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PUBLIC UTILITY LAW

July 12, 2002

VIA HAND DELIVERY

Blanca S. Bayo, Director
Division of Commission Clerk and

Administrative Services
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0800

Re:  Docket No. 020233-EI - Review of GridFlorida Regional Transmission

Organization (RTO) Proposal.

Dear Ms. Bayo:

Attached please find the original and fifteen copies of JEA’s Response to Applicant’s Market
Design Comments to be filed in the above-styled docket. Also attached is a copy to be stamped and
returned to our office.

Should you have questions or need any additional information, please contact me.

Thank you for your assistance in this matter.

Very truly yours,

Suzanne Brownless
Attorney for JEA
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Review of GridFlorida

Regional Transmission DOCKET No. 020233-EI

Organization (RTO} Proposal. Filed: July 12, 2002
/ _

JEA’S RESPONSE TO APPLICANTS’
MARKET DESIGN COMMENTS

Pursuant to Order No. PSC-02-0865-PCO-EI, issued on June 25,
2002, JEA, through its undersigned counsel, submits its Response to
Applicant’s Market Design Comments in the above-styled docket and

states as follows: |

LOCATIONAL MARGINAL: PRICING MODEL

The Applicants originally submitted both to the Federal Energy
Regulatory Commission (FERC) and to this Commission a market model
based upon physical transmission rights (PTRs) allocated to each
Load Serving Entity (LSE) based on historic load and projected load
growth reallocated on an annual basis. Applicants are now
proposing a Liocational Marginal Pricing (LMP) model, referred to by
the Applicants as the Revised GridFlorida Market Design (RMD), in
which financial transmission rights (FTRs) are allocated to each
LSE based on historic load and projected load growth.'

[Applicants’ Comments at 3]

! During the July 8 teleconference Applicants stated that FTIRs
would be reallocated annually as in the original proposal.
However, in the July 24 filing reallocation is not specifically .
provided for. This is of some concern since it is JEA's
understanding that Applicants have completely abandoned the-’
original market design proposed in the March 20th filing and that ...
only the provisions specifically stated in the Supplemental Post- ::

Workshop Comments submitted on July 2 are now being proposed.
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In general JEA supports this modification to LMP, agreeing
with the Applicants that it will reduce the number of "seams"
issues to be negotiated between GridFlorida and SeTrans. However,
Applicants have only filed a very short, summary document and have
not developed details or tariff language to support the RMD.
Further, Applicants have stated that the details and this tariff
language will be developed "following Commission approval of the
Revised GridFlorida Market Design." [Applicants’ Comments at 4-5]

Applicants further state that "a great deal of work is
required to go from general principles to the implementation of
specific market rules and procedures." [Applicants’ Cqmments at 4]
JEA concurs with this statement and suggests that thé devil is in
the very details which have yet to be developed. Wholesale market
design is an area which is inherently complex and is literally
being created from scratch. Under these circumstances, the
Commission should both regquire Applicants to develop and file
revised tariff language supporting its RMD proposal and hold an
evidentiary hearing on the filing.

JEA understands and appreciates the Applicants’ desire to
acquire Commission approval as quickly as possible and move on to
FERC. However, approval of Applicants’ RMD without the final
tariff language, or at a minimum more details concerning the

implementation of the principles outlined in the RMD? and an

2 For example, Applicants state that the LMP proposal is "a

financial rights model with locational (or "nodal") pricing."
[Applicants’ Comments at 2] Under this system "market prices will
be established for each node on the system.™ [Id.] When
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evidentiary hearing, produces several bad results.

First, under the Applicants’ proposal, the forum for
Commigsion review and action will be removed to FERC. The
Commission will be one intervenor among many offering its comments
for FERC’s consideration, comments which do not have the wéight of
being supported by record evidence or by a process in which non-
Applicant stakeholders were given a chance to offer expertise and
raise issues.

Second, i1f the Commission is only given an outline of the RMD
to review, how meaningful can the Commission’s approval, or
rejection, of the RMD be? The lack of detail regarding the RMD
proposal ig a de facto limitation on the Commission’s role in its
review. There are many questions concerning the RMD, few of which
were answered during the Applicant’s teleconference this Monday,
July 8th. However, as a result of that conference, it is now clear
that some of the most fundamental implementation issues for the RMD
have not even been discussed among the Applicants themselves, much
less provided to the stakeholders and Commission staff. The gimple

truth is that without more implementation detail than has been

questioned during the July 8th teleconference, Applicants stated
that they had not identified the "nodes" nor really determined
which RTO facilities would be classified as nodes for pricing
purposes, i.e., substations of 69 kV or 115 kV, grouping of nodes,
etc. Nor had the Applicants conducted studies to project a market
clearing price range, presumably because it would be impossible to
do so without knowing the location of the proposed nodes. Further,
Applicants have not identified the factors used to develop the
market clearing prices at each node, i.e., line losses, miles of
transmission,etc. Without these fundamental pieces of information,
neither JEA nor the Commission can reliably evaluate Applicants’
RMD.
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provided by the Applicants, the Commission’s approval or rejection
of the RMD will be highly restricted in its application and scope.

Third, the Applicants’ July 2 filing represents a compléte
change of course on the most significant issue in RTO formation
without input from non-Applicant stakeholders. Only after ﬁhe fact
did the Applicants initiate a conference call to discuss the RMD,
four days prior to the date by which comments regarding the RMD
were due to be filed.® However, Applicants did not solicit
participation from anyone else in the formation of the RMD. The
Commission has indicated that stakeholders should "continue to
negotiate any remaining issues between them." [Order |PSC-02-0865-
PCO-EI (Order 02-0865) at 3] JEA suggests that initiating an
evidentiary hearing process, with full disclosure of information
and development of issues, will actually facilitate and focus
meaningful negotiation between the stakeholders.

ALLCCATION OF FTRS

Applicants have made several statements with regard to

allocation of FTRs:

[A] l1location of rights to existing users and
future load growth included in the current
GridFlorida market design will be retained,
adjusted as necessary to reflect the financial
rights model. LSEs thus will be allocated
FTRs based on their use of the GridFlorida
transmission system to serve their loads*;

> While Applicants have scheduled another informational face-
to-face meeting in Tampa on July 29th to discuss the RMD, this

meeting is after the Intervenors’ comment filing date of Friday,
July 12th.

* Applicants’ Comments at 3 (Emphasis added).
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[F]linancial rights should be allocated to
existing users in amounts necessary to
reliably preserve their existing uses, without
the need to participate in an auction
process’;
The GridFlorida Companies belileve that it is
imperative that existing users are protected
to the extent possible against increased costs
for the services they receive today®; and
The Commission thus should specifically find
that under the GridFlorida market design
existing users and future load growth will be
allocated financial rights, without the need
to participate in an auction process, as
necessary to preserve their existing rights.’
JEA read these statements as retaining the allochtion method
originally proposed for PTRs (at least with regard to the initial
allocation): an allocation based upon historic usage plus load
growth as projected by the Load Serving Entities (LSEs) in their
Ten Year Site Plansg filed with the Commission. During the July 8th
conference call, BApplicants disabused JEA of this incorrect
interpretation. As JEA now understands it, while the Applicants
fully intend to allocate FTRs to allow LSEs to meet current and
projected loads, the mechanism for doing so has not yet been
decided.

JEA supports the initial allocation of FTRs rather than an

initial auction process. However, as discussed previously, JEA

® Applicant’s Comments at 3.

¢ Applicants’ Comments at 12 (Emphasis added).
7 Applicants’ Comments at 13.
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must retain FTRs for its CBM or risk the reliability and cost
effectiveness of its system. Allocation of FIRs for CBM is
entirely consistent with the Applicants’ statements quoted abo&e.
To the extent that the Applicants have provided no detail regarding
the allocation methodology, and as such possibly no resolution of
JEA’s CBM issue, JEA is unable to support this aspect of the RMD
proposal.

ICE

JEA agrees with the three general principles contained in the
Applicants’ Comments, which appear to be a restatement of the
"Capacity and Energy Obligations" section of Attachment W of the
Open Access Transmission Tariff (OATT). [oATT, Aftachment W,
§IT.A.] As JEA understands this section, it was the Applicants’
original intention for the Commission, through its statutory review
of Ten Year Site Plans formulated by utilities in compliance with
Florida Reliability Coordinating Council (FRCC) standards, to
establish reserve margins and generation needs on a long-term basis
for the State, i1.e., statewide needs for a ten-year planning
horizon. The RTO, through its designation of each LSE’s capacity
and energy requirement, would then allocate "a portion of that
capacity requirement to each LSE."® [Applicants’ Comments at 15]
These allocations of ICE for each LSE would be done on a short-term

basis, at least yearly but perhaps as frequently as monthly, with

® It was unclear if, or how, any Commission determination of

need for any specific utility during a need determination for a
proposed power plant or transmission line would impact the RTO’s
allocation of statewide needs to that utility.
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enforcement via "deficiency auction, deficiency charge, and/or
other mechanisms." [OATT, Attachment W, §II.C.]

JEA understands that this basic scheme is the same under the
RMD, but that the means of enforcement have not yet been set. In
fact, the Applicants have requested that the Commission‘make a
n"gpecific finding" with regard to the type of enforcement mechanism
that should be included in the OATT. [Applicants’ Comments at 15]
The Commission should not make a "specific finding" on the type of
enforcement the RTO is able to dispense without an evidentiary
hearing on which to base its decision. Nor should the Commission
act without more details about how the statewide needp identified
by the Commission will actually be allocated among the state’s
LSEs.

JEA also notes that through its immediate ability to enforce
the ICE provisions, especially if the enforcement mechanism relied
upon is forced purchase of capacity coupled with an imbalance
penalty, the RTO will, in fact, have more direct impact on the
amount of capacity perceived by the state’s utilities as actually
"needed" than any amount set by order of the Commission.

Imbalance penalties

Applicants are apparently convinced that in the newly created
Florida wholesale market, real-time prices will not be permitted to
rise to levels that will truly offer disincentives for LSEs who
rely "unduly" upon the real-time market. [Applicants’ Comments at
16] Thus, they propose to add imbalance penalties to the ICE
requirements discussed above. [Id.] Again, the Applicants have
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not worked out the details of when penalties would be imposéd, i.e,
how much an LSE would have to deviate over its scheduled load
before penalties would be imposed. Nor have Applicants determined
what these penalties would be. Again, while JEA is not opposed to
this proposal on a conceptual basis, the details need to be
presented before JEA can support this idea.

Procedural proposal

As was discussed during the July 8th conference call, the
majority of the Applicants’ March 20th compliance filing positions
have been retained by the Applicants, e.g., IOU membership on the
Board Selection Committee, ISO structure, plannindg, existing
transmisgssion agreements, ICE, market monitor structure. JEA would
suggest that for these issues, the Commission has both adequate
information and stakeholder input to issue a final "compliance"
order.

However, arguably the most important issue, market design, has
been radically changed at literally the eleventh hour £from that
proposed on March 20th and that previously approved by the
Commission in Order No.PSC-01-2489-FCF-EI, issued December 20,
2001. Further, this change was made without providing the
Commission or stakeholders with either c¢rucial details or
participation. And, to the extent that the RMD details have been
disclosed by the Applicants, many of these positions were

specifically rejected by the Commission in Order No. PSC-01-2489-
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FOF-EI.’ Obviously, a FTR market design proposal, and the numerous
subissues associated with it'®, are inconsistent with a
"compliance" type of review. For these issues the Applicants must
be required to provide both more detail and data supporting why
these changes are now in the ratepayers’ best interests.

JEA fully supports the development of the details of the RMD
by a collaborative process as dquickly as possible. FERC has
indicated that it will issue a Notice of Proposed Rule on Standard
Market Design (SMD) by the end of this month. FERC’s SMD is the
logical starting place for the collaborative effort necessary to
reach consensus on the details of the RMD for GridKlorida. By
filing the July 2d RMD, apparently without consulting anyone other
than each other, the Applicants have demonstrated little commitment
to a truly collaborative process. The existing GridFlorida
Advisory Committee conducts open meetings and has representatives
from all stakeholder groups, including the Applicants. For these
reasons, the Advisory Committee is the proper entity to conduct the
collaborative effort necessary to develop a RMD with wide support
among all stakeholders.

Once a consensus has been reached and the RMD tariff language

? For example, market clearing prices were rejected in favor
of a "get what you bid" approach because the Applicants had not
demonstrated that there were enough participants in the market or
that there were mechanisms in place to adequately address localized
market power issues. 01 FPSC 12:316,331 (2001).

Y For example, allocation methodology for FTRs, imbalance
penalties, enforcement mechanisms for the market monitor, POMA,
mechanisms to prevent the exercise of localized monopoly market
power, etc.
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has been developed, this matter should be expeditiously set for
hearing. It is only through a full evidentiary hearing with cross-
examination on these issues that the Commission can develop béth
the record and knowledge that it needs to reach a well reasoned
decision on this crucial structural change to the State’s électric
grid.

Respectfully submitted this 12th day of July, 2002 by:

MWM

Suza@ne Brownless

1975 Buford Blwvd.

i Tallahassee, FL 32308

‘ Phone: (850) 877-5200

FAX: (850) 878-0090

E-mail: sbrownless@comcast.net

i Michael B. Wedner
Agsistant General Counsel
117 West Duval Street

Suite 480

Jacksonville, Florida 32202
Phone: (904) 630-1834

FAX: (9504) 630-1316

R s —

Attorneys for JEA

DI

c: 3612
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished by

U.S. Mail to all parties listed below and also by (*) Hand-Delivery as indicated on this A4
day of Q,i\,«,QAaf , 2002,

1”4

(*) William Keating, Esq. Duke Energy North America
Florida Public Service Commission Lee E. Barrett
2540 Shumard Oak Blvd. _ 5400 Westheimer Court
Tallahassee, FL 32399-0850 Houston, TX 77056-5310
Mark Sundback, Esq. David L. Cruthrids, Esq.
Andrews & Kurth Law Firm 1000 Louisiana Street
1701 Pennsylvania Ave., N.W. Suite 5800
Suite 300 Houston, TX 77002-5050
Washington, DC 20006
Lee L. Willis, Esq. Michelle Hershel I
Tames D. Beasley, Esq. Florida Electric Coop. Association, Inc.
Ausley & McMullen Law Firm 2916 Apalachee Parkway
227 South Calhoun Street Tallahassee, FL. 32301
Tallahassee, F1. 32301
Calpine Corporation Peter Antonacci, Esq.
Thomas W. Kaslow Gordon H. Harris, Esq.
The Pilot House, 2d Floor Gray, Harris Law Firm
Lewis Wharf( 301 South Bronough Street
Boston, MA 02110 Tallahassee, F1L 32302-3189
John W. McWhirter, Esq. Bruce May, Esq.
McWhirter, Reeves Law Firm Holland & Knight Law Firm
400 North Tampa Street Bank of America
Suite 2450 315 South Calhoun Street
Tampa, FL 33601-3350 Tallahassee, FL 32302-0810
Frederick M. Bryant, Esq. David Owen, Esq.
FMPA Assistant County Attorney
2061-2 Delta Way Lee County
Tallahassee, FL 32303 P. O. Box 398

Ft. Myers, FL 33902
Joseph A. McGilothlin, Fsq. (*) Michael B. Twomey
McWhirter, Reeves Law Firm P. O. Box 5256
117 South Gadsden St. Tallahassee, FL 32314-5256

Tallahassee, FI. 32301
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R. Wade Litchfield, Esq.
Office of General Counsel
700 Universe Blvd.

Juno Beach, FL 33408-0420

Paul Lewis, Jr.

Florida Power Corp.

106 East College Ave, Suite 900
Tallahassee, FL. 32301-7740

Thomas J. Maida, Esq.
Foley & Lardner Law Firm
106 East College Ave.
Suite 900

Tallahassee, FL 32301

Ms. Angela Llewellyn
TECO

P.O.Box 111

Tampa, FL 33601

Michael Briggs

Reliant Energy Power Generation, Inc.

801 Pennsylvania Ave.
Suite 620
Washington, DC 20004

Timothy Woodbury

SEC

16313 North Dale Mabry Highway
Tampa, FL 33688-2000

Linda Quick

South Florida Hospital and Healthcare
6363 Taft Street

Hollywood, FL 33024

John T. Butler, Esq.
Steel Hector & Davis
Suite 400

Miami, FL 33131-2398
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Mirant Corporation

Beth Bradley

1155 Perimeter Center West
Atlanta, GA 30338-5416

Jon C. Moyle, Jr., Esq.
118 North Gadsden Street
Tallahassee, FL 32301

Tack Shreve, Public Counsel
Office of Public Counsel

c¢/o Florida Legislature

111 West Madison Street, #812
Tallahassee, FL 32399-1400

James A. McGee, Esq.

Florida Power Corp. |

P. O. Box 14042

St. Petersburg, FLL 33733-4042

James P. Fama, Esq.
LeBoeuf, Lamb Law Firm
1875 Connecticut Ave., N.W.
Suite 1200

Washington, DC 20009

Matthew M. Childs, Esq.
Steel Hector & Davis
215 South Monroe Street
Suite 601

Tallahassee, FL 32301

Kenneth Hoffman
Rutledge Law Firm

P. O. Box 551
Tallahassee, FL. 32302

Steven H. McElhaney
2448 Tommy’s Turn
Oviedo, FL 32766



John Attaway

Public Supermarkets, Inc.
P. O.Box 32105
Lakeland, F1. 33802-2018

Marchis Robinson

Manager, State Government Affairs
Enron Corp.

1400 Smith Street

Houston, TX 77002-7361

Florida Retail Federation
100 East Jefferson Street
Tallahassee, FL 32301

Daniel Frank

Sutherland Asbill & Brennan
1275 Pennsylvania Ave., N.W.
Washington, DC 20004-2415

Kissimmee Utility Authority
Mr. Robert Miller

1701 West Carroll Street
Kissimmee, FL 32746

Paul Elwing

Lakeland Electric

501 East Lemon Street
Lakeland, FL 33801-5079

Trans-Elect, Inc.

c/o Alan J. Statman, General Counsel
1200 G Street, N.W.

Suite 600

Washington, DC 20005

Bill Bryant, Esq.
Katz, Kutter Law firm
106 East College Ave.
12" Floor
Tallahassee, F1. 32301

Pete Koikos

City of Tallahassee

100 West Virginia Street
Fifth Floor

Tallahassee, FL 32301

Mr. Ed Regan

Gainesville Regional Utility Authority
P. 0. Box 147117, Station A136
Gainesville, FL. 32614-7117

Douglas John |
Matthew Rick

1200 17" Street, N.W.

Suite 600

Washington, DC 20036-3013

Reedy Creek Improvement District
P. O. Box 10000
Lake Buena Vista, FL. 32830

Leslie J. Paugh, Esq.
P. O. Box 16069
Tallahassce, F1.

Bud Para, Director, Legislative Affairs
JEA

21 West Church Street

Jacksonville, FL 32202-3139
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Dick Basford, President
Basford and Associates, Inc.
5616 Fort Sumter Road
Jacksonville, FLL 32210

Suzanne Brownless. P. A

Michacl B. Wedner
Assistant General Counsel
117 West Duval Street
Suite 480

Jacksonville, IFLL 32202

“‘K{CM MM«Q/‘/‘

ne Brownless, Esq.

., 1975 Buford Boulevard, Tallahassee, Florida 32308



