SERC, other inter-regional study groups, and bilateral agreements between Duke and/or Progress and transmission systems to which they are interconnected.  Due to historic planning and reliability activities, SERC is a natural area over which to engage in inter-regional planning for reliability purposes.  Too broad an area for this process could render this group unwieldy.  

Inter-Regional Reliability Assessments.  SERC assists the transmission owners within its region through the creation of a SERC-wide transmission model.  The construction of the SERC transmission model is a “bottoms-up” process.  Each transmission owner in SERC, incorporating input from their regional planning process, develops and submits their transmission models to a model development databank.  The databank then joins the models to create a SERC-wide model for use in a reliability assessment.  If the SERC-wide model projects additional planning criteria concerns that were not identified in the regional reliability studies, then the impacted transmission owners will initiate one or more inter-regional joint studies to better identify the planning criteria concerns and determine the optimal inter-regional reliability transmission enhancements to resolve the limitations.  Accordingly, planning criteria concerns identified at the SERC-wide level are “pushed down” to the transmission owner level for detailed resolution.  

Importantly, given that the construction of the SERC-wide model is a bottoms-up process, stakeholders provide input into this process in accordance with Order No. 890 by participating in the development of the regional reliability models discussed above.
  In addition, as part of the SIRPP, the participating transmission owners in that process will review with stakeholders at the inter-regional level the data, assumptions, and assessments that are being conducted on a SERC-wide basis.  

Also, as described in Section 10 of Attachment K, there are subgroups within SERC that engage in planning activities as well as bilateral planning activities.  Such activities feed directly into the NCTPC Process.  

Economic Planning.  Duke and Progress have joined with a group of southeast transmission owners to develop the SIRPP, which will address economic planning on an inter-regional basis.  This process provides the Southeast Inter-Regional Participation Process Stakeholder Group (“SIRPPSG”) the ability to request economic studies that need to be evaluated on an inter-regional basis.  The framework for this process is provided in Appendix 1 to Attachment K, entitled “Southeast Inter-Regional Participation Process.”  The SIRPPSG may request up to five inter-regional “Economic Planning Studies” to identify potential economic transmission projects above and beyond the base reliability transmission expansion plan.  A study coordination team will coordinate with the SIRPPSG regarding the study assumptions underlying the identified stakeholder requested Economic Planning Studies.  Results of the analyses will be reviewed by stakeholders who will be provided an opportunity to comment and provide input regarding that initial analysis.  The study coordination team will then finalize its analysis and draft reports, which will be open to stakeholder comment.  

Duke / Progress Attachment K – Sec. 10 on Inter-regional Coordination
10.
Inter-regional Coordination

The Transmission Providers will coordinate with other transmission systems primarily through participation in SERC, other inter-regional study groups, and bilateral agreements between Duke and/or Progress and transmission systems to which they are interconnected. 

10.1
Description of SERC Coordination Activities

10.1.1
All transmission providers within SERC coordinate with other interconnected systems in SERC by sharing their modeling data, assumptions, and transmission expansion plans that results from their own regional planning processes.  The results of such coordinated efforts will be addressed with the TAG participants.  

10.1.2
The Transmission Providers will participate in SERC studies conducted to assess the performance of the interconnected system under both normal and contingency conditions and to assess the ability of the interconnected system to support large power transfers across subregions.  

10.1.3
Duke and Progress must abide by SERC’s own confidentiality requirements. 

10.2
Description of ERAG & SERC-RFC East Coordination Activities 

10.2.1
SERC is a Member of the Eastern Interconnection Reliability Assessment Group (ERAG) along with the Florida Reliability Coordinating Council, Inc., the Midwest Reliability Organization, the Northeast Power Coordinating Council, Inc., ReliabilityFirst Corporation, and the Southwest Power Pool.  ERAG augments the reliability of the bulk-power system through periodic reviews of generation and transmission expansion programs and forecasted system conditions within the regions served by ERAG members. 

10.2.2
The Eastern Interconnection Reliability Assessment Group (ERAG) Multi-Regional Modeling Working Group (MMWG) administers the development of a library of power-flow base case models for the benefit of members.  

10.2.3
The SERC-RFC East study group was established in 2006 and is a sub-group within the ERAG structure.  Through the SERC-RFC East study group, coordination of plans, data and assumptions is achieved between Tennessee Valley Authority, VACAR, and the transmission systems of the eastern portion of PJM.  

10.3
Description of VACAR Coordination Activities

10.3.1
The Transmission Providers both participate with Fayetteville, NCEMC, North Carolina Municipal Power Agency #1, North Carolina Eastern Municipal Power Agency, South Carolina Electric & Gas Company, South Carolina Public Service Authority, Southeastern Power Administration, Dominion Virginia Power, and Alcoa Power Generating, Inc. in the VACAR Planning Task Force.  

10.3.2
A VACAR contract agreement provides for coordination between the various entities within the VACAR region.  

10.3.3
As members of the VACAR Planning Task Force, the Transmission Providers will engage in studies of the bulk power supply system.  VACAR typically analyzes the performance of their proposed future transmission systems based on five- or ten-year projections.  VACAR studies are similar to those conducted for SERC, but are focused on the VACAR subregion, although VACAR coordinates with Southern and TVA under existing agreements.  

10.4
Bilateral Coordination Activities

Through bilateral interconnection agreements or joint operating agreements with the interconnected transmission systems of American Electric Power, TVA, Southern Companies, PJM, Dominion, SCE&G, Santee Cooper, and Yadkin, Duke and Progress perform coordinated studies on an as-needed basis.

10.5
Description of Southeast Inter-Regional Participation Process Activities 

10.5.1
Duke and Progress have joined with a group of southeast utilities to develop the Southeast Inter-Regional Participation Process.  This process provides valid stakeholders the ability to request economic studies that would be evaluated on an inter-regional basis.  The framework for this process is provided in a document entitled “Southeast Inter-Regional Participation Process” which is attached as Appendix 1.  The purpose of the Southeast Inter-Regional Participation Process is to facilitate the development of inter-regional economic planning studies. 

� There may be TAG meetings at which Confidential Information will be discussed or presented, in which case the meetings will be open to representatives of TAG Voting Members that are eligible to obtain such information.


� Valid stakeholders are:  any Eligible Customer, generation owner/development company�, any organization capable of providing Ancillary Services under the Duke or Progress OATTs, as well as any Transmission Owner, Transmission Operator, or Transmission Planner, other than an NCTPC Participant, as those terms or their successors are used under the NERC Functional Model.


� Again, at the SERC-wide level, the model development essentially consists of ensuring that the different regional reliability models are compatible at the SERC-wide level, meaning that substantive transmission planning is performed at the regional level where stakeholders may provide input.
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