Draft – April 19, 2007


Duke Energy Carolinas, LLC -
Progress Energy Carolinas, Inc.
Joint Transmission Planning Strawman
May 29, 2007
Duke Energy Carolinas, LLC -
Progress Energy Carolinas, Inc.
Joint Transmission Planning Strawman
I. the requirements of order No. 890
In Order No. 890, Preventing Undue Discrimination and Preference in Transmission Service, the Federal Energy Regulatory Commission (Commission or FERC) required that:

(a) Transmission Providers participate in a coordinated, open and transparent planning process on both a local and regional level.

(b) Each Transmission Provider’s planning process must meet the Commission’s nine planning principles, which are Coordination, Openness, Transparency, Information Exchange, Comparability, Dispute Resolution, Regional Participation, Economic Planning Studies, and Cost Allocation.

(c) Each Transmission Provider must describe its planning process in an Attachment to its OATT.  Each Transmission Provider is required to submit its proposed “Attachment K” 
 in a compliance filing due on October 11, 2007.
The Commission also plans to hold a technical conference concerning transmission planning by entities located in the states represented in the Southeastern Association of Regulatory Utility Commissioners (SEARUC) on June 4-5.  To facilitate these conferences, each Transmission Provider is required, by May 29, 2007, to post a “strawman” proposal for compliance with each of the nine planning principles.  

II. duke and progress transmission planning processes
Duke Energy Carolinas, LLC (Duke) and Progress Energy Carolinas, Inc. (Progress) primarily will meet Order No. 890’s transmission planning requirements through their participation in the North Carolina Transmission Planning Collaborative (NCTPC).  Duke and Progress each have transmission systems than span portions of North Carolina and South Carolina and together serve approximately 95% of the peak demand in North Carolina and approximately 45% of the peak demand in state of South Carolina.  Each of their transmission systems is planned as an integrated whole.  Thus, the work of the NCTPC covers those portions of their transmission systems located in both North Carolina and South Carolina.  In addition, Duke and Progress participate in several other regional and inter-regional planning efforts, such as those of SERC and the VACAR (Virginia-Carolinas) subregion of SERC.  
A. The North Carolina Transmission Planning Collaborative
In 2005, the major electric load-serving entities (LSEs) of North Carolina, including Duke, Progress, ElectriCities of North Carolina (ElectriCities), and the North Carolina Electric Membership Corporation (NCEMC) (collectively, Participants) created the NCTPC to enhance transmission planning by allowing all stakeholders to participate in shaping the future transmission network.  This collaborative effort already has resulted in transmission plans superior to what would have been developed by the Participants independently.  
The NCTPC:  1) provides the Participants and other stakeholders an opportunity to participate in the electric transmission planning process for the transmission systems of Duke and Progress in the states of North Carolina and South Carolina; 2) preserves the integrity of the reliability and least-cost planning processes; 3) includes analysis of increasing transmission access to potentially economic supply resources inside and outside the control areas of Duke and Progress; and 4) develops a single coordinated transmission plan that includes reliability and enhanced transmission access considerations while appropriately balancing costs, benefits and risks associated with the use of transmission and generation resources.  
The NCTPC was established through an agreement that was executed on May 20, 2005 and has been extended for an additional two year period, through May 2009.  Attachment A contains a detailed discussion of the NCTPC, which discussion is summarized below.  An independent third party, Gestalt, LLC, facilitates the NCTPC and ensures that the interests of all stakeholders are fairly and meaningfully represented.  Duke and Progress strongly desire that all affected stakeholders in North Carolina and South Carolina fully participate in the NCTPC, and in particular support the inclusion of (as Participants) all LSEs and Transmission Providers located in North Carolina and South Carolina.  
The “NCTPC Process” includes two processes -- Reliability Planning and Enhanced Transmission Access Planning (ETAP).  There is feedback and iteration between the two processes, as each effort’s solution alternatives affects the other’s potential solutions.  

An Oversight Steering Committee (OSC) manages the NCTPC Process and makes policy decisions.  A Planning Working Group (PWG) performs the work of developing the models and study assumptions, runs the planning studies, and coordinates study development.  A Transmission Advisory Group (TAG) provides stakeholder advice and makes recommendations regarding the development of studies and the study results.  The PWG, with advice from the TAG and direction from the OSC, performs studies to identify the best collaborative plan for the joint Duke and Progress transmission footprints in North Carolina and South Carolina.  Load, interchange, and resource data are exchanged, as are planning criteria, assumptions and practices.  The models are assessed and the participants jointly develop solutions to the problems identified.  
The Reliability Planning Process includes a base reliability study that evaluates the transmission system’s ability to meet projected load as well as the needs of firm point-to-point customers, whose needs are reflected in their transmission contracts and reservations.  A resource supply analysis is conducted to evaluate transmission system impacts for various resource supply options to meet future native load requirements.  The final results of the Reliability Planning Process include summaries of the estimated costs and schedules to provide any transmission upgrades and/or additions needed to maintain a sufficient level of reliability necessary to serve the native load of all Participants.  The ETAP Process evaluates the means to increase transmission access to potential supply resources inside and outside the control areas of Duke and Progress.  The final results of the ETAP Process include the estimated costs and schedules to provide the increased transmission capabilities.  

Once the Reliability Planning and ETAP studies are completed, the OSC evaluates the results and the PWG’s recommendations to determine if any proposed enhanced transmission access projects will be implemented.  If so, the initial reliability study will be modified accordingly.  The entire process ultimately results in a single Collaborative Transmission Plan that appropriately balances the costs, benefits and risks associated with the use of transmission and generation resources.  Prior to becoming final, the Collaborative Transmission Plan is reviewed with the TAG.  The Collaborative Transmission Plan information is available for Participants to identify any alternative least-cost resources to include with their respective Integrated Resource Plans.  Other stakeholders can similarly use this information for their resource planning purposes.  
The NCTPC achieved a major milestone on January 25, 2007 with the publication of the Report on the NCTPC 2006 Collaborative Transmission Plan (which includes the Collaborative Transmission Plan).
  The resource supply analysis in the Report provided an opportunity to evaluate transmission system impacts for various resource supply options to meet future load requirements.  On April 26, 2007, the Participants achieved a second milestone when a supplemental report to the 2006 Plan was released.  NCUC Commissioner James B. Kerr has praised both the plan and the process:  “The NCTPC is an excellent example of how the regional planning obligation can be coordinated with existing state planning processes.”  As to the plan, he has explained that its “results confirm my belief in the value of such a process in addressing state and federal objectives through collaborative regional transmission planning.”
B. Coordination with other Interconnected Systems
Duke and Progress coordinate with other transmission systems primarily through participation in SERC and VACAR regional and subregional study groups and bilateral agreements between Duke and/or Progress and transmission systems to which they are interconnected.

SERC is a nonprofit corporation responsible for promoting and improving the reliability, adequacy, and critical infrastructure of the bulk power supply systems in all or portions of 16 central and southeastern states.  Membership in SERC is open to any entity that is a user, owner or operator of the Bulk-Power System.  
All transmission owners within SERC participate in this SERC Regional Planning Process to ensure this coordination encompasses the entire region.  Through this process, all SERC transmission owners coordinate with all other interconnected systems in SERC by sharing their modeling data, assumptions, and transmission expansion plans.  A variety of studies are 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 economy or emergency power transfers across subregions.  Study reports and model base cases are reported to FERC as part of the annual Form 715 filings and are available to interested parties from SERC.

A VACAR contract agreement provides for coordination of planning between the various entities within the North Carolina, South Carolina and Virginia subregion of SERC.  Duke and Progress both participate with Fayetteville, NCEMC, ElectriCities, South Carolina Electric & Gas (SCE&G), South Carolina Public Service Authority (SCPSA), Southeastern Power Administration, Dominion Virginia Power (Dominion), and Alcoa-Yadkin, Inc. in the VACAR Planning Task Force.  The VACAR Planning Task Force engages in studies of the bulk power supply system for these entities.  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.
In addition to SERC and VACAR, the SERC-RFC East study group was established in 2006 via an agreement between all of the regional reliability organizations in the Eastern Interconnection.  Through the SERC-RFC East study group, coordination of plans, data and assumptions is achieved between Tennessee Valley Authority (TVA), VACAR, and the transmission systems of the eastern portion of PJM.

Further, 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 planning studies with these interconnected systems on an as-needed basis.  Recent examples are the studies Duke and TVA conducted that have resulted in a project to upgrade the interconnection between Duke and TVA from 200 MVA capability to 600 MVA capability and the studies performed by Progress and Santee Cooper resulting in the establishment of two new 230kV interconnections and other coordinated upgrades to their transmission systems.
In sum, both companies participate in coordinated subregional, regional and inter-regional transmission planning processes pursuant to which they each:  1) share system plans and data to ensure that they are simultaneously feasible and otherwise use consistent assumptions and data 2) ensure that planned transmission and resource additions do not adversely affect neighboring systems, 3) identify system enhancements that could relieve congestion or integrate new resources, and 4) assess the reliability and adequacy of the bulk transmission system under both normal and contingency conditions.  
C. Duke’s and Progress’ Integrated Resource Planning Obligations
In addition to these regional reliability activities, Duke and Progress conduct their own assessments of their bulk transmission systems in order to ensure that it has fully complied with all the requirements imposed by NERC, SERC, FERC, and the states of North Carolina and South Carolina.
  Duke and Progress both are subject to state-imposed obligations to engage in integrated resource planning (IRP).
The General Statutes of North Carolina require that the North Carolina Utilities Commission (NCUC) analyze the probable growth in the use of electricity and the long-range need for future generating capacity in North Carolina.  NCUC Rule R8-60 defines an overall framework within which least-cost IRP takes place.
  It is a process that takes into account conservation, load management, and other demand-side options along with new utility-owned generating plants, non-utility generation, and other supply-side options in order to identify the resource plan that will be most cost effective for the ratepayers consistent with the provision of adequate, reliable service.  Under the rules, by September 1 of each year, Duke and Progress furnish the NCUC an annual report of their resource plan containing a ten-year forecast of loads and generating capacity.  The report describes all generating facilities and known transmission facilities with operating voltage of 161 kV or more which, in the judgment of the utility, will be required to supply system demands during the 10-year forecast period.  Such filings must include a section containing a comprehensive analysis of their Demand-Side Management (DSM) plans and activities.  The NCUC permits the Public Staff or any other intervenor to file a report, evaluation or comments as to any utility’s annual report within 90 days after the utility filing.  
Section 58-37-40 of the South Carolina Code of Laws requires that all electrical utilities prepare integrated resource plans and submit them to the State Energy Office.  The plans must be submitted every three years and must be updated on an annual basis.  For electrical utilities subject to the jurisdiction of the SC PSC, submission of the IRP plans required by the SC PSC (which similarly are submitted triennially and updated at least annually) constitutes compliance with the state law.  The SC PSC’s original IRP requirements were developed through a series of orders.  The SC PSC requires that the plans submitted cover 15 years and evaluate the cost effectiveness of supply-side and demand-side options in an economic and reliable manner that considers relevant costs and benefits.
  A separate docket is established by the SC PSC for each plan and interested parties are given an opportunity to intervene in such dockets.  The parties may request the SC PSC to set a hearing and/or establish other procedures to resolve specific problems.
III. Compliance with the Nine Planning Principles in the Order No. 890

A. Coordination Principle
· The planning process must provide for timely and meaningful input and participation of customers and other stakeholders in the development of the transmission plans. 
· Although FERC did not prescribe the requirements of coordination, Transmission Providers, with input from their customers and other stakeholders, must craft coordination requirements that work for those Transmission Providers and their customers and other stakeholders.
The NCTPC Process is “coordinated” in that it includes Duke, Progress, two consortiums of North Carolina’s major Load Serving Entities (LSEs), and stakeholders.  All stakeholders can participate in the NCTPC Process through the TAG.  The TAG is open to all parties interested in the development of a coordinated transmission plan across the respective service territories of the Participants in North Carolina and South Carolina.  
The TAG was established as an open forum for members (stakeholders, customers and all interested parties) to provide advice and recommendations to the Participants on the transmission planning process which would aid in the development of the Collaborative Transmission Plan.  The TAG meets at least four times a year (approximately once a quarter) and more often if necessary. 
The SERC and VACAR processes allow for additional coordination with other neighboring transmission planners.  When specific areas of concern are identified in regional studies, the impacted entities jointly evaluate the concern pursuant to the terms of their interconnection agreements.  

B. Openness Principle
· The regional planning process must be open to all interested parties.

· The regional planning process must include safeguards to ensure data and information confidentially.

Order No. 890 requires that transmission planning meetings be open to all affected parties including, but not limited to, all transmission customers and interconnection customers, state commissions and other stakeholders.  The TAG meetings, as just described, are open to all entities.  The TAG members have the opportunity to review study scope as well as the study results and provide timely comments to the OSC for their consideration.  All the necessary planning information such as assumptions, study criteria, and methodology is reviewed with the TAG and its members have an opportunity to comment on anything at any time.  Through the TAG, all stakeholders with an interest in the Duke and/or Progress transmission planning have an opportunity to provide input. 
Regarding the data confidentiality and CEII issues, the NCTPC Participation Agreement has provisions that allow the sharing of confidential and propriety information among the Participants.  It also requires the protection of all such confidential and proprietary information from public disclosure and from disclosure to each Participant’s marketing and/or brokering employees and representatives, consistent with the Commission’s Standards of Conduct.  Additional security mechanisms such as additional confidentiality agreements and password-protected access to information may be added if necessary in order to manage new data confidentiality and CEII concerns.  
C. Transparency Principle

· Order No. 890 requires the Transmission Providers to disclose basic planning criteria, planning assumptions and planning data along with study methodology, criteria, and processes that underlie transmission expansion plans.

· Transmission Providers are required to have written documentation of the study methodology, criteria, and processes used to develop transmission plans.
· Transmission Providers must make available information regarding the status of upgrades identified in their transmission plans in addition to the underlying plans and related studies.
· Where demand resources are capable of providing the functions assessed in a transmission planning process, and can be relied upon on a long-term basis, the demand resources should be permitted to participate in the process on a comparable basis.
· Process must address transparency of planning data and information versus confidentially.

The NCTPC Process documents and posts the basic planning criteria, assumptions and data along with the study methodology, criteria, and process.  For example, the PWG identifies the study assumptions and they are reviewed with the TAG before the set of final assumptions are approved by the OSC.  The Report on the NCTPC Collaborative Plan likewise details all such information and each annual report is available on the NCTPC website.  The NCTPC also has memorialized and posted a document entitled “North Carolina Transmission Planning Collaborative Process” which provides a description of the study methodology, criteria, and processes used to develop the collaborative transmission plan for their service areas.
  
Duke’s internal Transmission System Planning Guidelines are submitted to FERC with Form 715, which is available subject to CEII protection.  
Progress’ Transmission Planning Reliability Criteria are included in its Form 715, which similarly is available subject to CEII protection.  
The documents reporting the results of studies performed by SERC’s and VACAR’s planning groups provide detailed descriptions of the methodology, assumptions, criteria, and processes used in performance of the study.  These materials are available through SERC.
The impacts of demand resources that are capable of providing the functions assessed in a transmission planning process are included in the NCTPC Process on a comparable basis.

The requirement for the transmission owners to report on the status of the upgrade plan is already part of the NCTPC Process and the status of upgrades will be reported to TAG periodically.  SERC and VACAR studies also provide a listing of upgrades that have been modeled in the associated study.
The NCTPC Process covers the issue of data transparency by making planning information available to the public simultaneously to all parties through the TAG process, and imposes confidentiality requirements.  
D. Information Exchange Principle

· Transmission Providers must develop information exchange guidelines and schedules for information exchange, including submittal of information from both network and point-to-point transmission customers.

· Information must be exchanged between transmission customers and Transmission Providers on regular intervals which are identified in advance.

· Transmission Providers must provide all stakeholders a meaningful opportunity to engage in the regional planning process not just providing information and then a review of the plans after the fact.

Under the NCTPC, there are two aspects of information exchange.  First, there is the need to gather information from all stakeholders (including input from TAG) to ensure that there is appropriate inputs into the studies and analyses being performed by the PWG.  This information gathering is accomplished through the PWG collecting various planning data and information as part of the development of the planning models.  Some of this information, however, would not be shared outside the PWG due to the commercial sensitivity of the information.  
Second, the results of studies, as well as information about study methodologies and assumptions are provided to all stakeholders.  Study methodologies and assumptions are reviewed prior to the studies being performed, not after the fact.  Preliminary results are shared with all stakeholders through TAG and commented on prior to the release of the Collaborative Transmission Plan.  
Under the NCTPC, transmission customers are provided information on regular intervals, which intervals are identified in advance through the establishment of the TAG schedule in the annual work plan.  
E. Comparability Principle
· Transmission Provider must develop a transmission plan that:  (1) meets the specific service requests of its transmission customers; and (2) otherwise treats similarly situated customers comparably in transmission system planning.

· Customer demand resources should be considered on a comparable basis to the service provided by comparable generation resources, where appropriate.  
The two primary types of transmission customers are network customers (LSEs) and point-to-point customers (including the wholesale marketing arms of the LSEs).  Network customers are treated comparably with one another and are represented on the PWG and OSC by one of the four entities that comprise the NCTPC Participants.  All point-to-point customers are treated comparably with one another.  The FERC Standards of Conduct and NCTPC Agreement ensure that the wholesale merchant functions of the LSEs are treated in a manner similar to other non-LSEs by restricting the provision of confidential information to such functions.
There is no difference in the treatment of demand resources and generating resources in the planning process; all options that satisfactorily resolve an identified reliability problem would be given consideration.  

F. Dispute Resolution Principle

· For transmission planning related issues, Transmission Providers must have a dispute mechanism outlined in their OATT which is able to address both procedural and substantive planning issues. 

· Transmission Providers can utilize existing dispute resolution process, but must specifically state how the process will be used to address planning disputes.

· Transmission Providers can utilize the existing Commission’s Dispute Resolution Service.

Duke and Progress have alternate dispute resolution (ADR) provisions included in their OATTs that would apply to disputes involving their compliance with the Commission’s transmission planning obligations set forth in Order No. 890, as reflected in their respective OATTs.  Of course, as is the case with disputes arising under the OATT, ADR is optional and a complaint may be made directly to the Commission.  
As to disputes involving the NCTPC Process or the Collaborative Transmission Plan, the NCTPC Participation Agreement addresses how OSC decisions are made and how disagreements regarding those decisions are handled.  The first dispute mechanism is handled through the OSC voting structure, which allows the ITP to cast a tie-breaking vote if necessary to decide on a particular issue.  Duke and Progress, as transmission owners, have the right to reject an OSC decision if it would harm reliability.  To date, neither Duke nor Progress have had to invoke this right.  Additionally, any Participant has the right to seek assistance from the NCUC Public Staff to mediate an issue and render a non-binding opinion on any disputed decision.  
Both the North Carolina and South Carolina state commissions have jurisdiction to resolve disputes involving utilities’ transmission projects that require state authorization through the certificates of public convenience and necessity process.  The South Carolina Code of Laws Section 58, Chapter 33 addresses the process in the state of South Carolina.  NCUC Rule R8-62 addresses this process in North Carolina.
  Both commissions also allow public participation in the IRP process.  The NCUC and SC PSC both allow public participation in and may hold hearings regarding matters related to IRP.
  .
G. Regional Participation Principle

· Each Transmission Provider is 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. 

· Transmission Providers are required to specify the broader region in which they propose to conduct coordinated regional planning.

· The coordinated regional planning process must be open and inclusive and address both reliability and economic considerations.
· Process must allow for customers to request economic upgrades be studied as part of the transmission planning process.

The NCTPC Process is a regional process, involving two significant control areas.  As noted, Duke and Progress hope to expand the NCTPC Process to other LSEs and Transmission Providers in both North Carolina and South Carolina.  The SERC and VACAR planning processes cover broader regions.  

The NCTPC Process involves sharing system plans, using consistent assumptions and data, and identifying system enhancements that could relieve congestion or integrate new resources.  
The SERC and VACAR study processes also ensure that regional transmission plans provide for reliable interconnected system operation over a wide area under stressed system conditions.  Through the SERC-RFC East study group, coordination of plans, data and assumptions is achieved between TVA, VACAR, and the transmission systems of the eastern portion PJM.  Additionally, Duke and Progress both perform studies pursuant to bilateral interconnection agreements with their neighbors.  

The NCTPC Process addresses economic upgrade considerations through the resource supply analysis study options and the ETAP Process.  The NCTPC Process allows for Participants, as well as TAG members, to request economic upgrades be evaluated as part of the transmission planning process.  
H. Economic Planning Studies Principle

· The planning process should address both reliability and economic considerations.  Specifically, Transmission Providers are required to perform economic planning studies (1) to address both “local” congestion and congestion between control areas and sub-regions and (2) to integrate new generation resources and/or loads on an aggregated or regional basis.  
· Customers may request studies that evaluate potential upgrades or other investments that could reduce congestion or integrate new resources and loads on an aggregated or regional basis.  
· Transmission Providers, in consultation with their stakeholders, must develop a means to allow the clustering or batching of requests for economic planning studies so that the Transmission Provider may perform the studies in the most efficient manner.
· Stakeholders must be given the right to request a defined number of high priority economic planning studies annually.  The cost of the defined number of high priority studies will be recovered as part of the overall pro forma OATT cost of service.  Stakeholders may request additional studies at their own expense.  Transmission Provider must post requests, as well as responses to the requests, for economic planning studies on their OASIS or web site.
Both the Reliability Planning and ETAP processes deal with “economic and reliability” issues.  The Reliability Planning Process provides for the inclusion of upgrades to integrate new generation resources and/or loads on an aggregate or regional basis.  Indeed, the purpose of the resource supply analysis is to evaluate transmission system impacts for various resource supply options to meet future load requirements.  This ETAP Process is more focused on projects not necessarily needed for reliability.  ETAP Process evaluates the means to increase transmission access to potential supply resources inside and outside the control areas of both Duke and Progress.  This economic analysis provides the opportunity to study what transmission upgrades would be required to integrate new generation resources and/or loads on an aggregated or regional basis along with addressing both “local” congestion and congestion between control areas and sub-regions as requested.  
The ETAP Process begins with the Participants and TAG members proposing scenarios and interfaces to be studied.  As part of the TAG process, customers may request studies that evaluate potential upgrades or other investments that could reduce congestion or integrate new resources and resources and loads on an aggregated or regional basis.  The PWG coordinates the development of the ETAP studies based upon the OSC-approved scope and prepares a report which identifies recommended transmission solutions that could increase transmission access.  Although the NCTPC process currently does not dictate a specific number of economic studies that must be performed, the five studies suggested by the FERC is well within the range of the  quantity that the NCTPC contemplates providing at no charge prior to the provision requiring study requesters to pay for studies themselves.  
In addition, the SERC and VACAR processes provide information as to the availability of economic access and the impact of upgrades by stressing the system beyond what would be reasonably needed to meet system loads.
I. Cost Allocation Principle

· Transmission Providers must develop cost allocation principles that apply to regional projects that do not fit under existing OATT cost allocation structures.

· Each regional transmission planning process can develop its own cost allocation criteria and solution as long as it follows these three general principles:

· Fairly assigns costs to those who caused the problem as well as to those who will benefit from the solution.

· Provide adequate incentives to the Transmission Providers to construct.

· Generally supported by the states and participants across the planning region.

· Each planning process must address the cost allocation principle upfront.
Duke and Progess, working through the NCTPC process, plan to develop a cost allocation proposal for regional transmission projects that span more than one transmission owner.  
Duke and Progress fully support the Commission’s three identified cost allocation principles.  Just as importantly, the final principles must ensure cost recovery.  Mere support for a project from state commissions and FERC is insufficient where the state commission and/or FERC does not also support the recovery of the (prudent) costs that are allocated to the customers that such commissions regulate.  

Attachment A
I. Description of the North Carolina Transmission Planning Collaborative Process
A. General Background
The North Carolina Transmission Planning Collaborative (NCTPC) was established through a Participation Agreement entered into by and among:  Duke Energy Carolinas, LLC (Duke), Progress Energy Carolinas, Inc. (Progress), North Carolina Electric Membership Corporation (NCEMC), and ElectriCities of North Carolina (ElectriCities) (collectively, Participants).  The NCTPC was established in response to concerns about the adequacy of the electric transmission infrastructure that arose in discussions facilitated by the North Carolina Utilities Commission (NCUC).  With input from customers and other stakeholders, the Participants established this regional planning process (NCTPC Process) to:
1. provide the Participants and other stakeholders an opportunity to participate in the transmission planning process, 

2. preserve the integrity of the current reliability and least-cost planning processes, 

3. expand the transmission planning process to include analysis of increasing transmission access to supply resources inside and outside the control areas of Duke and Progress, and 
4. develop a single coordinated transmission plan for the Participants that includes reliability and enhanced transmission access considerations while appropriately balancing costs, benefits and risks associated with the use of transmission and generation resources.
In order to create and implement the NCTPC Process, the Participants agreed to: 

5. share confidential and proprietary transmission, load forecasts, and other necessary information with each other to the extent required to implement the NCTPC Process;
6. protect all such confidential and proprietary information from disclosure to the public, their respective marketing and brokering employees and representatives consistent with the FERC Standards and Codes of Conduct;

7. pay their fair share of the administrative costs to implement the Process; and 

8. cooperate in good faith with all other Participants to accomplish the goals of the Process and reach mutually acceptable resolution of transmission planning issues so as to minimize the need to initiate regulatory proceeding to resolve transmission adequacy issues.

B. Role of NCTPC Committees and Other Groups
The Participation Agreement outlines the establishment of and the specific roles of the various committees and groups associated with the NCTPC Process.  The four groups are:  the Oversight/Steering Committee (OSC), the Planning Working Group (PWG), the Transmission Advisory Group (TAG), and the Independent Third Party (ITP).
1. Oversight/Steering Committee 
The OSC is responsible for overseeing and directing all the activities associated with this NCTPC Process.  The OSC consists of eight appointed members.  Duke, Progress, ElectriCities, and NCEMC each appoint two members to the OSC and may appoint up to two alternate members to the OSC.  The ITP is an ex officio member of the committee.  The OSC’s duties include:

9. Participation in and coordination of the overall NCTPC Process.

10. Review and approve transmission planning criteria and critical assumptions for the bulk transmission system (i.e., 230 kV and above plus lower voltage facilities that substantively affect the NCTPC) and where appropriate, develop and recommend such criteria and assumptions to be used in the planning studies.

11. Promote the application of such planning criteria and assumptions within the territories served by the Participants.

12. Review and recommend revisions to the transfer capability, transmission reliability margin (TRM) and capacity benefit margin (CBM) criteria and calculations of the transmission owners for consistency with SERC and NERC established criteria as well as good utility practice; recommend transfer capability, TRM and CBM criteria or methodologies which would be applied consistently in the NCTPC, adjusted as appropriate to accommodate local conditions that merit special consideration.

13. Provide direction and oversight to the PWG and any other group that may be formed by the OSC.

14. Nominate and approve the PWG members.  
15. Select the ITP consultant and provide direction and oversight of the ITP work activities.

16. Develop an annual plan with an associated budget each year and monitor the budget versus actual expenditures throughout the year.

17. Keep the NCUC non-LSE and stakeholders informed concerning the work undertaken through the NCTPC Process.
2. Planning Working Group 

The PWG is responsible for developing and performing the appropriate simulation studies to evaluate the transmission conditions in the Participants’ service territories and recommend a coordinated solution for the various transmission limitations identified in the studies.  The PWG consists of up to twelve (12) members.  Duke, Progress, ElectriCities, and NCEMC each nominate at least one and up to three members to the PWG.  The ITP also has a representative on the PWG.  The PWG duties include the following:

18. Development of all data inputs for the study simulations associated with the transmission expansion planning process.

19. Determination of the appropriate study simulations to be performed for the development of a Collaborative Transmission Plan.

20. Coordinate the execution of the study simulations.  The actual simulation work will be performed by Duke and Progress with all aspects of the simulations overseen by the PWG (including the ITP).
21. Analyze all study results.

22. Prepare recommendations and reports based on the analysis of the results.

23. Develop input to the OSC’s annual business plan and associated budget and monitor PWG related budget versus actual expenditures throughout the year.

3. Transmission Advisory Group
The purpose of the TAG is to provide advice and recommendations to the Participants to aid in the development of an annual Collaborative Transmission Plan.  The TAG membership is open to all parties interested in the development of a coordinated transmission expansion plan across the respective service territories of the Participants in North Carolina and South Carolina.  The current TAG membership includes North Carolina state commission staff, independent generators, marketers, transmission customers, and representatives from neighboring systems.  An email distribution list of the TAG members is maintained so that information can be quickly disseminated via email to all members simultaneously.  The TAG meetings are an open forum for all members and are chaired and facilitated by the ITP.  The TAG meets at least 4 times a year (approximately once a quarter) and more often if necessary.  A yearly meeting and activity schedule is prepared and discussed with the TAG members annually.  Meeting notices and meeting information, including the meeting agenda and meeting materials, are distributed via emails and are posted on the NCTPC website.

The specific duties of this group include:

24. Participate in the TAG meetings in a constructive and professional manner.

25. Provide timely input on the issues associated with the development of the transmission expansion planning process. 

26. Provide advice and recommendations to the OSC on the transmission expansion plan results.
4. Independent Third Party
An ITP facilitates the overall NCTPC Process.  The ITP coordinates the TAG activities, chairs the meetings, and facilitates the meeting discussions to ensure open dialogue among the TAG members and the Participants.  The ITP has the following general responsibilities in the NCTPC Process:

27. Serve as the independent facilitator for the Process and work to achieve consensus among the Participants and the among the TAG members on all related regional planning issues.
28. Provide transmission planning expertise.
29. Provide an independent third-party view.
30. Assist the OSC Chair and Vice Chair in the performance of their duties as requested.
The ITP also provides the leadership role in developing the Enhanced Transmission Access Planning (ETAP) Process, subject to the oversight of the OSC.  In fulfilling these duties the ITP performs the following:
31. Develops the mechanisms to solicit and obtain the input of all market participants related to the ETAP Process.

32. Takes all reasonable action to ensure that no member or non-member marketing/brokering organizations receive preferential treatment or achieve competitive advantage through access to transmission-related information.   

33. Ensures that confidentiality of information and Standards/Code of Conduct requirements are being adhered to within the PWG process.  
C. Participation of NCUC
The NCUC is very engaged and supportive of the NCTPC Process.  The Commissioners receive periodic status updates and the progress reports on the NCTPC Process.  The NCUC staff regularly participates in the open TAG meetings and provides comments and recommendations on various elements of the NCTPC Process in the TAG discussions.
II. the development of the Collaborative Transmission Plan
The NCTPC Process is a coordinated regional planning process that includes both Reliability Planning and ETAP processes which results in the development of a Collaborative Transmission Plan.  The flow chart below reflects the NCTPC Process.  

Each year, the OSC initiates the process to develop the annual Collaborative Transmission Plan.  The process allows flexibility to make modifications to the development of the plan throughout the year as needs change, new needs arise, or new solutions to problems are identified.  The OSC provides notice of the commencement of the process to develop the annual Collaborative Transmission Plan via e-mail to the TAG and posts a notice on the NCTPC website. 
A. Reliability Planning Process

The Reliability Planning Process is the transmission planning process that has traditionally been used by the individual transmission owners to provide safe and reliable transmission service at the lowest reasonable cost.  The Reliability Planning Process has expanded the traditional individual transmission owner’s planning process to a coordinated process that includes the active participation of the Participants and input from other interested stakeholders through the TAG.  

The Reliability Planning Process begins with the incumbent transmission owners’ most recent reliability planning studies and includes current transmission upgrades plans from previous studies.  This process includes a base reliability study that evaluates the transmission system’s ability to meet projected load growth given the Participants’ planned Network Resources.  

In addition, the PWG solicits input from the Participants for different scenarios on where to include alternative supply resources to meet their load demand forecasts in the study.  This step provides the opportunity for the Participants to propose the evaluation of other resource supply options to meet future load demand due to load growth, generation retirements, or purchase power agreement expirations.  The PWG analyzes the proposed interchange transactions and/or the location of generators to determine if those transactions or generators create any reliability criteria violations.  Based on this analysis, the PWG provides feedback to the Participants on the viability of the proposed interchange transactions or generator locations for meeting future load requirements.  The PWG coordinates the development of the reliability studies and the resource supply option studies based upon the OSC-approved scope and prepares a report with the recommended transmission reliability solutions.  

The reliability study results are reviewed and discussed with the TAG before the OSC makes a final decision on the Collaborative Transmission Plan.  The final results of the Reliability Planning Process include summaries of the estimated costs and schedules to provide any transmission upgrades and/or additions needed to maintain a sufficient level of reliability necessary to serve the native load of all Participants.  
B. Enhanced Transmission Access Planning Process 

The ETAP Process is the economic planning process that allows the stakeholders through the TAG to propose economic upgrades to be studied as part of the transmission planning process.  Specifically, the ETAP Process evaluates the means to increase transmission access to potential supply resources inside and outside the control areas of both Duke and Progress.  This economic analysis provides the opportunity to study what transmission upgrades would be required to integrate new generation resources and/or loads on an aggregated or regional basis along with addressing both “local” congestion and congestion between control areas and sub-regions as requested.  
The ETAP Process begins with the Participants and TAG members proposing scenarios and interfaces to be studied.  The information required and the form necessary to submit a request as well as the submittal deadline is reviewed and discussed with the TAG at the beginning of the annual planning cycle.  As part of the TAG process, customers may request studies that evaluate potential upgrades or other investments that could reduce congestion or integrate new resources and loads on an aggregated or regional basis.  TAG members may request additional studies at their own expense.  
The proposed scenarios and interfaces are compiled by the PWG.  After consultation with the TAG, the PWG develops a means to allow the clustering or batching of requests for economic planning studies so that the PWG can perform the studies in the most efficient manner.  The PWG prepares a recommendation for the OSC on the proposed studies to be performed.  The OSC will evaluate the PWG recommendation to determine which ones will be included for analysis in the current planning cycle.  
The final results of the ETAP Process include the estimated costs and schedules to provide the increased transmission capabilities.  The enhanced transmission access study results are reviewed and discussed with the TAG.  While the transmission owners as part of the NCTPC Process need to study economic upgrades, they do not have an obligation to build or fund.  
C. Developing the Collaborative Transmission Plan & Report
The two planning processes both require annual study processes, which largely are identical.  More specific details about the development of the study process that typically underlies the Collaborative Transmission Plan are set forth briefly below.  
1. Assumptions 

The PWG selects the study assumptions for the analysis based on direction provided by the OSC.  Once the PWG identifies the study assumptions, they are reviewed with the TAG before the set of final assumptions are approved by the OSC. 
2. Study Criteria 

The PWG establishes the planning criteria by which the study results will be measured.  The selected study criteria promote consistency in the planning criteria used by all Participants, while allowing for circumstances that are unique to individual systems.
3. Data Collection and Case Development 
The transmission owners collect the necessary planning data and information from all the Participants and transmission customers as required.  The guidelines, data formats, and schedules for the data and information exchange are established by the PWG.  This process includes contacting both network and point-to-point transmission customers to get their input on current transmission service reservations as well as future transmission service scenarios to be factored into the base planning models and the technical analysis.  The timing of this data collection process is established as part of the development of the annual study work plan that is prepared by the PWG, reviewed with TAG, and approved by the OSC.  The transmission owners also exchange planning data and information with the neighboring transmission systems through the SERC and VACAR planning activities.  This neighboring system data and information is also utilized in the development of the base case planning models.  Planning data and information is also solicited from the TAG members.  

Based on the OSC-approved planning standards the transmission owners will prepare the base case models.  These models will be reviewed with the PWG to ensure that they represent the study assumptions approved by the OSC.  The transmission owners will also develop the necessary change case models as required to evaluate different resource supply scenarios and enhanced transmission access scenarios as directed by the OSC.  Those change case models will also be reviewed with the PWG to ensure that they represent the study assumptions approved by the OSC. 
4. Methodology 

The PWG determines the methodologies that will be used to carry out the technical analysis required for the approved studies.  The PWG also determines the specific software programs that will be utilized to perform the technical analysis.

5. Technical Analysis and Study Results 

The PWG performs the technical study analysis in accordance with the OSC approved study methodology and produces the study results for review by the PWG.  Results from the technical analysis are reported throughout the study area to identify transmission elements approaching their limits such that all Participants are made aware of potential issues and appropriate steps can be identified to correct these issues, including the potential of identifying previously undetected problems. 
6. Assessment and Problem Identification 

The transmission owners each run their own technical assessments.  Duke reliability criteria is used for Duke’s transmission facilities, and Progress reliability criteria is used for Progress transmission facilities.  The transmission owners each document the reliability problems resulting from their assessments and forward that information directly to the PWG for their review.  The PWG evaluates the technical results provided by the transmission owners to identify problems and issues and reports to the OSC.
7. Solution Development
The transmission owners along with the PWG identify potential solutions to the transmission problems identified and will test the effectiveness of the potential solutions through additional analysis as required and ensure that the solutions meet the study criteria previously developed.  The transmission owners then estimate the costs for each of the proposed transmission solutions (e.g., cost, cash flow, present value) and develop a rough schedule estimate to complete the construction of the proposed facility.  This information is reviewed and discussed by the PWG.
8. Selection of Preferred Transmission Plan

The transmission owners along with the PWG compare all of the alternatives and select the preferred solution by balancing the project cost, benefit, and associated risks.  The PWG selects a preferred set of transmission improvements that provides the most reliable and cost effective transmission solution while prudently managing the associated risks.  The PWG provides the OSC with their recommendations based on this selection process.
9. Collaborative Transmission Plan Report 
Once Reliability and ETAP studies are completed, the PWG prepares a draft “Collaborative Transmission Plan Report” based on the study results and the recommended transmission solutions for review and discussion with the OSC.  The report includes a comprehensive summary of all the study activities as well as the recommended transmission improvements including estimates of costs and construction schedules.  The OSC forwards the draft report to the TAG for their review and discussion.  The OSC evaluates the results and the PWG recommendations and the TAG input to determine if any proposed enhanced transmission access projects will be implemented.  If so, the initial reliability study results will be updated and the transmission plan modified accordingly.  The OSC approves the final Collaborative Transmission Plan for execution by the transmission owners.  The final Collaborative Transmission Plan Report is posted on the NCTPC website and the transmission owners’ OASIS.
Collaborative Transmission Plan Report allows Participants to identify any alternative, least-cost resources to include with their respective Integrated Resource Plans.  Other stakeholders can similarly use this information for their own resource planning purposes.  The transmission owners share the Collaborative Transmission Plan Report with their neighboring transmission systems.  Specifically, the transmission owners utilize the existing SERC and VACAR planning activities as the forum to review and share the results with the neighboring transmission systems. 
As part of the NCTPC Process, the transmission owners periodically provide TAG a report on the status of the transmission upgrades presented in the previous Collaborative Transmission Plans.  This enables the TAG members to keep track on the progress of completing the transmission expansion plans over the course of the engineering and construction phases of the project.  

III. Data and Information Confidentially
The NCTPC Process ensures that Participants abide by the FERC Standards and Code of Conduct.  Each Participant is restricted from sharing or giving access to confidential data and information with any employee, representative, and/or organization directly involved in the sale and/or resale of electricity in the wholesale electricity such that do not receive preferential treatment or a competitive advantage.  The TAG members, including the wholesale energy marketers, receive the planning data and information through the TAG distribution process which includes simultaneous email messages and postings on the NCTPC website.  
The NCTPC Process requires each Participant to maintain a list of representatives who have access to the confidential data and information.  It is documented in writing that each Participant representative has read the data and information obligations and understands the requirements before being provided access to any confidential data or information related to the NCTPC Process.  If a breach of data or information confidentially does occur, the Participant’s OSC representative immediately notifies the OSC, initiates an investigation of its internal policies and procedures, implements actions to prevent such a recurrence of such breach, and notifies the OSC as to the cause and actions taken to prevent the recurrence.
IV. Dispute Resolution Mechanism
The NCTPC Process specifies how OSC decisions are made and how disagreements regarding those decisions are handled.  The first dispute mechanism is handled through the OSC voting structure, which allows the ITP to cast a tie breaking vote if necessary to decide on a particular issue.  The transmission owners have the right to reject an OSC decision if they concur it would harm reliability.  Any Participant has the right to seek assistance from the NCUC Public Staff to mediate an issue and render a non-binding opinion on any disputed decision.  
V. Transmission Cost Allocation 
Most transmission upgrades proposed through the NCTPC Process have been the sort that would be built by a single transmission owner, with the transmission project costs being recovered through the transmission owner’s applicable rate structures at that time, i.e., the OATT and retail rates.  As to the one project that has components owned by Duke and Progress, each transmission owner will recover its costs through its own OATT and retail rates.
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� Neither Duke nor Progress will actually label their transmission planning attachments as “Attachment K,” as such designation already is in use.  For simplicity, however, the attachment will be referred to as Attachment K herein.  


� The 2006 Report, appendices, and updates are located at http://www.nctpc.org/nctpc/listDocument.do?catId=REF.


� Duke’s internal planning process includes a role for its Independent Entity, as set forth in Article 8 of Attachment K to the Duke open access tariff.  The Independent Entity holds an annual Transmission Planning Conference that is open to stakeholders and may participate in the NCTPC.


� The NCUC opened a proceeding in October, 2006, which proceeding is still pending, to consider changes to the current IRP process.  


� E.g., Least-Cost Planning Procedure for Electric Utilities under the Jurisdiction of the Public Service Commission of South Carolina, Order No. 98-502 (SC PSC July 2, 1998).


� It is located at:  � HYPERLINK "http://www.nctpc.org/nctpc/document/REF/2006-02-06/Transmission%20-%20NCTPC%20PROCESS%20doc%20012406-%20final.pdf" ��http://www.nctpc.org/nctpc/document/REF/2006-02-06/Transmission%20-%20NCTPC%20PROCESS%20doc%20012406-%20final.pdf�.


� See http://www.ncuc.commerce.state.nc.us/ncrules/chap8.htm#rule_8-60.


� Id. (Rule 8-60 addresses the NCUC IRP process); Least-Cost Planning Procedure for Electric Utilities under the Jurisdiction of the Public Service Commission of South Carolina, Order No. 91-885 (Oct. 21, 1991) (addressing public participation in SC PSC IRP process).
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