
BEFORE T H E  
F L O R I D A  P U B L I C  S E R V I C E  C O M M I S S I O N  

I n  t h e  M a t t e r  o f :  

R E V I E W  O F  F L O R I D A  POWER DOCKET NO. 0 0 0 8 2 4 - E 1  
C O R P O R A T I O N ' S  E A R N I N G S ,  I N C L U D I N G  
E F F E C T S  O F  PROPOSED A C Q U I S I T I O N  
O F  F L O R I D A  POWER CORPORATION B Y  
C A R O L I N A  POWER & L I G H T .  

R E V I E W  O F  F L O R I D A  POWER & L I G H T  DOCKET NO. 0 0 1 1 4 8 - E 1  
COMPANY'S PROPOSED MERGER W I T H  
ENTERGY C O R P O R A T I O N y  T H E  FORMATION 
O F  A F L O R I D A  TRANSCO, AND T H E I R  
E F F E C T  ON F L O R I D A  POWER & L I G H T ' S  
R E T A I L  R A T E S .  

R E V I E W  O F  TAMPA E L E C T R I C  COMPANY DOCKET NO. 0 1 0 5 7 7 - E 1  
AND I M P A C T  O F  I T S  P A R T I C I P A T I O N  
I N  G R I D F L O R I D A ,  A F L O R I D A  
T R A N S M I S S I O N  COMPANY, ON T E C O ' S  
R E T A I L  RATEPAYERS.  

E L E C T R O N I C  V E R S I O N S  O F  T H I S  T R A N S C R I P T  A R E  
A CONVENIENCE COPY ONLY AND A R E  NOT 

T H E  O F F I C I A L  T R A N S C R I P T  O F  T H E  H E A R I N G .  
T H E  . P D F  V E R S I O N  I N C L U D E S  P R E F I L E D  T E S T I M O N Y .  

VOLUME 3 
P a g e s  382 through 507 

PROCEEDINGS:  H E A R I N G  

BEFORE: COMMISSIONER E .  LEON JACOBS 
COMMISSIONER J .  T E R R Y  DEASON 
COMMISSIONER L I L A  J A B E R  
COMMISSIONER B R A U L I O  B A E Z  
COMMISSIONER M I C H A E L  A .  P A L E C K I  

D A T E  : Thursday, O c t o b e r  4 ,  2001 

T I M E :  R e c o m m e n c e d  a t  8:40 a . m .  

P L A C E :  

REPORTED B Y :  

B e t t y  E a s l e y  C o n f e r e n c e  c e n t e r  
4075 E s p l a n a d e  way, R o o m  148 2 LD 
Tal 1 ahassee, F l  o r i  da 

MARY A L L E N  N E E L ,  RPR 2-  

i t  
*rr cc 
d 0 

- a 3  

L-.. 

$ 0  

3 
u -  
Q 
n 



APPEARANCES: AS h e r e t o f o r e  s t a t e d .  

I N D E X  

WITNESSES - VOLUME 3 

NAME 

M I K E  NAEVE 
HENRY I. SOUTHWICK 
C. MARTIN MENNES 
GREG RAMON 

C o n t i  nued C r o s s - E x a m i  n a t i o n  by M r  . K e a t i  ng 

C E R T I F I C A T E  OF REPORTER 

E X H I B I T S  - VOLUME 3 

NUMBER I . D .  

8 ( L a t e - f i  1 ed) G r i  d F l o r i  da 459 
Transmi s s i  on O p e r a t i  on and 
C o n t r o l  i n P e n i  nsul  ar  F1 o r i  da 

9 FERC O r d e r  A c c e p t i n g  A m e n d m e n t ,  506 
D o c k e t  N o .  ~ ~ 0 1 - 3 4 7 3 , 0 0 0 ,  I ssued  
A u g u s t  2 8 ,  2001 

383 

PAGE 

384 

507 

EVD . 
459 

506 

FLORIDA PUBLIC  SERVICE COMMISSION 



8 

9 

10 

11 

1 2  

1 3  

1 4  

1 5  

16 

1 7  

18 

19 

2 0  

2 1  

2 2  

2 3  

2 4  

2 5  

384 

P R O C E E D I N G S  

( T r a n s c r i p t  cont inues i n  sequence f rom 

volume 2 . )  

CHAIRMAN JACOBS: Good morning. W e ' l l  go 

back on t h e  record.  And I b e l i e v e  we w e r e  i n  t h e  

process o f  cross-examinat ion f o r  t h e  pane l ,  and 1 

b e l i e v e ,  s t a f f ,  y o u ' r e  up. 

MR. KEATING: Thank YOU. 

Thereupon, 

M I K E  NAEVE, C. MARTIN MENNES, HENRY I. 

SOUTHWICK, and GREG RAMON 

cont inued t h e i r  tes t imony under oa th  f rom volume 2 as 

fo11 ows : 

CONTINUED CROSS-EXAMINATION 

BY MR. KEATING: 

Q Good morning, p a n e l i s t s .  I t h i n k  we l e f t  

o f f  l a s t  n i g h t  on t h e  l i n e  o f  ques t i on ing  concern ing 

t h e  market mon i to r  i n  t h e  G r i d F l o r i d a  proposa l .  I 

have a f e w  more ques t ions  on t h a t  l i n e  b e f o r e  I move 

on. 

I b e l i e v e  M r .  Naeve had made a statement 

concerning how t h e  market mon i to r  i s  funded and 

i n d i c a t e d  t h e r e ' s  some -- t h a t  t h e  Commission has some 

r o l e  i n  t h e  budget. I guess t o  be d i r e c t ,  how i s  t h e  

market moni tor  funded? 
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A (By M r .  Naeve) The market mon i to r  has t h e  

a u t h o r i t y  t o  propose i t s  own budget t o  t h e  FERC. 

There 's  t h e  process by which t h e  market mon i to r  

submits i t s  budget t o  be reviewed ahead o f  t i m e  t o  t h e  

P u b l i c  Serv ice  Commission as w e l l  as t o  t h e  RTO and 

t h e  Adv isory  Committee. But once t h e y  f i l e  t h e i r  

budget w i t h  t h e  FERC, i t ' s  f i l e d  as a r a t e  schedule, 

and FERC has t o  approve t h e  budget o r  t h e  r a t e  

schedule. I t ' s  c o l l e c t e d  by t h e  RTO as an adder on 

t h e  RTO t ransmiss ion  r a t e .  

Q what s t a f f  o r  resources w i l l  t h e  market 

mon i to r  have? 

A The market moni tor  i s  f r e e  t o  h i r e  whatever 

s t a f f  and whatever resources t h a t  i t  -- and acqu i re  

whatever resources t h a t  i t  b e l i e v e s  t h a t  i t  needs t o  

c a r r y  o u t  i t s  f u n c t i o n s ,  and t h a t  w i l l  be determined, 

o f  course, i n  i t s  budget. 

Q SO t h a t  h a s n ' t  been --  t h a t ' s  n o t  decided 

a t  t h i s  p o i n t ?  

A No. And i n  f a c t ,  again,  we d i d n ' t  want -- 

we thought  t h e  market moni tor  was a v e r y  impor tan t  

p a r t  o f  t h i s  f i l i n g ,  and i n  t h e  c o l l a b o r a t i v e  process 

t h e r e  was a tremendous amount o f  suppor t  f o r  a very 

s t r o n g  , we1 1 - f u n c t i o n i n g  market mon i to r .  None o f  us 

f e l t  we were e x p e r t  enough t o  know what l e v e l  o f  
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funding they  would need, how many resources t h e y  would 

need and so f o r t h ,  so we l e f t  i t  e n t i r e l y  t o  t h e  

d i s c r e t i o n  o f  t h e  market mon i to r  and t h e  board o f  

d i  r e c t o r s  o f  t h e  market mon i to r  t o  a s c e r t a i n  what 

resources they  needed and what l e v e l  o f  s t a f f i n g  and 

what f a c i l i t i e s  they  would need. 

We were  a l i t t l e  concerned about t h e  

p o t e n t i  a1 f o r  overspendi ng and b u i  1 d i  ng an empi r e  

w i t h o u t  any d i r e c t  c o n t r o l ,  because t h i s  was an e n t i t y  

t h a t  d i d n ' t  have t o  f i l e  and c o l l e c t  t h e  r a t e s  i t s e l f ,  

and so we d i d  t r y  t o  p rov ide  f o r  some r e v i e w  o f  i t s  

budget f u n c t i o n .  But we l eave  i t  e n t i  r e l y  up t o  them 

t o  determine t h e  l e v e l  o f  resources needed t o  c a r r y  

o u t  t h e i r  f u n c t i o n ,  s u b j e c t  t o  FERC rev iew.  

Q I had a l s o  asked a ques t i on  yesterday 

about what t ype  o f  marke t  power measuring methodology 

t h e  market mon i to r  migh t  app ly ,  and I b e l i e v e  you 

s t a t e d  o r  t h e  panel i n d i c a t e d  t h a t  t h e r e  h a s n ' t  been 

one chosen y e t .  

A w e l l ,  t h e  m a r k e t  mon i to r  i t s e l f  w i l l  

propose i t s  own method01 o g i  es. 

Q IS t h e  panel aware o f  any i n i t i a l  

d iscuss ions  as t o  what t y p e  o f  methodology may be 

appl  i ed? 

A NO, t h e r e  has been no such d iscuss ion ,  
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because t h e  market mon i to r  h a s n ' t  been se lec ted .  The 

and t h e  market mon i to r  

w i l l  be e n t i r e l y  up t o  

board hasn ' t been s e l  ected,  

h a s n ' t  been se lec ted .  That  

them. 

I suspect t hey  w 11 l o o k  t o  some o f  t h e  

e x i s t i n g  RTOs and t h e  methodologies t h a t  a re  be ing  

a p p l i e d  i n  New England and PJM and New v o r k  and 

e l  sewhere f o r  measuri ng market power and f o r  

m i t i g a t i n g  market power, and t h e y ' l l  draw some 

guidance from those methodol og i  es . They w i  11 a1 so 

have t h e  f l e x i b i l i t y ,  though, t o  adopt d i f f e r e n t  

methodol og i  es o f  t h e i  r own. 

CHAIRMAN JACOBS: what w i l l  be t h e  p r o t o c o l  

f o r  access t o  i n f o r m a t i o n  f o r  t h e  market mon i to r?  

WITNESS NAEVE: what w i l l  - -  I ' m  s o r r y ?  

CHAIRMAN JACOBS: HOW w i l l  t h e  market 

mon i to r  g a i n  access t o  t h e  i n f o r m a t i o n  t h a t  i t  needs 

t o  c a r r y  o u t  i t s  f u n c t i o n ?  

WITNESS NAEVE: I n  t h e  market mon i to r  

f i l i n g ,  we p rov ide  s u b s t a n t i a l  powers t o  t h e  market 

mon i to r  t o  acqu i re  i n f o r m a t i o n .  we a l s o  have an 

i n f o r m a t i o n  p o l i c y  f o r  t h e  RTO t h a t  o b l i g a t e s  them t o  

p rov ide  i n f o r m a t i o n  t o  t h e  market mon i to r  about t h e  

f u n c t i  on i  ngs o f  t h e  market. 

CHAIRMAN JACOBS: I'm s o r r y .  who w i l l  
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prov ide  t h e  i n f o r m a t i o n  t o  t h e  RTO? 

WITNESS NAEVE: w e l l ,  t h e  RTO w i l l  p rov ide  

i n f o r m a t i o n .  A lso ,  t h e  market mon i to r  w i l l  have t h e  

o p p o r t u n i t y  t o  g e t  i n f o r m a t i o n  d i  r e c t l y  f rom 

generators  and marke t  p a r t i c i p a n t s .  

CHAIRMAN JACOBS: SO independent power 

producers as w e l l  as p a r t i c i p a n t s  i n  G r i d F l o r i d a  w i l l  

have t o  p rov ide  t h i s  i n f o r m a t i o n  t o  t h e  market 

mon i to r?  

WITNESS NAEVE: T h a t ' s  Cor rec t .  

CHAIRMAN JACOBS: And a re  t h e r e  p r o v i s i o n s  

i n  t h a t  agreement a l s o  f o r  enforcement o f  t h a t  d u t y  o r  

ob1 i g a t i  on? 

WITNESS NAEVE: Yes, t h e y ' l l  have ample 

enforcement a u t h o r i t y .  

CHAIRMAN JACOBS: okay. Thank you. 

BY MR. KEATING: 

Q A lso,  yesterday we discussed t h a t  t h e  

market mon i to r  i s  requ i red  t o  p rov ide  r e p o r t s  and 

share da ta  w i t h  t h e  F l o r i d a  p u b l i c  Serv ice  Commission. 

IS t h a t  c o r r e c t ?  

A (By M r .  Naeve) T h a t ' s  c o r r e c t .  

Q To da te  has t h a t  requirement been approved 

by t h e  FERC? 

A Yes, i t  has. 

FLORIDA PUBLIC  SERVICE COMMISSION 
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Q what markets w i l l  t h e  market mon i to r  

mon i to r?  

A I t  w i l l  mon i to r  

served by G r i d F l o r i d a .  

Q w i l l  i t  be i n v o  

r e t a i  1 markets? 

t h e  who1 esa l  e markets 

ved a t  a l l  i n  e v a l u a t i n g  

A I d o n ' t  t h i n k  t h a t  i t  w i l l .  

Q I ' v e  asked a few ques t ions  so f a r  about 

s p e c i f i c  p ieces o f  t h e  G r i d F l o r i d a  proposal  and 

whether o r  n o t  t h e y ' v e  been approved by FERC t o  date.  

what p a r t s  o f  t h e  G r i d F l o r i d a  proposal  have been 

approved by FERC, and which remain f o r  approval? 

A w e l l ,  t h e r e  a r e  so many components t o  t h i s  

p roposa l ,  i t ' s  -- ~ ' m  n o t  sure I c o u l d  g i v e  you a 

comprehensive i n v e n t o r y  o f f  t h e  t o p  o f  m y  head. I 

t h i n k ,  su f f i ce  i t  t o  say, t h a t  FERC has approved t h e  

b l u e p r i n t  f o r  G r i d F l o r i d a  t h a t  was f i l e d  i n i t i a l l y ,  

t h e  t ransmiss ion  t a r i f f ,  t h e  p lann ing  p r o t o c o l s ,  t h e  

market design as i t  has been f i l e d  so f a r ,  a l t hough  

a d d i t i o n a l  work has been done on t h a t .  They've 

approved e s s e n t i a l l y  e v e r y t h i  ng t h a t  has been f i  1 ed 

thus  f a r ,  w i t h  a requirement t h a t  we make a compliance 

f i l i n g .  we have made t h a t  compliance f i l i n g  as 

d i r e c t e d  by FERC, and t h e  compliance f i l i n g  i s  s t i l l  

pending be fo re  them. 

FLORIDA PUBLIC  SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

390 

There a re  s t i l l  some f e a t u r e s  t h a t  have n o t  

been developed t h a t  w i l l  be developed and f i l e d  down 

t h e  road. For example, t h e  c o n t r a c t  under which 

assets  w i l l  be t r a n s f e r r e d  w i l l  be f i l e d  someday and 

approved by FERC. That  has n o t  been developed y e t .  

Q A r e  t h e r e  any o t h e r  p o r t i o n s  o f  G r i d F l o r i d a  

t h a t  would requ i  r e  f u r t h e r  -- o r  would s t i l l  requ i  r e  

some FERC approval? 

A o f fhand ,  t h e r e  v e r y  w e l l  c o u l d  be, b u t  

t h a t ' s  a l l  t h a t  comes t o  mind. 

Q YOU mentioned t h a t  t h e  asse t  t r a n s f e r  

c o n t r a c t  would requ i  r e  FERC approval  . when does 

G r i d F l o r i d a  a n t i c i p a t e  seeking t h a t  approval? 

A w e l l  , i t  would have t o  be approved be fo re  

t h e  assets  a r e  t r a n s f e r r e d ,  and we propose t o  t r a n s f e r  

t h e  assets  e s s e n t i a l l y  t h e  day commercial ope ra t i ons  

begin.  We would l e a v e  them i n  t h e  hands o f  t h e  

u t i  1 i ti es t h e  day be fo re  commerci a1 opera t i ons  begi  n , 
and t h e  day o f  commercial ope ra t i ons ,  c o n t r o l  would be 

t r a n s f e r r e d .  SO they  would have t o  be -- those 

agreements would have t o  be developed, f i l e d ,  and 

approved b e f o r e  t h a t  cou ld  happen. so i f  one backs 

up, i t  would p robab ly  have t o  be a t  l e a s t  f o u r  o r  f i v e  

months be fo re  s t a r t u p .  

Q when does G r i  dF1 o r i  da a n t i  c i  pa te  t h e  

FLORIDA PUBLIC SERVICE COMMISSION 
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commerci a1 o p e r a t i  on da te  t o  begi  n? 

A w e l l ,  a t  t h i s  s tage t h a t ' s  hard t o  say. we 

were on a t r a c k  t o  beg in  phased commercial ope ra t i ons  

beg inn ing  December 15 th ,  and we have t e m p o r a r i l y  

suspended development o f  G r i d F l o r i d a  and t h e  board 

s e l e c t i o n  process and so f o r t h  pending t h i s  process. 

And I t h i n k  t h e  t i m i n g  on t h e  commencement o f  

opera t i ons  again depends a l o t  on t h e  outcome o f  t h i s  

proceedi  ng. 

Q D id  G r i d F l o r i d a  suspend i t s  -- suspend t h e  

process as a r e s u l t  o f  t h i s  Commission d e c i d i n g  t o  

have a review o f  G r i d F l o r i d a ,  d e c i d i n g  t o  conduct t h i s  

review? 

A T h a t ' s  c o r r e c t .  

Q I f  t h e  Commission were t o  s t a t e  t h a t  t h e  

u t i l i t i e s '  -- were t o  f i n d  as a r e s u l t  o f  t h i s  hea r ing  

t h a t  t h e  u t i  1 i ti es ' p a r t i  c i  p a t i  on i n G r i  dF1 o r i  da was 

prudent ,  how l o n g  would you expect b e f o r e  G r i d F l o r i d a  

would become opera t i ona l?  And I r e a l i z e  I'm l o o k i n g  

f o r  a b a l l p a r k  f i g u r e  here a t  b e s t .  

A we haven ' t  d iscussed how l o n g  i t  would t a k e  

t o  r e s t a r t  a l l  o f  t h i s .  We d i d  l o s e  a l i t t l e  b i t  o f  

momentum. We were very near t h e  end o f  t h e  board 

s e l e c t i o n  process. w e ' l l  have t o  s t a r t  a l l  over  aga in  

on t h a t .  
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But  one t h i n g  I w i l l  say, though, t h e r e  i s  

a l s o  t h i s  i s s u e  o f  t h e  Southeast RTO, and I t h i n k  we 

would be l o o k i n g  t o  some guidance f rom t h i s  Commission 

perhaps as t o  whether we should s t a r t  up and commence 

spendi ng s i  gn i  f i  cant  sums t o  begi  n G r i  dF1 o r i  da, 

knowing t h a t  we v e r y  w e l l  cou ld  be f o r c e d  i n t o  t h e  

southeast RTO o r  n o t .  so t h a t ' s  another  i s s u e  as 

w e l l .  

Q R i g h t .  And m y  ques t i on  assumed t h a t  t h e  

commi s s i  on would approve t h e  u t i  1 i ti es ' p a r t i  c i  p a t i  on 

i n  G r i d F l o r i d a  as prudent ,  and I was t r y i n g  t o  g e t  a 

f e e l  f o r  how f a r  f rom t h e  o r i g i n a l  December 2 0 0 1  

ope ra t i ona l  da te  t h e  commerci a1 o p e r a t i o n  da te  would 

be pushed back. 

A (By M r .  southwick) L e t  m e  jump i n  f o r  a 

second. I n  m y  tes t imony i n  a d i f f e r e n t  p iece  o f  t h e  

docket here,  i n  m y  d i  r e c t  tes t imony on b e h a l f  o f  t h e  

G r i d F l o r i d a  companies, t h e  Q and A i s  i n  t h e r e  on page 

11, and t h e  answer s t a t e s  t h a t  c u r r e n t l y  a l l  p r o j e c t  

development a c t i v i t i e s  have been suspended. I f  and 

when t h e  p r o j e c t  i s  r e s t a r t e d ,  i t  i s  a n t i c i p a t e d  t h a t  

i t  w i l l  take  a t  l e a s t  n i n e  months f o r  G r i d F l o r i d a  t o  

become o p e r a t i o n a l  on a l i m i t e d  b a s i s .  

Q on page 14 o f  t h e  p a n e l ' s  t es t imony ,  t h e  

ques t i on  beg inn ing  a t  l i n e  8 asks, "what k i n d s  o f  
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opera t i ona l  c o n t r o l  w i l l  G r i d F l o r i d a  exe rc i se  over  

t ransmi  s s i  on f a c i  1 i ti es?" And t h e  response i n d i  ca tes  

t h r e e  types  o f  c o n t r o l  , d i  r e c t  c o n t r o l  , i n d i  r e c t  

c o n t r o l  , and s e c u r i t y  coo rd ina to r  a u t h o r i t y .  who 

c u r r e n t l y  has d i r e c t  c o n t r o l  over  t h e  t ransmiss ion  

f a c i  1 i ti es t h a t  woul d become p a r t  o f  G r i  dF1 o r i  da? 

A (By M r .  Mennes) The e x i s t i n g  t ransmiss ion  

owners. 

Q Does any e n t i t y  have i n d i r e c t  c o n t r o l  over  

t ransmiss ion  f a c i l i t i e s  i n  t h e  s t a t e  o t h e r  than  t h e  

t ransmiss ion  owner? 

A Yes. R igh t  now t h e  s e c u r i t y  coo rd ina to r  i n  

t h e  process t h a t  we have s e t  up i n  F l o r i d a  g i ves  t h e  

s e c u r i t y  coo rd ina to r  i n d i r e c t  c o n t r o l .  And by t h a t  I 

mean t h a t  t h e  s e c u r i t y  coo rd ina to r  does have t h e  

a u t h o r i z a t i o n  t o  request  t h a t  l i n e s  be swi tched o r  

breakers be c losed f o r  re1 i a b i  1 i t y  purposes. 

Q who performs t h e  s e c u r i t y  c o o r d i n a t i o n  

f u n c t i o n ?  

A The s e c u r i t y  c o o r d i n a t i o n  f u n c t i o n  i s  an 

FRCC process, and i t  i s  performed by agents.  And 

t h e r e ' s  a couple o f  processes t h a t  a r e  i nvo l ved ,  b u t  

F l o r i d a  Power & L i g h t  does t h e  r e a l - t i m e  opera t i on ,  

and F l o r i d a  Power Corpora t ion  a l s o  has 

responsi  b i  1 i ti es i n r e v i  ewi ng next-day coo rd i  n a t i o n .  
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A (By M r .  southwick) Excuse me. c o u l d  I 

i n t e r r u p t ?  was t h e  ques t i on  i n  t h e  f u t u r e  was t h i s  

t h e  proposal  o r  as i t  e x i s t s  today? 

Q AS i t  e x i s t s  today.  And t h a t  was -- and t o  

be c l e a r  f o r  t h e  record ,  t h a t  was your  understanding 

when you answered t h e  quest ion? 

A (By M r .  Mennes) That  was t o d a y ' s  -- t h a t ' s  

t o d a y ' s  process, yes. 

Q what o p e r a t i  on c o n t r o l  s e r v i  ces w i  11 

G r i d F l o r i d a  per form t h a t  a r e  n o t  c u r r e n t l y  be ing  

performed today? 

A I c a n ' t  t h i n k  o f  any o p e r a t i o n a l  t y p e  o f  

se rv i ces  t h a t  a re  n o t  be ing  performed today,  so i t  

would j u s t  be a d i f f e r e n t  e n t i t y  per fo rming  these 

s e r v i c e s .  

Q DO you b e l i e v e  t h a t  G r i d F l o r i d a  w i l l  b e t t e r  

per form those se rv i ces  than they  a re  c u r r e n t l y  

performed today? 

A T h a t ' s  -- you know, I guess i f  y o u ' r e  

ask ing  -- i f  t h e  ques t i on  i s  w i l l  G r i d F l o r i d a  do a 

b e t t e r  j o b  o f  per fo rmi  ng o p e r a t i o n a l  and r e 1  i a b i  1 i t y  

t y p e  se rv i ces  than what 's  be ing  performed today ,  today 

I t h i n k  w e ' r e  do ing a good j o b .  We've g o t  good 

communi c a t i o n s .  There 's  no guarantee go i  ng fo rward  i n 

t h e  way t h a t  t h e  requirements and a c t i v i t i e s  o f  t h e  
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v a r i o u s  p laye rs  w i l l  be. R i g h t  now t h e  FRCC work ing  

w i t h  t h e  two agents I t h i n k  does a v e r y  good j o b .  

Going fo rward  i n  t h i s  area, i f  a s i n g l e  RTO has more 

a u t h o r i t y  and has more requirements based upon t h e  

v o l u n t a r y  t ype  process we have r i g h t  now, i t  would be 

a b l e  t o  do a t  l e a s t  as good a j o b  was what 's  go ing  on 

r i g h t  now. 

A (By M r .  Ramon) I would l i k e  t o  add 

something t o  t h a t .  when you -- you need t o  be c a r e f u l  

when we t a l k  about opera t ions  i n  t h e  c o n t e x t  o f  an 

RTO. The s e c u r i t y  c o o r d i n a t i o n  a c t i v i t i e s  t h a t  Mar ty  

j u s t  t a l k e d  about, i f  you l o o k  a t  t h e  sho r t - te rm 

r e l i a b i l i t y ,  you know, t h e  f o u r  c h a r a c t e r i s t i c s  o f  

Rule 2000, shor t - te rm r e l i a b i l i t y  i s  a s e c u r i t y  

coord i  n a t i o n  aspect.  

But today we d o n ' t  do market-based 

congest ion management o r  anc i  11 a r y  s e r v i  ces. Th se 

a re  go ing  t o  be opera t ions  elements t o o  t h a t  a r e  n o t  

done today t h a t  w i l l  be done by t h e  RTO. 

COMMISSIONER JABER: M r .  Naeve, can I ask 

you a ques t i on  on something you s a i d  e a r l i e r ?  Since 

t h e  IOUS have a concern w i t h  regard t o  making t h e  

investment on G r i d F l o r i d a  because o f  t h e  f e a r  t h a t  t h e  

reg iona l  approach w i l l  come t o  f r u i t i o n ,  what i s  t h e  

overwhelming compel l ing p u b l i c  p o l i c y  concern t h a t  

FLORIDA PUBLIC  SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

2 1  

22 

23 

2 4  

25 

396 

would requ i  r e  me t o  a l l o w  t h e  go ing  fo rward  o f  

G r i  dF1 or! da? 

WITNESS NAEVE: I t h i n k  t h e r e  a r e  many good 

reasons t o  have a G r i d F l o r i d a  and n o t  a Gr idsouth .  I t  

i s  q u i t e  p o s s i b l e ,  as I s a i d  e a r l i e r ,  t h a t  once t h e  

Southeast RTO i s  designed and completed, we would l o o k  

a t  t h e  Southeast RTO and we would l o o k  a t  t h e  

G r i d F l o r i d a  proposal ,  and we would conclude t h a t  

G r i d F l o r i d a  i s  t h e  b e t t e r  approach, and I t h i n k  we 

should preserve t h e  o p t i o n  o f  be ing  a b l e  t o  choose 

between those two. 

There i s  some r i s k  t h a t  FERC would t r y  t o  

compel us t o  j u s t  n o t  go fo rward  w i t h  G r i d F l o r i d a  and 

t o  j o i n  t h e  Southeast RTO. I t h i n k  i n  p a r t  t h e  

w i l l i n g n e s s  o f  FERC t o  a l l o w  us t o  con t inue  t o  have 

G r i d F l o r i d a  would depend i n  l a r g e  p a r t  on how s t r o n g l y  

a l l  t h e  F l o r i d a  p a r t i c i p a n t s  f e e l  about G r i d F l o r i d a .  

YOU know, i f  each o f  t h e  F l o r i d a  p a r t i c i p a n t s  and t h e  

F l o r i d a  Commission s t r o n g l y  b e l i e v e  t h a t  t h e r e  should 

be a separate F l o r i d a  RTO, t h a t ' s  our  bes t  chance o f  

hav ing i t ,  and maybe under those circumstances, w i t h  

t h a t  s o r t  o f  un i fo rm approach, we would have a good 

chance o f  r e t a i n i n g  i t  and g e t t i n g  FERC t o  go a long 

w i t h  i t .  I f  t h e r e  was d i v i s i o n  among t h e  G r i d F l o r i d a  

companies, and i n  p a r t i c u l a r ,  i f  t h e  F l o r i d a  
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Commission d i d n ' t  express s t r o n g  f e e l i n g s  f o r  

G r i d F l o r i d a ,  then I t h i n k  t h e  chance o f  us be ing  a b l e  

t o  go forward w i t h  G r i d F l o r i d a  i s  n o t  v e r y  good. 

COMMISSIONER JABER: I guess what I ' v e  

s t r u g g l e d  w i t h  t h e  l a s t  couple o f  days i s  t h i s  f e a r  

you have. I d o n ' t  r e a l l y  know what t o  do w i t h  t h a t  

i n f o r m a t i o n .  I f  you want t h e  Commission t o  g i v e  you 

some s o r t  o f  approval  on G r i d F l o r i d a ,  b u t  you t e l l  me 

t h a t  FERC may n o t  l e t  you do i t  anyway, f i r s t ,  and 

two, i t ' s  go ing t o  t a k e  you a t  l e a s t  n i n e  months t o  

g e t  back i n t o  t h e  momentum, I d o n ' t  r e a l l y  know how 

t o  r e c o n c i l e  a l l  t h a t  i n f o r m a t i o n .  YOU guys a r e  go ing  

t o  have t o  h e l p  me o u t  a l i t t l e  b i t  more. 

WITNESS NAEVE: w e l l ,  I t h i n k  i t ' s  a 

d i f f i c u l t  choice f o r  a l l  o f  us, q u i t e  f r a n k l y .  we 

developed t h e  G r i d F l o r i d a  approach, and we t h i n k  i t ' s  

a v e r y  good approach. we l i k e  t h a t  approach. we a l s o  

recognize t h a t  we have t h i s  o t h e r  process go ing  on 

s imul taneously ,  and i t ' s  wor thwh i le  t o  l o o k  a t  t h a t  

process and decide i s  i t  as b e n e f i c i a l  o r  more 

b e n e f i c i a l  than what we have. But ,  you know -- 

COMMISSIONER JABER: Would a dead l i ne  f rom 

t h i s  commission g i v e  you t h a t  momentum t h a t  you need 

t o  g e t  back? 

WITNESS NAEVE: W e l l ,  I t h i n k  what would 
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probab ly  be h e l p f u l  f o r  us i s  s t r o n g  suppor t  f rom t h i s  

Commission f o r  G r i d F l o r i d a  so t h a t  we d o n ' t  f o r e c l o s e  

t h e  o p t i o n  w i t h  FERC. And I c e r t a i n l y  t h i n k  t h i s  

Commission -- I ' m  s o r r y ,  t h a t  i f  t h i s  Commission were 

t o  say, "We f i n d  G r i d F l o r i d a  prudent .  I t ' s  a good 

program, and we encourage you t o  go fo rward  w i t h  

G r i d F l o r i d a .  A t  t h e  same t ime ,  we t h i n k  i t  may be 

a p p r o p r i a t e  f o r  you t o  eva lua te  t h e  southeast  RTO i n  

l i g h t  o f  G r i d F l o r i d a  t o  determine which i s  b e t t e r  f o r  

F l o r i d a , "  under those circumstances, I t h i n k  you 

preserve t h e  G r i d F l o r i d a  o p t i o n ,  o r  you have t h e  bes t  

chance o f  p rese rv ing  t h e  G r i d F l o r i d a  o p t i o n .  

Another approach we ' re  -- 

COMMISSIONER JABER: HOW i s  t h a t  any 

d i f f e r e n t  f rom where we a re  today? You've g o t t e n  some 

s o r t  o f  c o n d i t i o n a l  approval f rom FERC on G r i d F l o r i d a .  

YOU a re  p a r t i c i p a t i n g  and weighing t h e  o p t i o n  o f  t h e  

r e g i o n a l  approach. SO -- 

WITNESS NAEVE: I t h i n k  t h e  p r imary  -- 

COMMISSIONER JABER: T h i s  i s  your  

o p p o r t u n i t y  t o  t e l l  me e x a c t l y  what i t  i s  you need 

t h i s  Commission t o  do, assuming we agree t h a t  some 

form o f  RTO i s  app rop r ia te .  

WITNESS NAEVE: I t h i n k  t h e  pr imary  

d i f f e r e n c e  i n  where we a r e  today i s  we d o n ' t  have t h e  

~~~~~ 
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suppor t  o f  t h e  F l o r i d a  Commission f o r  G r i d F l o r i d a  i n  

d e a l i n g  w i t h  FERC. We have t h e  F l o r i d a  companies who 

have developed G r i d F l o r i d a .  we a re  a l s o  --  we 

accepted t h e  i n v i t a t i o n  f rom FERC t o  p a r t i c i p a t e  i n  

t h e  Southeast process. And l a r g e l y  we d i d  t h a t  

because we recognize t h a t  t h e r e  i s  some p r o b a b i l i t y  we 

would be fo rced  i n t o  t h a t ,  and we wanted i t  t o  be as 

good a proposal as we cou ld  make i t  i f  we were t o  be 

f o r c e d  i n t o  i t .  

I t h i n k  i f  t h i s  Commission says, "we l i k e  

G r i d F l o r i d a .  We encourage you t o  go fo rward  w i t h  

G r i d F l o r i d a .  we understand i t  may be prudent  t o  l o o k  

a t  t h e  Southeast RTO, b u t  upon doing a comparison o f  

t h e  two, we want you t o  do G r i d F l o r i d a , "  I t h i n k  

t h e r e ' s  a good chance, our  bes t  chance t h a t  FERC would 

suppor t  i t .  

COMMISSIONER PALECKI :  L e t  me ask YOU a 

r e l a t e d  ques t ion .  And I touched on t h i s  yes terday  

w i t h  Chairman Hoecker. We have v e r y  l i m i t e d  

t ransmiss ion  c a p a b i l i t y  f rom t h e  Nor th .  AS a ma t te r  

o f  f a c t ,  i t ' s  m y  understanding t h a t  w e ' r e  maxed o u t  

i n s o f a r  as our i m p o r t  c a p a b i l i t y .  And I ' m  wondering 

whether t h e r e  are  any s i g n i f i c a n t  b e n e f i t s  t o  F l o r i d a  

f rom t h e  GridSoutheast proposal  over t h e  G r i d F l o r i d a  

proposal  , cons ide r ing  t h i s  1 i m i  t e d  t ransmi  s s i o n  
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capable, and wou ldn ' t  we be b e t t e r  o f f  o p e r a t i n g  under 

t h e  G r i d F l o r i d a  proposal  u n t i l  we a c t u a l l y  have 

a d d i t i o n a l  t ransmiss ion  t i e s  t o  t h e  n o r t h  t h a t  would 

make t h e  Southeast proposal  b e n e f i c i a l  i n  some 

manner? 

WITNESS MENNES: L e t  me t r y  t h a t  one. 

B a s i c a l l y  -- and I t h i n k  chairman Hoecker s t a t e d  t h a t  

-- I t h i n k  he s a i d  3,500. we b a s i c a l l y  have 3,600 

megawatts wor th  o f  i m p o r t  c a p a b i l i t y  i n  t h e  s t a t e  and 

q u i t e  a b i t  o f  expor t  c a p a b i l i t y .  There have been 

t imes when t h e  S t a t e  o f  F l o r i d a ,  f o r  example, has s o l d  

over  4,000 megawatts o u t s i d e  o f  t h e  s t a t e  o f  F l o r i d a .  

Not t h i s  pas t  w i n t e r ,  b u t  severe w i n t e r s  be fo re ,  we've 

done q u i t e  a good j o b  o f  h e l p i n g ,  i f  you would, t h e  

who1 e Nor theast .  

There i s  room on t h e  i m p o r t ,  and I t h i n k  

t h a t ' s  one o f  t h e  t h i n g s  t h a t  we r e a l l y  need t o  face .  

we have t h e  room, and I j u s t  want t o ,  you know, j u s t  

k i n d  o f  i n c i t e  comment on t h e  i m p o r t .  J u s t  because 

you want t o  go ahead and do and change s t u f f  i n  t h e  

s t a t e  o f  F l o r i d a  -- you know, l e t ' s  j u s t  say you want 

t o  inc rease t h e  s i z e  o f  t h e  p ipe  i n  t h e  S t a t e  o f  

F l o r i d a  t o  b r i n g  more e l e c t r i c i t y  i n .  That  d o e s n ' t  

mean t h a t  you can go ahead and g e t  i t ,  because t h e  

o t h e r  s i d e  a l s o  has t h e i r  own problems. AS a mat te r  
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o f  f a c t ,  t hey  probably  have more i n f r a s t r u c t u r e  -- I 

know they  have more i n f r a s t r u c t u r e  problems on t h e i  r 

s i d e  t o  d e l i v e r  t h e  power than  we would have 

i n f r a s t r u c t u r e  problems on our  s i d e  t o  rece ive  more. 

SO i t ' s  one o f  those "what do you do t o  

expand it?" I t  would be a seams i s s u e ,  and i t  would 

be a l o t  o f  c o o r d i n a t i o n .  To g e t  back t o  t h e  RTO 

i s s u e ,  those t ype  o f  t h i n g s ,  and I t h i n k  t h e  chairman 

was c o r r e c t ,  cou ld  be handled i n  seams r e l a t e d  t y p e  o f  

ma t te rs ,  o r  i t  cou ld  be handled under one RTO. The 

r e s u l t s  would probably  o r  maybe be t h e  same. 

what w e ' r e  f a c i n g  i s  we r e a l l y  d o n ' t  know 

how t h e  southeast  RTO i s  go ing  t o  f u n c t i o n .  We f e e l  

v e r y  s t r o n g l y  t h a t  we c o u l d n ' t  and cannot s t i c k  our  

heads i n  t h e  sand and pre tend i t  doesn ' t  e x i s t ,  

because sooner o r  l a t e r ,  you d o n ' t  know what t h e  

Federal Government is go ing  t o  do. S o  we need t o  

con t inue  t o  mon i to r .  we need t o  con t inue  t o  go ahead 

and g i v e  our  i n p u t  t o  t h e  Southeast RTO t o  see how i t s  

markets do develop. 

But  t h e r e  i s ,  e s p e c i a l l y  go ing  from south 

t o  n o r t h ,  depending on our  expor t s  o u t  o f  t h e  s t a t e  -- 

I d o n ' t  want t o  say i t ' s  u n l i m i t e d ,  b u t  t h e r e  a r e  

c e r t a i n l y  -- t h e r e ' s  q u i t e  a b i t  o f  power t h a t  can go 

t h a t  way. And t h e r e  i s  over  a thousand megawatts 
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w o r t h  o f  noncommitted power i n t o  t h e  s t a t e ,  and a 

thousand megawatts i s  s t i l l  a p r e t t y  b i g  chunk. 

so we j u s t  need t o  -- b e f o r e  we can make a 

d e c i s i o n ,  we need t o  f i g u r e  o u t  how t h e i  r markets a r e  

go ing  t o  work, how t h e i r  congest ion systems work, and 

t h a t  type  o f  t h i n g .  

WITNESS RAMON: Commissioner, I would l i k e  

t o  add, I t h i n k  I know where y o u ' r e  go ing .  I f  you had 

a southeast -- one RTO, by v i r t u e  o f  t h e  c o n s t r a i n t s ,  

you r e a l l y  have a somewhat i s o l a t e d  m a r k e t  here i n  

F l o r i d a ,  regard less  o f  hav ing a s i n g l e  southeas t  RTO, 

because o f  t h e  c o n s t r a i n t s .  And I agree t h a t  --  I 

t h i n k  we a l l  agree t h a t  s t a r t i n g  w i t h  G r i d F l o r i d a  

makes sense. 

COMMISSIONER PALECKI:  Even i f  we had a 

southeast RTo e f f e c t i v e l y ,  and even i f  we had one 

e n t i t y  t h a t  was o p e r a t i n g  i t  e f f e c t i v e l y ,  t h e  F l o r i d a  

s e c t i o n  o f  t h a t  RTO would need t o  be opera ted  -- I 

d o n ' t  want t o  use t h e  word " independent ly , "  b u t  i t  

would be l i k e  o p e r a t i n g  a separate system a lmost ,  

wou ldn ' t  i t ,  except f o r  those t i e s  t h a t  we've a l ready  

discussed? 

WITNESS RAMON: You would have t o  have t h e  

e q u i v a l e n t  o f  t h e  G r i d F l o r i d a  model t h a t  we've p u t  

forward.  You would have t o  have t h e  o p e r a t i o n s  center  
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down here and a l l  o f  those s o r t s  o f  t h i n g s .  I agree. 

COMMISSIONER PALECKI:  I t h i n k  one o f  t h e  

t h i n g s  we ' re  a l l  wo r r i ed  about i s ,  i f  we g i v e  approval  

t o  G r i d F l o r i d a ,  t h a t ,  you know, a couple o f  years  down 

t h e  l i n e  w e ' l l  j u s t  end up hav ing t o  spend a whole l o t  

o f  money f o r  s t a r t u p  cos ts  t o  s w i t c h  over  t o  

Gr idsoutheas t .  But f rom what I'm h e a r i n g  you say, 

t h e y  would have t o  have a separate ope ra t i ons  cen te r  

i n  F l o r i d a  anyway. 

WITNESS RAMON: w e l l ,  i n  t h e  Southeast 

process, as Mike Naeve was say ing  e a r l i e r ,  we would 

have t o  p a r t i c i p a t e  i n  t h a t .  But i f  t h e r e  was t o  be a 

Southeast w i t h  F l o r i d a  i n  i t , we would i n s i s t ,  and I 

hope we would p r e v a i l ,  t h a t  we would have t o  have t h e  

e q u i v a l e n t  o f  what we've proposed t o  t h e  FERC here i n  

terms o f  an opera t ions  center  c lose  t o  l oad -se rv ing  

e n t i t i e s  and generators  t h a t  a re  needing s e r v i c e  and a 

s t r o n g  r e l a t i o n s h i  p w i t h  t h e  Commi s s i  on f o r  s i  t i  ng 

purposes. 

WITNESS NAEVE: Yours I t h i n k  i s  a good 

ques t i on ,  and t h a t  i s ,  i f  we were t o  go fo rward  w i t h  

G r i d F l o r i d a  f i r s t  and i n c u r  t h e  s t a r t u p  cos ts ,  a re  

those s t a r t u p  cos ts  which would have been spent and 

w o u l d n ' t  be necessary l a t e r  on i f  we w e r e  t o  j o i n  t h e  

southeast  RTO, o r  a re  these cos ts  we would have t o  
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spend anyway i f  we were t o  j o i n  t h e  Southeast RTO. 

I f  t h e y ' r e  cos ts  we cou ld  i n c u r  anyway, 

then  t h a t  would argue f o r  go ing fo rward  w i t h  

G r i d F l o r i d a  no tw i ths tand ing  what t h e y '  r e  do ing  i n  t h e  

southeast .  And I ' m  n o t  t h e  t e c h n i c a l  e x p e r t  on t h a t .  

I would assume t h a t  t h e r e  a r e  c e r t a i n  s t a r t u p  cos ts  i f  

you had a southeast RTO t h a t  we wou ldn ' t  be a b l e  t o  

a v o i d  i f  we d i d  t h a t ,  b u t  I d o n ' t  know how l a r g e  those 

a r e  as a percentage o f  t h e  t o t a l  amount. 

COMMISSIONER PALECKI :  I guess we would 

l i k e  t o  have a "buy one, g e t  one f r e e , "  b u t  I d o n ' t  

t h i n k  -- 

WITNESS NAEVE: There you go. 

COMMISSIONER PALECKI :  -- t h a t ' s  r e a l l y  

go ing  t o  happen. 

WITNESS MENNES: commissioner, j u s t  l e t  me 

-- I t h i n k  you've touched upon something. ~ ' m  an 

o p e r a t i n g  type  o f  person, so you've touched upon a 

r e a l  s e n s i t i v e  t h i n g  as f a r  as I'm concerned. And, o f  

course, F l o r i d a  Power &I L i g h t  i s  go ing  t o  end up be ing  

t h e  l a r g e s t  customer o f  G r i d F l o r i d a  i f  t h e r e ' s  a 

G r i d F l o r i d a ,  o r  i f  we ' re  i n  t h e  Southeast RTO, one o f  

t h e  b igge r  customers f o r  sure.  

And r e l i a b i l i t y ,  t o  me, when i t  comes i n t o  

t h e  t ransmiss ion  g r i d ,  when we s i t  down here and l o o k  
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a t  our  t i e s  t o  t h e  south,  which we d o n ' t  have, and 

East and west, which we d o n ' t  have, i t  i s  a s t a t e  t h a t  

we t h i n k  we've run p r e t t y  good f rom a r e l i a b i l i t y  

s tandpo in t .  we keep l e a r n i n g  every yea r .  And t h e r e  

should be and t h e r e  i s  a r e a l  concern about 

m a i n t a i n i n g  t h e  r e l i a b i l i t y  here.  And we need t o  

b r i n g  t h a t  r e a l  s t r o n g  i n t o  t h e  d i f f e r e n t  FERC forms, 

whether i t ' s  a Southeast RTO form, no m a t t e r  what 

happens t o  us.  And I t h i n k  t h e  t h r e e  o f  us a l l  r e a l l y  

v e r y  s t r o n g l y  agree w i t h  i t .  

what Greg was k i n d  o f  go ing  th rough was, i f  

they  d i d  have something i n  t h e  southeas t ,  I j u s t  do 

n o t  see them c o n t r o l l i n g  and w o r r y i n g  about what they  

c a l l  l o o p  f l ows .  YOU know, w i t h  a l l  t h i s ,  l o o p  f l o w  

has been t h e  b i g  i s s u e .  And we b a s i c a l l y  say, l o o k ,  

we do n o t  have l o o p  f l o w s .  We're a lmost  l i k e  a DC 

t i e d  t o  t h e  r e s t  o f  t h e  wor ld  w i t h  o t h e r  f o l k s .  

NOW, we have bought power a c t u a l l y  I t h i n k  

f rom C a l i f o r n i a ,  a m u n i c i p a l i t y  i n  t h e  s t a t e  has. And 

we buy q u i t e  a b i t  o f  coal  power f rom Ohio and 

e v e r y t h i n g  e l s e  when i t ' s  economical , and our  

marketers g e t  o u t  t h e r e  and do t h a t  t y p e  o f  t h i n g .  

That c rea tes  l o o p  f l o w s  i n  t h e  r e s t  o f  t h e  un iverse .  

I t  doesn ' t  c r e a t e  l o o p  f l o w s  i n  t h e  S t a t e  o f  F l o r i d a .  

But  when you do g e t  i n t o  t h e  S t a t e  o f  
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F l o r i d a ,  i t  i s  a g r i d ,  and i t  i s  -- I d o n ' t  t h i n k  i t ' s  

ext remely complex, b u t  i t ' s  n o t  s imple,  and i t  needs 

t o  be understood. 

So  our  push would be t o  make sure t h a t  we 

had, no ma t te r  what k i n d  o f  an RTO, a t  l e a s t  s a t e l l i t e  

r e l i a b i l i t y  o f f i c e s  o r  something. I d o n ' t  know what 

i t  would l o o k  l i k e  o r  what i t  would be, b u t  c e r t a i n l y  

I t h i n k  t h e  whole southeast  would be t o o  b i g  t o  

opera te  f rom one cen te r .  They would p robab ly  have t o  

t a k e  c e r t a i n  o rders  f rom t h i s  main c e n t e r ,  b u t  t h e  

re1 i ab i  1 i t y  and responsi  b i  1 i t y  o f  keepi ng t h e  1 i ghts  

on and how i t  a l l  works I would hope would s t a y  here.  

I t h i n k  t h a t ' s  what Greg was t a l k i n g  about.  

COMMISSIONER PALECKI :  And i f  we i n s t e a d  o f  

l o o k i n g  a t  i t  from a southeast  RTO pe rspec t i ve ,  we 

l o o k  a t  i t  from a G r i d F l o r i d a  pe rspec t i ve ,  would you 

expect t h a t  we would have a g r e a t  deal  o f  coopera t ion  

between t h e  G r i d F l o r i d a  and GridSoutheast i n  o r d e r  t o  

maximize t h e  e f f i c i e n c y  o f  t h e  t i e s  t h a t  we do have, 

and do you see any -- ~ ' m  n o t  sure I see any negat ives  

r e a l l y  t o  ope ra t i ng  as two separate RTOS. 

WITNESS MENNES: No, and I d o n ' t  see any 

negat ives  t o  ope ra t i ng  as two separate RTOs r i g h t  now, 

and I t h i n k  t h a t ' s  what -- we need t o  s tep  back and 

see what t h e  o t h e r  one r e a l l y  l ooks  l i k e .  
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And c e r t a i n l y  r i g h t  now when we t a l k  about 

maximizing t h e  t i e s ,  I t h i n k  we do t h a t .  I t h i n k  we 

do a p r e t t y  good j o b  o f  maximizing and c o o r d i n a t i n g  

t h e  impor t  c a p a b i l i t y  ever s ince  we b u i l t  t h e  500 kv 

t i e s  and o t h e r  t i e s  i n t o  southern.  I t ' s  j u s t  how t h e  

RTO i n  t h e  southeast would be s t r u c t u r e d  and what i t s  

market design and some o t h e r  f u n c t i o n s  would l o o k  

l i k e .  

And c e r t a i n l y  you cou ld  p robab ly  b u i l d  one 

b i g  market. There would be c e r t a i n  l i m i t a t i o n s .  

There 's  always l i m i t a t i o n s ,  whether i t  be between 

F l o r i d a  and Georgia o r  whether i t  be between t h e  

Caro l inas  and Georgia, o r  on t h e  o t h e r  s i d e  go ing  i n t o  

Entergy,  because Entergy would be a p l a y e r  here,  and 

t h e y ' v e  g o t  some weaker t i e s  a c t u a l l y  comi ng over  i n t o  

t h e  East than we have here i n  t h e  south.  

SO t h e r e ' s  always going t o  be a weakest 

l i n k  somewhere, and y o u ' l l  have some k i n d  o f  market 

design, and t h i s  i s ,  I t h i n k ,  t h e  b i g  i s s u e ,  i s  what 

does t h a t  market des ign l o o k  l i k e ,  how does i t  work, 

how does i t  t r e a t  c o n s t r a i n t s .  And p robab ly  -- i f  i t  

works and i t  can be designed r i g h t ,  you probab ly  would 

n o t  p u t  t h a t  t i e  -- and Greg i s  p robab ly  b e t t e r  a t  

t h i s  than I am, b u t  I d o n ' t  t h i n k  you would p u t  t h a t  

d u p l i c a t i v e  t ype  o f  design i n  f o r  t h e  S t a t e  o f  
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F l o r i d a .  You may o r  may n o t .  And t h a t ' s  k i n d  o f  what 

we ' re  faced w i t h .  we r e a l l y  d o n ' t  know. 

WITNESS NAEVE: I t  s t r i k e s  me t h a t  t h e r e  

a r e  severa l  i ssues  here, and one s e t  o f  i ssues  r e l a t e  

t o  cos ts .  How s i g n i f i c a n t  a r e  t h e  avoided costs? How 

s i g n i f i c a n t  a r e  t h e  cos ts  we cou ld  save by go ing  i n t o  

t h e  Southeast RTO w i t h  respec t  t o  s t a r t u p  cos ts  and 

i n f r a s t r u c t u r e  costs? And you need n o t  o n l y  t o  l o o k  

a t  t o t a l  c o s t ,  b u t  cos t  per  customer, because you 

would be spreading those cos ts  over a much l a r g e r  

base. S o  we have t o  a s c e r t a i n  which i s  t h e  more 

economical and e f f i c i e n t  w a y  t o  go, c o n s i d e r i n g  t h e  

f a c t  t h a t  w e ' l l  p robably  need s p e c i a l  equipment and 

resources here i n  F l o r i d a  because o f  t h e  uniqueness o f  

F1 o r i  da market. 

The o t h e r  i s s u e  would be s t r u c t u r e ,  i s  i t  

s t r u c t u r e d  i n  a way t h a t  we would f i n d  s a t i s f a c t o r y ,  

market design, i s  i t  compat ib le w i t h  t h e  market des ign 

t h a t  we would propose f o r  F l o r i d a ,  and so f o r t h .  

COMMISSIONER PALECKI:  I know t h e  f o u r  O f  

you have a l ready  done a g r e a t  deal  o f  work i n  t h e  

o r g a n i z a t i o n  o f  G r i d F l o r i d a .  would i t  be p o s s i b l e  t o  

make some changes t o  G r i d F l o r i d a  i n  o r d e r  to design a 

more o r  1 ess seam1 ess i n c o r p o r a t i  on i n t o  G r i  dsoutheast 

i n  t h e  f u t u r e  w i t h  t h a t  i n  mind, and i f  so, what would 

~ ~~~ 
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those changes be? 

WITNESS RAMON: I t h i n k  we have t o  -- 

assuming we g o t  t h i s  Commission's a f f i r m a t i v e  back ing  

o f  G r i d F l o r i d a  -- and I know w e ' l l  have t o  t a l k  about 

t h i s  l a t e r ,  what t h a t  means, some o f  t h e  ques t ions  

t h a t  Commissioner Jaber has brought  up. Assuming we 

have t h a t  backing, then we have t h e  Southeast process 

t h a t  we s t i l l  have t o  a c t i v e l y  p a r t i c i p a t e  i n .  And 

w i t h  t h e  FERC'S  p r e d i s p o s i t i o n  on t h e  core  f u n c t i o n  

and t h e  p r o  forma RTO, we would have t o  n e g o t i a t e ,  i f  

you w i l l ,  on t h e  des ign o f  G r i d F l o r i d a  be ing  

compat ib le  w i t h  t h e  southeast .  I d o n ' t  t h i n k  i t ' s  a 

shoe- in t h a t  what we've g o t  f i l e d  w i t h  t h e  FERC would 

p r e v a i l .  

WITNESS NAEVE: As I t h i n k  about i t ,  t h e r e  

a r e  a couple o f  i ssues  here.  one i s ,  i f  you want t o  

commence G r i d F l o r i d a  e a r l y  on and then l a t e r  merge i t  

i n t o  t h e  southeast,  you want t o  f i r s t  make c e r t a i n  

t h a t  t h e  two have compat ib le  s t r u c t u r e s ,  market 

designs, r a t e s ,  and so f o r t h .  I f  t h e  r a t e s  a r e  

i ncompati b l  e and t h e  market designs a re  i ncompati b l  e ,  

t h e  s t r u c t u r e s  o f  t h e  co rpo ra t i ons  a r e  d i f f e r e n t ,  t h a t  

i n t e g r a t i  on becomes v e r y  hard.  

Another problem you would have i s  we would 

c r e a t e  G r i d F l o r i d a  and t u r n  over c o n t r o l  o f  
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G r i d F l o r i d a  t o  an independent board. Once t h a t  has 

happened, t h e  companies here have no c o n t r o l  over  

G r i d F l o r i d a .  The board has c o n t r o l  over  G r i d F l o r i d a .  

L ikewise ,  FERC r e q u i r e s  t h a t  t h e  southeast  RTO be 

independent and have i t s  independent board. And as 

much as we would l i k e  t o  t r y  t o  d i c t a t e  t h e  terms 

under which they  might  combine, i t ' s  go ing  t o  be up t o  

t h e  independent boards themselves t o  dec ide i f  they  

want t o  combine and under what terms and c o n d i t i o n s .  

SO, f r a n k l y ,  i f  you want t o  have t h a t  

combined opera t i on ,  you would be b e t t e r  o f f  des ign ing  

i t  f rom t h e  s t a r t  as opposed t o  k i n d  o f  t u r n i n g  i t  

over  t o  independent p a r t i e s  and l e t t i n g  them have t o  

deal w i t h  a l l  t h e  d i f f e r e n c e s .  YOU would h o p e f u l l y  

min imize those d i f f e r e n c e s  i f  i t  were designed from 

t h e  s t a r t  t h a t  way, b u t  i t  cou ld  be somewhat 

compl icated. 

COMMISSIONER PALECKI :  w e l l ,  what I ' m  

t h i n k i n g  i n  terms o f  i t  o p e r a t i n g  as G r i d F l o r i d a  f o r  

f i v e  o r  seven years,  some inde te rm ina te  t i m e ,  b u t  

melding o r  j o i n i n g  GridSoutheast a t  some f u t u r e  date,  

b u t  a v o i d i n g  a l l  o f  t h e  s t a r t u p  cos ts  and a v o i d i n g  

hav ing t o  d u p l i c a t e  a l o t  o f  t h e  same expend i tu res  

t h a t  we would have a1 ready made. IS t h a t  something 

t h a t  we should be t h i n k i n g  i n  terms o f ?  
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WITNESS NAEVE: T h a t ' s  a d i s t i n c t  

p o s s i b i l i t y .  I t h i n k ,  f o r  example, i f  t h i s  Commission 

were t o  say, "we would l i k e  you t o  go fo rward  w i t h  

G r i d F l o r i d a .  We b e l i e v e  t h a t  G r i d F l o r i d a  should be 

operated as a separate e n t i t y  f o r  a t  l e a s t  seven o r  

e i g h t  years be fo re  t h e r e ' s  any combinat ion w i t h  a 

Southeast RTO,"  t h a t  would, I t h i n k ,  have persuasive 

e f f e c t  w i t h  FERC. 

NOW, hav ing s a i d  t h a t ,  you s t i l l  m igh t  have 

s i g n i f i c a n t  d i f f e r e n c e s  i n  t h e  two s t r u c t u r e s  t h a t  

would make i t  d i f f i c u l t  t o  combine those opera t i ons .  

Another a l t e r n a t i v e  -- i t  s t r i k e s  me t h e r e  

a r e  a couple o f  a l t e r n a t i v e s .  Another a l t e r n a t i v e  

would be t o  have t h e  G r i d F l o r i d a  companies work w i t h  

t h e  southeast RTO a t  t h e  o u t s e t  so t h a t  t h e  southeast  

RTO -- so t h a t  F l o r i d a  has l o t  o f  i n p u t  i n t o  t h e  

des ign and s t r u c t u r e  o f  t h e  Southeast RTO. 

The r e p o r t  f rom t h e  judge i n  t h e  med ia t ion ,  

y o u ' l l  n o t i c e  i t  has a l o t  o f  elements i n  i t  t h a t  l o o k  

l i k e  G r i d F l o r i d a ,  because G r i d F l o r i d a  i s  a 

we1 1 -des i  gned e n t i  t y  . Now, i f t h e  F1 o r i  da compani es 

d o n ' t  p a r t i c i p a t e  on a going- forward b a s i s ,  i t  may n o t  

con t inue t o  l o o k  much l i k e  G r i d F l o r i d a .  But hav ing  

t h e  two l o o k  a l o t  a l i k e  i s  u s e f u l  t o  us. 

But another o p t i o n  migh t  be t o  have t h e  
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G r i  d F l o r i  da companies p a r t i  c i  pate i n t h e  southeast  

process and t o  see i f  i n  t h a t  Southeast process we 

cou ld  have G r i d F l o r i d a  a p a r t  o f  t h e  Southeast RTO, 

b u t  w i t h  spec ia l  c o n t r o l s  o r  spec ia l  ope ra t i ons  f o r  

F l o r i d a  a lone ceded t o  a F l o r i d a  d i v i s i o n  o f  t h e  

southeast RTO o r  something l i k e  t h a t ,  b u t  where 

t h e r e ' s  c o m p a t i b i l i t y  then between t h e  des igns o f  t h e  

companies and t h e  r a t e s  o f  t h e  RTOs and t h e  d i v i s i o n s  

o f  t h e  RTOS and so f o r t h .  I mean, i t  j u s t  s t r i k e s  me 

we have l o t  o f  o p t i o n s  a t  t h i s  stage. 

WITNESS RAMON: The bottom l i n e  o f  a11 t h i s  

i s  t h a t  we need t h e  e q u i v a l e n t  o f  a G r i d F l o r i d a ,  even 

i f  t h e r e ' s  a reg iona l  southeast,  f rom j u s t  an 

opera t i ona l  and r e l i a b i l i t y  -- be ing  c l o s e  t o  your  

customers, g r a n t  access, and be ing  c l o s e  t o  t h e  

Commission f o r  s i t i n g  purposes. 

SO i t ' s  j u s t  something -- we have a 

comp l i ca t i on  w i t h  t h e  southeast ,  and as Mike s a i d ,  we 

have t o  be i n  t h e r e  e a r l y  and be a b l e  t o  e f f e c t u a t e  

what we need here i n  F l o r i d a .  

COMMISSIONER PALECKI :  Thank YOU. 

COMMISSIONER JABER: M r .  Mennes, as an 

opera t ions  person, you reminded me o f  something I 

asked chairman Hoecker yesterday.  From a storm, 

n a t u r a l  d i s a s t e r  s tandpo in t ,  a re  t h e r e  problems i n  

~~ 
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terms o f  d e a l i n g  w i t h  those d i s a s t e r s  i f  you a re  i n  a 

r e g i o n a l  RTO versus a G r i d F l o r i d a  RTO? 

WITNESS MENNES: I t h i n k  f o r  what w e ' l l  

c a l l  a hu r r i cane  -- and c e r t a i n l y  Andrew was a major 

d i s a s t e r .  I t h i n k  t h e  processes t h a t  we have i n  p lace  

t o  deal  w i t h  d i s a s t e r s ,  t o  coo rd ina te  and t o  h e l p  each 

o t h e r ' s  u t i l i t i e s ,  I t h i n k  a re  good today ,  and they  

would be j u s t  about t h e  same tomorrow. The RTO would 

be a b l e  t o  respond t o  them. I t h i n k  where Greg and I 

come from, major storms and s t u f f  l i k e  t h a t  a re  f i n e .  

we see them. we know what 's  go ing  on. we can 

assemble people.  We can a t t a c k  them. 

when you g e t  i n t o  t h e  o p e r a t i o n a l  mode, 

what you 've g o t  t o  -- what always -- maybe 1'11 k i c k  

myse l f  f o r  b r i n g i n g  t h i s  up. what always scares an 

opera to r  i s  t h e  so -ca l l ed  shoulder p e r i o d s .  And what 

happens i n  t h e  shoulder per iods  i s  t h e  loads  go down, 

and a l l  t h e  generators  want t o  t a k e  a h o l i d a y  and g e t  

f i x e d ,  and a l l  t h e  t ransmiss ion  people want t o  take  

t h e i r  l i n e s  o u t  and work on them. And t h a t ' s  when 

people need t o  be very,  very a l e r t ,  e s p e c i a l l y  when 

you have a sp i ke  i n  t h e  weather. And u s u a l l y  i t  w i l l  

be a sp i ke  w i t h  h o t  weather e a r l y  f o r  us i n  t h e  s t a t e  

o f  F l o r i d a  and i n  t h e  south,  which would be sometime 

around A p r i l  o r  May. 
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So those a re  t h e  t y p e  o f  c o n d i t i o n s  t h a t  

you need r e a l l y  good c o o r d i n a t i o n ,  and you need 

someone t h a t  understands t h e  d i v e r s i t y  o f  t h e  l o a d ,  

whether i t ' s  i n  t h e  Southeast o r  whether i t ' s  j u s t  i n  

F l o r i d a ,  t o  s t a y  on t o p  o f  those t ype  o f  t h i n g s .  And 

t h a t ' s  why we r e a l l y  -- i f  they  go t o  some k i n d  o f  

Southeast RTO, we need t o  make our  p o i n t  r e a l  s t r o n g l y  

t h a t  you need some k i n d  o f  o p e r a t i o n a l  cen te r  o r  

something l i k e  t h a t  i n  t h e  S t a t e  o f  F l o r i d a .  I f e e l  

v e r y  s t r o n g l y  f o r  t h a t .  

And, you know, you can say t h a t ,  and t h e  

Southeast RTO can be developed and j u s t  say, "okay. 

we ' re  j u s t  go ing t o  have one cen te r ,  and we ' re  go ing  

t o  p u t  t h a t  cen ter "  -- wherever i t  i s .  I t  probab ly  

won ' t  be south o f  Tal lahassee, and t h i s  i s  t h e  way t h e  

Southeast i s  go ing t o  go. And t h a t ,  I t h i n k ,  would be 

unacceptable t o  us i n  t h e  s t a t e  o f  F l o r i d a  f rom a 

r e l i a b i l i t y  s tandpo in t .  But  we d o n ' t  know. we d o n ' t  

know how any o f  t h a t  s t u f f  w i l l  work. 

COMMISSIONER JABER: Jus t  t o  complete t h e  

record  then,  assuming we k i n d  o f  g i v e  some d i  r e c t i o n  

o r  guidance i n  our  u l t i m a t e  d e c i s i o n  i f  w e  t h i n k  an 

RTO i s  app rop r ia te ,  where would you recommend t h a t  t h e  

F1 o r i  da opera t ions  cen te r  be 1 ocated? 

WITNESS MENNES: A l i t t l e  b i t  on t h e  
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spo t .  

WITNESS RAMON: Say i n  F l o r i d a .  

WITNESS MENNES: I n  F l o r i d a .  Thank you. I 

g o t  h e l p  on t h a t  one. 

we d i d  our  bes t  when we s t a r t e d  up 

G r i d F l o r i d a  t o  make i t  a smooth t r a n s i t i o n .  And 

F l o r i d a  Power & L i g h t ,  be ing  t h e  l a r g e s t  customer, was 

v e r y  concerned about t h e  cos ts  and a l l  and b a s i c a l l y  

decided t h a t  we would move o u t  o f  our  c o n t r o l  c e n t e r .  

Since i t  a1 ready has a l a r g e  board, you can develop 

t h e  t ransmiss ion  maps. The t ransmiss ion  maps and 

s t u f f  a re  very impor tan t  when you have a l a r g e  storm 

t o  see what 's  i n  and o u t ,  and we thought  t h e  M i a m i  

area was a p r e t t y  good p lace  t o  do a l l  t h a t .  we 

a l ready  had a l l  t h e  i n f r a s t r u c t u r e  i n  p lace .  

Now, c e r t a i n l y  t h a t  t y p e  o f  i n f r a s t r u c t u r e  

cou ld  be r e l o c a t e d  somewhere e l s e  a t  a f u t u r e  da te .  

we d i d n ' t  t i e  G r i d F l o r i d a ' s  hands down f o r  any 

s p e c i f i c  p e r i o d  o f  t ime.  But j u s t  t h e  o v e r a l l  way we 

communi c a t e  w i t h  t h e  va r ious  muni c i  p a l  i ti es and co-ops 

and t h e  IOUS w i t h  our  h o t  l i n e s  and e v e r y t h i n g  e l s e ,  

we have t h a t  i n f r a s t r u c t u r e  i n  p lace .  I f  you t r i e d  t o  

take  t h a t  whole t h i n g ,  t h e  way we opera te ,  and have i t  

done somewhere e l s e ,  i t  j u s t  -- t o  me, i t ' s  j u s t  t o o  

b i g .  I t ' s  t o o  much. 
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one t h i n g  t h a t  people sometimes l o s e  t r a c k  

of i s  we have opera tors  on s h i f t ,  and we a c t u a l l y  

opera te  a power company 24 hours a day, seven days a 

week. And when something goes wrong, we cannot t e l l  

t h e  t ransmiss ion  g r i d  t h a t  t h e y ' r e  o n l y  a l lowed t o  

have problems a t  t h e  t imes when management i s  t h e r e .  

SO we need t o  make sure w e ' v e  g o t  t h e  opera to rs  

t r a i n e d .  And i t ' s  a mind-boggl ing j o b  f o r  them j u s t  

t o  take  care o f  t h e  S t a t e  of F l o r i d a ,  and we do a good 

j o b  doing t h a t .  

WITNESS RAMON: Commi s s i  oner , t r y i  ng t o  go 

back t o  your ques t ion ,  t h e  way we l e f t  i t  was t h a t  

we ' re  go ing t o  use t h e  FP&L c o n t r o l  cen te r  j u s t  t o  g e t  

s t a r t e d .  us ing  t h e  e x i s t i n g  i n f  r a s t r u c t u r e  would save 

us a l o t  o f  money, b u t  we were going t o  l eave  i t  t o  

t h e  board on where t h e  headquarters should be and 

where any f u t u r e  permanent f a c i l i t i e s  should be. we 

were going t o  leave t h a t  up t o  t h e  board. 

BY MR. KEATING: 

Q I j u s t  have a couple o f  quest ions t o  f o l l o w  

up on t h e  d iscuss ion  t h a t  you had w i t h  t h e  

Commissioners j u s t  now. 

Besides G r i d F l o r i d a ,  a re  t h e r e  any RTO 

proposals  f rom w i t h i n  t h e  Southeastern reg ion  t h a t  was 

d e f i n e d  by FERC i n  J u l y  t h a t  a re  pending be fo re  FERC? 
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A (By M r .  Naeve) There 's  G r i  dsouth pending . 
There i s  G r i d F l o r i d a ,  which i s  s t i l l  pending on t h e  

compliance f i l i n g .  The SPP Entergy f i l i n g  i s  pend-ing. 

And then Southern company made a f i l i n g ,  t h e  s o - c a l l e d  

SETranS, I b e l i e v e ,  which I b e l i e v e  i s  s t i l l  pending 

t o o .  

Q SO each o f  those e n t i t i e s  have i n c u r r e d  

some s t a r t u p  cos ts  t o  da te ,  o r  some cos ts  -- 

A To d i f f e r e n t  degrees, yes. 

Q -- t o  g e t  t h e  b a l l  r o l l i n g .  

A Yes, t o  d i f f e r e n t  degrees. 

Q would you expect t h a t  i f  FERC were t o  o rde r  

a Southeast RTO t h a t  i n c l u d e d  a l l  o f  these e n t i t i e s  

t h a t  a l l  those s t a r t u p  cos ts  would be recovered i n  t h e  

charge o f  t h e  southeast RTO t o  each o f  t h e  u t i l i t i e s  

t h a t  took  s e r v i c e  f rom i t ?  

A I would t h i n k  so, yes. I would a l s o  say 

t h a t  t h e  cos ts  t h a t  have been i n c u r r e d  so f a r  would be 

a r e l a t i v e l y  smal l  f r a c t i o n  o f  t h e  t o t a l  s t a r t u p  cos ts  

once you s t a r t  making investment  i n  i n f r a s t r u c t u r e  and 

f a c i l i t i e s .  

Q And one o t h e r  fo l l ow-up .  There was some 

t a l k  about how t o  -- I guess how G r i d F l o r i d a  c o u l d  f i t  

i n t o  t h e  Southeastern RTO w i t h  minimal -- you know, 

w i t h  as minimal a d d i t i o n a l  cos ts  o r  d i f f i c u l t i e s  as 
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p o s s i b l e .  From your understanding o f  what t h e  ALJ has 

recommended t o  FERC as t h e  form o f  an RTO f o r  t h e  

southeast  reg ion ,  i s  t h e r e  much d i f f e r e n c e  between 

t h a t  form and what 's  proposed as G r i d F l o r i d a ?  

A Not s i g n i f i c a n t  d i f f e r e n c e s .  There a re  two 

pr imary  d i f f e r e n c e s ,  and I i n  response t o  t h e  same 

ques t ion  yesterday gave them t o  you. 

Q SO I asked t h a t  ques t i on  yesterday? 

A Yes, you d i d .  

Q I t o l d  you yesterday a l s o  t h a t  m y  

shor t - te rm memory was two hours.  

I l e f t  o f f  w i t h  some ques t ions  about t h e  

d i f f e r e n c e s  between how G r i d F l o r i d a  would per form 

o p e r a t i o n a l  c o n t r o l  se rv i ces  as compared t o  how i t ' s  

c u r r e n t l y  done. cou ld  t h e  same o p e r a t i o n a l  c o n t r o l  

s e r v i c e s  t h a t  w i l l  be performed by G r i d F l o r i d a  be 

performed as e f f e c t i v e l y  by a n o t - f o r - p r o f i  t RTO? 

A (By M r .  Mennes) For t h e  o p e r a t i o n a l  

c o n t r o l  and r e l i a b i l i t y  o f  s e r v i c e s ,  I would assume 

t h e y  would be -- you know, t h e  end r e s u l t  would 

p robab ly  be about t h e  same, would be t h e  same. 

A (By M r .  Ramon) w e l l ,  I t h i n k  i t  has -- 
M a r t y ,  I t h i n k  t h e  t ransco  has t h e  p o t e n t i a l  t o  be 

b e t t e r  on t h e  opera t ions  end, because r i g h t  now we 

have -- as you a l l  w e l l  know, we have coord ina ted  
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u t i l i t y  opera t ions  i n  F l o r i d a .  And even i f  you went 

t o  a n o t - f o r - p r o f i t  RTO, i t  would s t i l l  be 

coord ina ted .  There would be a h i g h  degree o f  

coord ina ted  opera t ions .  But w i t h  a t ransco  owning a 

l o t  o f  t ransmiss ion  and owni ng those v e r y  f a c i  1 i ti es 

t h a t  i t  operates,  i t ' s  a l e s s  coord ina ted  o p e r a t i o n ,  

so I would t h i n k  i t  would have t h e  p o t e n t i a l  t o  be 

more e f f i c i e n t .  

A (By M r .  Mennes) Yes, I t h i n k  -- I l ooked 

a t  t h e  ques t ion  j u s t  f rom a "keep t h e  l i g h t s  on" 

s tandpo in t .  I t h i n k  t h e  end r e s u l t  o f  keeping on t h e  

l i g h t s  on, t h e  r e s u l t  would be t h e  same. I f  you 

looked a t  t h e  t ransco,  which would be t h e  

owner-operator o f  t h e  f a c i l i t i e s ,  versus t h e  ISO, I 

t h i n k  t h e r e  would be more e f f i c i e n c i e s  i n  t h e  t ransco  

model. The ISO model b r i n g s  i n  some d u p l i c a c i e s ,  i f  

you woul d , and probably  i n e f f i  c i  enc i  es . 
A (By M r .  Naeve) I t h i n k  we've always f e l t ,  

and one o f  t h e  reasons we l i k e  t h e  t ransco  model i s  

t h a t  t h e r e  needs t o  be an a l ignment  between owning 

assets  and opera t i ng  and mai n t a i  n i  ng those assets  , 

t h a t  companies o r  i n d i v i d u a l s  n a t u r a l l y  w i l l  be more 

t h o u g h t f u l  and c a r e f u l  i n e s t a b l i s h i n g  o p e r a t i  ng 

p o l i c i e s  and maintenance p o l i c i e s  f o r  assets  t h e y  have 

an economic i n t e r e s t  i n  o r  a s take i n  than o therw ise .  
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I n  t h i s  case, y o u ' l l  have a f o r - p r o f i t  

t r ansco  t h a t  a l s o  owns s i g n i f i c a n t  asse ts ,  and i t  w i l l  

t h e r e f o r e ,  we t h i n k ,  have a s t r o n g  i n c e n t i v e  t o  

develop w i  se and prudent  o p e r a t i  ng p r o t o c o l  s . Those 

o p e r a t i n g  and mai ntenance p r o t o c o l  s t h a t  t h e y  develop 

w i l l  app ly  t o  assets  n o t  o n l y  t h a t  t h e y  own, b u t  t h e  

assets  t h a t  t hey  manage under c o n t r a c t s .  But  we t h i n k  

hav i  ng t h a t  a1 i gnment between ownershi p and o p e r a t i  on 

i s  a good one. 

Q okay. And are  those -- would those be t h e  

e f f i c i e n c i e s  t h a t  you were t a l k i n g  about,  M r .  Mennes? 

A (By M r .  Mennes) Yes. 

COMMISSIONER DEASON: I S  t h a t  -- i n  your  

op in ion ,  M r .  Naeve, i s  t h a t  a shortcoming i n  t h e  

Southeast proposal  i n  t h e  sense t h a t  t h e r e  i s  a 

c o n t r a c t u a l  r e l a t i o n s h i p  between t h e  t r a n s c o  and t h e  

i ndependent market admi n i  s t r a t o r ?  I s  t h a t  a problem 

i n  your v iewpo in t  o r  not? 

WITNESS NAEVE: No. I n  t h e  Southeast 

model, t h e  t ransco  s t i l l  has t h e  r e s p o n s i b i l i t y  f o r  

O&M. S o  we wanted -- you know, i t ' s  i m p o r t a n t  t o  

mai n t a i  n t h a t  a1 i gnment between ownershi p and O&M 

r e s p o n s i b i l i t y ,  which was preserved i n  t h a t  Southeast 

model. 

COMMISSIONER DEASON: SO t h e  
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r e s p o n s i b i l i t y  -- even i n  t h e  southeast  model, t h e  

responsi  b i  1 i t y  s t i  11 r e s t s  w i t h  t h e  independent 

t ransco ,  whether they  c o n t r a c t  p a r t  o f  t h a t  

responsi  b i  1 i t y  away -- n o t  t h e  responsi  b i  1 i t y ,  b u t  

t h e y  c o n t r a c t  some o f  t h a t  away, t h e y ' r e  s t i l l  -- t h e  

e n t i t y  which owns i s  s t i l l  respons ib le .  

WITNESS NAEVE: Yes. They would a c t u a l l y  

n o t  be c o n t r a c t i n g  t h a t  away t o  t h e  market 

admi n i  s t r a t o r .  They would r e t a i  n t h a t  responsi  b i  1 i t y .  

COMMISSIONER DEASON: They would r e t a i n  t h e  

responsi  b i  1 i t y  t o  operate and m a i  n t a i  n? 

WITNESS NAEVE: T h a t ' s  r i g h t .  Now, t h e y  

may c o n t r a c t  w i t h  some o f  t h e  t ransmiss ion  owners and 

t h e  u t i l i t i e s  t h a t  a re  under t h e  RTO f o r  some o f  those 

O&M s e r v i  ces, b u t  they  w i  11 mai n t a i  n responsi  b i  1 i t y .  

COMMISSIONER DEASON: Okay. 

CHAIRMAN JACOBS: There was some concern on 

t h i s  i s s u e  w i t h  t h e  i d e a  o f  bas ing t h e  standards f o r  

maintenance on t h e  p r i o r  t h r e e  yea rs '  measures. And 

you came back, and -- w e l l ,  I understand t h a t  t h e r e ' s  

go ing  t o  be a c o n t i n u i n g  d i scuss ion  on t h a t .  would 

you care  t o  e labo ra te  on t h a t ?  

WITNESS MENNES: w e l l ,  what y o u ' r e  

r e f e r r i n g  t o  c o r r e c t l y  i s  t h a t  i n  our  t a r i f f  t h a t  we 

f i l e d  -- and we c a l l  i t  Attachment 0 ,  which i s  E x h i b i t  
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1, volume 6 .  we have a p r o t o c o l  i n  t h e r e  t h a t  t a l k s  

about t h e  responsi  b i  1 i ti es t h a t  G r i  dF1 o r i  da would have 

t o  mai n t a i  n t h e  t ransmi  s s i  on r e 1  i a b i  1 i t y  standards.  

We d i d  a l o t  o f  d i scuss ion  on t h i s  m a t t e r  i n  t h e  

c o l l a b o r a t i v e  process and took  a l o t  o f  i n p u t  f rom t h e  

m u n i c i p a l i t i e s  and co-ops i n  t h e r e  and t r i e d  t o  l o o k  

a t  some r e a l i s t i c  t h i n g s  t h a t  we thought  G r i d F l o r i d a  

cou ld  be a b l e  t o  do. 

And t h e  f i r s t  t h i n g  t h a t  we asked them t o  

do i s  -- what we t o l d  them they  had t o  do i n  t h e  l o n g  

te rm was t o  make sure t h a t  r e l i a b i l i t y  i s  no worse f o r  

t h e  l oad -se rv ing  e n t i t i e s  than i t  i s  today,  o r  

averaged over t h e  l a s t  t h r e e  years i s  a c t u a l l y  what i t  

says. And we a l s o  p u t  a r e s p o n s i b i l i t y  f o r  

G r i d F l o r i d a  on a y e a r l y  b a s i s  t o  eva lua te  systems t h a t  

had low,  i f  you would, r e l i a b i l i t y  o r  t h e  wors t  

r e l i a b i l i t y .  And we a l s o  looked a t  d i f f e r e n t  d e l i v e r y  

p o i n t s ,  and we a l s o  s a i d  t h a t  G r i d F l o r i d a  would have 

r e s p o n s i b i l i t y  t o  go i n  t h e r e  and eva lua te  those w i t h  

t h e  worst  r e s p o n s i b i l i t y ,  g e t  w i t h  t h e  l o a d - s e r v i n g  

e n t i  t i e s  and address improvements, t ransmiss ion  

improvements t o  b r i n g  t h i s  up t o  da te  o r  t o  b r i n g  them 

so t h a t  t h e i  r problems o r  whatever t h e y  had would be 

m i  n imi  zed. 

S o  we were very concerned, and we t o o k  
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i n p u t .  we t h i n k  t h a t  what i s  i n  here does make 

G r i  dF1 o r i  da responsi  b l  e t o  mai n t a i  n re1  i a b i  1 i t y  and 

a c t u a l l y  t o  improve i t .  what i t  was was j u s t  t h e  

l oad -se rv ing  e n t i t i e s  t h a t  a re  go ing  t o  be t h e  

customers o f  G r i d F l o r i d a  t o  have an assurance t h a t  

t h e r e  i s  a t a r i f f  o u t  t h e r e  t h a t  r e q u i r e s  G r i d F l o r i d a  

t o  do t h i s  work and t o  g e t  w i t h  them and t o  r e v i e w  t h e  

re1 i ab i  1 i t y  and t o  t r a c k  t h e  re1 i a b i  1 i t y  . 
CHAIRMAN JACOBS: And i f  t h e y  want t o  

pursue a h ighe r  l e v e l  o f  r e l i a b i l i t y ,  t h e y  can, b u t  as 

I understand i t ,  they  would have t o  i n c u r  those cos ts ;  

i s  t h a t  c o r r e c t ?  

WITNESS MENNES: That  i s  c o r r e c t .  

CHAIRMAN JACOBS: And t h i s  goes a l i t t l e  

b i t  beyond me, b u t  l e t  me t r y  i t  a t  l e a s t .  AS I 

understand t h i s  i d e a  o f  l o o p i n g ,  t h e r e  can be some 

l o o p i n g  done i n  t h e  system, which I understand 

enhances r e l i a b i l i t y  f o r  a p a r t i c u l a r  user .  Do we -- 

am I t o  understand then t h a t  whatever i s  done now 

would s t a y  i n  p lace ,  and anybody who wants t o  conduct 

t h a t  i n  t h e  f u t u r e ,  anybody, any user  o f  t h e  system, 

whether t h e y ' r e  a l oad -se rv ing  e n t i t y  o r  n o t ,  t hey  

i n c u r  t h e  c o s t  o f  adding t h a t  k i n d  o f  a f a c i l i t y  t o  

t h e i  r -- 

WITNESS MENNES: w e l l ,  b a s i c a l l y ,  when you 
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t a l k  about l oop ing ,  y o u ' r e  -- 

CHAIRMAN JACOBS: And c o r r e c t  me i f  I'm 

t a l k i n g  o u t  o f  t u r n .  

WITNESS MENNES: No, y o u ' r e  do ing  good. 

when you t a l k  about l o o p i n g  t h e  v a r i o u s  s t a t i o n s  and 

how a l l  t h a t  works, t h e  way we p l a n  t h i n g s  today  and 

coord ina te  today t o  serve l o a d  and t o  b r i n g  t h e  

t ransmiss ion  i n t o  i t  and t o  make sure t h e  t ransmiss ion  

i s  coord ina ted  w i t h  t h e  genera t ion ,  those same 

processes w i l l  a l s o  cont inue t o  take  p lace  i n  a 

p lann ing  process t h a t  t h e  G r i d F l o r i d a  i s  requ i  red t o  

do, requ i red  by t h e  t a r i f f  t o  do. 

when G r i d F l o r i d a  -- and I t h i n k  i t ' s  

impor tan t  t o  note t h a t  one t h i n g  t h a t  we do n o t  have 

today t h a t  G r i d F l o r i d a  does have i s ,  G r i d F l o r i d a  w i l l  

have an independent -- w e l l ,  i t ' s  n o t  independent.  

They have a market p a r t i  c i  pant  type  p lann ing  commi t t e e  

t h a t  w i l l  be ab le  t o  come back and work w i t h  t h e  

va r ious  p lanners t h a t  G r i d F l o r i d a  has. 

S o  G r i d F l o r i d a  i s  n o t  go ing  t o  be a b l e  t o ,  

and I d o n ' t  t h i n k  we want i t  t o  be a b l e  t o  go o u t  

t h e r e  and do what we c a l l  a go ld -p la ted  system. 

They've g o t  t o  do what 's  reasonable. They l o o k  a t  

long- te rm p lans.  A l o t  o f  t imes what you would do, 

you would b u i l d  a subs ta t i on ,  and you cou ld  serve i t  
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r a d i a l l y  w i t h  t h e  long- te rm p lans  o f  as l o a d  cont inues  

t o  grow, as your t ransmiss ion  requirements,  maybe 

t h r e e  years l a t e r  you would l o o p  i t  through.  T h a t ' s  

what F l o r i d a  Power & L i g h t  does now. S o  a l l  these 

t y p e  o f  p r a c t i c e s  would be c a r e f u l l y  reviewed by 

G r i  dF1 o r i  da . 
WITNESS SOUTHWICK: I would add t o  t h a t ,  

through t h a t  normal process, l i n e s  w i l l  be looped i n  

when t h e  l o a d  growth r e q u i r e s  i t ,  and t h a t  w i l l  be 

p icked up through t h e  normal p lann ing  process, and 

t h a t  would n o t  be a d i  r e c t l y  assigned c o s t  t o  t h a t  

p a r t i c u l a r  LSE. 

CHAIRMAN JACOBS: SO as I understand i t  

t h e  concern was t h a t  -- t h e  cons is tency .  SO your  

e v a l u a t i o n  o f  l o a d  growth and those s o r t s  o f  i ssues  

would occur through t h i s  p lann ing  process, and 

c o n s i s t e n t  standards would app ly  th roughout .  

WITNESS SOUTHWICK: Yes. 

WITNESS MENNES: Yes. 

CHAIRMAN JACOBS: Thank you. 

COMMISSIONER DEASON: I have a ques t ion .  

M r .  Mennes, I b e l i e v e  you made re fe rence  t o  Attachment 

0 ,  which i s  t h e  o p e r a t i n g  p r o t o c o l ,  which i s  p a r t  o f  

volume 6. 

WITNESS MENNES: Yes, S i r .  I t ' s  a c t u a l l y  
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Volume 6 - B .  

COMMISSIONER DEASON: okay. We l l ,  I ' m  

l o o k i n g  a t  page 4074. And you a l s o  made re fe rence  t o  

t h e  f a c t ,  and maybe M r .  Naeve a l s o ,  t h a t  t h e r e  cou ld  

be a con t rac tua l  r e l a t i o n s h i p  w i t h  a d i v e s t i n g  owner, 

f o r  example, t o  p rov ide  opera t i ons  and mai ntenance 

se rv i ces .  DO you expect t h a t  t o  take  p lace  i n  t h e  

case o f  F l o r i d a  Power & L i g h t ?  

WITNESS MENNES: Yes. 

COMMISSIONER DEASON: NOW, t h e  personnel  

t h a t  would be a c t u a l l y  do ing  those -- p r o v i d i n g  those 

s e r v i  ces , conduct i  ng t h e  mai ntenance , f o r  example, 

those a r e  c u r r e n t l y  F l o r i d a  Power & L i g h t  employees 

and would cont inue t o  be F l o r i d a  Power & L i g h t  

employees? 

WITNESS MENNES: Yes, t o  t h e  same -- We do 

use c o n t r a c t o r s  here and t h e r e  f o r ,  f o r  example, t r e e  

c l e a r i n g  and maybe some o t h e r  t h i n g s .  I ' m  n o t  sure .  

But  whoever i s  do ing i t  today ,  however F l o r i d a  Power & 

L i g h t  operates t h e  -- r e a l l y ,  t h e  maintenance o f  t h e  

t ransmiss ion  f a c i l i t i e s  would be t h e  same as i t  i s  

today ,  and we ' re  go ing t o  b u i l d  t h a t  i n .  

I t  j u s t  d i d n ' t  make -- i t  was i m p r a c t i c a l  

t o  t u r n  over  f a c i l i t i e s  and t u r n  over  those 

requirements t o  G r i d F l o r i d a ,  so w e ' l l  have a c o n t r a c t  
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i n  p lace  w i t h  them which i s  y e t  t o  be developed, b u t  

i t  w i l l  have F l o r i d a  Power & L i g h t  m a i n t a i n i n g  those 

f a c i l i t i e s  2 4  hours a day, seven days a week, 

renewable n o t i  ces t y p e  o f  t h i  ng. 

And we worked r e a l  c l o s e l y  w i t h  -- and 

we ' re  p lann ing  on work ing r e a l  c l o s e l y  w i t h  TECO, 

because i t  i s  a l a r g e  concern, and we d e f i n i t e l y  

w o u l d n ' t  t u r n  a l l  t h a t  over u n t i l  we g o t  a w a r m  

f e e l i n g  t h a t  G r i d F l o r i d a  cou ld  t a k e  over  those 

m a i  ntenance f a c i  1 i ti es . whether G r i  dF1 o r i  da would 

t a k e  over t h e  employees o r  n o t ,  we never r e a l l y  g o t  

t h e r e .  So we a n t i c i p a t e ,  I t h i n k ,  Greg, f o r  f i v e  

years t h a t  we w i l l  have t h a t  c o n t r a c t  i n  p lace .  

COMMISSIONER DEASON: w e l l ,  how w i l l  you be 

-- I say you, F l o r i d a  Power & L i g h t .  How w i l l  F l o r i d a  

Power & L i g h t  be compensated f o r  t h e  use o f  i t s  

employees and t h e  expendi tures t h a t  you i n c u r  i n  

m a i n t a i n i n g  assets  which you have a c t u a l l y  t u r n e d  over 

t o  a d i f f e r e n t  e n t i t y ?  

WITNESS MENNES: The cos ts  would be 

i d e n t i c a l  t o  t h e  cos ts  i t  would be today.  when we 

mai n t a i  n those f a c i l i t i e s  today, we ga ther  those 

maintenance cos ts .  And as opposed t o  be ing  a F l o r i d a  

Power & L i g h t  c o s t ,  what we would do, we would ga ther  

those cos ts ,  and we would j u s t  send t h a t  b i l l  t o  
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G r i  dF1 o r i  da f o r  c o s t .  

COMMISSIONER DEASON: And i t ' s  on a 

cost-based arrangement? IS t h a t  what t h e  c o n t r a c t  

c a l l  s f o r  w i t h  G r i  dF1 o r i  da? 

WITNESS MENNES: T h a t ' s  what i t  would c a l l  

f o r .  we never r e a l l y  f i n i s h e d  t h a t  c o n t r a c t .  T h a t ' s  

one o f  t h e  t h i n g s  we had. we wanted t o  make sure o f  a 

couple t h i n g s .  we d i d n ' t  want t o  -- o f  course, 

o b v i o u s l y ,  we d i d n ' t  want t o  see any p r o f i t  i n v o l v e d  

i n  here.  we wanted t o  make i t  l o o k  l i k e  f o r  t h e  

customers, f o r  t h e  ratepayers,  t h a t  i t  was t h e  same 

t y p e  o f  business and t h e  same c o s t  t h a t  was be ing  

executed today, and we wanted t o  make sure t h e  s e r v i c e  

was t h e  same w i t h  t h e  same expec ta t i ons  and t h e  same 

r e s u l t s  as today. 

COMMISSIONER DEASON: w e l l ,  YOU 

c h a r a c t i r i z e  y o u r s e l f  as an opera t i ons  person, and I 

respect  t h a t .  SO ~ ' m  go ing t o  ask you a ques t i on ,  and 

i f  y o u ' r e  n o t  comfor tab le answering i t ,  t h a t ' s  f i n e .  

From a c o s t  r e p o r t i n g  pe rspec t i ve ,  can 

these cos ts  r e a d i l y  be i d e n t i f i e d  and accounted f o r  so 

t h a t  we ' re  sure t h a t  those cos ts  a re  c o r r e c t l y  

a l l o c a t e d  o u t  o f  F l o r i d a  Power & L i g h t ' s  r e t a i l  

r egu la ted  opera t ions  and a re  p r o p e r l y  accounted f o r  by 

G r i d F l o r i d a ?  
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WITNESS MENNES: I ' m  99 percent  sure,  yes. 

J u s t  t o  leave myse l f  t h a t  -- I ' m  sure t h a t  -- t h a t  was 

our  i n t e n t i o n ,  and i t  should be a b l e  t o  be done. 

BY MR. KEATING:  

Q On page 2 3  o f  t h e  panel tes t imony,  t h e r e ' s  

a d i  scuss i  on o f  how t ransmi  s s i  on system p l  anni  ng w i  11 

t a k e  p lace  under G r i  dF1 o r i  da, i n c l  u d i  ng expansion. 

who c u r r e n t l y  performs t h e  p lann ing  f u n c t i o n ?  

A (By M r .  southwick) Each o f  t h e  u t i l i t i e s  

performs t h e  p l  anni ng f u n c t i o n ,  and i t  ' s coord i  nated 

through t h e  FRCC. 

COMMISSIONER DEASON: L e t  me back up f o r  

j u s t  a moment. I guess t h e  o t h e r  p a n e l i s t s  heard 

M r .  Mennes answer m y  ques t i on  i n  terms o f  F l o r i d a  

Power & L i g h t .  Do you a l s o  agree f o r  your r e s p e c t i v e  

companies t h a t  i t  would be t h e  same answer, o r  do you 

have any th ing  you wish t o  add o r  change as i t  r e l a t e s  

t o  your compani es? 

WITNESS SOUTHWICK: I n  t h e  case O f  F l o r i d a  

Power Corpora t ion ,  we ' re  n o t  go ing t o  be a d i v e s t i n g  

owner, so t h a t  wou ldn ' t  app ly  t o  us.  

COMMISSIONER DEASON: I understand t h a t ,  

b u t  t h e  assets s t i l l  have t o  be mainta ined,  and y o u ' l l  

j u s t  be ma in ta in ing  them y o u r s e l f .  

WITNESS SOUTHWICK: Yes. 
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COMMISSIONER DEASON: DO YOU -- w e l l ,  t hen  

how do you l o o k  f o r  recovery o f  your  maintenance 

costs? IS i t  going t o  be from -- con t inue  t o  be p a r t  

o f  your r e t a i l  opera t ions? 

WITNESS SOUTHWICK: NO. A c t u a l l y ,  a11 O f  

our  t ransmiss ion  revenue requ i  rements w i  11 become -- 

w i l l  be c o l l e c t e d  through t h e  FERC-approved revenue 

requirement,  b u t  t h e  a c t u a l  account ing f o r  i t  w i l l  be 

e x a c t l y  same w a y  we do i t  today. 

COMMISSIONER DEASON: okay. S o  those cos ts  

can be i d e n t i f i e d ,  b u t  y o u ' l l  be l o o k i n g  f o r  recovery 

o f  those cos ts  f rom t h e  RTO? 

WITNESS SOUTHWICK: T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: And then  i t  w i l l  be 

-- i n  t u r n ,  t h e  r a t e  t h a t  i s  e s t a b l i s h e d  by FERC would 

i n c l u d e  t h e  maintenance cos ts  as p a r t  o f  t h e  c o s t s  

which have t o  be recovered i n  t h e  r a t e .  

WITNESS SOUTHWICK: T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: okay. M r .  Ramon, i s  

t h a t  your understanding as w e l l ?  

WITNESS RAMON: we ' re  i n  t h e  -- 

MR. C H I L D S :  Commissioner, he can go ahead 

and answer, b u t  I want t o  make sure t h a t  y o u ' r e  

s a t i s f i e d .  I d o n ' t  know -- t h i s  i s  a l i t t l e  b i t  

beyond h i s  tes t imony here,  and i t ' s  an account ing  
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area. I d o n ' t  know whether t h e  wi tnesses know, and I 

want t o  make sure when t h e y  answer you t h a t  --  

COMMISSIONER DEASON: w e l l ,  I prefaced t h e  

ques t i on .  I p u t  t h a t  ques t i on  o u t  t h e r e  and q u a l i f i e d  

t h a t  o n l y  i f  t h e  witnesses were comfor tab le  answering 

i t .  

MR. C H I L D S :  okay. 

COMMISSIONER DEASON: S o  y o u ' r e  n o t  under 

any pressure t o  answer i f  y o u ' r e  n o t  comfor tab le  

answering. I want t o  make t h a t  c l e a r .  

WITNESS RAMON: w e l l ,  ~ ' m  r e a l  comfor tab le  

i n  hav ing you ask B i l l  Ashburn l a t e r .  

COMMISSIONER DEASON: Very w e l l .  

COMMISSIONER JABER: M r .  southwick,  t h e r e  

has been some c o n f l i c t i n g  tes t imony as t o  whether 

F l o r i d a  Power c o r p o r a t i o n  would do i t s  own 

maintenance, so once and f o r  a l l ,  cou ld  you t e l l  us 

what i t  was you env is ioned F l o r i d a  Power Corpora t ion  

m a i n t a i n i n g  and what se rv i ces  you would be pay ing t h e  

RTO f o r ?  

WITNESS SOUTHWICK: We would ma in ta in  our  

system as we do today, and t h e  c o s t  o f  t h a t  would go 

i n  w i t h  a l l  o f  our o t h e r  t ransmiss ion  revenue 

requ i  rements. I t  i n  t o t a l  becomes our  t ransmiss ion  

revenue requirements. We would f i l e  t h a t  w i t h  FERC, 
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and FERC would approve i t , h o p e f u l l y ,  and t h a t  would 

be c o l l e c t e d  f o r  us and p a i d  t o  us by G r i d F l o r i d a .  

S imul taneously ,  we w i l l  be buy ing from G r i d F l o r i d a  our  

t ransmiss ion  se rv i ces  f o r  ou r  r e t a i  1 customers, and 

w e ' l l  send a check t o  G r i d F l o r i d a  f o r  t h a t  s e r v i c e ,  

and t h a t ' s  what our  r e t a i l  cos ts  would be. 

BY MR. KEATING: 

Q How w i  11 t h e  t ransmi  s s i  on p l  anni  ng f u n c t i  on 

process be d i f f e r e n t  under G r i d F l o r i d a  than  i t  i s  

under t h e  c u r r e n t  s t a t e  o f  a f f a i r s ?  

A (By M r .  southwick) W e l l ,  i t  w i l l  be q u i t e  

d i f f e r e n t  i n  t h e  way t h e  process u n f o l d s .  G r i d F l o r i d a  

i t s e l f  w i l l  be respons ib le  f o r  t h e  p lann ing ,  and 

t h e y ' l l  be respons ib le  f o r  t h e  f i n a l  d e c i s i o n s  t h a t  

g e t  made. 

TO e f f e c t  those p lans ,  t h e r e  w i l l  be an 

open and p a r t i  c i  p a t o r y  process, whi ch i s d e f i  ned i n 

t h e  p lann ing  p r o t o c o l  which i s  p a r t  o f  ou r  t a r i f f ,  i n  

which a l l  t h e  s takeho lders  w i l l  p a r t i c i p a t e  i f  t h e y  

choose t o ,  and I assume t h e y  w i l l ,  i n c l u d i n g  t h e  

F l o r i d a  P u b l i c  Serv ice  commission. And t h e y  w i l l  work 

toge the r  through t h i  s process,  which has a fo rmal  i zed 

s t r u c t u r e  w i t h  mi les tones  on an annual b a s i s ,  and t h e  

r e s u l t  o f  t h a t  w i l l  be t h e  p lan .  

The f i n a l  d e c i s i o n s  w i l l  be made by 
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G r i d F l o r i d a  w i t h  t h e  i n p u t  from t h e  s takeho lders .  I f  

t h e r e  a r e  d i spu tes  about t h e  f i n a l  p lans ,  t h e r e ' s  

procedures t o  handle d i spu tes .  But  t h e  u l t i m a t e  

d i f f e r e n c e ,  i n  m y  mind, i s  t h a t  G r i d F l o r i d a  w i l l  have 

t h e  f i n a l  a u t h o r i t y ,  whereas today t h e  u t i l i t i e s  have 

t h e  f i n a l  a u t h o r i t y .  

Q So t h e  s takeholders,  a r e  those t h e  market 

p a r t i  c i  pants? 

A Yes. 

Q okay. How do they  c u r r e n t l y  p a r t i c i p a t e  i n  

t h e  t ransmi  s s i  on p l  anni ng process? 

A w e l l ,  we probably  vary f rom u t i l i t y  t o  

u t i l i t y ,  I would t h i n k .  I know i n  t h e  case o f  F l o r i d a  

Power Corpora t ion ,  we work w i t h  our  TDUS p e r i o d i c a l l y  

t o  work w i t h  them t o  f i n d  o u t  what t h e i r  needs and 

s a t i s f a c t i o n ,  e t  ce te ra ,  i s  w i t h  t h e  process. A t  t h e  

FRCC, where today a l l  t h e  p lans  come t o g e t h e r  f o r  

c o o r d i n a t i o n  and t o  ensure t h a t  t h e  o v e r a l l  g r i d  i s  

adequate, t h e  s takeholders a l l  s i t  around t h a t  t a b l e  

and t a k e  p a r t  i n  those s t u d i e s .  

Q And j u s t  f o r  c l a r i f i c a t i o n ,  f o r  t h e  record,  

what i s  a TDU? 

A A transmission-dependent u t i l i t y .  I ' m  

r e f e r r i  ng speci  f i  ca11y t o  FMPA and S e m i  no1 e .  

COMMISSIONER PALECKI:  c o u l d  I jump i n  w i t h  
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a ques t i on  here? I t h i n k  one o f  t h e  t h i n g s  t h a t ' s  

t r o u b l i n g  bo th  t o  our  s t a f f  as w e l l  as t o  t h e  

Commission i s  our  l o s s  o f  c o n t r o l  when we -- i f  we go 

ahead and approve an RTO. And we've heard t h a t  a l l  o f  

ou r  j u r i s d i c t i o n  w i l l  go t o  t h e  f e d e r a l  l e v e l  and t h a t  

t h e r e  w i l l  be v e r y  l i t t l e  c o n t r o l  t h a t  t h i s  Commission 

w i l l  have. And you 've  t a l k e d  about t h e  s takeho lders  

hav ing  a v o i c e  i n  t h e  RTO, and I understand t h a t  t h i s  

Commission w i l l  n o t  be a s takeho lder .  

IS t h e r e  something -- o t h e r  than  j u s t  

say ing  t h a t  w e ' l l  g i v e  due deference t o  t h i s  

Commission, i s  t h e r e  some formal  r o l e  t h a t  t h i s  

Commission cou ld  be g i ven  as an a d v i s o r  o r  as an 

e n t i t y  p r o v i d i n g  some i n p u t  t o  t h e  t ransco  t h a t  would 

g i v e  us perhaps a l i t t l e  more comfor t  l e v e l  t han  we 

have r i g h t  now, t h a t  w i l l  g i v e  us a t r u e  v o i c e  i f  we 

do have concerns on how t h e  o p e r a t i o n  o f  t h e  t r a n s c o  

i s  go ing,  t h a t  we can n o t  o n l y  v o i c e  them, b u t  we ' re  

c o n f i d e n t  t h a t  they  w i l l  be heard and g i ven  due 

consi  de ra t i on?  

WITNESS SOUTHWICK: Commissioner, we've 

g i ven  t h a t  a l o t  o f  c o n s i d e r a t i o n ,  and today -- and I 

d o n ' t  want t o  g e t  i n t o  a l e g a l  t h i n g ,  because I c a n ' t  

-- today t h e  Commission has t h e  a u t h o r i t y ,  as I 

understand i t ,  t o  o rde r  a u t i l i t y  t o  b u i l d  a 
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t r ansmiss ion  f a c i l i t y ,  o r  any th ing  e l s e ,  a c t u a l l y ,  i f  

t h e y  decide t h a t  t h a t ' s  necessary. And I know t h e r e  

has been a l o t  o f  debate, w e l l ,  t hey  have t h e  

a u t h o r i t y  t o  o rde r  G r i d F l o r i d a  t o  do t h a t .  And I 

d o n ' t  know t h e  answer t o  t h a t ,  b u t  t o  p r o t e c t  a g a i n s t  

t h e  event t h a t  maybe i t  doesn ' t ,  we p rov ided  f o r  t h a t  

poss i  b i  1 i t y  . 
And on page 2 8  o f  our  panel t es t imony ,  we 

address t h a t  s p e c i f i c a l l y ,  and t h e  Q and A s t a r t s  on 

page 4. And t h i s  r e f e r s  t o  Attachment N,  t h e  p lann ing  

p r o t o c o l  o f  our  t a r i f f ,  where G r i d F l o r i d a  i s  o b l i g a t e d  

t o  a c t  as t h e  agent f o r  t h e  u t i l i t i e s  and c o n s t r u c t  

f a c i l i t i e s  i f  t h e  PSC o rde rs  i t .  what we d i d  here i s ,  

t h e  PSC can s t i l l  o rde r  a u t i l i t y  t o  b u i l d  a f a c i l i t y ,  

and i f  t h e  u t i l i t y  i s  n o t  i n  a p o s i t i o n  t o  do so, f o r  

example, i f  they  have d i ves ted ,  G r i d F l o r i d a  i s  

o b l i g a t e d  t o  s tep  up and per form t h a t  r o l e .  So our  

i n t e n t i o n  i s  t h a t  t h e  same a u t h o r i t y  t h e  Commission 

has today t h e y ' l l  s t i l l  have. 

COMMISSIONER PALECKI :  I was t h i n k i n g  more 

i n  terms o f  some s o r t  o f  formal  l i a i s o n  between t h i s  

Commission and G r i d F l o r i d a ,  you know, t h a t  m igh t  a l l o w  

t h i s  commission t o  a c t  i n  some r o l e  as an a d v i s o r  t o  

G r i  dF1 o r i  da. 

WITNESS SOUTHWICK: W e l l ,  we p rov ided  a 
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s e a t  a t  t h e  t a b l e  f o r  t h e  F l o r i d a  C o m m i s s i o n ,  w h i c h  i n  

m y  mind again i s  t h e  same sea t  a t  t h e  t a b l e  they  have 

today a t  t h e  FRCC. 

COMMISSIONER PALECKI :  Thank you. 

CHAIRMAN JACOBS: T h a t ' s  t h e  p o s i t i o n  on 

t h e  Advi sory  C o m m i t t e e ;  r i g h t ?  

WITNESS SOUTHWICK: Yes, and a l s o  through 

t h e  p lanning process, s i  r .  

CHAIRMAN JACOBS: I ' m  so r ry?  

WITNESS SOUTHWICK: And a l s o  through t h e  

p l  anni ng process. 

CHAIRMAN JACOBS: okay. 

WITNESS SOUTHWICK: we encourage c o m m i s s i o n  

p a r t i  c i  pa t i on .  

CHAIRMAN JACOBS: A r e  YOU f a m i l i a r  -- i t ' s  

m y  understanding t h a t  i n  PJM, t h e r e  i s  an MOU w i t h  t h e  

board o f  d i r e c t o r s  o f  PJM, b e t w e e n  t h e  board and t h e  

j u r i s d i c t i o n a l  commissions i n  w h i c h  PJM o f f e r s  

s e r v i c e .  A r e  you f a m i l i a r  w i t h  t ha t?  

WITNESS SOUTHWICK: NO, s i r ,  I ' m  n o t .  

CHAIRMAN JACOBS: IS anyone e l s e ?  

WITNESS RAMON: NO. 

CHAIRMAN JACOBS: Okay. One o f  t h e  o t h e r  

avenues t h a t  i s  pub -- I should say announced as a w a y  

f o r  o u t  i n t e r a c t i o n ,  t h e  C o m m i s s i o n ' s  i n t e r a c t i o n  w i t h  
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G r i d F l o r i d a  i s  through t h e  market m o n i t o r i n g  f u n c t i o n ;  

i s  t h a t  c o r r e c t ?  

WITNESS NAEVE: Yes. 

CHAIRMAN JACOBS: I want t o  k i n d  o f  g e t  a 

l i t t l e  b i t  c l e a r e r  a p p l i c a t i o n  on t h a t .  And what I ' m  

l o o k i n g  a t  i s  t h e  t a r i f f ,  and t h i s  i s  i n  volume 3 .  

WITNESS RAMON: Volume 3? 

CHAIRMAN JACOBS: I ' l l  t e l l  YOU what. 

w h i l e  we g e t  t h a t ,  why d o n ' t  we go ahead and t a k e  a 

break f o r  t h e  c o u r t  r e p o r t e r .  she has been go ing  f o r  

a l i t t l e  b i t .  w e ' l l  t a k e  a break and come back i n  t e n  

minutes.  

( sho r t  recess .) 
CHAIRMAN JACOBS: w e ' r e  back on t h e  

record ,  and I was going t o  ask a ques t i on  on t h e  

market mon i to r i ng  t a r i f f .  s p e c i f i c a l l y ,  I want t o  

speak t o  how t h e  market mon i to r  w i l l  i n t e r a c t  w i t h  

o t h e r  governmental agencies and how t h a t  -- I k i n d  o f  

want t o  g e t  a l o g i c a l  v i e w  o f  how t h i s  process i s  

a n t i  c i  pated t o  work. 

F i r s t  o f  a l l ,  as a general  i dea ,  t h e  

i n t e r a c t i o n  i s  c e r t a i n l y  n o t  go ing t o  be r e a l - t i m e .  

we would be d e a l i n g  -- we,  t h i s  Commission, w i l l  be 

d e a l i n g  w i t h  any market m o n i t o r i n g  a c t i v i t y  ex pos t  

f ac to .  IS t h a t  a f a i r  statement? 
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WITNESS NAEVE: I ' m  n o t  so sure I would 

desc r ibe  i t  as ex pos t  f a c t o .  I do t h i n k  t h e r e  w i l l  

be circumstances where y o u ' l l  r ece i ve  f rom t h e  market 

mon i to r  r e p o r t s  o f  market c o n d i t i o n s  and r e p o r t s  about 

proposed changes t o  t h e  market and t h a t  s o r t  o f  

s t u f f .  I mean, I guess t o  t h e  e x t e n t  t h a t  t h e  r e p o r t s  

have been prepared, i t ' s  n o t  r e a l - t i m e .  There 's  some 

l a g  i n  t i m e  i n  t h a t .  

I d o n ' t  know i f  t h e r e ' s  a n y t h i n g  t h a t  

n e c e s s a r i l y  prec ludes t h i s  Commi s s i o n  f rom t r y i  ng t o  

arrange w i t h  t h e  market mon i to r  some more r e a l - t i m e  

access t o  i n f o r m a t i o n .  There's n o t h i n g  i n  t h e  

proposal  t h a t  prec ludes t h a t ,  nor  i s  i t  r e q u i r e d  

e i t h e r .  They a re  r e q u i r e d  t o  share i n f o r m a t i o n  w i t h  

you and share r e p o r t s  w i t h  you, b u t  t h e r e ' s  no 

s p e c i f i c i t y  as t o  manner i n  which t h a t ' s  done. 

CHAIRMAN JACOBS: NOW, s p e c i f i c a l l y  I ' m  

l o o k i n g  a t  Sec t ion  3.45 o f  t h e  t a r i f f ,  and t h i s  i s  on 

page 2079. And h e r e ' s  how I would a n t i c i p a t e  t h i s  

coming up. 

WITNESS NAEVE: T h i s  i s  Sec t i on  3.4.5? 

CHAIRMAN JACOBS: Cor rec t .  You ' re  

absol u t e l  y r i  g h t  . 
WITNESS NAEVE: And i t ' s  page 3739? 

CHAIRMAN JACOBS: Oh, I guess t h a t ' s  r i g h t .  
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There 's  two statements o f  i t .  I have i t  on 2 0 7 9 ,  b u t  

y o u ' r e  r i g h t ,  i t  i s  on another  page. 

WITNESS NAEVE: okay. I j u s t  wanted t o  

make sure I was l o o k i n g  a t  t h e  same s e c t i o n .  

CHAIRMAN JACOBS: I wasn ' t  sure which one 

was t h e  most c u r r e n t .  There 's  one on 2 0 8 8 ,  and then  

one on 2 0 7 9  i n  m y  e x h i b i t  package. I assumed t h e  

f i r s t  one i s  t h e  most c u r r e n t .  

MR. FAMA: M r .  chairman, Volume 6 o f  

E x h i b i t  1, which i s  a t tached t o  M r .  Naeve's tes t imony,  

i s  t h e  most recent  FERC f i l i n g ,  and I b e l i e v e  t h a t ' s  

g o t  t h e  market m o n i t o r i n g  t a r i f f  i n  i t ,  and probab ly  

t h a t  would be t h e  bes t  one t o  l o o k  a t .  

CHAIRMAN JACOBS: Okay. The page number on 

t h a t  one was -- 

WITNESS NAEVE: okay. SO t h i s  i s  -- t h e  

2 0 7 9  i s  ,he most updated f i l i n g ,  so we can work f rom 

t h a t .  

CHAIRMAN JACOBS: okay. 

WITNESS NAEVE: Oh, I ' m  s o r r y .  T h i s  i s  

August? okay. Then l e t ' s  go t o  3 7 3 9 .  That  i s  t h e  

most recent .  

CHAIRMAN JACOBS: okay. T h i s  seems t o  be 

e s s e n t i a l l y  t h e  same language. w e l l  -- okay. NOW, i t  

appears here t h a t  i n  some -- t h e r e  w i l l  be t h e  
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o p p o r t u n i t y  f o r  t h i s  Commission t o  rece ive  i n f o r m a t i o n  

on market m o n i t o r i n g  a c t i v i t y  t h a t  had t o  do w i t h  

market abuses. IS t h a t  what t h i s  s e c t i o n  i s  i n tended  

t o  do? 

WITNESS NAEVE: 3.4.5? 

CHAIRMAN JACOBS: R i g h t .  I ' m  s p e c i f i c a l l y  

l o o k i n g  a t  t h e  end o f  t h e  f i r s t  sentence t h a t  says t h e  

market moni tor  may submit  a compla in t  rega rd ing  a 

s p e c i f i c  v i o l a t i o n  o f  market r u l e s ,  excess ive market 

power, o r  o therw i  se a n t i  competi t i v e  behav io r  d i  r e c t l y  

t o  t h e  Commission, and i n  parentheses, and as 

approp r ia te ,  t o  o t h e r  au tho r i zed  government agencies 

t o  t h e  e x t e n t  app rop r ia te ,  o r  r e l e v a n t ,  I should say. 

WITNESS NAEVE: T h i s  s e c t i o n  i s  t h e  s e c t i o n  

t h a t  au tho r i zes  t h e  market mon i to r  t o  f i l e  compla in ts  

a g a i n s t  p a r t i e s  t h a t  may be e x e r c i s i n g  market power o r  

abusing -- o r  v i o l a t i n g  t a r i f f s  o r  abusing market 

r u l e s .  I t , i n  e f f e c t ,  au tho r i zes  them t o  f i l e  a 

compl a i  n t  regard i  ng these v i  o l  a t i  ons t o  t h e  commi s s i  on 

o r ,  as app rop r ia te ,  o t h e r  agencies. And t h e  o n l y  

o t h e r  agencies a re  agencies t h a t  have t h e  power t o  

remedy t h a t  compla in t .  S O ,  i n  e f f e c t ,  what i t  says i s  

if you i d e n t i f y  a problem i n  t h e  marketp lace,  y o u ' r e  

au tho r i zed  t o  f i l e  a compla in t  w i t h  t h e  agency t h a t  

has j u r i s d i c t i o n  over t h a t  p a r t i c u l a r  t y p e  o f  behavior  
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ask ing  -- p e t i t i o n i n g  t h a t  agency t o  i s s u e  a remedy. 

CHAIRMAN JACOBS: On t h e  p r i o r  page, 3738, 

Sec t ion  3.2.3, t h a t  says t h a t  we can g e t  market 

performance r e p o r t s  and recommendations i f  a p p r o p r i a t e  

o r  requ i red .  DO you agree w i t h  t h a t ?  

WITNESS NAEVE: T h a t ' s  C o r r e c t .  

CHAIRMAN JACOBS: And then  i n  t h e  l a s t  

sentence t h e r e ,  i t  says t h a t  t h e  market mon i to r  w i l l  

be o b l i g a t e d  t o  f i l e  r e p o r t s  requested by t h e  

Commission o r  t h e  F l o r i d a  PSC. 

WITNESS NAEVE: T h a t ' s  r i g h t .  

CHAIRMAN JACOBS: Was t h a t  i n tended  t o  

i n c l u d e  t h e  i n f o r m a t i o n  here t h a t ' s  i n  t h e  o t h e r  

s e c t i o n ,  3.4.5, so t h a t  -- cou ld  we -- m y  ques t i on  

then i s :  c o u l d  we request  a copy o f  any r e p o r t s  on 

market abuse o r  market moni t o r i  ng a c t i v i t y  a t  a1 1 

pursuant t o  3.4.5 under t h e  a u t h o r i z a t i o n  here i n  t h i s  

p r i o r  paragraph? 

WITNESS NAEVE: I would expect  YOU cou ld .  

C e r t a i n l y  compla in ts  f i l e d  a t  FERC a r e  p u b l i c  

compla in ts .  The o n l y  caveat -- and I'm n o t  aware o f  

where t h i s  migh t  a r i s e ,  b u t  t h e r e  c o u l d  be 

circumstances i n  which i f  you f i l e  a compla in t ,  f o r  

example, sometimes compl a i  n t s  f i  1 ed w i t h  t h e  

Department o f  J u s t i c e  a re  c o n f i d e n t i a l ,  and I ' m  n o t  
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sure  they  would n e c e s s a r i l y  make those a v a i l a b l e  t o  

everybody i f  they  were  t o  do t h a t .  But  as a general  

r u l e ,  you would have access c e r t a i n l y  t o  any FERC 

compla in t  t hey  would f i l e .  I t  would be a p u b l i c l y  

f i 1 ed compl a i  n t  . 
CHAIRMAN JACOBS: And h e r e ' s  -- r a t h e r  than  

go ing  so much through t h e  t e c h n i c a l  d e t a i l s ,  h e r e ' s  

k i n d  o f  how m y  v i e w  o f  t h e  w o r l d  i s  i f  a t ransco  o r  a 

G r i d F l o r i d a  were  t o  e x i s t .  T h i s  would p robab ly  come 

up i n  m y  mind when somebody comes t o  us when we ' re  

l o o k i n g  a t  t h e  pos ture  o f  -- because u l t i m a t e l y  I 

t h i n k  t h a t ' s  what w e ' l l  be l o o k i n g  a t .  we ' re  l o o k i n g  

a t  how r e t a i l  r a t e s  o r  r e t a i l  ra tepayers  should be 

l o o k i n g  a t  t h e  recovery o f  t ransmiss ion  cos ts .  

And i n  m y  mind, a l i k e l y  scenar io  w i l l  be 

t h a t  somebody w i l l  come i n  and say t h a t  t h e r e  was some 

i m p e r f e c t i o n  i n t h e  t ransmi  s s i  on marketplace a t  t h e  

t i m e  t h i s  t r a n s a c t i o n  occurred,  and you should rev iew 

whether o r  n o t  those cos ts  a re  prudent .  Then we have 

t o  f i g u r e  o u t  how t o  i n v e s t i g a t e  t h a t  when we ' re  

t a l k i n g  about recovery a t  t h e  r e t a i l  s i de .  And m y  

thought  i s  t h a t  t he  o n l y  w a y  we ' re  go ing  t o  be a b l e  t o  

do t h a t  i s  t o  go back and assess i n f o r m a t i o n  o f  t h i s  

i l k  o r  t h i s  c a l i b e r .  And so what I -- 

WITNESS NAEVE: I t h i n k  you can g e t  t h a t  
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i n fo rma t ion  through Sec t ion  3 . 2 . 3 .  

CHAIRMAN JACOBS: okay. 

WITNESS NAEVE: O r  -- yes, 3 . 2 . 3 .  

CHAIRMAN JACOBS: Now, then  t h a t  goes t o  -- 

and I g o t  o f f  on t h i s  whole tangent  f rom some o f  t h e  

ques t ions  t h a t  Commi ss ione r  Pal eck i  had r a i  sed. I n  

t h e  teno r  o f  r e a l l y  f a c i l i t a t i n g  a more a c t i v e ,  o r  I 

should say a more e f f i c i e n t  -- l e t  me p u t  i t  t h a t  way, 

a more e f f i c i e n t  i n t e r a c t i o n  and o p e r a t i o n  w i t h  

G r i d F l o r i d a ,  i t  would occur t o  me t h a t  as much 

preemptive work i n  t h i s  k i n d  o f  a r o l e  would be u s e f u l  

as p o s s i b l e .  

I n  o t h e r  words, we d o n ' t  want t o  have t o  go 

back and deny cos ts .  We d o n ' t  want t o  be i n  t h a t  

r o l e .  I n  t h a t  k i n d  o f  a scenar io ,  i n  m y  mind, i t  

would be counterproduc t ive  and probab ly  h u r t f u l  t o  t h e  

companies. 

How would we, how cou ld  we work t o  ensure 

t h a t  we cou ld  do i t  i n  a p lann ing  process o r  i n  a 

preemptive process more so than an ex p o s t  f a c t o  k i n d  

of review process? Any thoughts on t h a t ?  

WITNESS NAEVE: W e l l ,  I have one 

suggest ion.  AS I mentioned e a r l i e r ,  t h e  market 

mon i to rs  t y p i c a l l y  have two responsi b i  1 i ti es, and one 

r e s p o n s i b i l i t y  i s  mon i to r i ng ,  as one would expect  w i t h  
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t h a t  name, market mon i to r .  They ga the r  da ta ,  t hey  do 

s t u d i e s ,  they  eva lua te  whether t h e  market i s  

f u n c t i o n i n g  w e l l ,  and i f  i t ' s  n o t  f u n c t i o n i n g  w e l l ,  

why i s n ' t  i t  f u n c t i o n i n g  w e l l ,  and so f o r t h .  

And w i t h  respec t  t o  t h a t  f u n c t i o n ,  t hey  

have an o b l i g a t i o n  i n  t h e i r  t a r i f f  t o  prepare f o r  you 

any r e p o r t s  you migh t  request ,  which, i n  e f f e c t ,  says 

you have access t o  t h e i r  s t a f f  t o  do s t u d i e s  f o r  you, 

t o  do a n a l y s i s  f o r  you. I n  some ways, t h e y ' r e  almost 

an ex tens ion  o f  your s t a f f .  They ' re  go ing  t o  be 

p repar ing  s t u d i e s  and a n a l y s i s  f o r  you. I f  you chose 

t o ,  you cou ld  develop an i n t e r n a l  s t a f f  as w e l l  w i t h  

t h i  s f u n c t i o n .  But t h e y '  r e  moni t o r i  ng t h e  who1 esa l  e 

markets.  

The second r e s p o n s i b i l i t y  t h e y  have, o r  a t  

l e a s t  t hey  have t h e  a b i l i t y  t o  a c q u i r e ,  t h e y  can ask 

FERC t o  de legate t o  them FERC'S  a u t h o r i t y  t o  r e g u l a t e  

wholesale markets. And FERC i s  p r o p e r l y  r e l u c t a n t  t o  

de legate  i t s  a u t h o r i t y  t o  o t h e r  p a r t i e s ,  b u t  i n  t h e  

case o f  each o f  t h e  ISOS today, t h e y  have delegated t o  

them under v e r y  de f i ned  circumstances t h e  a b i l i t y  t o  

m i t i g a t e  market power, t o  m i t i g a t e  b i d s  t o  s e l l  

e l e c t r i c i t y  and so f o r t h .  

And I ' m  q u i t e  c o n f i d e n t  t h a t  t h i s  market 

mon i to r  w i l l  ask o f  FERC t o  g i v e  i t  s i m i l a r  powers so 
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t h a t  when i t  determines t h a t  a p a r t i c u l a r  genera tor  

l o c a t e d  i n ,  l e t ' s  say, a l o a d  pocket ,  o r  a genera tor  

1 ocated i n a s i t u a t i o n  where because o f  t ransmi  s s i  on 

c o n s t r a i n t s  i n  a g i ven  hour,  i t  may have t h e  a u t h o r i t y  

o r  t h e  market power, t h e  a b i l i t y  t o  charge excess ive 

p r i c e s .  And i n  those circumstances, t h e y  w i l l  ask f o r  

t h e  a u t h o r i t y  t o  m i t i g a t e  those p r i c e s .  That  i s  a -- 

you know, a spec ia l  d e l e g a t i o n  o f  power t o  them. 

I t h i n k  by v i r t u e  o f  your  work ing  c l o s e l y  

w i t h  t h e  market mon i to r  on t h e  f i r s t  h a l f  o f  t h e i r  

responsi  b i  1 i ti es, t h a t  i s , g a t h e r i  ng i n f o r m a t i  on , 
l e a r n i n g  about t h e  market, knowing when t h i n g s  a r e  

go ing  wrong and when t h i n g s  a r e  go ing  w e l l  , you would 

be i n  a p o s i t i o n  t o  a l s o  work w i t h  them and b r i n g  t o  

t h e i  r a t t e n t i o n  s i t u a t i o n s  where t h i n g s  do n o t  appear 

t o  be going w e l l  and ask them t o  use t h e i  r remedial  

power under those circumstances t o  t r y  t o  m i t i g a t e  

p r i c e s  so t h a t  you d o n ' t  have a circumstance where 

a f t e r  t h e  f a c t  y o u ' r e  l o o k i n g  a t  p r i c e s  t h a t  were t o o  

h i g h ,  and a t  t h a t  stage you have a d i f f i c u l t  ques t i on  

o f  what do you do w i t h  those p r i c e s  t h a t  a r e  t o o  

h i g h .  

T h i s  f r a n k l y  i s  k i n d  o f  t h e  t r e n d  i n  

genera l .  I t h i n k  FERC -- one o f  t h e  reasons FERC 

wants RTOs i s  because t h e y  would l i k e  t o  have i n  p lace  
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i n s t i t u t i o n s  l i k e  t h i s  t h a t  can be o n - s i t e  i n  t h e  

r e g i o n  and mon i to r  t h e  markets r e a l - t i m e  and have some 

r e a l - t i m e  a b i l i t y  t o  i n t e r v e n e  i n  t h e  market when they  

d e t e c t  problems. 

CHAIRMAN JACOBS: Thank YOU. 

COMMISSIONER PALECKI :  Have YOU e v e r  

considered ass ign ing  t h e  r o l e  o f  market mon i to r  t o  

t h i s  Commission, and i f  n o t ,  why no t?  

WITNESS NAEVE: We a c t u a l l y  d i d  cons ider  

t h a t .  I t  was proposed i n  t h e  s takeho lder  process, I 

t h i n k ,  i n  f a c t ,  by t h e  Commission s t a f f ,  and we 

thought  about i t . we f r a n k l y  d i d n ' t  t h i n k  FERC would 

approve i t  i s  why we d i d  n o t  do i t .  A t  t h e  t i m e  t h a t  

we were  go ing through t h e  s takeho lder  process, FERC 

issued an o rde r  i n  t h e  C a l i f o r n i a  case. C a l i f o r n i a  

had a requirement t h a t  a l l  t h e  board members o f  t h e  

RTO be C a l i f o r n i a  res iden ts ,  and FERC s t r u c k  t h a t  down 

say ing t h i s  i s  an i n t e r s t a t e  f u n c t i o n ,  and you cannot 

de legate t o  t h e  r e s i d e n t s  o r  t h e  i n s t i t u t i o n s  o f  a 

s i n g l e  s t a t e  t h i s  r e s p o n s i b i l i t y .  And we f e l t  t h a t  

t h e  resu t o f  t h a t  case was such t h a t  i f  we had 

proposed t h a t ,  we wou ldn ' t  g e t  i t  accepted. 

COMMISSIONER PALECKI:  Thank you. 

COMMISSIONER DEASON: Excuse me. T h a t ' s  

i n t e r e s t i n g ,  b u t  I d o n ' t  t h i n k  t h e r e ' s  any requirement 
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t h a t  members o f  t h i s  Commission be F l o r i d a  r e s i d e n t s .  

I t h i n k  we a l l  a re ,  b u t  w e ' r e  s e l e c t e d  because o f  

e x p e r t i s e  w i t h i n  r e l a t e d  f i e l d s ,  n o t  because o f  our  

res idency.  HOW does t h a t  r e l a t e  t o  t h a t ?  I mean, I 

d o n ' t  understand why t h a t  was t h e  d e c i s i o n  t o  exc lude 

-- ~ ' m  n o t  say ing  t h a t  we should f i l l  t h a t  r o l e .  I 

j u s t  d o n ' t  understand t h e  nexus between t h a t  r u l i n g  

and why t h i s  agency was excluded f rom c o n s i d e r a t i o n .  

WITNESS NAEVE: I t h i n k  f o r  t h e  same reason 

t h a t  t h e  Commission excluded a requ i  rement t h a t  a l l  

r e s i d e n t s  be -- I ' m  s o r r y ,  t h a t  a l l  board members be 

tal i f o r n i  a r e s i  dents,  we f e l t  t h e y  would a1 so have 

excluded a requ i  rement t h a t  a l l  market mon i to r  board 

members be F l o r i d a  Commissioners. Yet i n  each case 

t h e y  s a i d  t h a t  -- i n  each case, i t  would be an 

i n t e r s t a t e  f u n c t i o n  f rom t h e i  r pe rspec t i ve ,  b e i  ng 

d i  r e c t e d  t o ,  you know, a s t a t e - d r i v e n  c o n t r o l .  

COMMISSIONER DEASON: Okay. 

BY MR. KEATING: 

Q AS a r e s u l t  o f  t h e  c o l l a b o r a t i v e  process, 

what i s  each o f  t h e  p a n e l i s t s '  understanding o f  

whether t h i s  Commission would have any d i r e c t  

j u r i s d i c t i o n  over G r i  d F l o r i  da? 

MR. CHILDS:  I t h i n k  t h a t  c a l l s  f o r  a l e g a l  

v iew which i s  n o t  o n l y  beyond t h e  scope o f  t h e  panel ,  
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b u t  c a l l s  f o r  a l e g a l  v iew,  and I would o b j e c t .  

MR. KEATING: I guess what I ' m  t r y i n g  t o  

g e t  a f e e l  f o r  i s ,  t o  f o l l o w  a long t h e  l i n e s  o f  t h e  

cha i  rman ' s q u e s t i  ons , cou l  d t h e  commi s s i  on demand and 

rece ive  i n f o r m a t i o n  f rom G r i d F l o r i d a  o r  f rom t h e  

m a r k e t  mon i to r  under i t s  g r i d  b i l l  a u t h o r i t y .  And I 

r e a l i z e  t h a t  i t ' s  e s s e n t i a l l y  a l e g a l  ques t i on ,  and m y  

ques t i on  i s  s imp ly  t r y i n g  t o  ask what t h e  p a r t i e s '  

understanding o f  t h a t  a u t h o r i t y  migh t  be as t h e y  

p a r t i c i p a t e d  i n  t h e  c o l l a b o r a t i v e  process t o  reach t h e  

r e s u l t  t h a t  t hey  d i d .  

CHAIRMAN JACOBS: There were two p o i n t s  

t h a t  I considered t h a t  we may want t o  have b r i e f e d ,  if 

t h e y ' r e  n o t  a l ready  going t o  be b r i e f e d .  one was -- 

and we may n o t  need i t ,  because I t h i n k  t h e r e  was 

p r e t t y  s u f f i c i e n t  tes t imony g iven a f t e r  I thought  

about i t  i n i t i a l l y ,  b u t  how t h e  Federal Power A c t  

au tho r i zes  o r  g i ves  FERC a u t h o r i t y  t o  mandate 

companies t o  p a r t i c i p a t e  i n  o r  comply w i t h  Order 

2000. And then t h e  o t h e r  was t h a t  i s s u e ,  was t h i s  

i ssue ,  and I ' m  t h i n k i n g  we may j u s t  want t o  have t h a t  

done. 

And i f  you would, do t h i s .  L e t ' s  d r a f t  up 

-- l e t  me g e t  w i t h  you and d r a f t  up t h e  word ing on 

those so t h e y ' r e  c l e a r e r  f o r  p a r t i e s ,  and then  w e ' l l  
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announce what those i ssues  w i l l  be so t h a t  y o u ' l l  have 

a c l e a r  understanding what they  w i l l  be, and then  we 

can g e t  around t h i s  problem. 

BY MR. KEATING: 

Q I'll go on. E a r l i e r  we were d i scuss ing  t h e  

d i f f e r e n c e s  i n  t h e  p lann ing  process under G r i d F l o r i d a  

versus how i t ' s  c u r r e n t l y  be ing  done. Do you b e l i e v e  

t h a t  t h e  p lann ing  process cou ld  be accomplished any 

more o r  l e s s  e f f e c t i v e l y  under a t ransco  s t r u c t u r e  

t h a t  G r i d F l o r i d a  has proposed as opposed t o  a 

n o t - f o r - p r o f i  t RTO? 

MR. CHILDS:  I ' m  s o r r y .  would you p lease 

repeat  t h a t ?  

BY MR. KEATING: 

Q Does t h e  panel b e l i e v e  t h a t  t h e  p lann ing  

process cou ld  be accomplished any more o r  l e s s  

e f f e c t i v e l y  under G r i d F l o r i d a  as compared t o  how i t ' s  

cu r  r e n t 1  y b e i  ng hand1 ed? 

A (By M r .  Naeve) I t h i n k  -- your  f i r s t  

ques t i on  I thought  went t o  comparing a f o r - p r o f i t  

t r ansco  as opposed t o  comparing -- as opposed t o  a 

n o t - f o r - p r o f i t  ISO. IS t h a t  t h e  ques t i on ,  o r  i s  t h e  

ques t i on  compared t o  today? 

Q I ' m  s o r r y .  you ' re  c o r r e c t .  I miss ta ted  i t  

t h e  second t ime .  The comparison i s  a n o t - f o r - p r o f i t  
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RTO versus a t ransco  l i k e  G r i d F l o r i d a .  

A L e t  me make a gener i c  s ta tement ,  and then I 

t h i n k  Henry can speak t o  t h e  s p e c i f i c s .  As a gener i c  

m a t t e r ,  we f e l t  t h a t  t h e r e  a re  severa l  advantages t o  a 

t ransco .  one advantage, o f  course, I p r e v i o u s l y  

discussed, and t h a t  i s  c r e a t i n g  an a l ignment  between 

t h e  ownership o f  assets  and t h e  r e s p o n s i b i l i t y  f o r  

m a i n t a i n i n g  and o p e r a t i n g  those assets .  w i t h  an I S 0  

you d o n ' t  have t h a t ;  w i t h  a t ransco  you do. 

A second advantage i s  -- I ' m  go ing  t o  

ment ion t h e  second, and then  1'11 g e t  t o  t h e  p lann ing  

i s s u e .  A second one i s  c r e a t i n g  an a l ignment  between 

t h e  o b l i g a t i o n  -- o r  between investment  o f  c a p i t a l  and 

e s t a b l i s h i n g  r a t e s  t o  recover t h a t  c a p i t a l .  And 

again,  w i t h  an ISO you d o n ' t  have t h a t ,  and w i t h  a 

t ransco  you do. 

And then a t h i r d  advantage goes t o  t h e  

p lann ing  area, and t h a t  i s ,  we t h i n k  t h e r e  should be 

an a l ignment  between p lann ing  f o r  expansion and t h e  

o b l i g a t i o n  t o  i n v e s t  c a p i t a l  t o  f i n a n c e  t h a t  

expansion. S o  f o r  t h a t  reason, we f e e l  where an IS0 

i s  runn ing  t h e  p lann ing  process and i t  has no 

o b l i g a t i o n  t o  i n v e s t  i t s  c a p i t a l  i n  t h e  p lans ,  t h a t  an 

impor tan t  connect ion i s  m i  s s i  ng. 

Henry, do you want t o  speak more 
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s p e c i f i c a l l y  t o  t h e  p lanning? 

A (By M r .  southwick) NO, n o t  r e a l l y .  

Number one, I learned  d u r i n g  t h e  break t h a t  m y  o t h e r  

mike d i d n ' t  work, so I apo log ize  f o r  t h a t .  

NO, I t h i n k  t h e  gener i c  answer i s  t h e  r i g h t  

answer. AS f a r  as t h e  a c t u a l  process, i t  c o u l d  be s e t  

up under e i t h e r  o r g a n i z a t i o n .  

COMMISSIONER JABER: M r .  Naeve, t hen  how 

about t h e  second ques t i on  t h a t  M r .  Kea t ing  asked? 

Since one o f  t h e  founda t ion  r u l i n g s  we need t o  make 

r e l a t e s  t o  whether any RTO should be formed, how would 

p lann ing  be improved by any RTO? 

A (BY M r .  Naeve) w e l l  , l e t  me g i v e  a gener i c  

answer, b u t  again,  I should l e t  t h e  p l a n n i n g  exper t s  

speak t o  t h i s .  on a gener i c  b a s i s ,  t o  t h e  e x t e n t  t h a t  

you have a s i n g l e  e n t i t y  e v a l u a t i n g  expansion p lans  

and t h e y ' r e  l o o k i n g  a t  i t  on a s ta tew ide  b a s i s  as 

opposed t o  an i n d i v i d u a l  u t i l i t y  b a s i s ,  one would hope 

t h a t  t h e r e  would be some economies t h e r e  l o o k i n g  a t  

which, because expansions i n  one system have an e f f e c t  

on another system. And i f  you l o o k  a t  t h a t  on an 

i n t e g r a t e d  b a s i s ,  one would expect t h e r e  would be some 

economies the re .  

COMMISSIONER JABER: And i s  t h a t  a l s o  -- 

a r e  those e f f i c i e n c i e s  r e a l i z e d  regard1 ess o f  whether 
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t h e  m u n i c i p a l i t i e s  and t h e  co-ops become p a r t  o f  t h e  

RTO? 

WITNESS RAMON: Yes. NO m a t t e r  where t h e  

generators  a re  l o c a t e d  o r  who t h e y  belong t o ,  t hey  

impact  t h e  e n t i r e  g r i d .  

The o t h e r  p o i n t  I wanted t o  make, i f  you 

l o o k  on page 4 1  o f  our tes t imony,  t h e r e ' s  a t a b l e  o f  

n o n - u t i l i t y  generat ion.  o f  course, t h a t ' s  i n  t h e  

O A S I S  queues and w i l l  n o t  a l l  be b u i l t ,  b u t  each o f  us 

r i g h t  now a re  under Order 888. we have separate 

p r o  forma t a r i f f s ,  and i n  s t r i c t  adherence t o  t h e  

p r o  forma t a r i f f s ,  those generators  would have t o  go 

t o  each of us separa te ly ,  because each genera tor  

i n te rconnec ted  t o  any one o f  our  systems impacts t h e  

o t h e r  two systems. And so t h e r e  a r e  some r e a l  

i n e f f i c i e n c i e s  t h e r e ,  and we t r y  t o  work through t h a t  

today through a coord inated approach. But an RTO 

would be a l o t  c leaner  s i n g l e - s t o p  shopping f o r  t h a t .  

COMMISSIONER JABER: L e t ' s  say t h e  

m u n i c i p a l i t i e s  and t h e  co-ops do n o t  j o i n  

G r i d F l o r i d a .  How i s  i t  you env is ioned G r i d F l o r i d a  

would communi ca te  and coord i  na te  w i t h  t h e  

m u n i c i p a l i t i e s  and t h e  co-ops? Had you reached t h a t  

p o i n t  y e t ?  

WITNESS RAMON: whether t h e y  -- l e t ' s  say 
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t h e y  d o n ' t  j o i n .  Thei r l o a d  and t h e i  r genera t i on  i s  

embedded i n  each o f  our  t ransmiss ion  systems, and so 

t h e y  have t o  come t o  t h e  RTO t o  g e t  s e r v i c e  t o  those 

p o i n t s  o f  d e l i v e r y  and have those genera tors  

i n te rconnec ted  and s t u d i e d  p r o p e r l y  and those s o r t  of 

t h i n g s .  So  whether t h e i r  t ransmiss ion  i s  i n  o r  o u t  

doesn ' t  mean t h a t  t h e y ' r e  n o t  coming and p a r t i c i p a t i n g  

i n t h e  p l  anni ng process p a r t i  c u l  a r l y  . 
BY MR. KEATING: 

Q That leads  me t o  another  ques t i on .  what 

percentage o f  t h e  t o t a l  t ransmiss ion  system i n  t h e  

S t a t e  o f  F l o r i d a ,  n o t  j u s t  pen insu la r  F l o r i d a ,  would 

be under G r i d F l o r i d a ' s  c o n t r o l ?  

A (BY M r .  southwick) I d o n ' t  b e l i e v e  we have 

t h a t  i n f o r m a t i o n  on hand. 

COMMISSIONER JABER: You d o n ' t  know what 

your  c o l l e c t i v e  c o n t r i b u t i o n  w i l l  be t o  G r i d F l o r i d a ?  

You know t h a t ;  r i g h t ?  

BY MR. KEATING:  

Q w e l l ,  maybe i f  I rephrase t h e  q u e s t i o n  i n  

terms o f  t h e  t o t a l  percentage o f  pen insu la r  F l o r i d a  

r a t h e r  than t h e  e n t i r e  s t a t e .  Does t h a t  he lp?  

A (By M r .  Southwick) W e l l ,  t o  g i v e  an exac t  

answer, I c o u l d n ' t  do t h a t .  I mean, t h e  t h r e e  

u t i l i t i e s  c o l l e c t i v e l y  a re  t h e  v a s t  m a j o r i t y  o f  t h e  
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t r ansmiss ion  i n  t h e  pen insu la ,  b u t  e x a c t l y  a 

percentage I d o n ' t  know. But  we ' re  c l e a r l y  t h e  v a s t  

m a j o r i t y .  

Q Can any o f  t h e  p a n e l i s t s  p rov ide  perhaps an 

es t ima te  o f  t h a t  percentage? 

A (BY M r .  Ramon) we may have t o  f o l l o w  up 

w i t h  you. The p r i c i n g  groups i n  t h e  pas t  when we were 

l o o k i n g  a t  t h e  r a t e  s t r u c t u r e  f o r  G r i d F l o r i d a  had 

compi led,  I b e l i e v e ,  some o f  t h a t  i n f o r m a t i o n  i f  you 

want an exact  f i g u r e  on t h a t .  

Q IS t h a t  something t h a t  cou ld  be prov ided as 

a 1 a t e - f i  1 ed hear i  ng exhi  b i t ?  

A Yes. 

CHAIRMAN JACOBS: DO YOU want t o  mark t h a t  

as a l a t e - f i l e d ?  

MR. KEATING: Yes. I b e l i e v e  t h a t  would 

be -- a re  we on E x h i b i t  8? 

CHAIRMAN JACOBS: Yes. 

MR. KEATING: Okay. And t h a t  would be 

percentage o f  t o t a l  t ransmi  s s i  on system i n peni  nsu l  ar  

F l o r i d a  t h a t  would be under G r i d F l o r i d a ' s  c o n t r o l ,  

under i t s  ope ra t i ona l  c o n t r o l .  

WITNESS NAEVE: We have t o  ask you a t  l e a s t  

one ques t ion .  YOU mean i f  o n l y  t h e  t h r e e  IOUS j o i n e d  

G r i d F l o r i d a ?  I mean, i t  cou ld  be 100 percent  i f  
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eve rybody j o i  ned . 
MR. KEATING: Based on t h e  t h r e e  c u r r e n t  

p a r t i c i p a n t s  i n  G r i d F l o r i d a .  

WITNESS RAMON: cochran, I would l i k e  t o  

c l a r i f y  one t h i n g ,  though. I n  terms o f  sho r t - t e rm 

r e l i a b i l i t y ,  FRCC w i l l  be c o n t r a c t i n g  w i t h  G r i d F l o r i d a  

t o  per form t h e  s e c u r i t y  c o o r d i n a t i o n  f u n c t i o n ,  and 

t h a t  s e c u r i t y  c o o r d i n a t i o n  has a u t h o r i t y  over  a l l  o f  

t h e  b u l k  system i n  pen insu la r  F l o r i d a ,  a l l  f a c i l i t i e s ,  

f o r  shor t - te rm r e l i a b i l i t y .  But i n  terms o f  g e t t i n g  

t ransmiss ion  s e r v i c e ,  e t  ce te ra ,  you know, a t  t h i s  

moment i n  t i m e  i t ' s  j u s t  t h e  t h r e e  u t i l i t i e s  t h a t  

would be p u t t i n g  i n  t h e i r  assets  e i t h e r  by d i v e s t i n g  

o r  t r a n s f e r r i n g  c o n t r o l .  But i n  terms o f  ope ra t i ons ,  

G r i d F l o r i d a  w i l l  be o p e r a t i n g  t h e  e n t i r e  f a c i l i t i e s  o f  

pen insu la r  F l o r i d a .  

COMMISSIONER JABER: M r .  Ramon, l e t  me t e l l  

you why I would be i n t e r e s t e d  i n  t h i s  e x h i b i t  so  t h a t  

t o  t h e  degree you cou ld  i n c o r p o r a t e  a response t o  my 

ques t i on  i n  t h i s  e x h i b i t ,  you can. 

Yesterday cha i  rman Hoecker acknowledged 

t h a t  t o  achieve t h e  b e n e f i t s  t h a t  you a l l  have 

a r t i c u l a t e d  i n  your test imony,  t h e  f o u r  p r imary  

b e n e f i t s  rega rd i  ng p l a n n i  ng and o p e r a t i o n  e f f i c i e n c i e s  

and e v e n t u a l l y  lower  p r i c e s  t o  t h e  end user ,  t h a t  
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maximum p a r t i c i p a t i o n  i n  any RTO i s  c r i t i c a l .  And he 

s a i d  from a n a t i o n a l  pe rspec t i ve  he has heard,  you 

know, 67 percent  p a r t i c i p a t i o n  i n  an RTO migh t  be 

adequate, b u t  he d i d n ' t  know what F l o r i d a  would need. 

SO what I would be l o o k i n g  t o  t r y  t o  a t t a i n  

f rom an e x h i b i t  l i k e  t h i s  would be c u r r e n t l y  what 

percentage o f  t ransmiss ion  f a c i  1 i ti es w i  11 be 

ded ica ted  t o  t h i s  RTO. 

WITNESS RAMON: okay. I understand. 

CHAIRMAN JACOBS: On bo th  t i e r s ,  because 

one i s  ownership and t h e  o t h e r  i s  o p e r a t i o n ;  

c o r r e c t ?  You want i t  on bo th  t i e r s ,  n o t  j u s t  what 

they  own, b u t  what they  operate.  

COMMISSIONER JABER: We l l ,  l e t ' s  ask t h e  

p a n e l i s t s .  I d o n ' t  t h i n k  you need t h a t ,  b u t  c o r r e c t  

us i f  we ' re  wrong. I t h i n k  what I ' m  l o o k i n g  f o r  i s  

how much p a r t i c i p a t i o n  w i l l  be i n  t h e  RTO t o  

e f f e c t i v e l y  ensure a t r u e  c o m p e t i t i v e  market,  and I 

d o n ' t  know t h a t  t h a t  needs a separa t i on  between 

ownership and c o n t r o l .  

WITNESS NAEVE: L e t  me j u s t  add one t h i n g .  

We w i l l  g i v e  you t h e  i n f o r m a t i o n  p e r t a i n i n g  t o  these 

t h r e e  companies. we c a n ' t  g i v e  you t h e  i n f o r m a t i o n  

w i t h  respec t  t o  o t h e r  p a r t i e s  t h a t  may v e r y  w e l l  

p a r t i  c i  pa te ,  b u t  t hey  haven ' t commi t t e d  y e t .  And 
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q u i t e  f r a n k l y ,  as I s t a t e d  yesterday,  i t ' s  i n  t h e i r  

i n t e r e s t  t o  n o t  commit r i g h t  now, because t h e y  s t i l l  

want t o  barga in  f o r  more b e n e f i t s  t o  p a r t i c i p a t e .  But 

I p e r s o n a l l y  t h i n k  t h e r e  w i l l  be o t h e r  p a r t i c i p a n t s .  

I t h i n k  i t ' s  t o  t h e i r  economic i n t e r e s t  t o  

p a r t i c i p a t e ,  b u t  I a l s o  t h i n k  i t ' s  n o t  i n  t h e i r  

i n t e r e s t  t o  dec la re  t h a t  r i g h t  now, so t h e y  h a v e n ' t .  

COMMISSIONER JABER: w e l l ,  do t h e  b e s t  you 

can. But cand id l y ,  l e t  me t e l l  you, i f  we go down 

t h i s  road o f  c r e a t i n g  an RTO f o r  F l o r i d a ,  I want t o  

make sure t h a t  some s o r t  o f  change i n  t h e  t ransmiss ion  

f a c i l i t i e s  i n  t h e  s t a t e  have a p o s i t i v e  e f f e c t  a t  t h e  

t a i l  end o f  t h e  fo rma t ion  and implementat ion.  YOU 

know, i f  i t ' s  n o t  go ing  t o  be a t r u e  c o m p e t i t i v e  

market because you o n l y  have 5 0  percent  o f  t h e  

t ransmiss ion  p a r t i c i p a t i n g  i n  t h i s ,  we1 1 , why do i t? 

WITNESS NAEVE: I would j u s t  add a co i p l e  

o t h e r  thoughts.  One i s ,  i n  dec id ing  what i n c e n t i v e s  

you o f f e r  t o  b r i n g  those o t h e r  p a r t i e s  i n t o  t h e  

system, t h e r e ' s  a t r a d e o f f  between t h e  cos ts  t h a t  you 

i n c u r  f o r  p r o v i d i n g  those i n c e n t i v e s  and t h e  

a d d i t i o n a l  b e n e f i t  you g e t  f rom adding those 

f a c i l i t i e s .  

And sometimes those f a c i  1 i ti es a r e  

impor tan t  t o  who1 esa le  t ransmi ss ion  s e r v i c e ,  and 

~ 
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sometimes t h e y '  r e  much 1 ess impor tan t  t o  whol esa l  e 

t ransmiss ion  se rv i ce .  SO i t ' s  n o t  j u s t  a q u e s t i o n  o f  

t o t a l  d o l l a r  va lue  o f  f a c i l i t i e s ,  b u t  where t h e y ' r e  

l o c a t e d ,  and how c r i t i c a l  t h e y  a re ,  and whether they  

r e a l l y  a re  necessary f o r  wholesale s e r v i c e  o r  n o t  

necessary f o r  whol esa l  e s e r v i  ce. 

SO t h e r e ' s  a c o s t  t r a d e o f f .  You c o u l d  g e t  

them a l l  i n  i f  you were  w i l l i n g  t o  p u t  enough money on 

t h e  t a b l e  t o  p u t  them i n ,  b u t  you may have p u t  so much 

money on t h e  t a b l e  t h a t  you l o s e  a l l  your  b e n e f i t s .  

CHAIRMAN JACOBS: I S  t h e r e  a l s o  a -- I g o t  

t h e  impress ion t h a t  t h e r e  was some a d d i t i v e  e f f i c i e n c y  

t o  t h e  market design t o  add more o f  these f a c i l i t i e s .  

IS t h a t  -- was t h a t  a p a r t  o f  t h e  a n a l y s i s  t h a t  t h e  

Chairman gave t o  t h i s ?  To t h e  e x t e n t  t h a t  you have 33  

percent  o u t s i d e  o f  t h e  scope o f  t h e  des ign o f  t h e  

market, you l o s e  some l e v e l  o f  e f f i c i e n c y  f o r  t h e  

market; i s  t h a t  an accurate statement? 

WITNESS RAMON: w e l l ,  keep i n  mind, you 

want -- f o r  a compe t i t i ve  market, you want as many 

buyers and s e l l e r s  t o  reach each o t h e r .  

And I know what Commissioner Jaber wants, 

and I b e l i e v e  we can ge t  t h e  t o t a l  t ransmiss ion  i n  

F l o r i d a  and what percentage t h e  I O U  u t i  1 i ti es 

represent  o f  t h a t .  ~ ' m  s o r r y  we d o n ' t  have t h e  exact 

~ _ _ _  ~~ 
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number, b u t  i t ' s  l a r g e .  I t ' s  much more than  5 0  

pe rcen t ,  and most, i f  n o t  a l l ,  o f  t h e  market i s  i n  t h e  

t h r e e  u t i l i t i e s '  systems, predominant ly  i n  Power & 

L i g h t  and Power Corp. 

CHAIRMAN JACOBS: okay. SO w e ' l l  mark t h i s  

as E x h i b i t  8,  l a t e - f i l e d .  I t  w i l l  be G r i d F l o r i d a  

t ransmiss ion  opera t i on  and c o n t r o l  i n  pen insu la r  

F l  o r i  da. 

(La te -F i l ed  E x h i b i t  8 i d e n t i f i e d . )  

CHAIRMAN JACOBS: YOU may proceed, s t a f f .  

COMMISSIONER DEASON: w e l l ,  l e t  me ask a 

f o l l o w - u p  ques t ion .  I f  an e n t i t y  has t ransmiss ion  and 

chooses n o t  t o  j o i n  t h e  RTO, f o r  sho r t - t e rm 

r e l i a b i l i t y ,  t h a t  doesn ' t  ma t te r .  I understand t h a t .  

But i f  t h e r e ' s  an e n t i t y  t h a t  has a 

p a r t i c u l a r  t ransmiss ion  f a c i l i t y  t h a t ,  f o r  example, a 

generator  wants t o  u t i l i z e  t o  s i g n  a p a r t i c u l a r  o r  

make a c e r t a i n  t r a n s a c t i o n  w i t h  another  e n t i t y ,  t hen  

i t  i s  incumbent upon t h a t  p a r t i c u l a r  generator  t o  go 

t o  t h a t  t ransmiss ion  owner and coo rd ina te  w i t h  them 

o u t s i d e  o f  t h e  purview o f  t h e  RTO, o r  how would t h a t  

happen? 

WITNESS RAMON: w e l l ,  t h e r e ' s  where YOU 

would g e t  i n t o  some i n e f f i c i e n c i e s .  I f  t h e r e ' s  a 

l a r g e  amount o f  genera t ion  t h a t ' s  go ing  t o  be 
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i n te rconnec ted  t o  t ransmiss ion  p r o v i d e r s  who a r e  n o t  a 

p a r t  o f  G r i d F l o r i d a ,  t hen  y o u ' r e  d e a l i n g  w i t h  pancaked 

r a t e s  and those s o r t s  o f  t h i n g s .  But  I would t h i n k  i n  

t h e  peni  nsu l  ar  F l  o r i  da s i t u a t i o n  t h a t  t h e  predomi nance 

o f  even mun ic ipa l  and co-op genera t i on  would be added. 

But  s t i l l  t h e  l o c a t i o n  o f  those s i t e s ,  t h e i  r p o i n t s  o f  

d e l i v e r y  and p o i n t s  o f  where t h e  genera tors  would be 

i n j e c t i n g  would be i n  t h e  Power co rp .  and Power & 

L i  g h t  system. 

There may be some, o f  course, l i k e  

J a c k s o n v i l l e  t h a t  w o u l d n ' t  be, and you would be 

d e a l i n g  w i t h  pancaked r a t e s  t h e r e .  But  o t h e r  than  

J a c k s o n v i l l e ,  I t h i n k  most buyers and s e l l e r s  can 

reach each o t h e r  j u s t  through t h e  t h r e e  combined 

systems. 

COMMISSIONER DEASON: SO YOU t h i n k  t h a t  -- 

w e l l ,  you j u s t  i n d i c a t e d  t h a t  g i ven  t h e  d i v e r s i t y  of 

t h e  assets  and t h e  l o c a t i o n  o f  t h e  assets  t h a t  a re  

c o n t r o l l e d  by t h e  t h r e e  IOUS, t h a t  t h e  v a s t  m a j o r i t y  

o f  conceivable t r a n s a c t i o n s  t h a t  cou ld  t a k e  p l a c e  

would u t i l i z e  RTO f a c i l i t i e s  t o  f a c i l i t a t e  t h a t  

t r a n s a c t i o n .  

WITNESS RAMON: Yes. I t  won ' t  be 100 

percent ,  b u t  I t h i n k  i t  would be above t h e  number t h a t  

M r .  Hoecker o r  cha i  rman Hoecker was suggest ing.  I t  

~~ ~ ~~ 
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would be b e t t e r  i f  they  were a l l  i n ,  b u t  I t h i n k  

t h e r e ' s  more than enough e f f i c i e n c i e s  w i t h  j u s t  --  you 

know, a t  l e a s t  g e t t i n g  s t a r t e d ,  w i t h  t h e  t h r e e  

u t i l i t i e s  here.  

COMMISSIONER DEASON: We l l ,  Say t h e r e ' s  an 

e n t i t y  t h a t  has genera t i  on and t ransmi  s s i  on assets  i n 

F l o r i d a  r i g h t  now t h a t  chooses n o t  t o  j o i n  t h e  RTO. 

They have genera t ion ,  and they  want t o  s e l l  some o f  

t h a t  genera t ion  t o  another e n t i t y .  How do t h e y  go 

about do ing t h a t ?  Can they  go t o  t h e  RTO and schedule 

t h a t  t r a n s a c t i o n ,  o r  can they  t r y  t o  c i rcumvent  t h e  

RTO, and what a r e  t h e  economics i n v o l v e d  as t o  why 

t h e y  would choose one o r  t h e  o the r?  

WITNESS MENNES: okay. I f  t h e y  needed t o  

g e t  o u t  -- l e t ' s  j u s t  say you 've g o t  t h i s  e n t i t y  t h a t  

has t h e  genera t ion  and t ransmiss ion ,  and they  want t o  

go ahead and s e l l .  I f  they  need t o  f l o w  power across 

t h e  l i n e s  t h a t  belong t o  t h e  RTO, t h e y  would then have 

t o  go t o  t h e  RTO t o  request s e r v i c e ,  t h e  t ransmiss ion  

s e r v i c e  -- a l l  t h a t ' s  covered i n  t h e  t a r i f f ;  t h a t ' s  

t h e  OASIS system -- t h e  same w a y  we do today and pay 

f o r  t h a t  th rough- f low across t h e  t ransmiss ion  system. 

COMMISSIONER DEASON: But  what r a t e  would 

they  pay? 

WITNESS MENNES: whatever t h e  FERC-fi led 
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r a t e  would be a t  t h e  t i m e .  

COMMISSIONER DEASON: But  t h a t  would be t h e  

same r a t e  f o r  anyone; c o r r e c t ?  For example, F l o r i d a  

Power & L i g h t  i s  a genera tor ,  and you want t o  make a 

t r a n s a c t i o n .  YOU would be pay ing t h e  same r a t e  as a 

e n t i t y  which i s  n o t  a member o f  t h e  RTO? 

WITNESS MENNES: Wel l ,  do YOU Want t o  g e t  

i n t o  -- F l o r i d a  Power -- 

MR. WILLIS: EXCUSe me j u s t  a minute.  I 

b e l i e v e  t h a t  ques t ion  may be a b l e  t o  be b e s t  addressed 

t o  M r .  Ashburn. You ' re  s t a r t i n g  t o  g e t  i n t o  -- 

COMMISSIONER DEASON : I don ' t m i  nd de l  ayi  ng 

t h e  ques t ion .  T h a t ' s  f i n e .  I s  t h a t  okay? I t ' s  f i n e  

w i t h  me, whoever -- 

WITNESS MENNES: We l l ,  i t ' s  b a s i c a l l y  -- 

you have network customers, and F l o r i d a  Power & L i g h t  

and Tampa, f o r  example, would be network customers. 

S o  anytime t h a t  t hey  would buy e l e c t r i c i t y ,  t h e y  would 

n o t  have t o  pay f o r  t ransmiss ion .  

COMMISSIONER DEASON: You d o n ' t  have t h e  

inc rementa l ,  because y o u ' r e  j u s t  pay ing -- i t ' s  k i n d  

o f  l i k e  a f l a t  r a t e ,  except t h a t  t h e  more -- I ' m  go ing 

t o  descr ibe  i t  as a f l a t  r a t e ,  b u t  I understand t h a t  

i t ' s  based upon t h e  l o a d  t h a t  you p u t  on t h e  system i n  

r e l a t i o n  t o  t h e  o t h e r  network customers and t h e  l o a d  
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t h e y  p u t  on t h e  system; c o r r e c t ?  

WITNESS MENNES: T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: okay. 

WITNESS MENNES: But  sa les  made o u t  o f  t h e  

S t a t e  o f  F l o r i d a  would s t i l l  pay t h e  RTO f o r  

o u t - o f - s t a t e  t ype  sa les ,  i f  you would. S o  any 

genera tor ,  even though t h e y ' r e  i n  t h e  RTO, would have 

t o  pay f o r  o u t  o f  t h e  RTO. 

COMMISSIONER DEASON: w e l l ,  what a r e  t h e  

advantages o f  an e n t i t y  -- you d o n ' t  have t o  be 

s p e c i f i c ,  b u t  w h a t  -- an e n t i t y  t h a t  i s  c o n s i d e r i n g  

j o i n i n g  t h e  RTO, what do they  cons ider  as t o  what a re  

t h e  b e n e f i t s  versus t h e  de t r iments?  what a r e  they  

weighing i n  making t h a t  dec is ion? 

WITNESS MENNES: okay. I t h i n k  t h a t  i f  t h e  

e n t i t y  i s  s i t t i n g  t h e r e ,  t hey ,  o f  course, would have 

t o  weigh t h e i r  t ransmiss ion  cos ts  and expenses i n  what 

they  have r i g h t  now and t h e  way t h a t  we would c r e d i t  

them and r o l l  i n  t h e i r  cos ts  over t h i s  ten-year  p lan .  

They would a l s o  have t o  t a k e  i n t o  

cons ide ra t i on  t h a t  now t h a t  they  would be a network 

customer, i f  you would, o f  t h e  RTO, t h e y  would pay t o  

use t h e  RTO'S t ransmiss ion  on a l o a d  r a t i o  share, so 

t h a t  as genera t ion  came i n  t h a t  was w i t h  t h e  RTO, they  

would be a b l e  t o  go ahead and rece ive  t h a t  genera t ion  
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as a network resource. SO t h e y  would s t a r t  pay ing  f o r  

i t  on t h e i r  l o a d  r a t i o  share and have t h e  

o p p o r t u n i t i e s  t o  use t h e  g r i d  on t h e  same p l a y i n g  

f i e l d  as everyone e l s e .  

WITNESS NAEVE: I t h i n k  you should d i r e c t  

t h i s  t o  t h e  r a t e  panel ,  because I was t r y i n g  t o  

remember p r e c i s e l y  what we d i d .  Maybe Greg o r  Henry 

remember. But t h e r e  a re  a couple o f  advantages. one 

advantage i s  t h a t  a muni o r  a co-op t h a t  has 

f a c i l i t i e s  t h a t  they  do n o t  rece ive  c r e d i t  f o r  today,  

t ransmi  ss ion  f a c i  1 i ti es, because those f a c i  1 i t i e s  a r e  

more r a d i a l  i n  na tu re ,  i f  they  j o i n  t h e  RTO, over  a 

f i v e - y e a r  pe r iod ,  those f a c i l i t i e s  w i l l  be t r a n s f e r r e d  

t o  t h e  RTO, and t h e  c o s t  r e s p o n s i b i l i t y  o f  those 

f a c i  1 i ti es, and t h a t  w i  11 1 ower t h e i  r t ransmi  s s i  on 

cos ts .  

And a second advantage i s  t h a t  when t h e y  

use t h e  f a c i l i t i e s  o f  t h e  RTO t o  move power, i f  

t h e y ' r e  a member o f  t h e  RTO, t h e y  g e t  t h e  advantage o f  

t h e  depancaking o f  r a t e s ,  and i f  t h e y  do n o t  j o i n  t h e  

RTO, t h e r e  w i l l  be some pancaking o f  r a t e s .  But  

M r .  Ashburn can b e t t e r  descr ibe  how t h a t  works. 

WITNESS RAMON: But  I w i l l  t e l l  YOU one O f  

t h e  obvious b e n e f i t s  t o  a mun ic ipa l  o r  a co-op would 

be t h a t  t h e i r  l o a d  and genera t ion  i s  g e o g r a p h i c a l l y  
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separate.  Thei r genera t ion  i s  n o t  l o c a t e d  i n  t h e  

genera l  area o f  t h e i  r l oad ,  so t h e y  have t o  deal  w i t h  

severa l  t ransmiss ion  p r o v i d e r s ,  and so t h e r e ' s  a 

n a t u r a l  i n c e n t i v e  t o  p u t  t h e i r  f a c i l i t i e s  i n  t o  a v o i d  

pancaked r a t e s .  I mean, t h a t ' s  one obvious b e n e f i t .  

COMMISSIONER JABER: w i t h  regard  t o  t h e  

i n c e n t i v e s ,  M r .  Naeve, you s a i d  e a r l i e r  t h a t  t h e  

muni c i  p a l  i ti es and t h e  co-ops and compani es t h a t  have 

n o t  decided t o  j o i n  so f a r  would need i n c e n t i v e s .  

what would those i n c e n t i v e s  be, and who would g i v e  

those i n c e n t i v e s ?  

WITNESS NAEVE: w e l l ,  f i r s t  I would j u s t  

p o i n t  o u t  as a general  r u l e ,  because FERC does n o t  

have j u r i  s d i  c t i  on over these e n t i  t i  es , t h e y  can ' t 

f o r c e  them i n .  SO these e n t i t i e s  a r e  n o t  go ing  t o  

j o i n  an RTO un less they  s tep  back and determine t h a t  

i t ' s  i n  t h e i r  f i n a n c i a l  bes t  i n t e r e s t s  and o p e r a t i o n a l  

bes t  i n t e r e s t s  t o  j o i n .  I f  they  cou ld  g e t  t h e  b e n e f i t  

o f  t h e  RTO w i t h o u t  p u t t i n g  t h e i r  f a c i l i t i e s  i n t o  t h e  

RTO, they  would probably  do t h a t .  S o  consequent ly,  

one s e t  o f  i n c e n t i v e s  t o  p a r t i c i p a t e  would be t h e  

i n c e n t i v e  t o  t a k e  advantage o f  t h e  pancaked r a t e s .  

And again,  M r .  Ashburn can speak w i t h  more 

s p e c i f i c i t y  as t o  how t h e  pancaked proposa ls  work -- I 

mean how t h e  r a t e  proposals  work i f  you a r e  a member 

~~ 
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o r  a r e  n o t  a member, b u t  t h a t  c rea tes  an i n c e n t i v e  t o  

want t o  p a r t i c i p a t e .  

And FERC has a l lowed RTOs t o  have those 

t ypes  o f  i n c e n t i v e s ,  because they  recognize -- because 

t h e y  t o o  want t o  encourage what t h e y  c a l l  

non j u  r i  s d i  c t i  onal  e n t i  t i es , non j u r i  s d i  c t i  onal  t o  FERC , 

t o  p a r t i c i p a t e ,  and they  c a n ' t  f o r c e  them t o  do i t ,  

b u t  they  can w i t h  f i n a n c i a l  i n c e n t i v e s ,  b o t h  s t i c k s  

and c a r r o t s ,  t o  g e t  them t o  p a r t i c i p a t e .  S o  i n  terms 

o f  a c a r r o t ,  i f  you j o i n ,  you g e t  t h e  advantage o f  

e l i m i n a t i o n  o f  pancaked r a t e s .  T h a t ' s  one o f  t h e  

b e n e f i t s .  

Another b e n e f i t  p e r t a i  ns t o  t h i  s ques t ion  

o f  c r e d i t i n g  f o r  f a c i l i t i e s  t h e y  have. And under t h e  

G r i d F l o r i d a  proposal  , t h e  f a c i l i t i e s  c u r r e n t l y  owned 

by many o f  t h e  m u n i c i p a l i t i e s  t h a t  would be a t  t h e  

same v o l t a g e  l e v e l  as t h e  f a c i l i t i e s  c o n t r i b u t e d  by 

t h e  i nvestor-owned u t i  1 i ti es would a1 so be f a c i  1 i ti es 

t h a t  would be operated by t h e  RTO, and t h e  r a t e  

recovery o f  those f a c i l i t i e s  would be recovered 

th rough t h e  RTO. I n  t h e  case o f  t h e  m u n i c i p a l i t i e s  

and co-ops, t hey  would g e t  t h a t  i n  a phased-in 

f i v e - y e a r  pe r iod ,  so t h a t  would a l s o  be a f i n a n c i a l  

b e n e f i t  t o  them. 

BY MR. KEATING: 
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Q under t h e  form recommended by t h e  ALJ f o r  a 

Southeastern Regional RTO, who would o r d e r  

c o n s t r u c t i o n  o f  f a c i l i t i e s ,  o r  who would be a b l e  t o  

o r d e r  c o n s t r u c t i o n  o f  f a c i  1 i ti es? 

A (By M r .  southwick) From a r e g u l a t o r y  

pe rspec t i ve ,  I d o n ' t  b e l i e v e  t h a t  was discussed i n  t h e  

ALJ ' s r e p o r t .  

A (By M r .  Naeve) I d i d n ' t  t h i n k  i t  went 

i n t o  t h a t  l e v e l  o f  d e t a i l .  

Q I t  d i d n ' t  go i n t o  t h a t  d e t a i l ?  

A C e r t a i n l y  t h e  RTO would, b u t  w i t h  respec t  

t o  governmental agencies, i t  d i d n ' t  go i n t o  t h a t  l e v e l  

o f  d e t a i l .  

Q R igh t .  S o  i t  d i d n ' t  go i n t o  t h e  l e v e l  o f  

d e t a i l  t o  say G r i d F l o r i d a  has -- where, as you 

mentioned e a r l i e r ,  i f  t h i s  Commission were t o  o r d e r  

c o n s t r u c t i o n ,  G r i d F l o r i d a  would see t h a t  i t  was 

const ructed? 

A Righ t .  But i ssues  l i k e  t h a t  represent  why 

we thought  i t  was impor tan t  t o  be a p a r t  o f  t h a t  

process, t o  make sure t h a t  we can cover i ssues  l i k e  

t h a t  i n  t h e  process i f  i t  goes forward.  

Q I n  your tes t imony a t  page 3 0 ,  you d iscuss  

congest ion management under G r i d F l o r i d a .  Now, i t ' s  

c o r r e c t  t h a t  congest ion,  t ransmiss ion  congest ion 

FLORIDA PUBLIC  SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2  

13 

14 

15 

16 

17 

18 

19 

2 0  

2 1  

2 2  

2 3  

2 4  

25  

468 

c u r r e n t l y  occurs over  t h e  t ransmiss ion  system i n  

F l o r i d a ;  c o r r e c t ?  

A (By M r .  Ramon) Please repeat  t h e  

ques t i on .  

Q Yes. IS i t  c o r r e c t  t h a t  congest ion 

c u r r e n t l y  -- t ransmiss ion  congest ion c u r r e n t l y  occurs 

over  t h e  system i n  F l o r i d a ?  

A A t  t imes,  yes. 

Q A t  t imes.  How i s  congest ion  on t h e  

t ransmiss ion  system c u r r e n t l y  managed? 

A I t ' s  handled o r  managed a d m i n i s t r a t i v e l y  

through back-down procedures t h a t  a r e  s p e l l e d  o u t  i n  

F1 o r i  da '  s o p e r a t i  ng speci  f i  c procedures and FRCC and 

NERC on transmi s s i  on 1 i ne 1 oad r e 1  i e f  reduc t i ons .  

when congest ion occurs,  t h e r e ' s  a process by which we 

back down f i r s t  non- f i rm u n t i l  t h e  l o a d i n g  ge ts  t o  

acceptable 1 eve1 s . 
Q who decides when -- who coord ina tes  t h e  

process? 

A The s e c u r i t y  coo rd ina to r .  

Q The s e c u r i t y  coo rd ina to r .  And t h e  s e c u r i t y  

coo rd ina to r  answers t o  t h e  FRCC? 

A R i g h t .  

Q IS t h a t  c o r r e c t ?  

A Cor rec t .  

~ ~ 
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Q How w i l l  t h e  way G r i d F l o r i d a  manages 

congest ion d i f f e r  f rom t h e  way congest ion i s  c u r r e n t l y  

managed? 

A G r i d F l o r i d a  w i l l  be u s i n g  a -- i t  w i l l  be 

managed through a market-based mechanism i n  t h e  

G r i  dF1 o r i  da wor ld ,  t h e  schedul i ng coord i  n a t o r s  , whi ch 

can be a number o f  e n t i t i e s ,  b u t  predominant ly  would 

be l oad -se rv ing  e n t i t i e s  t h a t  would be schedu l ing  on a 

day-ahead bas i  s and submi tti ng what I s c a l l  ed b a l  anced 

schedules. AS a p a r t  o f  those balanced schedules, 

those resources t h a t  make up t h a t  schedule and w i l l  be 

i n j e c t i n g  power i n t o  t h e  g r i d  w i l l  be s u b m i t t i n g  

mandatory i ncremental and decremental b i d s .  And 

G r i d F l o r i d a  on a region-wide b a s i s  w i l l  be do ing  a 

s e c u r i t y  cons t ra ined d i spa tch  w i t h  those i n c s  and decs 

and w i l l  be us ing  t h a t  t o  handle congest ion i n  a 

market-based method through market c l e a r i n g  p r i c e .  

Q SO i t  w i l l  be handled on a market-based -- 

u s i n g  a market-based method. under t h e  c u r r e n t  

process, how i s  i t  managed? How i s  t h e  d e c i s i o n  made 

whether t o  -- who has t h e  r i g h t s  t o  t h e  l i n e  when 

t h e r e ' s  congestion? 

A you I r e  say i  ng today? 

Q Yes. 

A when congest ion occurs,  i t ' s  n o t  a 
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market-based methodology l i k e  I j u s t  descr ibed f o r  

G r i d F l o r i d a .  I t ' s  handled, as I s a i d  be fo re ,  

a d m i n i s t r a t i v e l y  by t h e  s e c u r i t y  c o o r d i n a t o r  th rough 

back-down procedures. 

Q And those procedures a re  s p e l l e d  ou t?  

A Yes. 

Q Those procedures t h a t  t h e  s e c u r i t y  

c o o r d i n a t o r  f o l l o w s .  Do you have -- and I ' m  n o t  

l o o k i n g  f o r  a g r e a t  amount o f  d e t a i l ,  b u t  I ' m  j u s t  

t r y i n g  t o  understand t h e  d i f f e r e n c e  between when t h e  

s e c u r i t y  coord i  n a t o r  f o l l o w s  those procedures,  how 

t h a t ' s  d i f f e r e n t  f rom t h e  market-based mechani s m  

t h a t ' s  be ing  used, and what guides h i s  d e c i s i o n .  

A w e l l ,  t h e  s e c u r i t y  c o o r d i n a t o r  -- when 

congest ion occurs,  under t h e  c u r r e n t  back-down 

procedures, t h e r e ' s  n o t  an automat ic  red i spa tch ,  i f  

you w i l l ,  l i k e  under G r i d F l o r i d a .  They w i l l  s imp ly  be 

l o o k i n g  a t  and i d e n t i f y i n g  those t r a n s a c t i o n s  t h a t  a re  

c o n t r i  b u t i  ng t o  t h e  congest ion,  and those p a r t i  c u l a r  

t r a n s a c t i o n s  w i  11 be c u r t a i  1 ed, whereas i n 

G r i d F l o r i d a ,  i f  t h e r e  a r e  generators  above and below 

t h e  c o n s t r a i n t s  t h a t  cou ld  be red ispatched t o  a l l o w  

those t r a n s a c t i o n s ,  economi c a l  t r a n s a c t i o n  t o  f low, 

t h a t  w i l l  be done a u t o m a t i c a l l y ,  because day ahead, 

those i n c s  and decs w i l l  be submi t ted up u n t i l  r e a l  

_ _ _ _ _ ~  
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t i m e ,  so t h e r e  w i l l  be r e a l - t i m e  s e c u r i t y  cons t ra ined  

d i s p a t c h  i n  s e t t i n g  up l e a s t  c o s t  red i spa tch  t o  

e l i m i n a t e  those congest ion c o r r i d o r s  t o  a l l o w  those 

economi c a l  t r a n s a c t i o n s  t o  f l o w .  

CHAIRMAN JACOBS: can I understand a l i t t l e  

b i t  more about those i n c s  and t h e  decs? As I 

understand i t ,  one i s  somebody i s  b i d d i n g  c a p a c i t y  -- 

w e l l ,  a c t u a l l y ,  a l l  they  a r e  i s  j u s t  somebody i s  

b i d d i n g  on e i t h e r  s i d e  o f  t h e  f l owga te ;  i s  t h a t  

c o r r e c t ?  

WITNESS RAMON: There was some no ise .  I ' m  

s o r r y .  I d i d n ' t  hear t h e  ques t ion .  

CHAIRMAN JACOBS: The i n c s  and t h e  decs a re  

b a s i c a l l y  t h e  b i d d i n g  i n  o f  genera t i on  on e i t h e r  s i d e  

o f  t h e  f lowgate .  IS t h a t  -- 

WITNESS RAMON: No. The ba lanc ing  markets 

and congest ion management i s  more o r  l e s s  one and t h e  

same. A l l  generators  t h a t  w i l l  be a p a r t  o f  

everyone's balanced schedule f o r  t h e  nex t  day w i l l  be 

s u b m i t t i n g  incrementa l  and decremental b i d s  f o r  t h e  

b a l  anc i  ng markets. 

CHAIRMAN JACOBS: I see. 

WITNESS RAMON: And when t h e r e  i s  no 

congest ion on t h e  system, t h e  market c l e a r i n g  p r i c e  

w i l l  be t h e  same throughout t h e  reg ion .  But when 
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t h e r e  i s  congest ion,  t h e r e  w i l l  be a l o c a t i o n a l  

d i f f e r e n c e  i n t h e  b a l  anc i  ng p r i  ce. 

CHAIRMAN JACOBS: SO e s s e n t i a l l y  what w i l l  

happen i s  t h a t  somebody who i s  i n  a -- I t h i n k  i t ' s  a 

zone; r i g h t ?  -- t h a t  i s  exper ienc ing  g r e a t e r  

congest ion,  t h e y ' l l  pay a h ighe r  p r i c e  t o  g e t  i n t o  t h e  

marketplace a t  t h a t  t ime .  IS t h a t  a f a i r  statement? 

WITNESS RAMON: under t h e  p h y s i c a l  model 

t h a t  we've p u t  t o g e t h e r ,  you know, we've t r i e d  t o  

p r e - i d e n t i f y  where congest ion w i l l  occur .  And t o  t h e  

e x t e n t  t h a t  we've done t h a t  w e l l ,  then  congest ion,  if 

i t  does occur across those f lowgates ,  i s  s o c i a l i z e d .  

CHAIRMAN JACOBS: Okay. 

WITNESS RAMON: But  when congest ion O C C U r S  

on a c o r r i d o r  t h a t  has n o t  been p r e - i d e n t i f i e d  as a 

f l owga te ,  then i n  t h a t  zone -- I ' m  t r y i n g  t o  answer 

your  ques t i on  here -- t h a t  se t t l emen t  zone, t h a t  

p a r t i c u l a r  zone would have t o  pay t h a t  congest ion c o s t  

f o r  congest ion t h a t  occurs on non-f lowgate f a c i  1 i ti es. 

CHAIRMAN JACOBS: I d o n ' t  want t o  go much 

f u r t h e r  down t h a t  road. L e t  me s t i c k  t o  somewhat sa fe  

ground. I f  I ' m  i n  one o f  those zones and I know t h a t  

p robab ly  t h e r e ' s  a reasonable l i k e l i h o o d  t h a t  I ' m  

go ing  t o  be i n c u r r i n g  t h a t  c o s t ,  what do I do i n  

G r i d F l o r i d a ?  HOW do I approach t h a t  on a 

_____ ~~ 
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going- forward b a s i s  t o  say, " w a i t  a minute.  I know 

I ' m  t h a t  I ' m  p robab ly  i n c u r r i n g  a premium a t  t h e  t i m e  

o f  congest ion t o  p a r t i c i p a t e  i n  t h e  marketplace"? S o  

how do I engage t h e  G r i d F l o r i d a  process t o  address 

t h a t ?  

WITNESS RAMON: we1 1 , rea1 - t ime,  knowing 

t h a t  y o u ' r e  go ing  t o  have congest ion on a non-f lowgate 

f a c i l i t y ,  we've p u t  i n  a p r o v i s i o n  t h a t ' s  c a l l e d  

next-day buy-through a1 1 owi ng you recogni  z i  ng t h e r e  

w i l l  be congest ion,  t o  buy through i t ,  t o  a c t u a l l y  pay 

t h e  p r e v a i l i n g  p r i c e  f o r  t h a t  -- 

CHAIRMAN JACOBS: So I j u s t  pay t h e  premium 

a t  t h a t  p o i n t ?  

WITNESS RAMON: Yes, s i  r .  But on a l o n g e r  

te rm b a s i s ,  those congested c o r r i d o r s  t h a t  w e r e n ' t  

p r e v i o u s l y  i d e n t i f i e d  as a f l owga te  would have t o  be 

p icked up i n  t h e  p lann ing  process and h o p e f u l l y  

co r rec ted  through expansion. 

CHAIRMAN JACOBS: SO I need t o  go then  t o  

t h e  p l  anni ng committee t h e  p l  anni ng f u n c t i o n  o f  

G r i d F l o r i d a  and say -- and what do I say then? DO I 

say -- would I o f f e r  t o  p rov ide  enhancements t h a t  

would remove, o r  do I go seek t o  p rov ide  some 

t ransmiss ion  op t i ons ,  o r  do I -- 

WITNESS RAMON: we have t h a t  p r o v i s i o n  t h a t  
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t h a t  can happen. 

CHAIRMAN JACOBS: Okay. 

WITNESS RAMON: And i t  may be so lved by 

j u s t  t h e  annual expansion p l a n  process o f  t h e  RTO. 

But  i f  i t ' s  a c o r r i d o r  t h a t  t h e  economics a r e  such 

t h a t  t h e  red i spa tch  o p t i o n  may be more economical and 

you d o n ' t  l i k e  t h a t ,  you can come t o  G r i d F l o r i d a  and 

pay f o r  t h e  f a c i l i t y  t o  be b u i l t  and g e t  t ransmiss ion  

r i g h t s  across t h a t  c o r r i d o r .  

CHAIRMAN JACOBS: And t h e  r e t u r n  on t h a t  

investment  i s  -- i t ' s  a long- term investment  t o  reduce 

m y  p r i c e ,  m y  premium t h a t  I pay a t  congest ion? 

WITNESS RAMON : R i  g h t  . 
CHAIRMAN JACOBS: okay. 

COMMISSIONER DEASON: L e t  m e  ask a 

ques t i on .  Go back t o  t h e  f l owga te  s i t u a t i o n .  How i s  

congest ion managed through t h e  f l owga te  s i t u a t i o n ?  

WITNESS RAMON: c o u l d  we be a l i t t l e  b i t  

more -- 

COMMISSIONER DEASON: Wel l ,  i s  t h e r e  a 

b i  dd i  ng process f o r  t h a t ?  

WITNESS RAMON: P a r t  o f  t h e  c o n s t r u c t  f o r  

t h e  f lowgate process i s  t h a t  we have i d e n t i f i e d  o r  a re  

i n  t h e  process o f  i d e n t i f y i n g  f lowgates  f o r  t h e  

peni  nsul  a r  F l o r i d a  system. A1 1 1 oad-serv i  ng e n t i  t i es 
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w i  11 be a1 1 ocated phys i  c a l  t ransmi  s s i  on r i g h t s  f o r  

purposes o f  be ing  a b l e  t o  have t h e i  r n a t i v e  l o a d  

served. And so on a schedu l ing  fo rward  b a s i s ,  t h e  

s u b m i t t a l  o f  your balanced schedule, you a l s o  submit  

your  PTRs t h a t  you have been a l l o c a t e d ,  and t h a t  i s  

your  hedge. I f  congest ion occurs,  y o u ' r e  hedged 

a g a i n s t  t h a t .  

COMMISSIONER DEASON: But those can be 

s o l d ,  can they  no t?  

WITNESS RAMON: Yes. 

COMMISSIONER DEASON: Okay. I S  t h e r e  a 

market f o r  t h a t ,  o r  i s  t h a t  j u s t  between t h e  two 

e n t i  t i e s  i nvo l ved?  

WITNESS RAMON: On a day-ahead b a s i s ,  i f  

t h e r e  are  PTRS t h a t  a r e  -- i f  t h e y ' r e  a l l  n o t  used 

up, then they  a u t o m a t i c a l l y  go t o  a u c t i o n .  

COMMISSIONER DEASON: okay. Who auc t i ons  

them? 

WITNESS RAMON: The RTO. 

COMMISSIONER DEASON: okay. And who ge ts  

t h e  revenue when they  a u c t i o n  those? 

WITNESS RAMON: They' r e  c r e d i t e d  a g a i n s t  

t h e  t ransmiss ion  charges. 

COMMISSIONER DEASON: SO t h e y  j u s t  -- 

WITNESS RAMON: The base r a t e s .  
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COMMISSIONER DEASON: They go a g a i n s t  t h e  

revenue requirements,  i n  t h e  te rm ino logy  t h a t  I ' m  

accustomed t o .  

WITNESS RAMON : R i  g h t  . 
COMMISSIONER DEASON: S o  those a r e  n o t  

enhanced earn ings.  I t ' s  j u s t  -- t h e y  go a g a i n s t  t h e  

revenue requ i  rements. There 's  n o t  an i n c e n t i v e  f o r  

G r i d F l o r i d a  t o  ma in ta in  a l o t  o f  congest ion,  because 

i t  enhances t h e i  r revenues. 

WITNESS RAMON: No. T h a t ' s  C O r r e C t .  

BY MR. KEATING: 

Q under t h e  c u r r e n t  process f o r  congest ion 

management, how i s  t h e  c o s t  -- I ' m  s o r r y .  L e t  me go 

back. under t h e  c u r r e n t  system f o r  congest ion 

management, i s  t h e r e  a p r i o r i t y  system f o r  how and 

whi ch t r a n s a c t i o n s  a r e  cu r t a i  1 ed? 

A (By M r .  Ramon) Wel l ,  what w i l l  happen and 

h o p e f u l l y  r e l i e v e  t h e  congest ion i s  t h i s  use o f  i n c s  

and decs and t h e  red i spa tch ing  i n  t h e  most economical 

w a y .  But t o  t h e  e x t e n t  t h a t  red i spa tch  does n o t  

e l i m i n a t e  t h e  congest ion,  t hen  w e ' l l  be back t o  t h e  

NERC back-down procedures u s i n g  T L R .  

Q M y  ques t ion  went towards t h e  way t h a t  

congest ion management i s  c u r r e n t l y  handled -- 

A oh, today? 
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Q -- r a t h e r  than under t h e  G r i d F l o r i d a  

proposa l .  IS i t  c o r r e c t  t h a t  t h e r e ' s  a p r i o r i t y  

system f o r  which t r a n s a c t i o n s  would g e t  c u r t a i l e d  i n  

t h e  event o f  -- 

A (By M r .  Mennes) 1'11 g i v e  Greg a r e s t .  

Yes. B a s i c a l l y ,  t h e  w a y  congest ion i s  

handled r i g h t  now, t h e  t ransmiss ion  i s  s o l d ,  and i t ' s  

s o l d  w i t h  a c e r t a i n  p r i o r i t y .  And i f  t h e r e  i s  

congest ion , t h e  t ransmi  s s i o n  p r o v i d e r  has i n h i  s 

t a r i f f  how they  p r i o r i t i z e  t h e  c u t t i n g  o r  t h e  

d i  s c o n t i  n u a t i  on o f  those t r a n s a c t i o n s  t h a t  were u s i  ng 

t h a t  t ransmiss ion  p r o v i d e r ' s  system. 

There 's  a l s o  another  procedure t h a t  -- 

u s u a l l y  what we do i s  t h a t  because o f  t h e  f l o w s  and 

t h e  way t h e  t ransmiss ion  i s ,  w e ' l l  t u r n  t h a t  

r e s p o n s i b i l i t y  over t o  t h e  s e c u r i t y  c o o r d i n a t o r  t o  

mai n t a i  n t h e  re1 i ab i  1 i t y  . And t h e  secu r i  t y  

coo rd ina to r  w i l l  see t h a t  t h e r e  i s  a problem on t h e  

system, and t h e r e  i s  a process j u s t  l i k e  you s a i d  t h a t  

l o o k s  a t  t h e  p r i o r i t y  o f  t h e  t ransmiss ion  r e s e r v a t i o n s  

t h a t  were made t o  use t h e  system, and i t  s teps  i n  and 

c u t s  t h e  t r a n s a c t i o n s  based upon those p r i o r i  t i e s  , 
a l s o  based upon t h e  f l o w s  t h a t  t h e  t r a n s a c t i o n s  a r e  

c o n t r i b u t i n g  across t h e  f l owga te  o r  t h e  system t h a t  i s  

havi ng problems. 
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And t h a t ' s  b a s i c a l l y  -- you 've  heard t h e  

express ion,  t h e  t ransmiss ion  i ne l o a d i  ng r e 1  i e f  

procedure,  T L R  procedure t h a t  i s  a f i l e d  procedure.  

I t  was w r i t t e n  by a NERC comm t t e e  and approved by t h e  

FERC. And we've adopted t h a t  procedure,  and we do use 

t h a t  procedure i n  t h e  S t a t e  o f  F l o r i d a .  

Q SO e s s e n t i a l l y  t h e  f i r s t  t r a n s a c t i o n  t o  go 

would be t h e  -- perhaps t h e  non- f i rm  o r  sho r t - t e rm 

p e r i o d  t y p e  t r a n s a c t i o n ?  

A Yes. For example, non - f i rm  h o u r l y  would go 

be fo re  n o n - f i  r m  d a i l y ,  which would go b e f o r e  n o n - f i  r m  

monthly.  

I t h i n k  t h e  b i g  key i s  t h a t  -- what I ' m  

t e l l i n g  you now i s  t h a t  we s e l l  t h e  t r a n s a c t i o n ,  o r  we 

s e l l  t h e  t ransmiss ion ,  and we would c u t  t h a t  

t r a n s a c t i o n  f rom a s e l l e r  t o  a buyer.  we r e a l l y  have 

no procedures i n  p lace  f o r m a l l y  t h a t  can a l l o w  t h e  

s e l l e r  and buyer t h a t  want t o  use t h e  t ransmiss ion  

system t o  cont inue w i t h  t h e  t r a n s a c t i o n .  The 

t r a n s a c t i o n  i s  c u r t a i l e d .  I t  i s  c u t .  

under t h e  system as Greg exp la ined,  we w i l l  

-- if we see t h e  congest ion,  we w i l l  have genera t i ng  

u n i t s  t h a t  w i l l  submit h o u r l y  what t h e i r  p r i c e  t o  

inc rease t h e  generat ion,  t h e  i n c ,  and what t h e  p r i c e  

t o  decrease t h e i r  generat ion,  t h e  dec. And now t h e  
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s e c u r i t y  c o o r d i n a t i o n  procedure w i l l  have i t  i n  a 

congest ion  management t o o l  t h a t  w i l l  a l l o w  -- i n s t e a d  

o f  c u t t i n g  t h e  t r a n s a c t i o n ,  w i l l  a l l o w  those 

t r a n s a c t i o n s  t o  cont inue t o  f l o w  by u s i n g  t h e  i n c s  and 

decs prov ided by t h e  generator  under t h e  G r i d F l o r i d a  

procedure.  

Q under G r i d F l o r i d a ,  how i s  t h e  c o s t  o f  

r e d i  spatch hand1 ed? 

A under G r i  dF1 o r i  da? 

Q Yes. 

A I f  t h e  d i spa tch  i s  across a f l owga te ,  those 

expenses -- we use t h e  term -- t h e  te rm ino logy  i s  

"peanut-but tered."  I t ' s  p a i d  f o r  by a l l  t h e  users.  

And l e t  me e x p l a i n  why, because i t ' s  something t h e  

chairman k i n d  o f  a l l u d e d  t o ,  t h a t  b a s i c a l l y  i f  you 

have a problem on a f l owga te  and y o u ' r e  t h e  user ,  t h e  

w a y  t o  c o r r e c t  t h a t  problem i s  t o  go o u t  and b u i l d .  

And when you go o u t  and b u i l d  and y o u ' r e  p a r t  o f  t h e  

RTO,  t h e  customers w i l l  pay f o r  t h a t  o v e r a l l  b u i l d i n g ,  

i f  you would, so t h a t  you w i l l  remove t h a t  congest ion.  

Now, y o u ' r e  n o t  go ing t o  go o u t  and b u i l d  

f o r  something t h a t  maybe o n l y  happens a couple o f  

hours o r  maybe happened because o f  a t ransmiss ion  l i n e  

go ing  o u t .  But s ince  a l l  t h a t  b u i l d i n g  i s  p a i d  f o r  by 

a l l  t h e  customers, when t h e r e  is congest ion across 
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these f lowgates  and t h e r e  i s  -- i f  t h e r e  i s  a problem, 

b a s i c a l l y  i t  i s  p a i d  f o r  by a l l  t h e  customers. 

Q S o  does t h a t  r e s u l t  i n  c o s t  s h i f t s  as 

compared t o  t h e  c u r r e n t  system? 

A I d o n ' t  know t h e  answer t o  t h a t  ques t i on .  

YOU would have t o  t a k e  each s i t u a t i o n  and s tand back 

and l o o k  a t  i t .  I t ' s  t h e  way o f  do ing  bus iness.  what 

we ' re  l o o k i n g  a t  i s  hav ing more t r a n s a c t i o n s .  

we t a l k e d  a l i t t l e  b i t  b e f o r e  o f  why would 

an e n t i t y  want t o  go ahead and j o i n  t h e  R T O ,  and t h e  

reason i s  so they  can go o u t  and have more o p t i o n s  t o  

s e l e c t  where t o  buy t h e i r  power and n o t  have t o  wor ry  

about pay ing f o r  t h e  t ransmiss ion .  SO when i t  comes 

t o  t h e  ques t ion  does t h i s  r e s u l t  i n  c o s t  s h i f t s ,  I 

t h i n k  you need t o  l o o k  a t  t h e  whole b i g  p i c t u r e ,  and I 

d o n ' t  know t h a t  you can answer t h a t  e a s i l y ,  o r  cou ld  

ever answer i t .  

Q IS i t  f a i r  t o  say t h a t  under t h e  system 

t h a t  operates today, t h a t  o n l y  t h e  buyer and t h e  

s e l l e r  a re  a f fec ted  and t h a t  t h e  r e t a i l  customer 

doesn ' t see an impact? 

A (By M r .  Naeve) W e l l ,  t h e  buyer may be a 

u t i l i t y  t h a t  passes i t s  h ighe r  cos ts  on t o  t h e  r e t a i l  

customer. I n  almost a1 1 c i  rcumstances, i t  u l t i m a t e l y  

w i l l  be. 
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So I t h i n k  i f  you l o o k  a t  t h i s  on a 

t r a n s a c t i o n - b y - t r a n s a c t i o n  b a s i s  , you m a y  f i n d  t h a t  

t h e  cos ts  a re  shared d i f f e r e n t l y  under t h e  new 

proposal  than under t h e  o l d  p roposa l .  But  i f  you l o o k  

a t  i t  i n  t h e  aggregate, recogn iz ing  t h a t  t h e r e  a r e  a 

l o t  o f  buyers o u t  t h e r e  and a l o t  o f  s e l l e r s ,  a t  one 

t i m e  o r  another ,  each o f  them w i l l  be i n t e r r u p t e d  i f  

t h e r e ' s  some event t h a t  causes a d i s r u p t i o n .  on t h e  

aggregate, I t h i n k  t h e r e  probab ly  shou ld  be no o v e r a l l  

c o s t  s h i f t s .  

Q I t h i n k  I perhaps d i d n ' t  ask t h e  ques t i on  

as c l e a r l y  as I cou ld  have. R i g h t  now, say i f  TECO is 

a buyer and FPL i s  a s e l l e r  and t h e  t r a n s a c t i o n  i s  

c u r t a i l e d ,  o n l y  T K O  and F l o r i d a  Power & L i g h t  a re  

a f f e c t e d .  And under t h e  G r i d F l o r i d a  approach, i f  t h e  

c o s t  o f  red i spa tch  i s  s o c i a l i z e d  among t h e  

p a r t i c i p a n t s ,  a l l  t h r e e  u t i l i t i e s  would be a f f e c t e d ;  

c o r r e c t ?  

A I n  t h i s  example, yes. I n  another  example, 

i t  cou ld  be o n l y  TECO and Corp. a re  a f f e c t e d ,  and FP&L 

p i c k s  up a p iece .  And i n  another example, i t  cou ld  be 

Corp. and TECO -- I mean Corp and FP&L. But t h e  n e t  

e f f e c t  i s ,  o v e r a l l  , w i t h  hundreds o f  t r a n s a c t i o n s ,  one 

would expect t h a t  t h e  c o s t  on an annual ized b a s i s  

would be rough ly  t h e  same. 
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Q Do you b e l i e v e  t h a t  a n o t - f o r - p r o f i t  RTO 

c o u l d  perform t h e  congest ion management f u n c t i o n  as 

e f f e c t i v e l y  as a t ransco? 

A (By M r .  Mennes) I t h i n k  when i t  comes t o  

per fo rming  t h e  f u n c t i o n  o f  congest ion management, i f  

you l o o k  a t  i t  i n  r e a l  t i m e ,  you know, t h e  t o o l s  would 

be t h e r e .  I f  you looked a t  per fo rming  -- when you use 

congest ion management over  a long- te rm p e r i o d  o f  t i m e ,  

as t h e  c h a i r  brought  up, I t h i n k  t h a t  t h e  s o l u t i o n s  t o  

congest ion,  t h e  a b i l i t y  t o  b u i l d  would be handled much 

b e t t e r  by t h e  owning and o p e r a t i n g  t ransco  as opposed 

t o  t h e  n o t - f o r - p r o f i t  ISO. 

Q But i n  terms o f  sho r t - t e rm r e a c t i o n  t o  

see any congest ion and hand1 i ng congest ion,  do 

d i f f e r e n c e ?  

A (BY M r .  Ramon) NO. 

CHAIRMAN JACOBS: DO YOU ha 

Counsel ? 

MR. KEATING: Excuse me? 

YOU 

re m ich more, 

CHAIRMAN JACOBS: DO YOU have much more? 

MR. KEATING:  I do have more f o r  t h e  panel .  

And I t h i n k  t h e r e  may have been some con fus ion  l a s t  

n i g h t  when I s a i d  I had 10 t o  15 minutes more. 

WITNESS NAEVE: We would 1 i ke t o  answer yes 

o r  no, b u t  i t  j u s t  i s n ' t  working. 
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MR. KEATING: And I had hoped t h a t  I w a s  

c l e a r  t h a t  t h a t  w a s  on t h a t  p a r t i c u l a r  l i n e  o f  

ques t i ons ,  and we  have g o t t e n  through those.  I do 

have a b i t  more f o r  t h e  panel .  

CHAIRMAN JACOBS : A1 1 r i  ght  . 
I ' m  s o r r y .  M r .  ch i l ds?  

MR. CHILDS:  Pardon? 

CHAIRMAN JACOBS: You had a -- 

MR. CHILDS:  D i d  he say he w a s  f i n i s h e d ?  

CHAIRMAN JACOBS: NO, no, no. 

MR. CHILDS:  I thought maybe he had a h a l f  

an hour,  b u t  h e ' s  been w r i t i n g  more q u e s t i o n s .  

CHAIRMAN JACOBS: He m i s c a l c u l a t e d  h i s  1 5  

m inu tes ,  t h a t ' s  a l l .  

MR. KEATING: NO, no. The 1 5  w a s  j u s t  

perhaps n o t  p r o p e r l y  c l a r i f i e d  t h a t  t h a t  w a s  on t h a t  

one p a r t i c u l a r  l i n e  o f  ques t ions .  

CHAIRMAN JACOBS: I w a s  go ing t o  go 

f u r t h e r .  

COMMISSIONER JABER: Can w e  take a 

ten-mi  n u t e  break? 

CHAIRMAN JACOBS: A ten -m inu te  break. 

Before w e  break, though, l e t  me w e l c o m e  t h e  f o r m e r  

chairman o f  FERC, M r .  C u r t  H e b e r t ,  w h o  has j o i n e d  us.  

Thank you. w e ' l l  come back i n  t e n  minutes.  
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( s h o r t  recess .) 
CHAIRMAN JACOBS: w e ' l l  go back on t h e  

reco rd .  And, M r .  cochran -- M r .  Kea t ing .  I ' v e  s a i d  

t h a t  t w i c e  now. M r .  Keat ing ,  you may cont inue.  

BY MR. KEATING: 

Q I ' m  go ing t o  p i c k  back up on t h e  d i s c u s s i o n  

o f  some o f  t h e  d i f f e r e n c e s  between how G r i d F l o r i d a  

w i l l  operate compared w i t h  t h e  w a y  t h i n g s  c u r r e n t l y  

ope r a t e .  

I n  p a r t i c u l a r ,  how w i l l  t h e  w a y  t h a t  t h e  

compani es c u r r e n t l y  p r o v i  de anc i  11 ary s e r v i  ces change 

under G r i d F l o r i d a ?  

A ( B y  M r .  Ramon) As i t  t u r n s  o u t ,  t h e r e  

w i l l  be some s i m i l a r i t i e s  on t h a t  aspect ,  b u t  t h e r e  

w i l l  be some o t h e r  s i g n i f i c a n t  d i f f e r e n c e s .  

I n  t h e  o r i g i n a l  f i l i n g s  o f  G r i d F l o r i d a  

b e f o r e  FERC, we were go ing  t o  propose a bid-based 

market,  i f  you w i l l ,  f o r  a n c i l l a r y  s e r v i c e s .  But  w i t h  

some concerns on l a c k  o f  market da ta ,  those s o r t s  o f  

t h i n g s ,  we have f i l e d  a d i f f e r e n t  approach f o r  a day 

one s t a r t .  Some o f  t h i s  we've t a l k e d  about be fo re .  

But  on day one, i t  w i l l  be s e t  up where G r i d F l o r i d a  i s  

what we c a l l  a d e f a u l t  p r o v i d e r  o f  a n c i l l a r y  s e r v i c e s ,  

and t h e  a p p l i c a n t s  w i l l  be t a k i n g  care  o f  a n c i l l a r y  

s e r v i c e s  f o r  i t s  n a t i v e  l o a d  and f o r  any e x i s t i n g  
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b i l a t e r a l  arrangements on day one o f  G r i d F l o r i d a .  And 

t h e  RTO as t h e  d e f a u l t  p r o v i d e r  would then  be 

p r o v i  d i  ng anc i  11 ary s e r v i  ces f o r  those who choose t o  

go t o  t h e  RTO f o r  a n c i l l a r y  se rv i ces .  

Today t h e  u t i  1 i ti es p r o v i d e  anc i  11 a r y  

s e r v i c e s  f o r  t h e i r  own n a t i v e  l o a d  and f o r  b i l a t e r a l  

t r a n s a c t i o n s ,  and they  w i l l  be do ing  t h a t  a l s o  f o r  t h e  

i n i t i a l  o p e r a t i o n  o f  G r i d F l o r i d a .  But  t h e y  w i l l  be -- 

t h e  RTO w i l l  be t h e  d e f a u l t  p r o v i d e r  f o r  a n c i l l a r y  

se rv i ces  f o r  those p a r t i e s  t h a t  want t o  c o n t r a c t  w i t h  

G r i d F l o r i d a  f o r  those se rv i ces .  

Q And i s  i t  a n t i c i p a t e d  t h a t  t h e  RTO would 

u l t i m a t e l y  o r  e v e n t u a l l y  be t h e  p r o v i d e r  o f  those 

serv ices? 

A Even tua l l y ,  once t h e  market i s  e s t a b l i s h e d  

and e v o l v i n g  i n t o  t h e  Adv isory  Committee, t h e  board 

would probably  move us t o  a bid-based market f o r  

anc i  11 a r y  s e r v i  ces. 

Q I guess t e c h n i  c a l l  y G r i  dF1 o r i  da woul dn ' t 

p rov ide  them, b u t  t h e  market p a r t i c i p a n t s ?  

A They would admin i s te r  a bid-based market 

f o r  those se rv i ces ,  where genera t ion  would b i d  i n  t o  

p rov ide  r e g u l a t i o n  o r  o p e r a t i n g  reserves and t h e  o t h e r  

anc i  11 a r y  s e r v i  ces. 

Q DO you b e l i e v e  t h a t  t h e  c o s t  o f  a n c i l l a r y  
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s e r v i c e s  w i l l  be h ighe r  under t h e  G r i d F l o r i d a  proposal  

compared t o  t h e  way i t ' s  c u r r e n t l y  handled? 

A I t h i n k  concep tua l l y ,  t h e  p o t e n t i a l  i s  t h a t  

t h e y  would be lower .  

Q And how would they  be lowered? 

A w e l l  l e t ' s  j u s t  t a k e  one o f  t h e  s e r v i c e s ,  

say, r e g u l a t i o n  o r  AGC. Today Tampa E l e c t r i c  p rov ides  

r e g u l a t i o n  f o r  t s  n a t i v e  l oad .  Just u s i n g  t h e  

p r i n c i p l e s  o f  d v e r s i t y ,  when you l o o k  a t  t h e  t o t a l  

l o a d  t h a t  would be served by G r i d F l o r i d a ,  t h e  

r e g u l a t i o n  requ i  rements would p robab ly  be 1 ess than 

l o o k i n g  a t  t h e  r e g u l a t i o n  requ i  rements s e p a r a t e l y  f o r  

each o f  t h e  c o n t r o l  areas. 

Q would t h e r e  be any d i f f e r e n c e  i n  t h e  

p r o v i s i o n  o f  a n c i l l a r y  se rv i ces  i f  a n o t - f o r - p r o f i t  

RTO form had been used r a t h e r  than  t h e  t r a n s c o  form? 

A I d o n ' t  t h i n k  so. I t h i n k  t h e r e  wou ldn ' t  

be any d i f f e r e n c e .  

Q DO any o f  t h e  o t h e r  panel members have an 

o p i n i o n  on t h a t ?  

A (By M r .  southwick) I agree w i t h  Greg. 

Q I n  your test imony you s t a t e  t h a t  u t i l i t i e s  

w i l l  be compensated i f  maintenance schedules need t o  

be mod i f i ed  under t h e  G r i d F l o r i d a  p roposa l ;  i s  t h a t  

c o r r e c t ?  
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A (By M r .  Mennes) That  i s  c o r r e c t ,  b u t  I ' m  

t r y i n g  t o  -- 

A (By M r .  Southwick) where i s  t h a t ?  

Q T h a t ' s  page 16, l i n e s  7 th rough 9.  And t h e  

response t o  t h e  ques t i on  , "what a u t h o r i t y  does 

G r i d F l o r i d a  have w i t h  respec t  t o  maintenance o f  

t ransmiss ion  f a c i l i t i e s , "  and on l i n e s  7 through 9,  

t h e  answer i s ,  "such p a r t i c i p a t i n g "  -- o r  p a r t  o f  t h e  

answer i s , "such p a r t i  c i  p a t i  ng owners a1 so must change 

p r e v i o u s l y  approved schedules i f  so d i  r e c t e d  by 

G r i d F l o r i d a ,  prov ided t h a t  t h e y  a r e  reimbursed f o r  t h e  

d i r e c t  cos ts  i n c u r r e d  as a r e s u l t  o f  such change." 

A (By M r .  Mennes) C o r r e c t .  

Q And t h a t  h a s n ' t  changed s i n c e  f i l i n g  your 

test imony? 

A Cor rec t .  

Q I n  t h e  pas t ,  under t h e  c u r r e n t  system, d i d  

u t i l i t i e s  -- d i d n ' t  u t i l i t i e s  v o l u n t a r i l y  reschedule 

mai ntenance i n order  t o  mai n t a i  n r e 1  i a b i  1 i t y  w i t h o u t  

be ing  reimbursed f o r  t h e  costs? 

A I t  seldom happens, b u t  i f  i t  d i d ,  yes, t h e  

u t i  1 i t i e s  -- w i t h  some o f  t h e  coord i  n a t i o n  procedures 

we had l o o k i n g  a t  t h e  nex t  day, o r  i f  we have outages 

t h a t  a r e  n o t  planned, we've asked people t o  e i t h e r  ge t  

of f  t h e i r  f a c i l i t i e s  e a r l y  o r  t o ,  you know, c u r t a i l  
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t h e i r  maintenance, and t h a t  c o s t  i s  n o t  p a i d  f o r  by -- 

A (By M r .  Naeve) I would add one caveat  t o  

t h a t ,  and t h a t  i s  I d o n ' t  t h i n k  i t ' s  c o r r e c t  t o  say 

t h a t  t hey  do t h i s  w i t h o u t  i n c l u d i n g  these c o s t s  i n  

t h e i r  r a t e s ,  because t o  t h e  e x t e n t  t h a t  t h e y  i n c u r  

a d d i t i o n a l  m a i  ntenance cos ts  and these addi  t i onal  

maintenance cos ts  -- o r  t o  t h e  e x t e n t  t h e y  i n c u r  

a d d i t i o n a l  mai ntenance cos ts  , i t  a f f e c t s  t h e i  r t o t a l  

o p e r a t i n g  cos ts ,  and when they  f i l e  r a t e s ,  t h e y  f i l e  

r a t e s  t o  recover those t o t a l  cos ts .  SO I t h i n k  t h e y  

a r e  recovered today as they  would be i n  t h e  f u t u r e .  

Q S o  they  would be recovered -- those cos ts  

would be recovered i n  t h e  c u r r e n t  r a t e s  today? 

A That  ' s r i g h t .  

Q under c u r r e n t  p r a c t i c e ,  do t h e  u t i l i t i e s  

v o l  u n t a r i  1 y reschedul e mai ntenance o f  g e n e r a t i  on i n 

o rde r  t o  mai n t a i  n re1 i ab i  1 i t y ?  

A ( B y  M r .  Mennes) I t h i n k  i f  i t  became an 

i s s u e  we would. I t  h a s n ' t  been. We have a procedure 

i n  p lace  w i t h  t h e  FRCC. And as a m a t t e r  o f  f a c t ,  t h e  

genera t ion  maintenance standards t h a t  we have and t h e  

w a y  t h a t ' s  done w i l l  r e a l l y  n o t  change between what 

we ' re  do ing today and t h e  way t h e  FRCC and t h e i r  r o l e  

i n  t h e  f u t u r e  as f a r  as genera t ion  maintenance goes. 

But t o  answer your ques t ion ,  if we ever g o t  
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i n t o  -- we have a coord ina ted  p lan ,  l e t ' s  s t a r t  w i t h  

t h a t .  And we 've  never asked a genera tor  t o  d e f e r  

maintenance o r  something l i k e  t h a t .  we've j u s t  never 

h i t  i t .  But  i t  cou ld  be done. I t  cou ld  be asked f o r  

by t h e  FRCC work ing w i t h  t h e  o t h e r  people t o  t r y  t o  

make sure we have enough reserves.  

Q How w i  11 compensation f o r  reschedul  i ng 

mai ntenance be c o l l  ected from G r i  dF1 o r i  da customers? 

A (By M r .  southwick) would t h a t  be b e t t e r  

asked o f  t h e  r a t e  wi tness? 

A (By  M r .  Mennes) I t h i n k  so. 

Q TO which wi tness? 

A (By M r .  southwick) The r a t e  w i tness .  I 

can say t h i s .  I t  would be a c o s t  o f  do ing  business t o  

G r i d F l o r i d a ,  and t h e y ' l l  have t o  recover  i t  through 

t h e i r  t a r i f f  s t r u c t u r e .  E x a c t l y  how t h a t  would happen 

I t h i n k  we should ask M r .  Ashburn. 

Q But presumably i t  would be i n c l u d e d  i n  t h e  

cos ts  o f  G r i d F l o r i d a  t h a t  would be p a i d  through 

charges by t h e  u t i  1 i ti es t h a t  p a r t i  c i  pa te  o r  rece ive  

s e r v i c e s  f rom i t ?  

A I would t h i n k  so. 

Q And t h e  way t h a t  -- you 've i n d i c a t e d  t h a t  

t h e r e  a re  cos ts  i n v o l v e d  i n  reschedul i ng maintenance 

now, a l though i t  may be v o l u n t a r y ,  and t h a t  those 
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cos ts  a r e  j u s t  recovered i n  t h e  c u r r e n t  r a t e s ;  

c o r r e c t ?  

A (By M r .  Naeve) I would say those cos ts  

make up p a r t  o f  t h e  revenue requirement o f  t h e  

u t i l i t y ,  and when they  f i l e  f o r  r a t e s ,  t h e y  would 

p robab ly  i n c l  ude those cos ts  i n t h e i  r r a t e s .  

Q And absent a r a t e  case, though, t h e  

ratepayers -- a t  l e a s t  t h e  ratepayers w o u l d n ' t  see any 

a d d i t i o n a l  cos ts  on t h e  b i l l ?  

A w e l l ,  I assume these types  o f  c o s t s  have 

been i n c u r r e d  f o r  some t ime ,  as l o n g  as t h e  u t i l i t y  

has been opera t i ng ,  so I would t h i n k  h i s t o r i c a l l y  

t h e y ' r e  always i n  r a t e s .  

Q L e t  me r e f e r  t o  pages 2 7  and 2 8  of t h e  

tes t imony.  There 's  a ques t i on  s t a r t i n g  a t  page 9,  

"what happens i f  one o f  t h e  G r i d F l o r i d a  companies o r  

another t ransmiss ion  customer wants t o  b u i  1 d 

f a c i  1 i ti es t h a t  G r i  dF1 o r i  da does n o t  b e l  i eve a r e  

necessary?" cou ld  you exp l  a i  n -- w i t h o u t  me g o i  ng 

back through and read ing  i t ,  cou ld  you j u s t  b r i e f l y  

e x p l a i n  what would happen i n  t h a t  c i  rcumstance? 

A (By M r .  Southwick) W e l l ,  b r i e f l y ,  w i t h o u t  

go ing  back t o  read i t ,  t h e  i n t e n t i o n  i s  t o  a l l o w  

u t i l i t i e s  who want t o  b u i l d  what we c a l l  enhanced 

f a c i l i t i e s  t o  be a b l e  t o  do so. The o n l y  caveat  i s  
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t h a t  G r i d F l o r i d a  has t h e  r i g h t  t o  say no i f  t h e r e ' s  a 

r e l i a b i l i t y  reason why they  should n o t  b u i l d  i t ,  which 

i s n ' t  l i k e l y ,  b u t  t hey  have t h a t  r i g h t .  And o t h e r  

than t h a t ,  t h e  u t i l i t y  can proceed t o  b u i l d  i t  a t  

t h e i  r own expense. 

Q They would b u i l d  i t  a t  t h e i  r own expense? 

A Yes. 

Q And those cos ts  would n o t  be r o l l e d  i n t o  

t h e  G r i d F l o r i d a  cos ts ,  i n t o  t h e  G r i d F l o r i d a  t a r i f f ?  

A T h a t ' s  c o r r e c t .  

Q okay. I n  t h e  tes t imony a t  page 34, t h e  

panel i n d i  cates t h a t  market p a r t i  c i  pants  a r e  requ i  red  

t o  submit balanced schedul es f o r  t h e  day-ahead 

market. cou ld  you j u s t  b r i e f l y  e x p l a i n  what i s  meant 

by a balanced schedule? 

A (By M r .  Ramon) L e t ' s  t a k e  a s imp le  example 

o f  your l oad -se rv ing  e n t i t y ,  your schedu l i ng  

c o o r d i n a t o r ,  and you have a thousand megawatts o f  l o a d  

t h a t  need t o  be served on a day-ahead b a s i s .  on a 

day-ahead bas i s ,  as schedul i ng coord i  n a t o r ,  you submit 

what 's  c a l l e d  a balanced schedule. YOU must 

demonstrate a thousand megawatts o f  resources t o  match 

t h e  thousand megawatts o f  l o a d  on a day-ahead b a s i s .  

T h a t ' s  t h e  s o - c a l l e d  balanced schedule. 

A number o f  o t h e r  t h i n g s  w i l l  be submi t ted 
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w i t h  t h a t  balanced schedule. As we mentioned e a r l i e r ,  

f o r  t h e  ba lanc ing  market purposes, those resources 

t h a t  a r e  p a r t  o f  your balanced schedule, you must 

submit  an incrementa l  and decremental b i d  f o r  a l l  o f  

those genera t ion  resources t h a t  make up your  schedule,  

and you must address t h e  necessary a n c i l l a r y  s e r v i c e s  

assoc ia ted  w i t h  t h a t  l o a d ,  whether you s e l f - p r o v i d e  

t h e  genera t ion  f o r  t h a t  o r  you go t o  t h e  RTO as t h e  

d e f a u l t  p r o v i d e r  t o  secure those anc i  11 ary s e r v i  ces . 
Q And i n  t h e  event t h a t  t h e r e ' s  n o t  balance, 

t h a t ' s  what t h e  ba lanc ing  energy market i s  designed t o  

cover? 

A YOU need t o  submit a balanced schedule,  

p e r i o d .  To t h e  e x t e n t  t h e  a c t u a l  t u r n s  o u t  t o  be 

d i f f e r e n t  than t h e  schedule, y o u ' l l  be s e t t l i n g  f o r  

those imbalances through t h e  ba lanc ing  market.  

Q okay. SO should t h e  ba lanc ing  energy 

market represent  a r e l a t i v e l y  smal l  amount o f  t h e  

t o t a l  energy t ransac t i ons?  

A Yes. I c a n ' t  g i v e  you a number, b u t  i t  

would be smal l  compared t o ,  l e t ' s  say, a f u l l  spo t  

market.  

Q I f  G r i d F l o r i d a  were t o  use, r a t h e r  than  a 

balanced -- r a t h e r  than t o  r e q u i r e  submission o f  

balanced schedules f o r  t h e  day-ahead market,  i f  i t  
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a l lowed an unbalanced schedule, i s  i t  c o r r e c t  t h a t  

t h a t  means t h e  resources a r e  n o t  f u l l y  committed o r  

reserved t o  meet a l l  t h e  expected loads? 

A what ' s t h e  quest ion? 

Q w i t h  an unbalanced schedule, i s  i t  c o r r e c t  

t h a t  t h e  resources a re  n o t  f u l l y  committed o r  reserved 

t o  meet  a l l  expected loads? 

A No. But ,  you know , G r i  d F l o r i  da' s p o s i t i o n  

i s  t h a t ,  you know, we ' re  d e a l i n g  w i t h  balanced 

schedules , n o t  unbalanced schedul es. o t h e r  RTOs , you 

know, p rov ide  f o r  s u b m i t t a l  o f  unbalanced schedules , 
and they  deal w i t h  t h e  r e l i a b i l i t y  aspect  o f  t h a t  i n  

d i f f e r e n t  ways, through balanced resources and those 

s o r t s  o f  t h i n g s ,  b u t  t h e  model f o r  G r i d F l o r i d a  i s  

balanced schedul es. 

Q And I guess t o  g e t  t o  m y  p o i n t ,  c o u l d  

G r i d F l o r i d a  move t o  an unbalanced schedule? 

A o n l y  through a process t h a t  i n v o l v e s  t h e  

board, t h e  adv i so ry  committee, t h e  market mon i to r ,  and 

a f i l i n g  w i t h  t h e  FERC. 

Q okay. SO i t  would requ i  r e  a d e c i s i o n  o f  

t h e  board and then approval  by FERC? 

A Yes. 

Q And i t  wou ldn ' t  requ i  r e  any approva ls  f rom 

t h i s  Commi ssion? 
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A o n l y  through t h e  market m o n i t o r i n g  

d i scuss ion  t h a t  we had e a r l i e r .  YOU know, t h e r e ' s  

p r o v i s i o n s  f o r  work ing w i t h  t h e  ~ l o r i d a  P u b l i c  s e r v i c e  

commi s s i  on through t h e  market mon i to r .  

COMMISSIONER JABER: M r .  Kea t ing ,  a r e  YOU 

about t o  l eave  t h a t  p o i n t ?  

MR. KEATING: I am. 

COMMISSIONER JABER: M r .  Ramon, back on 

page 2 7  o f  your test imony when you were t a l k i n g  about 

how a company cou ld  c o n s t r u c t  f a c i l i t i e s  even i f  

G r i  dF1 o r i  da d i d  n o t  agree t o  c o n s t r u c t  t h e  f a c i  1 i ti es 

on b e h a l f  o f  t h e  company's need, i t  seems t o  me t h a t  

t h a t ' s  i n e f f i c i e n t .  And as -- I would imagine t h a t  i t  

would be t h e  l oad -se rv ing  e n t i t y  t h a t  would c o n s t r u c t  

t h e  f a c i l i t i e s ,  and t h a t  would be i n  t h e  10U's r a t e  

base, so you would have new f a c i l i t i e s  t h a t  a r e  added 

i n t o  t h e  r a t e  base, and you would have t h e  G r i d F l o r i d a  

p a r t  i n  t h e  r a t e  base. I t  seems t o  me t h a t  we would 

want t o  p u t  i n  some s o r t  o f  s t r u c t u r e  t h a t  does n o t  

make i t  easy f o r  t h e  l oad -se rv ing  e n t i t y  t o  do t h a t  

when i t ' s  i n e f f i c i e n t .  Have you thought  about t h a t ?  

WITNESS RAMON: Yes. The i n t e n t  o f  t h e  

a b i l i t y  f o r  l oad -se rv ing  e n t i t i e s  t o  do t h i s  -- a 

s imp le  example migh t  be h e l p f u l .  L e t ' s  say Tampa 

E l e c t r i c  wants t o  p u t  i n  added r e l i a b i l i t y  f o r  a 
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s u b s t a t i o n  i n  t h e  downtown area,  t h a t  t h e  consequences 

o f  t h a t  s u b s t a t i o n  going o u t  a r e  q u i t e  d ramat ic ,  you 

have h i g h - r i s e  b u i l d i n g s  and e l e v a t o r s  and those s o r t s  

o f  t h i n g s .  And so t h e  s tandard f o r  G r i d F l o r i d a  would 

be us ing  t h e  FRCC and t h e  NERC p l a n n i n g  s tandards 

c r i t e r i a ,  t h e  s o - c a l l e d  N minus 1. I d o n ' t  w a n t  t o  

g e t  t o o  compl i cated , b u t  t h a t  s i n g l e  c o n t i  ngency 

p lann ing .  

If we wanted a second looped c i  r c u i  t i n  t h e  

downtown area f o r  what we b e l i e v e  i s  needed because o f  

t h e  consequences o f  l o s i n g  t h a t  much o f  a dense l o a d ,  

t hen  t h i s  i s  a p r o v i s i o n  t h a t  would a l l o w  Tampa 

E l e c t r i c  o r  Orlando o r  any l o a d - s e r v i n g  e n t i t y  t o  be 

a b l e  t o  do t h a t .  I t  would be a t  our  own n i c k e l .  And 

as l o n g  as those a re  t ransmiss ion  f a c i l i t i e s ,  you 

know, they  would be most l i k e l y  g i ven  over  t o  

G r i  d F l o r i d a .  

COMMISSIONER JABER: I t  seems t o  me, 

though, i n  a prudency r e v i e w ,  i f  i t  came back t o  t h e  

Commission as i t  r e l a t e s  t o  t h a t  l o a d - s e r v i n g  e n t i t y ,  

i t  pu ts  us i n  a p o s i t i o n  o f  seeking f rom G r i d F l o r i d a  

i t s  o p i n i o n  as t o  whether those f a c i l i t i e s  were 

p r u d e n t l y  const ructed.  I t  s t r i k e s  me t h a t  i f  t h e r e ' s  

a need f o r  a d d i t i o n a l  f a c i l i t i e s ,  whether i t  be 

something as s imple as a l o o p  o r  more than t h a t ,  t h a t  
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G r i d F l o r i d a  would do i t . 

WITNESS RAMON: w e l l ,  G r i d F l o r i d a  i s  t r y i n g  

t o ,  you know, do t h i n g s  a t  l e a s t  c o s t  and a s tandard 

way. They w i l l  have t o  develop s tandards.  I t h i n k  we 

would a l l  app rec ia te  t h a t  i t  would have t o  be c a r r i e d  

o u t  i n  an e q u i t a b l e  manner i n  terms o f  t h e  

t ransmiss ion  a d d i t i o n s  t h a t  a re  p u t  i n  p l a c e  t h a t  a l l  

l o a d  under G r i d F l o r i d a  has t o  pay f o r .  So i f  t h e r e ' s  

addi  t i  onal  t ransmi  s s i  on t h a t  a p a r t i  c u l  a r  1 oad-serv i  ng 

e n t i t y  wants, l i k e  t h e  example t h a t  I j u s t  p rov ided,  

we need t o  somehow make a p r o v i s i o n  f o r  t h a t .  

I understand where y o u ' r e  coming from, 

though, you know, i f  t h a t ' s  something t h a t  G r i d F l o r i d a  

w o u l d n ' t  do on t h e i r  own, and t h e  l o a d - s e r v i n g  e n t i t y ,  

Tampa E l e c t r i c ,  you know, f e e l s  i t ' s  necessary, so i t  

would i n v o l v e  t h i s  Commission on t h a t  expense, because 

i t  would be an expense t h a t  Tampa E l e c t r i c  would be 

pay ing f o r  a d d i t i o n a l  t ransmiss ion  s e r v i c e  more than 

what G r i d F l o r i d a  would p rov ide .  

COMMISSIONER PALECKI:  And under ou r  

c u r r e n t  s t a t u t o r y  scheme, I t h i n k  t h a t  t h i s  commission 

would s t i l l  have some say as t o  whether e i t h e r  

G r i d F l o r i d a  o r  t h e  i n d i v i d u a l  u t i l i t y  made t h a t  

t ransmiss ion  a d d i t i o n .  wou ldn ' t  t h a t  be c o r r e c t ?  

WITNESS RAMON: I b e l i e v e  S O .  
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WITNESS NAEVE: No, t h e y  would have t o  

come t o  you f o r  -- ~ ' m  n o t  an e x p e r t  on your  s i t i n g  

s t a t u t e ,  so I probably  s h o u l d n ' t  op ine  on t h i s ,  b u t  I 

expect they  would have t o  come t o  you f o r  s i t i n g  

a u t h o r i t y  t o  make t h a t  a d d i t i o n ,  and -- 

COMMISSIONER PALECKI :  what I ' m  t h i n k i n g  i s  

t h a t  i f  we saw t h a t  i t  wasn ' t  i n  t h e  p u b l i c ' s  b e s t  

i n t e r e s t s ,  we cou ld  see t o  i t  t h a t  i t  was b u i l t  by t h e  

e n t i t y  t h a t  cou ld  do i t  i n  t h e  most c o s t - e f f e c t i v e  

manner. And i f  we saw i t  was n o t  something t h a t  

needed t o  be b u i l t ,  I t h i n k  we c o u l d  deny a 

de te rm ina t ion  o f  need f o r  t h a t  f a c i l i t y .  

WITNESS NAEVE: I t h i n k  i n  some ways t h i s  

s tandard was p u t  i n  t h e r e  t o  a c t u a l l y  achieve 

e f f i c i e n t  r e s u l t s ,  because t h e  e x p e c t a t i o n  i s  n o t  t h a t  

G r i  dF1 o r i  da w i  11 have 1 ow standards ; t h e  e x p e c t a t i o n  

i s  t h a t  t h e y ' l l  have very h i g h  s tandards,  h i g h  

standards and u n i f o r m l y  a p p l i e d  t o  everybody. 

But h y p o t h e t i c a l l y ,  you may have one e n t i t y  

o u t  t h e r e  t h a t  says, "Notwi t h s t a n d i  ng those h i g h  

standards,  I want t o  have r e l i a b i l i t y  t h a t ' s  even 

b e t t e r  than t h a t ,  and consequent ly,  I want t o  add i n  

f a c i  1 i ti es t h a t  exceed t h e  G r i  dF1 o r i  da standards.  

And i f  they  had t h e  a b i l i t y  t o  do t h a t  and f o r c e  

everybody e l s e  i n  t h e  s t a t e  t o  pay f o r  i t , i t  would be 
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an easy d e c i s i o n ,  because t h e y  d o n ' t  have t o  pay f o r  

i t  themselves. But i f  they  have t o  pay f o r  i t  

themselves, then t h e y ' r e  go ing  t o  make a more economic 

d e c i s i o n  as t o  whether i t ' s  r e a l l y  wor th  i t .  SO I 

t h i n k  i t  probably  does produce more economic choices.  

WITNESS SOUTHWICK: Another example O f  what 

we were i n t e n d i n g  t o  cover here would be, f o r  example, 

a b e a u t i f i c a t i o n  p r o j e c t ,  o r  i f  a l i n e  c o u l d  be b u i l t  

overhead p e r f e c t l y  adequate ly ,  b u t  f o r  some reason t h e  

LSE wanted t o  b u i l d  i t  underground w i t h  a c o s t  

d i f f e r e n t i a l ,  t h e  i n t e n t i o n  here was t h a t  we c o u l d  do 

t h a t ,  b u t  they  would have t o  pay t h e  d i f f e r e n t i a l .  

T h a t ' s  j u s t  another example o f  how t h i s  c o u l d  app ly .  

BY MR. KEATING:  

Q S t a r t i n g  a t  page 35 o f  t h e  panel tes t imony,  

you d iscuss  how market power w i l l  be addressed and t h e  

p r i c i n g  o f  ba lanc ing  energy, and i n  your  tes t imony  you 

s t a t e  t h a t  t h e r e  a r e  two a l t e r n a t i v e s  t h a t  G r i d F l o r i d a  

has p u t  be fo re  FERC as proposals  t o  address t h a t  

i s s u e .  I s  i t  c o r r e c t  under A l t e r n a t i v e  A t h a t  

u t i l i t i e s  -- t h a t  F l o r i d a  Power & L i g h t  -- I ' m  s o r r y .  

That  u t i l i t i e s  t h a t  do n o t  c u r r e n t l y  have market-based 

r a t e  a u t h o r i t y  would b i d  and rece ive  no more than  

t h e i  r cos ts  f o r  b a l  anc i  ng s e r v i  ces? 

A (By M r .  Mennes) T h a t ' s  c o r r e c t .  

FLORIDA PUBLIC  SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20  

21 

2 2  

2 3  

24 

2 5  

499 

Q Okay. And those two u t i l i t i e s  o f  t h e  t h r e e  

t h a t  a r e  p a r t i  c i  p a t i  ng i n G r i  dF1 o r i  da a r e  F1 o r i  da 

Power & L i g h t  and F l o r i d a  Power Corpo ra t i on ;  i s  t h a t  

c o r r e c t ?  

A (By M r .  Ramon) Are t h e y  t h e  -- I ' m  s o r r y .  

I d i d n ' t  hear.  

Q The two u t i l i t i e s  t h a t  c u r r e n t l y  do n o t  

have market-based r a t e  a u t h o r i t y ,  t h a t  i s ,  i n - s t a t e ,  

i n  t h e  S t a t e  o f  F l o r i d a ,  a r e  F l o r i d a  Power & L i g h t  and 

F l o r i d a  Power Corporat ion? 

A c o r r e c t .  

Q okay. under A l t e r n a t i v e  A, though, TECO, 

because i t  has market-based r a t e  a u t h o r i t y  w i t h i n  t h e  

s t a t e ,  cou ld  b i d  a market-based r a t e  f o r  energy and 

rece ive  t h e  market c l e a r i n g  p r i c e ;  c o r r e c t ?  

A Today we have market-based r a t e  a u t h o r i t y .  

YOU have t o  r e a l i z e  t h a t  t h e  ba lanc ing  energy, t h e  

ba lanc ing  market, which i s  what A l t e r n a t i v e  A and B 

addresses, a r e  under what FERC c a l l s  a n c i l l a r y  

se rv i ces ,  so we would have t o  f i l e  f o r  market-based 

r a t e  a u t h o r i t y  f o r  p r o v i  d i  ng t h i  s s e r v i  ce. 

Q Do any o f  t h e  t h r e e  p a r t i c i p a n t s  c u r r e n t l y  

have -- have they  c u r r e n t l y  rece ived market-based r a t e  

a u t h o r i t y  f o r  these types o f  ba lanc ing  energy 

serv ices? 
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A (By M r .  Mennes) Not i n  t h e  S t a t e  o f  

F1 o r i  da. 

A ( B y  M r .  Ramon) And again,  we have i t  i n  

genera l  f o r  power sa les .  But  f o r  t h i s  a n c i l l a r y  

s e r v i c e ,  we would have t o  f i l e  f o r  i t . 

Q w i t h  respect  t o  F l o r i d a  Power Corpo ra t i on ,  

a r e  you i n  t h e  same s i t u a t i o n  as F l o r i d a  Power & L i g h t  

on t h a t  issue? 

A ( B y  M r .  southwick) Yes. 

Q would i t  be c o r r e c t  t o  say t h a t  t h e  energy 

ba lanc ing  market i s  t y p i c a l l y  an hour-by-hour market? 

A (By M r .  Ramon) Yes. 

Q And i s  t h a t  s i m i l a r  t o  t h e  economy and t h e  

emergency energy markets i n  t h a t  respect? 

A No. You know, t h e  ba lanc ing  market i s  

i n t r a h o u r ,  and I would t h i n k  t h e  -- I t h i n k  what 

y o u ' r e  moving t o  i s  t h e  s o - c a l l e d  schedule A and B y  

and those are  t y p i c a l l y  i n t e r h o u r .  

Q And by i n t e r h o u r  you mean l e s s  than an 

hour? 

A No .  

Q HOU r l  y? 

A Hour ly  . 
Q speci  f i c a l l  y hou r l  y , and economy and 

emergency would n o t  n e c e s s a r i l y  be h o u r l y ?  
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A (By M r .  Ramon) NO, emergency would be 

hour1 y. 

A ( B y  M r .  Mennes) Emergency would be? 

A (By M r .  Ramon) Yes. 

A (By M r .  Mennes) The ba lanc ing  would be 

done j u s t  w i t h i n  t h e  hour,  where t h e  o t h e r s  would be 

more o f  a schedule t h a t  would l a s t  a l o n g e r  p e r i o d  o f  

t i m e  as opposed t o  a -- 

Q under A l t e r n a t i v e  A ,  would F l o r i d a  Power & 

L i g h t  and F l o r i d a  Power c o r p o r a t i o n  be a b l e  t o  f i l e  

f o r  approval  o f  a new r a t e  f o r  energy ba lanc ing  t h a t  

recovers some f i x e d  cos ts  as w e l l  as v a r i a b l e  cos ts?  

A (By M r .  southwick) D id  you say would we 

have t o ?  

Q would you be a b l e  t o ?  

A (By M r .  Naeve) We would be a b l e  t o  f i l e ;  

t h a t ' s  c o r r e c t .  

Q I f  F l o r i d a  Power & L i g h t  and F l o r i d a  Power 

Corpora t ion  d i d  make such a f i l i n g ,  would i t  be t h e i r  

i n t e n t  t o  seek recovery o f  some f i x e d  cos ts?  

A (By M r .  southwick) I would say so, yes. 

Q Is i t  c o r r e c t  t h a t  under A l t e r n a t i v e  A,  a l l  

s u p p l i e r s  w i t h  market-based r a t e  a u t h o r i t y  would be 

p a i d  t h e  market c l  e a r i  ng p r i  ce, whi 1 e suppl i e r s  

w i t h o u t  market-based r a t e  a u t h o r i t y  would be capped a t  

~~ ~~~~ 
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t h e  new cost-based r a t e ?  

A (BY M r .  Ramon) Yes. 

Q would t h e  buyer o f  ba lanc ing  energy pay an 

average p r i c e ?  

A (By M r .  southwick) Yes. 

A (By M r .  Ramon) Yes. 

Q So t o  p rov ide  an example, i f  F l o r i d a  Power 

& L i g h t ' s  p r i c e  i s  capped a t  $50 per  megawatt-hour 

under A l t e r n a t i v e  A ,  and TECO b i d  $60 pe r  

megawatt-hour, and t h e  c l e a r i n g  p r i c e  i s  $100 per  

megawatt-hour, TECO would g e t  t h e  c l e a r i n g  p r i c e ,  $100 

per  megawatt-hour, b u t  F l o r i d a  Power & L i g h t  would 

o n l y  g e t  $50 per  megawatt-hour; i s  t h a t  c o r r e c t ?  

A ( B y  M r .  Naeve) I t h i n k  you 've  assumed t h a t  

t h e y ' v e  a p p l i e d  f o r  and rece ived market-based r a t e  

a u t h o r i t y ,  TECO has. 

Q Yes, t h a t  i s  an assumption i n  t h e  ques t ion .  

A I f  t h a t  assumption were c o r r e c t ,  then your  

response i s  c o r r e c t .  

Q okay. But  regard less  o f  t h a t  d i f f e r e n t i a l  , 

t h e  buyer rece ives  some s o r t  o f  average p r i c e ?  

A T h a t ' s  r i g h t .  

A (By M r .  Ramon) Remember, imbalance i s  a 

se t t l emen t  a f t e r  t h e  f a c t ,  so i t ' s  based on t h e  

average o f  those c l e a r i n g  p r i c e s .  
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Q under A l t e r n a t i v e  B ,  which s t a r t s  on page 

36, each p a r t i c i p a n t  would be p a i d  what t h e y  b i d ;  

c o r r e c t ?  

A (By M r .  Mennes) No. J u s t  t h e  p a r t i c i p a n t s  

t h a t  have market-based power, I mean, t h a t  a r e  n o t  -- 

Q I ' m  j u s t  go ing  t o  ask, i n s t e a d  o f  t r y i n g  t o  

s i t  here and s o r t  t h i s  o u t  myse l f  -- 

A we ' re  t a l k i n g  here t o  see i f  we need t o  

c l a r i f y  t h a t .  The e n t i t i e s  w i t h o u t  market power, I 

answered no, would everybody, you know, r e c e i v e  what 

they  b i d ,  and t h e  answer i s  no. The e n t i t i e s  w i t h o u t  

market-based power would. Any o t h e r  e n t i t y  t h a t  i s  

p a r t i c i p a t i n g  i n  t h e  market would rece ive  t h e  cap 

p r i  ce. 

A (By M r .  Ramon) You' re  p a i d  what you b i d ,  

b u t  those who do n o t  have market-based r a t e  a u t h o r i t y  

a r e  s u b j e c t  t o  a cap. 

MR. C H I L D S :  I s n ' t  t h a t  on l i n e s  2 and 3 of 

page 37? 

MR. KEATING:  I b e l i e v e  so .  And t h a t ' s  

p a r t  o f  m y  confusion, and ~ ' m  n o t  sure i f  t h e  answer 

i s  c o n s i s t e n t  w i t h  t h a t  l i n e .  

WITNESS MENNES: S o ,  i n  o t h e r  words, no 

market c l  e a r i  ng p r i  ce i s c a l  c u l  a ted.  

COMMISSIONER DEASON: They g e t  p a i d  what 
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t h e y  b i d  un less  t h e y ' r e  s u b j e c t  t o  a cap, and then  

t h e y  c a n ' t  charge more than  t h e  cap. IS t h a t  c o r r e c t ?  

WITNESS NAEVE: W e l l ,  I t h i n k  t h e  c o r r e c t  

w a y  t o  phrase t h i s  i s ,  everybody ge ts  p a i d  what t h e y  

b i d .  However, e n t i t i e s  t h a t  do n o t  have a u t h o r i z a t i o n  

t o  c o l l e c t  market c l e a r i n g  p r i c e s  a r e  capped i n  what 

t h e y  can b i d .  S o  i f  t h e i r  cap i s  $40 and t h e y  b i d  

$40, t h a t ' s  what t h e y  g e t .  I f  t h e i r  cap i s  $40 and 

t h e y  b i d  $30, t hey  o n l y  g e t  $30. SO t h e y  pay w h a t  

t h e y  b i d ,  b u t  some people a re  r e s t r a i n e d  i n  what t h e y  

can b i d .  

BY MR. KEATING: 

Q Okay. SO t h e r e ' s  j u s t  no market c l e a r i n g  

p r i c e ?  I s  t h a t  t h e  d i s t i n c t i o n  w i t h  A l t e r n a t i v e s  A 

and B? 

A (BY M r .  Mennes) Cor rec t .  

Q Does t h e  method o f  de te rm in ing  t h e  

ba lanc ing  p r i c e  o f  energy r e q u i r e  any f u r t h e r  approval  

by FERC once G r i d F l o r i d a  has been approved? 

A (By M r .  Naeve) Yes. We've submi t ted  two 

a l t e r n a t i v e s ,  and t h e  Commission i s  go ing  t o  have t o  

approve one o f  those a1 t e r n a t i v e s .  

Q Once one o f  those i s  approved, i f  

G r i d F l o r i d a  wished t o  use a d i f f e r e n t  method, would i t  

requ i  r e  FERC approval  ? 
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A Yes, i t  would. 

Q Okay. And would t h a t  f i r s t  r e q u i r e  

approval  o f  t h e  board o f  G r i d F l o r i d a ?  

A w e l l  , agai n , under t h e  i ndependence 

requirement o f  Order 2000, an RTO has t o  have c o n t r o l  

over  i t s  t a r i f f s .  so consequent ly,  b e f o r e  t h e  RTO 

were t o  make a t a r i f f  change, i t  would have t o  have 

consent o f  i t s  management. And i f  t h e  management 

consented t o  t h a t ,  then t h e y  would make t h e  f i l i n g ,  

and then FERC would have t o  agree t o  i t .  

Q would a change i n  t h a t  approach r e q u i r e  any 

approval  by t h i  s Commi s s i  on? 

A I d o n ' t  t h i n k  so. 

Q DO you agree t h a t  t h e r e  can be i ns tances  o f  

l o c a l i z e d  market power? I n  o t h e r  words, cou ld  market 

power c rop  up e s s e n t i a l l y  a t  any t ime .  

A I t h i n k  you may have mixed your  metaphors 

t h e r e .  one went t o  p lace ,  and one went t o  t ime .  

Loca l i zed  market power goes t o  l o c a t i o n .  And i n  most 

markets,  and I suspect i n  F l o r i d a ,  t h e r e  a r e  

s i t u a t i o n s  where you can have l o c a l i z e d  market power. 

Q And cou ld  bo th  t a k e  p lace  a t  t h e  same 

t ime? I ' m  s o r r y .  cou ld  you have b o t h  -- s t r i k e  

t h a t .  Lunch w i l l  go a l o n g  way towards g e t t i n g  t h e  

b lood going back through -- 
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COMMISSIONER DEASON: We were hoping t o  

f i n i s h  your cross-examinat ion b e f o r e  1 unch. 

MR. KEATING: I understand. T h a t ' s  t h e  

downside. I a m  g e t t i n g  very c l o s e .  

COMMISSIONER DEASON: Good. 

BY MR. KEATING: 

Q I re ferenced a FERC o rde r  i n  t h e  d e p o s i t i o n  

o f  t h e  panel ,  and I d o n ' t  know i f  you a l l  have had a 

chance t o  l o o k  a t  t h a t  s i n c e  t h e  d e p o s i t i o n .  I t h i n k  

we d i d n ' t  go i n t o  much d e t a i l  i n  t h e  o r d e r .  I have i t  

a v a i l a b l e  t o  hand o u t  as an e x h i b i t ,  b u t  i f  you would 

l i k e  t o  -- 

A (By M r .  Ramon) I have a copy. 

A (By M r .  Naeve) I ' v e  read t h e  o r d e r ,  b u t  I 

d o n ' t  have a copy w i t h  me, so i f  you w o u l d n ' t  mind 

g i v i n g  me a copy, I would apprec ia te  i t .  

MR. KEATING: okay. L e t  me go ahead and 

have t h a t  d i s t r i b u t e d .  And we would l i k e  t o  have t h a t  

marked as t h e  nex t  e x h i b i t  number, which I b e l i e v e  may 

be 9.  

COMMISSIONER DEASON: Exhi b i t  9. 

( E x h i b i t  9 was marked f o r  i d e n t i f i c a t i o n  

and received i n t o  e v i  dence . ) 
( T r a n s c r i p t  cont inues i n  sequence i n  

volume 4.) 
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