SERTP Interim Meeting - FERC Order No. 1000 Discussion

April 10, 2013

Andrew Taylor of Southern Company Transmission, on behalf of the SERTP Sponsors,
provided a presentation regarding their proposed compliance with FERC Order No.
1000. This presentation followed the power point slide program entitled “Presentation
— SERTP April 10t Interim Stakeholder Meeting.” As such, much of the discussion that
tracked the slides in that presentation is not reproduced below, but the substance of
those discussions is contained in that document, available on the SERTP website.!
Please submit any written comments on the Non-RTO Strawman and the April 10t
meeting by April 19, 2013 to provide the SERTP Sponsors time to evaluate the
comments and consider changes to the process. The SERTP Sponsors endeavor to post
interregional strawmen for the RTO seams in mid-April 2013 and request written
comments on those strawmen by May 1st, 2013. Meetings such as the April 10, 2013
interim meeting are an avenue for stakeholders to offer comments, but there are others.
Interested parties can submit written comments through the SERTP website.

Interregional Implementation Schedule
¢ Filing deadline for interregional compliance extended to July 10, 2013.

Interregional Seams Overview
Interregional Requirements Overview

Strawman Proposal for Non-RTO Seams
e Coordination
e Data Exchange
o Allison Clements (NRDC) - What does it mean “only data/models
related to the current regional plans” will be exchanged?
= Andrew Taylor (Southern) - The SERTP uses specific
information and models to develop their regional transmission
plan. Say, for instance, the FRCC is using different types of
models. It would not be incumbent on SERTP to create or
exchange models, not applicable to the SERTP’s regional
planning process or the development of the SERTP’s regional
transmission plan, with FRCC.
o Allison Clements (NRDC) - Why didn’t you include stability models?

1 This document represents a good faith effort to accurately capture the major
themes of the discussions that occurred at this meeting (although, again, it does not
repeat the portions of those discussions that simply followed the power point
presentation). Importantly, this document should not be considered to be in the
nature of an official transcript.



» Andrew - The SERTP process typically evaluates and identifies
potential solutions for thermal constraints and then feeds it
into other types of analyses. Should those models, such as
stability models, need to be made available, the regions would
exchange that information.

o Jimmy Glotfelty (Clean Line) - If you are a nonincumbent, will you also
be provided this information?

* Andrew Taylor (Southern) - Data availability is covered in
more detail in the “Transparency” section, but this information
will also be made available to stakeholders, subject to
appropriate confidentiality /CEII requirements.

o Jimmy Glotfelty (Clean Line) - Does a stakeholder have to have a
subscription to specific modeling tools to access the data?

= Andrew Taylor (Southern) - The models we post require
software to access them. There are several software options
that can be used, but to legitimately be able to use the models,
you would need a software tool that could handle it. We also
indicate, on the SERTP website, the latest version of software
that we are using.

o Allison Clements (NRDC) - Do you intend to provide assumptions for
the models?

= Andrew Taylor (Southern) - The models inherently include the
assumptions, explicitly modeled, but if an entity has a question
about specific assumptions, we would be happy to answer
those questions.

Joint Evaluation
o Frank Rambo (SELC) - When you look at the neighboring regions’
plans, are you only looking at potential interregional solutions already
proposed/included in that plan or do you look at facilities that have
not been proposed?

* Andrew Taylor (Southern) - The intent is to look beyond that,
to look for interregional facilities not already identified in the
respective regional plans.

o Allison Clements (NRDC) - How is it possible to proactively identify
more cost effective solutions without doing a joint study?

* Andrew Taylor (Southern) - The process we’ve outlined is a
joint evaluation, but there must be a proposed interregional
facility to evaluate. There are several different ways to identify
a potential regional solution and once those ideas materialize,
you can do a joint evaluation to determine whether it is a
viable project. The joint evaluation involves a lot of
coordination as outlined, but happens through the respective
regional evaluation processes, consistent with the
requirements in the Order.

o Jimmy Glotfelty (Clean Line) - What about a non-cost allocated
facility, such as a merchant HVDC line?



Andrew Taylor (Southern) - The data requirements for the
regional processes would apply and the neighboring regions
would coordinate to study the affects of such a line based upon
the data they share and receive from the merchant.

e C(Cost Allocation
o Criteria

Allison Clements (NRDC) - What would happen if a project is
identified in the review by the neighboring regions’ TPs (not
proposed by a stakeholder or nonincumbent)? Would that line
get sent back down through the regional processes?

e Andrew Taylor (Southern) - Cost allocation projects can
be proposed by anyone (incumbent or non-incumbent).
Likewise, incumbents and non-incumbents do not have
to use the cost allocation method, so it depends on the
preference of the proposer. It could still qualify for cost
allocation if incumbents propose it subject to the
interregional cost allocation process/requirements
outlined.

Frank Rambo (SELC) - The SERTP Regional Filing has a case-
by-case approach for things that don’t meet the voltage or
length criteria. Is this a similar idea?

e Andrew Taylor (Southern) - An interregional CAP
project, to be selected for interregional cost allocation,
must be selected in the neighboring regions’ plans for
CAP and therefore must satisfy the respective regional
CAP criteria. The case by case approach is included in
our regional process already and so the strawman
language is an additional redundancy to continue to
highlight this concept.

o Benefits

Jimmy Glotfelty (Clean Line) - Other regions don’t think about
how DC lines work and they have faced challenges as a result of
this because one region may not receive any benefits.

Kyle Hannah (Dominion) - How do you handle a project that
was proposed purely on an economic benefit standpoint?

e Andrew Taylor (Southern) - From a regional process
standpoint, the SERTP does not earmark projects as
economic, reliability, or otherwise. If a project comes in
that is more efficient or cost effective, the benefit we see
is the displaced transmission costs of the projects we
had planned on pursuing.

o Reevaluation/Removal from Regional Plans

Jimmy Glotfelty (Clean Line) — Does that mean that these plans
are living documents?



e Andrew Taylor (Southern) - Absolutely. That is what
we've tried to convey throughout the regional process
discussions. A published plan is a snapshot at that
moment and as forecast conditions and planning inputs
change, the plan will evolve to meet the changes.

o Summary of Interregional Timeline
e Transparency
e General Questions
o Ben Crawford (Florida PSC) - Related to public policy requirements,
we are concerned about states with RPS, we may have projects driven
by those concerns but wouldn’t be considered as benefits in the other
regions.

Andrew Taylor (Southern) - No region will be allocated costs
for which it receives no benefits and the benefits considered in
both regions, as outlined in the strawman, are the same -
avoided transmission costs. If there are planned transmission
projects in a given region addressing transmission needs
driven by RPS standards, it is up to the region with the RPS to
determine if those projects could be displaced by a proposal
and therefore if the proposal is providing benefit to the region.

o Ben Crawford (Florida PSC) - FERC backstop authority could be used
to force a benefit on a region that that region does not consider a
benefit.

Doug McLaughlin (Southern) - The value of the transmission
system is in providing delivery service. Whatever issue there
is (i.e. an RPS), to the extent it requires delivery service, it
would result in projects identified to provide that service. The
interregional project would have to be more efficient or cost
effective to provide that delivery service than the projects
currently identified to do so. In that way, you can always
compare different sets of projects to determine what your
benefits are from a cost allocation standpoint.

o Ben Crawford (Florida PSC) - Is that the only benefit you look at, no
generation cost reductions?

Andrew Taylor (Southern) - Yes, that is the only benefit we
quantify for interregional CAP. In terms of generation and
those types of decisions, those are fed as inputs into the
transmission planning process. From the transmission
planning perspective, you plan for firm delivery services for
the assumptions that are given to it (by those outside of the
transmission planning process). Once you have decided the
facilities necessary to provide delivery service, then those
facilities are subject to being displaced..



o Jimmy Glotfelty (Clean Line) - Did you opt to use avoided
transmission costs because it is easier in a market with LMPs to
determinethe spot price for generation?

Andrew Taylor (Southern)- It is not whether determining
other metrics are easier to calculate, but rather, for the SERTP,
avoided transmission costs are the only appropriate
quantification of benefits. Firm delivery services, such as
resource decisions from load serving entities, drive
transmission needs and subsequently transmission projects.
To the extent a proposal is a more efficient and cost effective
way to address identified needs, then the benefit is the avoided
cost of projects that would have been pursued without the
proposal.

o Jimmy Glotfelty (Clean Line) - So a market doesn’t decide what
resources there are, the LSEs do and the TPs make sure the LSE’s
resource decisions are efficiently planned for?

Doug McLaughlin (Southern) - It’s really not market
dependent. In an RTO market, a desired transmission delivery
capability and/or reliability need would be identified, which
would then require transmission projects to serve it. The same
occurs in non-RTO markets. This inter-regional process seeks
to identify inter-regional projects that would be more efficient
and cost effective to serve the delivery need than local or
regional projects. For this reason, the benefits of any
transmission project can always be quantified in terms of the
alternate projects which it would displace.

o Frank Rambo (SELC) - Will the regions post whatever they did
through their interregional coordination?

RTO Seams

Andrew Taylor (Southern) - Any facilities proposed and
evaluations performed will be made available through the
respective regional processes, so stakeholders can participate
in the SERTP and understand the on-going interregional
coordination activities with neighboring seams.

Discussions are ongoing with the RTO neighbors. We plan to post strawmen
within the next week or so, but we can review the high-level concepts that
will be included.

Interregional Cost Allocation

o Jimmy Glotfelty (Clean Line) - What if something is only cost allocated
in one region, but is in both regional plans.

Andrew Taylor (Southern) - If you are talking about
interregional cost allocation, it has to be selected in both
regions.



o Jimmy Glotfelty (Clean Line) - [ am getting to the specific point of DC
lines, what is a regional plan and a regional plan for purposes of cost
allocation? This makes perfect sense for AC lines, but it is ambiguous
with respect to DC lines.

* Andrew Taylor (Southern)- Are you talking about DC lines
proposed for cost allocation?

o Jimmy Glotfelty (Clean Line) - I'm talking about one that would be
participant funded, not cost allocated, but how are consistent with
regional plans

= Bryan Hill (Southern) - For the SERTP there is no distinction
between a “regional plan” and a “regional plan for cost
allocation.” There is one regional plan. If there is a facility two
regions have agreed upon, it will be reflected in the plan.

o Jimmy Glotfelty (Clean Line) - Specific example: DC line has been
submitted in the SPP planning process. Because it is not providing
benefits to SPP (though it is geographically located in SPP) there are
no costs for the region to bear for purposes of cost allocation. SPP
asks, then why are we putting it in our plan?

* Doug McLaughlin (Southern) - In the hypothetical, are you
looking to get regional cost allocation out of the project?

o Jimmy Glotfelty (Clean Line) - No.

= Doug McLaughlin (Southern) - So you are not submitting that
for interregional cost allocation. For your particular project,
you would be working with SPP within their region for
whatever connections would support their terminal
connections on that end and SERTP in their regional process
for the terminal on that end, but wouldn’t be looking for
interregional cost allocation for the project because you’d be
looking to recover the costs by other means.

o Jimmy Glotfelty (Clean Line) - But I want to be consistent with
regional plans.

* Doug McLaughlin (Southern) - Our regional plan has all
facilities needed to met delivery commitments and delivery
needs. Whatever facilities would be needed to connect the DC
facility would be included in the plan, but not for purposes of
cost allocation.

o Jimmy Glotfelty (Clean Line) - So they would be in the plan to the
extent they are connected with some other party?

* Doug McLaughlin (Southern) - Correct.

e Frank Rambo (SELC) - Can you talk about what the major differences are
shaking up to be between the RTO-seams and Non-RTO seams strawmen?

o Andrew Taylor (Southern) - At a high level there are very few
differences between the two. The only one that jumps to mind is that
regional plans are reviewed biennially instead of annually. The
genesis for that is the construct the RTOs have used with their other



seams. The biennial frequency of meeting is a minimum number
though, so it may occur more often as appropriate.

Please submit comments on the Non-RTO Strawman by April 19, 2013 and on the

RTO Strawman by May 1, 2013.
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