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The Honorable Pat Wood

Chairman

Federal Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

RE:  Docket No. RT01-67-000, GridFlorida, LLC
Docket No. RT01-77-000, Southern Company Services, Inc.
Docket No. RT01-100-000, Regiona Transmission Organizations
Docket No. RM01-12-000, Electricity Market Design and Structure
Docket No. EL02-101-000, Cleco Power LLC et. al.

Dear Chairman Wood:

Y ou may recall that on December 20, 2001, the Florida Public Service Commission (FPSC)
forwarded to you a copy of our Order containing final determinations regarding the proposed
GridFlorida Regiona Transmission Organization (RTO). In our final Order, we determined:

As apolicy matter, we support the formation of an RTO to facilitate the devel opment
of a competitive wholesale energy market in Florida. In the long-term, the
efficiencies and benefits identified through our evidentiary hearing should put
downward pressure on transmission and wholesale generation rates, and, inturn, on
retail rates. Accordingly, our decision in this Order is supportive of FERC's clear
policy favoring RTO development. Given our responsibilities to regulate retail
aspects of transmission, FERC' s responsibilities to regulate wholesal e aspects of
transmission, and GridFlorida's effects on both, we believe that our decision
contributes to the collaborative process necessary to ensure development of an RTO
that satisfies both Federal and State policy concerns. We intend to work
cooperatively with both FERC and the GridFlorida Companies toward this end.

In addition, the GridFlorida Companies were ordered to file with the FPSC a modified RTO
proposal that restructured GridFlorida as an independent systemoperator (1SO) whereby each utility
maintains ownership of its transmission facilities. On August 20, 2002, the FPSC considered the
modified filing, specifically approving the structure and governance aspects, the planning and
operations aspects, and certain aspects of the rate design and pricing protocols of the proposed 1SO.
FPSC Order No. PSC-02-1199-PAA-EI containing our decision is attached.
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In our December 20, 2001 Order, the FPSC approved a market design which required (1)
physical transmissionrights; (2) balanced schedules; and (3) get-what-you-bid pricing for balancing
energy and congestion management.  The GridFlorida Companies are now proposing a revised
market design that includes (1) financial transmission rights for transmission capacity allocation;
(2) unbalanced schedules with a voluntary day-ahead market; (3) market clearing prices for
balancing energy and congestion management; and (4) sharing of gains on real-time energy saes.
Itisthe FPSC’ sintent to conduct an expedited evidentiary hearing inlate-October, 2002, to evaluate
the merits of the revised proposal. Upon consideration of the remaining aspects of this case, we will
inform you of our final decisions regarding the market design of GridFlorida.

As we noted in our December 20, 2001 Order, we recognize that both the FPSC and the
FERC have regulatory responsibilities with respect to various aspects of transmission service, and
we recognize that the GridFlorida RTO will impact aspects of transmission service under the
respective responsibilities of eachagency. Thus, while we have approved major components of the
proposed GridFlorida RTO through our December 20 Order and the attached Order No. PSC-02-
1199-PAA-EI, we cannot overlook our statutory responsibilities to regulate those aspects of
transmission service that the Florida L egisature has required us to oversee. Our orders concerning
the proposed GridFlorida RTO reflect these areas of continuing FPSC responsibility. In rendering
these orders and in establishing an expedited proceeding on GridFlorida's revised market design
proposal, it has been and continues to be our intent to contribute to the devel opment of an RTO that
satisfies the policy concerns and responsibilities of both the FPSC and FERC. We continue to
believe that the FPSC and FERC are necessary partners in oversight of this very important
development for Florida utilities and ratepayers, and we intend to work cooperatively with FERC
in this development.

We look forward to working with you in the future.

Sincerely,
/s/
LilaA. Jaber
Chairman
LAJrsb:ng
Enclosure

cC: Commissioner Linda Key Breathitt
Commissioner Nora Mead Brownell
Commissioner William L. Massey
Daniel L. Larcamp
Kevin A. Kdly
Shelton M. Cannon
Cynthia A. Marlette
FPSC Commissioners
Parties of Record in GridFlorida FPSC Docket No. 020233-El
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GLOSSARY
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Applicants or GidFlorida Conpanies - FPC, FPL and TECO

ATC - Avail abl e Transm ssion Capacity

BSC - Board Sel ection Conmittee

CBM - Capacity Benefit Margin
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FERC - Federal Energy Regul at ory Conm ssion

FIPUG - Florida Industrial Power Users G oup

FMG - Florida Minicipal Goup, Conprised of Lakeland Electric,
Kissimmree Uility Authority, Gainesville Regional Uilities,
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FPC - Florida Power Corporation

FPL - Florida Power & Light Conpany
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Sem nol e Menbers - Sem nol e Menber Cooperatives

TDU - Transm ssion Dependent Uility

TECO - Tanpa El ectric Conpany

Trans-El ect - Trans-El ect, Inc.
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ORDER DETERM NI NG GRI DFLORI DA’ S COVPLI ANCE W TH ORDER
NO. PSC- 01-2489- FOF- EI AND REQUI RI NG EVI DENTI ARY HEARI NG
AND
NOTI CE OF PROPOSED AGENCY ACTI ON ORDER REGARDI NG
SPECI FI C CHANGES TO THE GRI DFLORI DA COVPLI ANCE FI LI NG

BY THE COW SSI ON:

NOTICE is hereby given by the Florida Public Service
Commi ssion that the action di scussed herein regarding Structure and
Governance, Section L, Board Conmttee, Subconm ttee and Working
Group Meetings Being Open to the Public - Additional Carification
Required; Section M Sufficiency of the Proposed Code of Conduct -
Addi ti onal Change Required; Planning and Operations, Section K,
Determ nati on of Available Transm ssion Capacity (ATC), Capacity
Benefit Margin (CBM, and OQther Line Ratings - Additional Change
Required; Section M Transm ssion Provider Project Rejection -
Addi ti onal Change Required; Section O Conpetitive Bidding Process
for Transm ssion Construction Projects - Additional Change
Requi red; Section R, Attachnent T Cutoff Date; Method of Mtigating
Cost Shifts Resulting from Loss of Revenues under Existing Long-
term Transm ssi on Agreenents; Method of Alleviating Cost Shifting
from the Elimnation of Short-term Transm ssion Revenues; and
Met hod of Recovering I ncremental Transm ssion Costs, is prelimnary
in nature and wi || become final unless a person whose interests are
substantially affected files a petition for a formal proceeding,
pursuant to Rule 25-22.029, Florida Adm nistrative Code.

BACKGROUND

I n Decenber 1999, the Federal Energy Regul atory Comm ssion
(FERC) issued Order No. 2000, which required all public utilities
that own, operate, or control interstate transmssion facilities
to file by October 16, 2000, a proposal to participate in a
regi onal transm ssion organi zation (RTO). In response to Order No.
2000, Florida Power Corporation (FPC), Florida Power & Light
Conmpany (FPL), and Tanpa El ectric Conpany (TECO (collectively, the
Appl i cants or Gri dFl ori da Conpani es) devel oped a Peni nsul ar Fl ori da
RTO proposal referred to as GidFlorida (the Transco filing).

On Cctober 3-5, 2001, we held an evidentiary hearing i n Docket
Nos. 000824-El, 001148-El, and 010577-El to determ ne the prudence
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of the formation of and the participation in the proposed
GidFlorida RTO by the Applicants. As a result of the hearing, we
i ssued Order No. PSC-01-2489- FOF-El on Decenber 20, 2001 (Order No.
PSC- 01- 2489- FO~- EI or Decenber 20 Order). Based on the evidence
in the record, we found that a Peninsular Florida RTO was nore
appropriate for Florida’s utilities and ratepayers than a | arger,
regional RTO at this time. Further, as a policy matter, we noted
our support for the formation of an RTO to facilitate the
devel opnment of a conpetitive whol esal e energy market in Florida.
We found, in part, that the Applicants were prudent in proactively
formng GidFlorida. The Applicants were ordered to filewth this
Comm ssion a nodi fi ed RTO proposal that confornmed the GidFl orida
proposal to the findings of the Order and used an independent
system operator (1SO structure in which each utility maintains
ownership of its transmssion facilities. The nodified proposal
was due 90 days follow ng the i ssuance of the Order. A new generic
docket, Docket No. 020233-El, was opened to address the nodified
pr oposal .

The Applicants filed a nodified proposal (conpliance filing)
on March 20, 2002. W held a workshop to discuss the conpliance
filing on May 29, 2002. Parties to this docket were provided the
opportunity to file Pre-Wrkshop and Post-Wrkshop Comments and to
participate in neetings and conference calls regarding the
conpliance filing. As a result of comments at the workshop, the
G idFlorida Conpanies nodified certain aspects of the conpliance
filing. These changes (nodified conpliance filing) were filed with
us on June 21, 2002. The follow ng persons intervened in this
docket and provided comments: Florida Minicipal Goup (FM3 which
is conprised of Lakeland Electric, Kissimree Uility Authority,
Gainesville Regional Uilities, and the Gty of Tallahassee,
Florida; Florida Muinicipal Power Agency (FMPA); JEA, Mrant
Anmeri cas Devel opnent, Inc., Duke Energy North America, LLC, Cal pine
Corporation, and Reliant Energy Power GCeneration, Inc. (Joint
Commenters); Reedy Creek Inprovenent District (Reedy Creek);
Sem nole Electric Cooperative, Inc. (Sem nole); Sem nole Mnber
Cooperatives (Sem nole Menbers); Trans-Elect, Inc. (Trans-Elect);
Florida I ndustrial Power Users Goup (FIPUG; and Ofice of Public
Counsel (OPC).

W are vested with jurisdiction over the subject matter
addressed herein through the provisions of Chapter 366, Florida
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Statutes, including, but not limted to, Sections 366.04, 366. 05,
366. 06, Florida Statutes.

STRUCTURE AND GOVERNANCE

A Acting by Witten Consent by the Board of Directors

Section 6 of the By-Laws set forth in the Transco filing
allowed “actions to be taken at any neeting of the Board of
Directors or any conmttee without a neeting, if all the nenbers
of the Board of Directors or commttee, consent theretoin witing,
and the witing or witings are filed with the mnutes of
proceedi ngs of the Board of Directors or commttee.” However, once
GidFlorida was restructured as a not-for-profit 1SO it becane
necessary to add provisions that require GidFlorida to have nore
accountability to the public.

Because there was sonme concern by FMPA, in its Pre-Wrkshop
Comrents, that this ability to act by witten consent nmay be used
to avoid the rules for open neetings, the Applicants anended the
By-Laws that permtted the Board's ability to act by witten
consent. Section 6 was omtted in the conpliance filing, so that
both regul ar and special neetings of GidFlorida’ s Board are now
open to the public. This change is consistent with the change to
an i ndependent system operator (ISO structure as required by our
Decenber 20 Order, and thus we find that it is in conpliance with
that Order.

B. Participating in or Listening to Board of D rectors’
Conference Calls

Article 111, Section 4 of the By-Laws states that Board of
Directors neetings will generally be open to the public, and that
such neetings may be conducted via conference call. However, FM5

in Pre-Wrkshop Conments, has asserted that Section 7 of the By-
Laws “suggests that the only individuals that are entitled to
participate in conference call neetings are nenbers of the Board
of Directors or any comrttee thereof.” Article Ill, Section 7,
in fact provides the follow ng:

Menbers of the Board of Directors of the Corporation, or
any commttee thereof, may participate in a neeting of
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the Board of Directors or such commttee by neans of a
conference tel ephone or simlar communi cati ons equi pnent
by nmeans of which all persons participating in the
nmeeting can hear each other, and participation in a
meeting pursuant to this Section 7 shall constitute
presence in person at such neeting.

Section 7innoway limts the participants on such conference
calls. Infact, Article Ill, Section 4 of the By-Laws specifically
provi des:

Except as ot herw se provi ded herein, regular and speci al
nmeeti ngs of the Board of Directors (including regular and
speci al neetings held by neans of conference tel ephone)
shall be open to the public and notice of such neetings,
together with a proposed agenda for any such neeting,
shall be posted on the Corporation's website or
equi val ent form of electronic posting at the same tine
that notice is given to each Director as contenplated in
the i nmmedi ately precedi ng sentence.

Under Article 111, Section 4 of the By-Laws, the Board of
Directors will give proper notice of all neetings to the public,
i ncluding conference calls. Therefore, FMG s argunent that

nmeeti ngs via conference calls can be used to skirt the open neeting
requi renent has been addressed.

Changes made to Article Il1, Sections 4 and 7 of the By-Laws
were a direct result of the restructuring of GidFlorida as a not-
for-profit [|SQO Therefore, we find that these changes are in
conpliance with the Decenber 20 O der

C. Quantity of Menbers and Conposition of the Board Sel ection
Committee

When originally proposed as a Transco, GidFlorida only had an
ei ght -menber Board Sel ection Commttee (BSC). However, under the
current not-for-profit 1SO framework, the Applicants stated that a
ninth seat was added i n response to stakehol der concerns. Wen the
Transco proposal was submtted for approval to FERC with an ei ght-
menber BSC, it was certain that the investor-owned utilities (IQUs)
woul d have at | east two seats (and the potential was there for them
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to have three seats). Even considering that the 1QUs could have
three out of eight seats, the Federal Energy Regul atory Comm ssion
(FERC) approved the proposal. In the FERC s Oder on RTO

Compliance Filing, issued January 10, 2001, the FERC stated:

The Comm ssion also disagrees with interveners that
transm ssion owners are likely to exercise sufficient
control over the selection of the initial Directors so
as to threaten i ndependence. W are satisfied that the
process of determning the slate of initial Director
candidates ensures a fair and non-discrimnatory
selection of initial Drectors. The Board Sel ection
Commttee itself, which chooses the search firm that
est abl i shes the pool of candi dates, refl ects substanti al
di versity anong stakehol der groups, and we agree with
Applicants that it cannot be assuned that a third or
fourth transm ssion owner that represents a non-1QU
st akehol der group wll share simlar viewoints or
perspectives as transm ssion owners which represent the
| QU st akehol der groups. A difference in perspective is
particularly likely to be present if the representative
of the former group cones from a nunicipally-owned or
cooperative utility.

This i ssue appears to be one of the nost controversial in the
Structure CGovernance section. The prinmary controversy surrounds
awardi ng each of the 10QUs a seat on the BSC. Several of the
interveners (FMPA, FM5 and JEA) have expressed the concern that
by allowi ng the investor-owned utilities to have three out of nine
votes, the latter could control the Board of Directors’ selections.
In its Pre-Wrkshop Coments, FMG states:

Specifically, while the board is to consist of seven
menbers, each Director is to be selected by a majority
vote of a nine-nenber commttee (i.e. a vote of at |east

five of the commttee nenbers). As the [10Us are
automatically entitled to three votes, they require only
two other votes to form an absolute majority. [If such

a “coalition” forns and holds together, it would be able
to appoint all seven board nenbers, essentially negating
participation by the four non-coalition nmenbers of the
sel ection conm tt ee.
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I n def ense of the proposed conposition of the Board Sel ection
Commttee, the Applicants argue in their Post-Wrkshop Conments
t hat because they

. . . own the significant majority of the transm ssion
assets (84% that will be controlled by GidFlorida,
serve the vast nmmjority of retail custonmers in the
GidFlorida footprint, and are the only entities
currently expected to appoint representatives to the
Board Sel ection Commttee that are directly regul ated by
the Commssion . . . that one could argue that the
Appl i cants are under-represented.

We are persuaded that a nine-nenber panel, requiring five
votes to seat a Director and six votes to renove a Director, is a
reasonabl e and bal anced representation of the industry. W also
find that since the 10Us wll be turning over control of their
assets to GidFlorida, it is appropriate for the Applicants to have
a large voice in selecting those Directors that will nmanage their
assets. Since I1OUs wll only have three out of nine seats, which
is not enough to seat or renove Directors without two or three
addi tional votes, we do not share the concerns of FM5 FMPA, or JEA
that the 10OUs will be able to control the selection process. Wat
really matters is that all other market participants on the BSC
have enough votes to seat or renove a Director against the will of
the 1 QOUs. Thus, the other six nenbers on the BSC will provide
adequat e checks and bal ances on the | OUs.

Anot her issue that was raised considered whether the ninth
seat on the BSC should be held by this Commi ssion, or if it should
be filled by the Advisory Commttee. Inits Pre-Wrkshop Coments,
FMG stated, “the Conm ssion could assert itself into the process
used to select the GidFlorida s Board of Directors, such as by
requiring a Conm ssion Staff person(s) to sit on or advise the
Board Selection Commttee.” FMG cited the New York 1SO s board
sel ection process that contenplates that two nenbers of the BSC
will be enployees of the New York State Departnment of Public
Ser vi ce.

In opposition to the proposal to have a nmenber of this
Commi ssion sit on the BSC, JEA, in its Post-Wrkshop Comments,
states the follow ng:
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JEA is strongly opposed to allowing a nenber of the
Comm ssion or its staff to sit on either the BSC or the
Advi sory Comm ttee. It is an inherent conflict of
interest for a Conmssion nenber to sit on either
conmm ttee. The Comm ssion is statutorily required to
rule on the need for any proposed Gi dFl orida projects
and the prudence of the QU s requests for cost recovery
for those projects. To the extent that as a nenber of
the AC a Commi ssioner, or a Comm ssion staffer, was
instrunmental in devel oping the recommendations for grid
expansion to be presented to the Board, neither the
Comm ssi oner nor staffer can be said to be unbiased with
regard to t hose recommendati ons. The per manent excl usi on
of that Comm ssioner, and any staff who assisted the
Comm ssioner in conmttee duties, from any docket
involving GidFlorida projects would be necessary in
order to mmintain the integrity of the Comm ssion’s
actions.

We agree with JEA's comments that it would be inappropriate
for us to have a seat on the BSC or the Advisory Committee to
GidFlorida and then serve in a quasi-judicial role in regards to
GridFlorida matters. The ninth seat shall be selected by the
Advi sory Conmittee as proposed in the Applicant’s conpliance
filing.

Based on the foregoing discussion, the GidFlorida BSC shall
be approved as proposed in the conpliance filing. W find that
this change results fromrestructuring GidFlorida as a not-for-
profit I SO and conplies with our Decenber 20 Order.

D. Rol e of the Stakehol der Advisory Committee in Regard to the
Board of Directors and the Board Selection Committee

The St akehol der Advisory Committee is charged with advising
t he managenent and Board of Directors of GidFlorida on matters of
concern or interest to the Advisory Committee. While the
G idFlorida Formation docunments do not describe the educati onal
background or qualifications of stakeholder representatives,
informati on exchanged during the workshop and other neetings
i ndi cated that the stakehol der representatives are expected to be
technical ly-proficient engineers, accountants, economsts, and
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system pl anners. These advisors are al so expected to have the
t echni cal background and experi ence necessary to of fer constructive
technical advice to the newly forned RTO Board of Directors and
O ficers. However, the Stakehol der Advisory Conm ttee nenbers are
neither enployees of GidFlorida nor do they receive any
remuneration for the tinme they spend assisting GidFlorida.
| nst ead, the Stakeholder Advisory Conmittee nenbers are
representatives of GidFlorida s market participants.

The BSC is simlar to the Stakehol der Advisory Conmittee in
that those Commttee nmenbers are neither enployees of GidFlorida
nor do they receive any renuneration for the tine they spend
perform ng their duties as nmenbers of the BSC. Instead, as in the
case of the Stakeholder Advisory Conmttee, BSC nenbers are
representatives of GidFlorida s nmarket participants. Again, the
BSC nenber description is silent. However, during the Wrkshop,
t he BSC Menbers were descri bed as the senior officers of the market
partici pants’ conpani es. The assunption here is that a president,
CEQ, or CFO of a market participant would be in the best position
to recogni ze the | eadership qualities of a candi date seeki ng a seat
on GidFlorida’s Board of Directors.

In contrast, the nenbers of the Board of Directors wll not
only be paid for the service they provide to GidFlorida, but they
are also ultimately responsible for managing the business and
affairs of GidFlorida. The By-Laws permt the Board of Directors
to delegate to officers such additional responsibility and
authority as the Board of Directors deens appropriate. It is
expected that these officers will conprise the nmanagenent of
G idFlorida and that, together with other Gi dFl ori da enpl oyees,
will be responsible for the day-to-day operations of GidFlorida
under the direction and supervision of the Board of Directors. All
such officers nust be elected by, and are subject to renoval by,
the Board of D rectors. The GidFlorida Formation docunents
clearly state that candi dates being considered for the Board of
Directors shall have qualifications equivalent to those of
Directors of corporations with equivalent or |arger revenues and
assets, and shall be of a caliber that will engender credibility
in the marketplace and provide GidFlorida with quality and
experienced | eader shi p.
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FMPA and the Joint Commenters have expressed the concern that
the Advisory Commttee nenbers would have their coments |imted
during the Board of Directors neetings to a prinmary opi ni on and one
mnority opinion. FMPA also states that the neetings between the
Board of Directors and the Advisory Commttee should afford al
advi sory representatives an opportunity to speak w thout undue
procedural restrictions. In addition, FMPA believes that all
proposed restrictions on the airing of mnority opinions should be
removed because all Advisory Conmittee representatives should be
permtted to nmke presentations to the Board at their own
di scretion, subject to reasonable tine limts and rules of order
that the Board of Directors my adopt. To followp on FMPA' s
comments, the Joint Commenters believe that if mnority views are
suppressed, the Board of Directors’ decision-nmaking process would
becone bi ased and | ack the full benefit of experience and expertise
avai l abl e on the Advisory Commttee.

The Applicants point out that even though the proposed
approach was already litigated before FERC, and eventual | y approved
by FERC, they have added an additional provision as part of the
conpliance filing that provides the Board of Directors with the
discretion to invite other nmenbers of the Advisory Commttee to
present additional views during Board neetings (Formation Plan
Section 4.1.). The Applicants argue that the present plan strikes
an appropriate bal ance between providing access to the Board of
Directors and permtting the Board of Directors to act in an
orderly and efficient nanner. They believe that hardw ring
additional reports and presentations by nenbers of the Advisory
Commttee into each neeting would cause the neetings to be unduly
burdensonme and | engt hy. Further, it would allow the Advisory
Comm ttee to conduct any deliberations that have al ready occurred
at the Advisory Conmttee level for the second tine. Al'l owi ng
second presentations to occur woul d essentially mninalize therole
of the Advisory Commttee by making the commttee's deliberations
virtual Iy meani ngl ess and reduci ng the inpact and effectiveness of
the presentations made by the mpjority and mnority views.
Finally, the Applicants note that the Advisory Conmttee nenbers
may send reports or reconmendations to the nenbers of the Board of
Directors at any tine.

We agree with the Applicants that one purpose of the Advisory
Commttee neetings is to conbine their shared concerns and to
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present themto the Board of Directors with the full weight of the
entire body supporting their comments. |If all Advisory Conmttee
menbers are allowed to speak at every Board of Directors neeting,
the role of the Advisory Commttee is negated. W also find that
sufficient opportunities are being provided to the Advisory
Conmittee nenbers to share their ideas and concerns with the Board
of Directors, and that there is no need to nodify the proposal
However, FMPA nmade a suggestion that Gi dFl ori da adopt a procedure
simlar to one found in the Mdwest |SO Agreenent, Article II,
Section VII.A (Oiginal Sheet No. 47) as foll ows:

The procedures adopted by the Board for the conduct of
such neetings shall allow interested nenbers of the
public, including those stakehol ders represented on the
Advi sory Comrittee, to provide oral and witten coments
at such neetings concerning any matter that may cone
before the Board, Board Comm ttees and working groups,
Advi sory Conmmittee, or Menbers, whichever is applicable
during the open portion of such neetings.

This is a good suggestion and one that should be consi dered
by GidFlorida in the future. By setting aside a specific tinme or
portion of the Board of Directors’ (or any other comittee)
nmeetings as open, it would allow any interested party to provide
the Board as a whole with information that may be useful in its
deci si on-maki ng process. W also find that the Board of Directors
shall nonitor how |ong such neetings |ast and, should there be
sufficient tine to all owan open segnent, they shall consider doing
Sso.

Anot her nodification that FMPA proposed was that nore
authority be given to the Stakehol der Advisory Conmttee and | ess
be given to the BSC. Several suggestions proposed by FMPA incl ude
having the Advisory Commttee select GidFlorida’s Directors, or
if the Advisory Commttee rejects a proposed Director by 2/3 vote,
t he BSC woul d be required to choose anot her candidate. In addition
FMPA proposed that the Advisory Committee should be vested with the
authority to renove sitting Directors. Simlarly, the Joint
Comrenters recommend that the Advisory Committee be allowed to
di scuss and vote on the issue of D rector conpensation. We
di sagree with FMPA's and the Joint Commenters’ proposals and find
that it is better to have tw separate bodies (the Stakehol der
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Advisory Comrittee and the BSC) wth separate and distinct
functions where the lines of responsibility neither cross nor
overlap. Since we visualize the Stakehol der Advisory Comm ttee as
a strong advocate (or |obbyist) for market participants’ issues,
it would be conpletely inappropriate to give the Stakehol der
Advi sory Committee the power and authority to directly affect the
appoi ntment, renoval, or conpensation for the same peopl e that they
are attenpting to influence. While the BSC will be conprised of
enpl oyees sel ected fromthe sane pool of market participants that
t he St akehol der Advisory Committee has to choose from it will not
be the sanme individuals |obbying one day and voting for that
Director’s conpensation or renoval the next.

As previously discussed, the role of the Stakehol der Advi sory
Commttee in regard to the Board of Directors and the Board
Selection Commttee as included in the nodified conpliance filing
results fromthe restructuring of GidFlorida as a not-for-profit
| SO and conplies with our Decenber 20 Order.

E. Adequacy of Information Policy to Provide GQui dance on Public
Versus Confidential RTO I nfornmation

The GidFlorida Information Policy describes its purpose and
intent regarding the availability of public information possessed
by GidFlorida, the various information classifications, and the
di spute resolution nmechanisnms arising from this policy. The
information is basically divided between that which is public
information and that information which may be deened confidenti al
or non-public information.

It is GidFlorida’ s intent to post all public information on
its website. This information includes: all data, docunents, or
other information that is required to be posted on the Open Access
Sane-Tinme Informati on System(QASI S); all data, docunents, or other
information that is required by FERC or this Conm ssion; notices
of Board and Advisory Commttee neetings and any acconpanying
written docunents; various transm ssion systeml oad data incl uding
forecasts and historical aggregated data; and nore. O her
information that is of significant size or conplexity may not be
publicly posted, but is available at a charge. The charge is
i nposed inorder to reinburse GidFlorida for any costs that it may
reasonably incur while providing the information.
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The Applicants have proposed to allow the Market Mnitor to
determ ne which information wll be non-public information. I n
order to determne what is non-public information, the Market
Monitor would have to provide a witten determnation to
GidFlorida that release of the specific information would be
detrinental to the efficient operation of the market.

Built into this proposal are two checks on the Market
Monitor’s witten recomendations that designate non-public
information. The first check is that a market partici pant may seek
recourse for any dispute arising fromthis policy by using the
di spute resolution procedures contained in the GidFlorida Open
Access Transmi ssion Tariff (OATT). The second check is that
GidFlorida, upon receipt of a witten determnation from the
Mar ket Monitor, nust file an amendnent to the Information Policy
with the FERC in order to conform with the Mirket Mnitor’s
recommendat i on. At that time, the FERC has the opportunity to
verify the Market Monitor’'s determnation and reverse it if
necessary.

The proposed GidFlorida Information Policy is a good
beginning to provide open and full information to its market
participants. As in every other aspect of this conpliance filing,
we recogni ze that sone refinenent to policy may be necessary as
G i dFl ori da becones operational and matures.

Three interveners rai se a nunber of issues with this section.
FMPA s first of several concerns is that information proposed to
be available to the public upon request should be open public
i nformation posted to the website (such as static studies, plans,
and anal yses). W are synpathetic to the concerns of the
Applicants that not everything can be placed on the web. There are
docunents that are sinply too |large to scan (i.e., site maps), and
there are data runs that are too volum nous to store on-line. W
find that it is reasonable to make it known that the information
is avail abl e and then charge a nom nal fee for the reproduction of
the materials. Thus, we do not agree with FMPA that all public
i nformati on should be posted to the website. There are tines when
the information is sinply too | arge or too vol um nous to post.

FMPA al so expresses concern that the Applicants, in their
conpliance filing, narrowed the scope of “QOpen Public Information”
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by anmendi ng paragraph 2.1.1(i) of the Information Policy to require
di sclosure only of “significant” action taken by GidFlorida as
security coordinator, and by elimnating the |anguage requiring
di scl osure of actions taken as congestion nmanager. FMPA asserts
that standards are neither provided for determning what
constitutes significant action, nor are explanations given for
elimnating the reference to actions taken as congesti on manager.
FMPA states in its Pre-Wrkshop Comments that while paragraph
2.1.1(g) of the Information Policy was anended to require the
di scl osure of “other market information related to . . . the
managenent of congestion on GidFlorida s transm ssion system or
the allocation of transmi ssion rights,” the phrase “other market
information” is too vague to give any real indication of what
i nformati on about the subject would be provided.

We agree with the Applicants’ decision to narrow the posting
of actions taken by GidFlorida as security coordinator. There
will be actions taken by GidFlorida as security coordinator that
w Il be comon day-to-day operations not warranting noticing and
posting on the website. However, anything of significance shal
be noticed and posted. It is noted that once GidFlorida is
operational, if the stakehol ders see that GidFlorida (as security
coordinator) is not posting information that is of value to them
then the stakeholders may notify GidFlorida, and Gi dFl ori da may
begi n posting that information.

FMPA's second concern is that the Applicants, in their
conpliance filing, elimnated the | anguage requiring di scl osure of
actions taken by Gi dFl ori da as congesti on manager fromsection (i)
and noved it to section (Q). W find that those changes were
| ogi cal, because the type of information originally provided in
(g), such as intrazonal congestion costs, were all congestion-
related types of information. It nade sense to nove information
relating to the managenent of congestion all to one place. Unlike
FMPA, we read section (g), which includes specific information that
must be provided by the congestion manager in addition to the
phrase “as well as other market information,” as broadening the
i nformati on that should be provided.

Finally, FMPA raises the concern that non-public information
appears to be a default category. They state that all information
shoul d be public unless specifically determ ned to be non-public.
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In its Pre-Wrkshop Comrents, FMPA has interpreted Section 2.2 of
the Information Policy as establishing “non-public information” as
the default category.

We do not agree with FMPA's interpretation. There is neither
a direct reference to a default category nor is it stated that non-

public information is the default category. Instead, we find that
Section 2.3.1 of the Information Policy makes it very clear that
all information is public information until and unl ess the Market

Monitor provides a witten determnation to the contrary.

FMG expresses concern that Section 2.3.1 of the RTO
Information Policy vests the Market Mnitor wth wunilateral
discretionto determ ne certain information confidential that would
ot herwi se be open to the public. FMG objected to entrusting the

Mar ket Monitor with that much di scretion. |nstead, FMSreconmends
that the decision to withhold information fromthe public should
be subject to our review In the alternative, FMG suggests that

a process could be devel oped where the Advisory Committee is
provided a redacted explanation regarding the information the
Mar ket Monitor seeks to withhold, then the Advisory Cormittee woul d
be given the opportunity to petition us to conpel disclosure. W
do not share FMG S concern. W find that since both the dispute
resol ution option for market participants and FERC s revi ew of all
witten recommendati ons appear to be vehicles providing sufficient
control over the Market Monitor, no further reviewis necessary at
this tinme.

W find that the changes to the GidFlorida Information
Pol i cy’ s gui dance on public versus confidential RTOinformation is
adequat e. The changes were warranted by the restructuring of
GidFlorida as a not-for-profit 1SO and conply with our Decenber
20 Order.

F. Exclusion of the Board of Directors from the Sunshine
Requi r enent s

The GidFl orida formati on docunents provide a requirenent for
Di rector independence. Article 111, Section 11 of the By-Laws
states that no person may be considered for the Board of Directors
unl ess he or she or his or her imediate famly nmenbers have no
financial interest in any of the market participants, nor may his
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or her immediate famly be enployed by any of the narket
participants (as cited in the GidFlorida, Inc. Code of Conduct,
1. Standards, in addition to the GidFlorida Directors, al

officers and enployees of GidFlorida will have no financial
interest in any market participant, including ownership of
securities). In addition, to ensure each Director’s independence

fromthe market participants, the By-Laws al so create a conpliance
auditor position to exam ne the Directors’ independence once they
are appoi nt ed.

The sanme requirenents for the independence of Board of
Directors nonminees is repeated in the Articles of Incorporation,
Article VII, Section H  Further, if there is any concern that a
Director is not independent or inpartial, the BSC can renove that
Director with six votes, assumng a nine nenber Board Sel ection
Comm ttee.

Several interveners expressed a desire to see governnent-1|ike
restrictions placed on the Board of Directors, simlar to Florida's
Governnent in the Sunshine Law. Specifically, Reedy Creek stated
that the Florida Governnent in the Sunshine Act should provide a
suitable nodel for the RTO G idFl orida, however, is not a
gover nment agency. Thus it would be inappropriate to apply
government-li ke restrictions on GidFlorida’s Board of Directors.
However, the independence requirenents that are placed on the
nom nees for Director should provide sonme | evel of assurance.

Sem nole and FMPA express concern that if the Board of
Directors has no ex-parte restrictions then it would provide them
carte blanche to discuss anything at any tinme. This would allow
the Directors to discuss with each other, or with various market
participants, critical issues and make their decisions prior to a
public neeting. Then, in the public nmeeting, the Directors could
take action on critical issues without full public discussion and
consi der ati on. We share this concern. However, the market
partici pants, through the Board Sel ecti on Conm ttee, have t he power
to renove those Directors that engage in such behavior.

Finally, FMPA expresses concern that if the Board of Directors
has no ex-parte restrictions, then, to preserve the integrity and
i ndependence of GidFl orida’ s decision-nmaking, the Directors should
be required to maintain publicly-available logs of all contacts



ORDER NO. PSC-02-1199- PAA-E
DOCKET NO. 020233- El
PAGE 20

each Board nenber has with stakehol ders outside of formal Board
meetings. W are not convinced that having a publicly-avail able
|l og of all the contacts of each Board nenber will help to preserve
the integrity and independence of the decision-naking process.
Such a list would provide only the identity of those who call ed,
wote, or visited the Board nmenber. The list would not reflect the
anount of tine spent, how well the informati on was received, or
whet her the Board nenber bothered to read or listen to the
i nformati on provided. This once again attenpts to i nappropriately
pl ace a governnent-like restriction on a nongovernnental body.

Based on t he previ ous di scussion, we find that no change shal
be nmade. The exclusion of the Board of Directors from the
Governnent in the Sunshine Requirenents is appropriate, consistent
with the restructuring of GidFlorida as a not-for-profit |ISO and
in conpliance with our Decenber 20 Order.

G Applicants “Causi ng” Candi dates for the Board of Directors to
Become Directors

As proposed, the selectionof GidFlorida’sinitial Drectors,
the renoval of Directors, and the filling of Board vacanci es al
woul d be perfornmed by the BSC. Article Ill, Section 3.5 of the RTO
Formation Plan, Election of Directors and Initial Meeting,
specifically provides that imediately follow ng the declaration
of a slate of candi dates by the BSC, the Applicants woul d cause the
sl ate of candidates to be elected or nanmed as initial Directors of
GidFlorida, and the classes of Directors would be desi gnated.

In their Pre-Wrkshop Comments, the Joint Conmenters submt
that there is no reason why the Applicants alone should elect
Directors and determne the classes of Directors. Rat her, they
believe that the BSC should make those decisions based on a
majority vote of the Commttee so that input from all WMarket
Participants is received. In addition, Sem nole asserts in its
Pre-Wr kshop Conments that GidFlorida should be established by
i ndependent incorporators, and thereafter the input of the
Applicants shoul d cease, except, |like all other stakehol ders, as
menbers of the Advisory Committee

The GidFlorida RTO Formation Plan regarding the appointed
Directors clearly states that the BSC wll declare the slate of
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candidates to serve as initial Directors of GidFlorida, sel ect one
candi date to serve as initial Chairman, and determ ne the cl ass of
Directors in which each candidate will serve.

Once the BSC has selected the initial slate of Directors and
designated the classes in which they will serve, the nanes and
cl asses of such Directors are to be inserted into the Articles of
| ncor poration, as approved by FERC. These organi zati onal docunents
al so require that the Articles of Incorporation nust be filed with
the Secretary of State, without alteration (Formation Plan, Section
2.2). Since the Applicants have prepared all other GidFlorida
docunents, it is logical that they conplete the process by sinply
submtting the results of the BSC vote, thus “causing” the
candi dates to becone Directors.

Requi ri ng another process to incorporate GidFlorida with an
i ndependent i ncorporator rather than what the Applicants propose
i s unnecessary. The current process proposed by the Applicants in
whi ch the BSC selects the Board of Directors, including the nanme
and cl asses of Directors as selected by the BSC, seens appropriate
and acceptable. Mreover, the Applicants have no discretion as to
the content of the filing with the Secretary of State. Quite
sinply, the Applicants are obligated to nake the mnisterial filing
once the Board has been selected and cl assified.

Accordingly, we find that the proposed nethod of causing
candidates for the Board of Directors to becone Directors is
appropriate, consistent with the restructuring of GidFlorida as
a not-for-profit 1SO, and in conpliance with our Decenber 20 Order.

H. Qlidelines to Determ ne Discretionary C osed Meetings of the
Board of Directors

Article Il1l, Section 4 of the GidFlorida By-Laws addresses
nmeeti ngs of the Board of Directors. This section provides that all
actions of the Board nust be taken at a regul ar or special neeting.
It further provides that all neetings shall be open to the public
and notice of such neetings shall be posted on GidFlorida's
websi t e.

The section also includes a provision for closing neetings to
the public when confidential information is to be discussed. A
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list of subjects considered to be confidential is included. The
conpliance filing contained a l|ist of confidential subjects
including a “catch-all” category that allowed the Chairman of the

Board or a majority of the Board to designate matters confidenti al .

The Joint Commenters and FMPA assert that the specific |ist
of confidential subjects appears to be suitably conprehensive and
that the catch-all provision should be elimnated. These
interveners further assert that this catch-all provision could be
used frequently, and perhaps inproperly to avoid the open neeting
requi renent. The Applicants agreed to anend the By-Laws to renove
the catch-all provision, leaving only the list of the types of
confidential matters for the Board to consider in closed neetings.

The Joint Conmenters al so expressed concern that neetings of
committees designated by the Board of Directors were not subject
to the requirements of being noticed or open to the public. The
Appl i cants have anended Article Ill, Section 8 to provide that any
action taken on behalf of GidFlorida by a commttee shall be
decided at a neeting of the conmttee that is open to the public
and subject to both notice and posting requirenents.

In its Post-Wrkshop Comments, FMPA expressed concern that
there is no mechanismto review the Board' s determ nati on whet her
a matter is confidential, or at |east a mechanismfor determ ning
after-the-fact whether m nutes of cl osed sessi ons shoul d be treated
confidentially or made public. FMPA suggests giving the public
advance notice of topics to be considered in closed session and
all ow parties an opportunity to chall enge the designati on ahead of
tinme. The Applicants have included in the By-Laws a detail ed,
exhaustive list of matters that woul d be considered confidential.
We find that it is not necessary to provide for chall enges of itens
designated as confidential. If the itemis not on the list, then
it would not be considered confidential. As to FMPA s suggestion
that there be a way to deternine after-the-fact whether m nutes of
cl osed sessions shoul d be treated confidentially, we are unsure how
such a nechani smwoul d work or who woul d make such a determ nati on.
We do not find that such a nechanismis necessary since the actions
or the basis for actions taken by the Board of Directors or by
Board designated commttees will continually be subject to public
scrutiny.
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The changes to Article 111, Section 4, of the By-Laws were
necessitated by the restructuring of GidFlorida as a not-for-
profit 1SO. As all neetings of the Board of Directors are open to
the public, the subject of how confidential matters would be
di scussed needed to be addressed. That has been acconplished in
the change discussed here. W find that the guidelines to
determ ne discretionary closed neetings of the Board of Directors
are appropriate, consistent with the restructuring of Gi dFlorida
as a not-for-profit 1SO and in conpliance with our Decenber 20
O der.

| . Eli mnation of “Planning Bill of Ri ghts”

The Joint Commenters, in their Pre-Wrkshop Comments, express

concern regarding the absence of the “Planning Bill of Rights,”
whi ch was incorporated in the RTO Formation Plan of the Transco
filing. The “Planning Bill of Rights,” which was originally

included in the Formation Plan, has been noved to Attachnent N,
Pl anni ng Protocol, of the OQATT. The Applicants initially inserted
this itemin the Formation Plan only because the RTO proposal was
filed with FERC before that |evel of detail was included in the
transm ssion tariff. FMPA continues to express concern regarding
the extent of the incorporation. VWiile the transfer of the
| anguage of the “Planning Bill of R ghts” may not have been
verbatim the words omtted do not change the requirenment of
GidFlorida to provide “tinely, regular and conplete public
di scl osure” of its planning process.

Since this change essentially involves noving the “Planning
Bill of Rights” fromthe RTO Fornmation Plan to the OATT, there has
been no overall inpact on the GidFlorida proposal. Therefore, we
find that even though the “Planning Bill of Ri ghts” was noved, this
portion of the GidFlorida proposal continues to conply with our
Decenber 20 Order.

J. Board Comm ttee, Subcomm ttee and Wir ki ng Group Meeti ngs Bei ng
Open to the Public

In the revised By-Laws contained in the nodified conpliance
filing, the Applicants have explicitly stated that all Board of
Directors neetings, wth the exception of those discussions
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containing confidential information, will be noticed and open to
the public. Article Ill, Section 4 of the By-Laws provides:

Except as ot herw se provided herein, regular and speci al
nmeeti ngs of the Board of Directors (includingregular and
speci al neetings held by neans of conference tel ephone)
shal | be open to the public and notice of such neetings,
together with a proposed agenda for any such neeting,
shall be posted on the Corporation’s website or
equi valent form of electronic posting at the sane tine
that notice is given to each Director as contenplated in
the i medi ately precedi ng sentence.

In addition, the Applicants have also explicitly stated that
any subcommttees or working groups forned by the Board of
Directors that take action on behalf of the Board of Directors
shoul d al so have such neetings noticed and open to the public.
Article Ill, Section 8 of the By-Laws states:

[ p] rovi ded, however, that to the extent any conm ttee of
the Board of Directors is authorized to take any action
on behal f of the Corporation, any such action shall be
taken only at a neeting of such conmttee that is open
to the public and subject to the provisions of Section
4 of this Article IlIl relating to public neetings,
including notice and posting requirenents, executive
sessions and Confidential Information, that are ot herw se
applicable to a regul ar or special neetings of the Board
of Directors.

However, the By-Laws are silent as to whether subcommttee or
wor ki ng group neetings that do not take action on behalf of the
Board of Directors are subject to noticing and open neeting
requirenents. In regard to Advisory Commttee neetings covered
in the amended Formation Plan (under Article IV Advisory Comm ttee,
Section 4.4 Meetings of the Advisory Commttee and 4.5 Conduct of
Busi ness), there is no nention of whether the Advisory Commttee
nmeetings are open to the public or should be noticed in advance.

Several of the interveners expressed concern that not all
G idFlorida neetings are open to the public. In its Pre-Wrkshop
Comments, FIPUG stated the foll ow ng:
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Al'l meetings of the GridFlorida, including working groups
and subcommttees, should be held in the sunshine.
Rat epayers nust have confidence that the activities of
G idFlorida are open and above board. The only way they
can have that assurance is if they are able fully to
nmonitor the neetings and activities of GidFl orida.

FIPUG stated in its Post-Wrkshop Comments that maintaining
nmeetings open to the public is a necessity at all Ievels of
oper ati on.

Finally, the Joint Comrenters stated the following in their
Pre- Wr kshop Conment s:

There is no requirenent in this section (Article 111,
Section 8) that the neetings of the commttees be open
or that the neeting be noticed. To the extent that the
actions of the conmttees are the actions of the ful
Board of Directors, the same procedural requirenments
shoul d apply. O herw se, the comm ttee provisions create
a black box of governance against which there is no
recourse by market participants, custoners of the RTO or
the Public Service Comm ssion. This section should be
anended to conform with the notice and open neeting
requi renents set forth in Article Ill, Section 4.

W find that the proposed provisions for open neetings as
contained in the nodified conpliance filing are consistent with the
restructuring of GidFlorida as an 1SO and therefore are in
conpliance with our Decenber 20 Order.

K. Sufficiency of the Proposed Code of Conduct

In general, the purpose of a Code of Conduct for a business
isto place in witing the established business ethics expected of
its Directors, officers, enployees, and agents. A witten Code of
Conduct is considered to be an internal control nmechani smto manage
risk. It is conpletely appropriate that the Applicants woul d
propose to have a Code of Conduct for GidFlorida and that it would
apply to its agents, Directors, officers, and enpl oyees.
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Reedy Creek suggests that the Code of Conduct should also
apply to the Stakeholder Advisory Conmmttee and the BSC. I n
response, the Applicants stated that the BSC is a distinct group
of stakehol der representatives charged with the limted purpose of
selecting individuals to serve on the Board of D rectors of
GidFlorida. Simlarly, the Stakehol der Advi sory Comrttee advi ses
t he managenent and Board of Directors of GidFlorida. Nei t her
commttee controls nor operates the transm ssion system and
neither i s given access to any non-public information regarding the
transm ssi on system Thus, the GidFlorida Conpanies argue it
woul d be unnecessary to have a code of conduct for the BSC

W agree with the Applicants that the GidFlorida Code of
Conduct should not apply to the BSC or the Advisory Commttee.
Neither the BSC or the Advisory Commttee wll have nenbers
enpl oyed by GidFl ori da. Nei ther commttee will have access to
non-public i nformati on, nor wll they have any operational or other
controls over GidFlorida.

The Joi nt Commenters express concern with the Code of Conduct.
The Joint Cormenters note that Section Il1.A of the Transco filing
contains a provision that requires GidFlorida to seek conpetitive
bi ds for goods and service. The Joint Commenters believe that this
provision offers inportant protections against self-dealing by
mar ket participants. They state that the deletion of this
provision is not justified by the required change to an 1SO
Further, the Applicants substituted the conpetitive bid requirenent
| anguage wi th t he phrase “w t hout adverse di stinction or preference
to any Market Participant,” which does not cure the flaw, according
to the Joint Conmenters.

We do not share the Joint Comrenters’ concern that every item
purchased by GidFlorida should be acquired only through a

conpetitive bid. It could require extensive resources to bid out
many small or inexpensive itens. W find that the proposed
| anguage, in conbination with Section I1.0O., will provide adequate
safeguards to protect against self-dealing. Section 11.0

establishes a conplaint procedure for alleged violations of the
Code of Conduct. We consider it inportant that this conplaint
procedure be in place in order to allow all market participants to
provi de an adequat e check and bal ance over Gi dFl ori da’s purchasi ng
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practices. In addition, we find that this |anguage is consistent
with the restructuring of GidFlorida as a not-for-profit |SQO

The proposed changes to the Code of Conduct as contained in
the conpliance filing result fromthe restructuring of GidFl orida
as a not-for-profit 1SO  Accordingly, we find that the changes
conply with our Decenber 20 Order.

L. Board Conmittee, Subcommittee and Wor ki ng G- oup Meeti ngs Bei ng
Open to the Public - Additional darification Required

W are in agreenment with the interveners that all GidFlorida
nmeeti ngs shoul d be noticed and open to the public. Requiring al
GidFlorida neetings to be open to the public allows interested
participants that are unable to acquire a seat on any comrittee the
opportunity to stay fully informed of the issues Dbefore
G i dFl ori da. As such, the participant may Ilisten to al
di scussions in person and can gai n a better understandi ng about the
issues before GidFlorida and the inportance each issue is
al | ott ed.

For exanple, soneday there may be a dozen i ndependent power
producers actively participating in GidFlorida, yet only two would
have seats on the Advisory Conmittee and one woul d have a seat on
the BSC. The remai ning i ndependent power producers would have to
rely on the other three for detailed information about the
nmeetings, assuming that there was full participation in every
subcomm ttee or working group event. The |limtation is that the
gquality of the information passed al ong woul d be entirely dependent
on the effort of the representative present, and this
representative woul d not be elected, but would rather be assigned
on a rotational basis. Wile the i ndependent power producers have
a common interest in experiencing a desired set of results fromthe
RTO, these owners are al so conpetitors and the i nformation reveal ed
in a planning subcommttee may prove valuable in siting and
devel opi ng their next generating plant. G ven this consideration,
and in the interest of providing a fully transparent market, we
find that the best course of action would be to allow that all
nmeeti ngs be open to the public and that the applicants nodify the
pl anni ng docunments to indicate such.
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Accordingly, providing that all meetings be held open to the
public should assist in developing a RTO that provides full
di scl osures of publicly-available information to all participants
from day one and beyond. W find that the G i dFl ori da Conpanies
shall «clarify that all neetings of the Advisory Conmttee,
subconm ttees and working groups are noticed and open to the
publi c.

M Sufficiency of the Proposed Code of Conduct - Additional
Change Required

W find it appropriate that a change be nmade to the current
Code of Conduct. Under Section K, page 8, it states:

Directors, officers, enployees and agents of Gi dFl orida
shal |l strictly enforce all Transm ssion Tariff provisions
established by GidFlorida. 1In the event any D rector,
of ficer, enployee or agent of GidFlorida may exercise
his or her discretion, or is allowed by the Transm ssi on
Tariff to exercise his or her discretion, with respect
to transactions or actions covered by the Transni ssion
Tariff, then such discretion shall be exercised fairly
and inpartially, and such event shall be |ogged and
avai |l abl e for FERC audit.

W find that since GidFlorida has established an |ndependent
Conpl i ance Auditor, the above-nentioned discretionary |og shal
also be made available to GidFlorida s Independent Conpliance
Audi t or. The words “and GidFlorida s |ndependent Conpliance
Auditor to” shall therefore be inserted at the end of the sentence
bet ween “FERC’ and “audit.”

The Joi nt Conmenters express concern regarding Section I1.D.1
of the Code of Conduct which addresses officers’, Directors’, or
enpl oyees’ participation in a pre-existing pension plan wth
interests in a market participant. The section states:

| f the prospective Director, officer, or enpl oyee has the
opportunity to transfer his or her pension account to
anot her unrelated plan and can do so wthout adverse
financi al consequences in the opinion of the Board of
Directors of GidFlorida, suchtransfer will be required.
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The Joint Conmenters believe that there should be a provision for
an i ndependent review of the adverse consequences, perhaps by the
| ndependent Conpliance Auditor. They state that the Board of
Directors is not likely to have the expertise to make this
determ nation and may suffer fromconflicts of a simlar nature.
W agree with the Joint Comrenters and find that the end of that
sentence shall be changed to read, “in the opinion of the
G i dFl orida | ndependent Conpliance Auditor, such transfer wll be
required.”

Wiile clarification is not necessary to conply wth our
Decenmber 20 Order, we find that the Code of Conduct would be
strengthened with the following clarifications: 1) make the
di scretionary log also available to the Independent Conpliance
Audi tor; and 2) replace the Board of Directors with the I ndependent
Conmpl i ance Auditor when reviewng Director, officer, or enployee
pensi on account transfers.

PLANNI NG AND OPERATI ONS

A. M dwest | ndependent System Operator (M SO and G dFl orida
Pl anni ng Pr ot ocol

In the conpliance filing of March 20, 2002, the Applicants
stated on page 7 of Volune 1, Tab 1:

The G&GidFlorida Planning Protocol is included in
Attachnment Nto the GidFlorida transm ssion tariff. The
Pl anning Protocol currently on file with FERC reflects
the RTO structure contenplated at the time the protocol
was prepared, i.e., GidFlorida as a Transco that would
own a significant portion of the transm ssion assets in
the Florida Reliability Coordinating Council.

As part of the transformation of GidFlorida to a non-
profit SO the Applicants conpared the transco Pl anni ng
Protocol in Attachnment N (including howit would need to
be changed to apply to an |1SO structure) to other
Pl anni ng Protocols prepared specifically for 1SGs. The
Applicants determ ned that the Pl anni ng Protocol adopted
by the M dwest Independent System Operator, which has
been approved by FERC, M dwest Indep. Trans. System
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Qperator, Inc., 97 FERC § 61,326 (2001), provided the
best platformfor preparing a GidFlorida I SO Pl anni ng
Protocol. That Planning Protocol provides for nore of
a collaborative process anong the [1SO transm ssion
owners, and other market participants, allow ng the I SO
to better utilize the expertise of the transm ssion

owners and other narket participants for planning. It
thus will better allow for an expedited and nore
efficient transition to a GidFlorida |1SO structure,
better allow the I1SO to plan for all wusers of the
transm ssion system and better maintain high |evels of
reliability.

FMG expresses general support for the new Pl anni ng Protocol
inits Post-Wrkshop Comments. FMG notes that even though the new
protocol relies on greater coordination with participating owners
(PGs), such coordination is appropriate because the RTO (as a not -
for-profit 1SO lacks the authority to step in and construct
facilities when an individual POdeclines to construct. FMS s view
of the protocol is that it produces benefits in the areas of
i ncreased cooperation and a greater opportunity for this Conm ssion
to retain our existing authority with regard to transm ssion
pl anni ng.

In its Post - Wrkshop  Comment s, FMPA  expressed its
di ssatisfaction with the proposed Planning Protocol by filing a
suggested narked-up version of the original Planning Protocol
(filed by the Applicants when GidFlorida was contenplated to be
a for-profit Transco) with its Post-Wrkshop Comrents. However,
FMPA did not ask that we rule on the specifics of the changes
identified. FMPA asserts that because Attachnent Nis a FERC-fil ed
tariff, FERC should nmake a determ nation as to the appropri ateness
of the changes in the conpliance filing. According to FMPA, we
shoul d refrain frombl essing the Applicants’ Attachnent N changes.

FMPA goes on to state that to the extent that we address the
specifics of Attachnment N, we should find that the Applicants’
proposed reconstruction goes far beyond what was necessary to
ef fectuate conpliance with the change to an I SO and nakes it |ess
likely that GidFlorida would achieve the benefits of market-
i ndependent regional planning contenplated by our orders. FMPA
concludes by requesting in the alternative that we nmake clear we
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are not evaluating whether the Applicants’ proposed Attachnment N
changes were necessary or appropriate.

In their collective cooments, Sem nole and Sem nol e Menbers
express their agreenent with FMPA that the Planning Protocol filed
with the conpliance filing should revert tothe FERC-fil ed Pl anni ng
Pr ot ocol .

The relevant question is whether this portion of the
Applicants’ filing is in conpliance with our Decenmber 20 Order.
Our Decenber 20 Order required the Applicants to file a nodified
proposal that conforns the Gi dFl orida proposal to the findings of
the Order and uses an | SO structure in which each utility nmaintains
ownership of its transmssion facilities. Gven this directive,
it was reasonable for the Applicants to use the M SO s protocol as
a starting point. First, the protocol had already been approved
by FERC for use by an I SO  Secondly, the interveners’ extensive
and constructive criticism of the GidFlorida Planning Protocol
filing provides anple justification to conclude that the
GidFlorida protocol is, in fact, able to accomodate |egitimate
nodi fications. Therefore, we find that the Applicant’s use of the
M SO s Pl anning Protocol as the basis for GidFlorida s protocol
is consistent with our Decenber 20 Order to restructure GidFlorida
as an 1SO, and therefore conplies with that O der.

B. Em nent Donmi n

The issue of emnent domain is addressed in Exhibit C
Attachnment N, Section VIII, page 13, of the Applicants’ Post-
Wor kshop Commrents, wherein it states:

The Transm ssion Provider shall notify each designated PO
of the POs initial designation as the entity responsible
to owm and construct facilities under the GidFlorida
Pl an. I f the designated PO notifies the Transm ssion
Provider that it does not wish to own and construct such
facilities, alternate arrangenents shall be identified by
the Transm ssion Provider. Depending on the specific
ci rcunst ances, such alternate arrangenents shall include
solicitation of other PGs or others to take on financi al

and/or construction responsibilities. Not wi t hst andi ng
the above, the Transmi ssion Provider may require a PO to
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the extent necessary, to apply for all necessary
certificates of public convenience and necessity and
permts for the construction of transmssion facilities
that will becone part of the Transm ssion System and to
use its power of em nent domain, includingrights of way,
for the construction of such transmission facilities.

FMG addresses the em nent domain issue in its Pre-Wrkshop
Comment s regardi ng t he above | anguage. FMG states that the concern
we expressed with regard to the GidFlorida transco' s em nent
domain authority appears to be nore pronounced under an |SO
structure, because there are no divesting owners to “transfer”
their em nent domain authority to the RTO, as suggested by FERC.

Wil e conceding that this | anguage clarifies how the RTO may
indirectly exert em nent domain authority, FMG questions whet her
it is alawful or appropriate clarification. The concern is that
a Florida utility may be obligated to support a proposed facility
in a condemation proceeding, even when the facility is not
designed to benefit the utility’s own custoners or the utility
sinply does not support the project. FMG points to an inherent
conflict inrequiring a utility to defend in court an RTO nandat ed
taking that the utility may not support.

One solution nentioned by FMGis to ensure that a third party
acquires emnent domain authority when it commts to build a
facility deened necessary by the RTO FMG asserts that this is
the solution proposed by the Governor’s Energy 2020 Conm ssion,
adjusted to reflect the 1SO construct. FMS goes on to reconmend
that we determ ne what stand-al one statutory revisions are needed
and proceed to have themproposed to the Florida |l egislature. FMG
recomrends that, in the nmeantine, we should require the RTO to
pursue interimsteps including comng to us for a determ nati on of
whet her contested facility additions are in fact required to
correct an inadequacy of the grid.

We have considered FMG s coments. First, the question to be
answered herein is whether the filing conplies with our Decenber
20 Order. In that regard, it was appropriate for the Applicants to
nmodi fy their Transco filing to address the i ssue of em nent donain
in the context of an I1SO Secondly, as to the question of whether
the language is lawful or appropriate, we note that any entity
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joining the RTO does so at its own discretion. In addition, FMG
has not established that it would be in our jurisdiction to
det erm ne whet her the proposed | anguage is | awful. Thirdly, FMG

is able to conme to its own conclusions regardi ng what revisions
woul d be needed in the law and put them before the Legislature
itself. Finally, we do not believe it is necessary at this tine
to overlay the admnistrative interim steps suggested. If the
difficulties contenplated should arise, it should be possible for
the POs to request that the conflict be addressed under the
GidFlorida tariff’s dispute resolution procedures which
contenplate the possibility of using an external arbitrator.

In sunmary, we find that the manner in which the Applicants
addressed em nent domain in their conpliance filing is consistent
wi th our Decenber 20 Order to structure GidFlorida as an I SO, and
is therefore in conpliance with that Order.

C. Initial Adoption of Participating Owmers’ Existing Ten Year
Site Pl ans

Exhibit N.2 to the Planning Protocol, Attachnment N, addresses
the devel opnent of the initial GidFlorida Plan. The basis for
devel oping the plan will be the nost recent Ten Year Site Pl ans as
filed with us prior to the comrencenent of the first GidFlorida
Annual Pl anni ng Process.

The Joint Commenters’, in their Pre-Wrkshop Coments,
question why the Participating Owmers’ existing Ten Year Site Pl ans
shoul d be adopted inmediately by the RTO. The Joint Conmenters
state that the RTO should have the flexibility to eval uate projects
outside the four to ten year lead tine.

W agree with the Applicants’ position, as stated in their
Post - Wrkshop Comments, that Attachnment N 2 of the Planning
Protocol clearly gives flexibility to the RTOto nodify projects
included in the Ten Year Site Plans. The plans are to be adopted
only as a transition nechanism (See Section VIl of the Anmended
Pl anning Protocol). Moreover, to the extent that there are
di sagreenents with any el enent of the GidFl orida plan, the dispute
may be resol ved through GidFl orida di spute resol ution procedures.
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We therefore find that the changes in the Planning Protocol
addressing the procedure for initial adoption of the POs’ existing
Ten Year Site Plans is consistent with our Decenber 20 Order, and
is therefore in conpliance with that O der.

D. Requi renent to Eval uate Generation and Demand Si de Management
Al ternatives

The Pre-Wrkshop Comments of the Joint Comrenters suggested
that GridFlorida’ s Planning Protocol should be revised to include
a bidding process for transm ssion facility construction. Thi s
process involves a determination of whether transm ssion or
generation is the least-cost alternative. In its Pre-Wrkshop
Comrents, Reedy Creek encouraged the consideration of both demand-
si de and generation alternatives in GidFlorida s pl anni ng process.
No specific suggestions are provided by the Joint Conmenters or
Reedy Creek regarding how GidFlorida s Planning Protocol should
be revised to address these concerns.

We find that the | anguage contained in the Planning Protocol
cont ai ns nunerous provisions for the consideration of generation
alternatives as part of GidFlorida s planning process. For
exanpl e, Section VII of the Planning Protocol states:

The GidFlorida Plan wll give full consideration to the
transm ssion needs of all market participants, and
i denti fy expansi ons needed to support conpetitionin bulk
power markets and in maintaining reliability taking into
consideration demand side options and generation
alternatives to transm ssion expansi on.

We further note that GridFlorida s planning process will not
be perforned in a vacuum The Pl anning Protocol provides for the
i nput of various interested market participants with the expertise
needed to propose cost effective generation alternatives. As
stated in Attachnment N, Section IIl of the Planning Protocol:

The process for carrying out the planning of the
Transm ssion Provider shall be collaborative with the
PGs, load serving entities (LSEs), generators,
Transm ssi on Cust oners, t he Fl ori da Reliability
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Coor di nati ng Counci | (FRCO), and ot her mar ket
partici pants.

W find that the Planning Protocol provides adequate
opportunity for the input of interested parties to ensure that
generation alternatives are considered in the planning process.
PCs, as custoners of GidFlorida, will have the incentive and
expertise needed to informGi dFl orida of potential cost-effective
generation alternatives. Accordingly, we agree with the Applicants
that no changes to +the Planning Protocol regarding the
consi deration of generation alternatives is warranted at this tine.

W find that the changes in the Pl anning Protocol regarding
the evaluation of generation and denmand side nmanagenent
alternatives are consistent with our Decenber 20 Order, and are
therefore in conpliance with our Order.

E. Quality and Quantity of Public Information

In their respective Pre-Wrkshop Coments, the Joint
Comment ers and FMPA express concern that the Planning Protocol did
not nmake reports, assunptions, data, and analysis available in
sufficient detail and in a transparent nmanner. The Joi nt
Comment ers al so suggest that documents expl aining the anal ysis and
studi es shoul d be available in addition to supporting assunpti ons.

In its Post-Wrkshop Comments, FMPA indicates that the nore
general disclosure requirenents of the nost recent changes to the
Pl anni ng Protocol appear to address their concerns. The second
par agraph of Section Il of the Planning Protocol included in the
nodi fied conpliance filing reads:

This process shall encourage and provide opportunities

for meaningful, in-depth participation by all users of
the Transmi ssion System the FPSC and other interested
parties. In order that proposed generation and

transm ssion projects are effectively coordi nated so as
to ensure reliability and efficient congestion
managenent, for each planning period, the GidFlorida
pl anni ng process shall include, at a mninmm tinely,
regul ar and conpl ete public disclosure, consistent with
confidentiality requirenents and i nformation disclosure
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policies, of transm ssion projects proposed or endorsed;
t he underl yi ng assunpti ons and data on whi ch t he proposal
is based; analysis relied upon by the Transm ssion
Provider concerning its proposed transm ssion plan or
proposed generation alternatives offered by users of the
Transm ssi on System and docunents supporting assunpti ons
under | yi ng t he proposed transm ssi on expansi on pl an t hat
are chal | enged by users of the Transm ssion Systemin the
G i dFl ori da pl anni ng process.

We agree with FMPA that this paragraph now requires disclosure of
the appropriate | evel of detail.

In their Pre-Wrkshop Cooments, the Joint Commenters’ state
that “clarification should be added to the effect that docunents
expl aining the analysis and the study itself should be avail abl e,
not just the supporting assunptions.” Language has been added by
the Applicants to Section VII of the Planning Protocol that
requires the Transm ssion Provider to “post on the QASIS fina
reports and planning studies consistent with Comm ssion policy.”
The Joi nt Comment ers nade no further conment in their Post-Wrkshop
Comments regarding quality and quantity of information in the
Pl anni ng Protocol . W find that the quality and quantity of
pl anni ng information, as now stated in the Planning Protocol, is
adequat e and reasonabl e.

W find that the changes to the Pl anning Protocol regarding
the quality and quantity of public information are consistent with
our requirenent to restructure GidFlorida as an | SO and t herefore
conply with our Decenmber 20 Order.

F. Ad Hoc Worki ng G oups

In the conpliance filing, the Applicants added verbiage to
Attachnment N, Planning Protocol, that addresses the prescribed
procedure for resolving transm ssion constraints. In Section V,
Original Sheet 215 of Volunme I11, the Transm ssion Provider is
directed to:

form chair, and direct the activities of an Ad Hoc
Wrking Goup that includes representatives of all
af fected PGCs. The Ad Hoc Working G oup shall devel op
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expansion alternatives, perform the described studies,
and devel op the resulting options and costs, which shal
be provided to the Transmssion Custoner by the
Transm ssi on Provider.

FMPA, the Joint Comrenters, and Sem nol e di scuss this | anguage
in their coments. In general, these interveners believe that
GidFlorida should be responsible for performng all studies and
devel oping all options. Further, these coomenters assert that even
if GidFlorida were to seek and evaluate advice from an ad hoc
group, GidFlorida should remain the active planner. I n that
context, it was consi dered objectionabl e that the working group was
limted to representatives of affected POs. The |logic was that
under such a paradigm GidFlorida would nerely be a conduit to the
Transm ssi on Custoner and that the working group, not GidFl orida,
woul d be the decision making body. Sem nol e stressed that
G idFl orida nust have discretion to determ ne how best to proceed
to resolve transm ssion constraints and the formation of Ad Hoc
Wor ki ng Groups should not be required.

The Applicants responded to i ntervener concerns in their Post-
Wor kshop Comment s. The Applicants struck the original |anguage
contained in Section V and added | anguage to a new section entitled
“Coordination Between the Transm ssion Provider and PGs, and
ol igation of PCs to Support the Transm ssion Provider.” Thi s
| anguage, which is contained on page 15 of Exhibit C (Attachnent
N) of the Post-Wrkshop Conments, states:

GidFlorida shall be responsible for and have ultinate
authority for performng the planning function, and
devel oping a conprehensive and integrated G i dFl ori da-
wi de transm ssion plan. |In performng these functions,
the Transm ssion Provider shall reasonably consult and
coordinate with PCs whose facilities are affected and
ot her affected market participants, including formng,
chairing, and directing the activities of Ad Hoc WrKki ng
G oups to support the planning function and to devel op
a conprehensive and i nt egrated G i dFl ori da-w de
transm ssion plan. The Ad Hoc Working G oups shal

include affected POs and nmarket participants, and any
ot her party the Transm ssion Provi der deens appropri ate.



ORDER NO. PSC-02-1199- PAA- E
DOCKET NO. 020233- El
PAGE 38

Changing froma for-profit Transco to a not-for-profit ISO can
reasonably be expected to affect the appropriate role of
GidFlorida in the planning process. Therefore, it was reasonabl e
for the Applicants to readdress the role of GidFlorida, as an | SO
in the planning process. The Applicants’ nodification of its
conpliance filing adequately addresses the interveners’ concerns
regarding the inclusion of other nmarket participants in Ad Hoc
Wor ki ng G oups.

In addition, we do not share Sem nole s opposition to
GidFlorida being required to form working groups to address
transm ssion constraints, perform studies, and otherw se support
the planning function. The newy proffered | anguage contained in
the Applicants’ Post-Wrkshop Coments requires GidFlorida to
receive input from all affected participants while it affords
G i dFl orida enough |l atitude to give the informati on the appropriate
| evel of consideration.

In summary, we find that the change contained in Exhibit C
(Attachment N) of the Applicants’ Post-Wrkshop Conments concerni ng
the formation of Ad Hoc Wrking Goups is consistent with the
requi renment in our Decenber 20 Order to adopt an | SO structure, and
is thus in conmpliance with our O der.

G The FRCC and NERC Roles in the RTO

In their joint Pre-Wrkshop Comments, the Joint Conmenters
take issue with the role stated for the FRCC and NERC in the
Pl anning Protocol. Specifically, they say that “the FRCC shoul d
provide input into the plans and reliability assessnent of the RTO
but that it should not be an independent reviewer of those
standards.”

W disagree with the Joint Commenters. As stated in the
FERC s Order 2000, open access transmi ssion is the foundation for
conpetitive whol esal e power markets. Order 2000 states that the
creation of RTGs is a further step to renpbve existing inpedinents
to conpetition and will benefit consuners through | ower electricity
rates resulting from a wder choice of services and service
providers. (See Final Rule, Introduction and Summary, page 4).
We concur with the Applicants that there should be an i ndependent
body, not concerned with pronotion of comrerce, that will review



ORDER NO. PSC-02-1199- PAA- E
DOCKET NO. 020233- El
PACGE 39

and assess the plans of the Transm ssion Provider and, in
coordination wth NERC, develop reliability standards and nonitor
and ensure conpliance wth such standards. This is precisely the
role that the Planning Protocol has specified for the FRCC. (See
the Pl anni ng Protocol, Section Ill, The Transm ssi on Provider, The
Transm ssion Planning Commttee and the FRCC).

W find that the role of the FRCC and NERC in the RTO as
described in the conpliance filing is consistent wth the
requi renent in our Decenber 20 Order to adopt an | SO structure, and
thus is in conpliance with our Oder.

H. Exenption from Certain Qperating Requirenents

As currently filed, the Operating Protocol requires PGCs to
obtain the approval of the Transm ssion Provider before taking
controlled facilities out of or into service, except in cases where
public or enployee safety is at immnent risk. Reedy Creek
proposes to add | anguage to the Operating Protocol that woul d al | ow
owners to take facilities in or out of service “if such action
would not materially affect the reliability of the Transm ssion
System and the PO notifies the Transm ssion Provider of such
action.”

The Operating Protocol also states that the Transm ssion
Provi der nmust revi ew and approve t he proposed mai nt enance schedul es
of the PCs and any changes to those approved mai nt enance schedul es.
Reedy Creek proposes to add | anguage that woul d exenpt owners from
such revi ew and approval “for mai ntenance schedul es that woul d not
materially affect the reliability of the Transm ssion System and
the PO notifies the Transm ssion Provider of such schedules.”

The Gri dFl orida Applicants did not respond to these suggested
changes in their Post-Wrkshop Comments. Although there may be
adm nistrative efficiencies to be gained by the concept proposed
by Reedy Creek, we find that it would be unwise to add the
suggest ed | anguage because the phrase “would not materially affect
thereliability” is at best subjective. The prudent course to take
is to initially require 1SO approval but allow flexibility as
operational experience is gained over tine. As operational
experience is gained, it my be possible for the SO to allow
certain facilities to be taken in or out of service, or to allow
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certain mai ntenance schedul es to be changed, w t hout prior approval
from the Transm ssion Provider. It is premature to allow such
flexibility at this stage of RTO devel opnment.

We find that retaining the current | anguage in the Operating
Protocol is consistent with the requirenent in our Decenber 20
Order to adopt an |1SO structure, and thus is in conpliance with
t hat Order.

| . 69kV Denmrcati on Poi nt

On page 18 of the Decenber 20 Order, the demarcation point for
transm ssion facilities is addressed:

The GidFlorida collaborative effort established the
transm ssion facilities demarcation at 69kV and above.
According to the testinony of the Panel, there were four
factors considered by the GidFlorida Conpanies in
determ ning the demarcation point. These factors are:
(1) historically, facilities 69kV and above have been
considered to be transmssion facilities, from a
pl anni ng/ operations and rate making perspective; (2)
stakeholders in the collaborative process generally
expressed the need for open access to all 69kV and above
transmssion facilities in Florida; (3) classification of
radial facilities as distributioninstead of transm ssion
woul d nake access to transmi ssion nore conplicated than
it needs to be; and (4) the rate structure proposed for
GidFlorida wuld result in subsidies across utilities if
each utility chose a different demarcation point for
facilities to turn over to the RTO The GidFlorida
Conpani es contend that “a uniform demarcation point is a
reasonabl e approach to achi eve fairness and equal access
to the transm ssion systemof the RTO”

W agree that a uniform demarcation point is necessary to
ensure equal access for all participating conpanies and
to ensure that subsidies resulting from different

demarcation points do not occur. There is no evidence in
the record suggesting that the demarcati on point should
be sonething other than 69kV. In addition, this

demarcation point has been consistently used by this
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Comm ssi on when det erm ni ng appropri ate cost all ocations
todistribution, transm ssion, and generation facilities.

In response to our requirenment that GidFlorida establish a
transm ssion facilities demarcati on at 69kV, the Applicants changed
the |l anguage in Section 2.5 of the POVA as foll ows:

2.5 25—=Controlled Facility or Controlled Facilities
Means all of the 69kV and above electric
transm-sston facility or facilities ewned—or—teased
by—&+dH-oer+da—or—Ffactt+t+es in the FRCC reqion,
owned or | eased by a PO and—over—which—Cperattonal-
Cont+ol—has—been—transferred—+to, as provided in
Attachnment Q of the GidFlorida pturstant—to—thits
Agreerrent—CQATT. A list of initial Controlled
Facilities for—eachPO is found—at attached to this
Agreenent as Exhibits A—{f+—J1—attached—hereto- _
GidFlorida shall make current |ists of Cbntrolled
Facilities publicly avail able.

I n addressing the 69kV demarcation point issue, Reedy Creek
questions whether the Applicants’ proposal is required by our
Decenber 20 Order. Reedy Creek objects to the om ssion of the word
“transm ssion” inthe revised definition. In addition, Reedy Creek
asserts, in its Pre-Wrkshop Comments, that the section is not
consistent with applicable federal |aw because the FERC has never
used “such a nechanistic approach; rather FERC uses a functional
approach to determning the appropriate classification of a
facility.”

In our Decenber 20 Order, we noted that the GidFlorida
Conmpani es had considered that facilities 69kV and above have
historically been considered to be transm ssion facilities. W
also referenced that the GidFlorida Conpanies had discussed
whether to classify radial facilities as distribution instead of
transm ssion. W gave recognition to the GidFl orida Conpanies’
conclusion that to do so would nake access to transm ssion nore
conplicated than it needs to be. Finally, we concluded that, anong
other things, a uniform denarcation point is necessary to ensure
equal access for all participating conpanies.
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It is useful to consider FM5 s comrents at our workshop when
anal yzi ng whet her the section is consistent with applicabl e federal
law. FMG s preference for the opportunity to denonstrate that sone
69kV facilities are |ocal distribution was discussed. FMG stated
the foll owi ng about the FERC s approach to this issue (See Vol une
Il of the Transcript, page 106):

The Conm ssion, the FERC, has never really spoken to

t hat . It was part of the filing that was nmade by the
conpany, the conpanies, but in its orders in March, the
FERC really rowed by that. It was never really
specifically addressed. It's on rehearing before the
Conmi ssion. And bottomline here is there is no record
supporting that | believe has been enbraced by any

agency, and | would ask you folks just to be aware of
t hat as we go al ong and perhaps to understand where we're
comng fromin choosing, if we can, to operate on a
functional basis in deciding what goes in and not on a
bright |ine basis.

Gven that it is uncontested that the FERC has not yet
directly addressed the question of 69kV as a bright Iine
demarcation, we conclude that there is no reason to believe that
our ruling in Order No. PSC-01-2489-FOFEl is inconsistent with
federal |aw

In conclusion, we find that the changes made to Section 2.5
of the POVA conply with our Decenber 20 Order. Retaining the 69kV
demarcation point as a “bright line” clearly conplies with our
Decenber 20 Order, and the changes to the POVA are consistent with
the Order’s requirenent to adopt an | SO structure.

J. Deternmination of Available Transnmission Capacity (ATQ),
Capacity Benefit Margin (CBM, and G her Line Ratings

In their Pre-Wrkshop Comrents, FMPA, the Joint Commenters,
and Reedy Creek express concerns about the increased role of the
PGs in transmission planning and the calculation of Available
Transm ssion Capacity (ATC) under the proposed 1SO structure
conpared to that under the Transco structure. For exanple, the
Joint Comrenters stated that the POs should “provide input as
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needed, but not collaborate with the RTO.” Reedy Creek stated that
“the RTOshoul d have ulti mate authority over determ nati on of ATC~

The Applicants have revised the Pl anning Protocol in an effort
to address these concerns. The Pl anning Protocol now states that
“GidFlorida shall be responsible for and have ultinmate authority
for performng the planning function, and developing a
conprehensive and integrated GidFl orida-wi de transm ssion plan.”
The Planning Protocol also now states that “[t]he Transm ssion
Provider shall be responsible for <calculating ATC for the
Transm ssion System” This |anguage clearly gives GidFlorida
ultimate responsibility for the planning functions, including the
cal cul ati on of ATC.

FMPA, Sem nol e, and Sem nole Menbers take issue with how the
G idFlorida Planning Protocol handl es di sputes about Iine ratings
and ot her pl anni ng, design, or construction criteria. Sem nole and
Sem nol e Menbers state that, in the case of a dispute between the
Transm ssion Provider and the PO, the views of the Transm ssion
Provi der shoul d prevail, pending the outcone of dispute resol ution.
FMPA states that GidFlorida s stronger role as spelled out in the
FERC-filed version of the Planning Protocol should be retained.
The Joint Commenters also state that the changes to the Pl anning
Protocol create an over-reliance on the PGCs.

We agree with the argunment contained in the Applicants’ Post-
Wor kshop Comments. They point out that under the |SO structure,
the owner of facilities placed under the control of GidFlorida

would retain liability for those facilities. This is a sound
argunent for leaving the initial determ nations of line ratings in
t he hands of the participating owers. |If the determ nati ons nmade

by the participating owners are not appropriate, they may be
overturned by the results of the dispute resolution process.

FMPA makes t he argunent that, under the previous Transco nodel
filed at the FERC, FPC was to retain ownership of its facilities
and, therefore, the FERC-fil ed planning regi nenis already desi gned
to work in areas where GridFlorida | acks assets and plays the role
of a non-asset-owning I SO This argunent is not persuasive. Under
the Transco nodel that was previously filed, the RTO would have
owned a significant share of the total transm ssion assets of
peni nsul ar Fl ori da because FPL and TECO proposed to divest their
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assets to the RTO Under that schene, one could reasonably infer
that the Transco would be liable for its own assets and arguably,
either directly or indirectly liable for assets that it had
operational control over. VWiile there is no specific evidence
before us one way or the other on that point, we find that the
Applicants were prudent in taking the nore conservative approach
because of the liability exposure.

We find that the changes regarding the determ nation of ATC,
CBM and other line ratings contained in the conpliance filing are
consistent with our Decenber 20 Order requirenment to use an | SO
structure, and therefore conply with that O der.

K. Determ nation of Available Transm ssion Capacity (ATQ),
Capacity Benefit ©Margin (CBM, and Oher Line Ratings -
Addi ti onal Change Required

In its Post-Wrkshop Comrents, JEA requested clarification
that Capacity Benefit Mrgin (CBM be taken into account in
calculating the ATC used by GidFlorida. W see nerit in JEA s
suggestion that Attachment O, Section Il (1) of the OATT, should
be revised to read:

The Transm ssion Provider shall have the sole authority
to determine the ATC and TTC of all commercially viable
pat hways for the Transm ssion Systemfacilities, taking
i nto account transm ssion reservations, capacity benefit
mar gi ns, and schedul ed mai ntenance of generation and
transm ssion facilities, and in accordance with the FRCC
ATC Coordi nati on Procedures and NERC st andar ds.

As pointed out by JEA in its Post-Wrkshop Conments, it
appears that the intent of GidFlorida is to take CBMinto account
since it references an FRCC definition of ATC that explicitly
accounts for CBM Al though JEA s suggested clarification does not
appear necessary in order to conply with our Decenber 20 Order, it
may help to mtigate concerns that JEA has in joining GidFlorida.

Therefore, we find that the Applicants shall include | anguage
that clarifies that CBMis taken into account when cal cul ati ng the
ATC used by GidFl ori da.
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L. Transm ssion Provider Project Rejection

Attachment N of the Applicants’ Transco filing, contained
| anguage directing GiidFlorida to nake a final determ nation as to
the best available transm ssion construction alternative wth
participation fromand coordi nation with any affected PO or non-PO
(See Volune |11, Oiginal Sheet 230 and 232). GidFlorida was to
consider nunerous factors in nmaking a final determnation,
including the feasibility of the entity constructing the facilities
obtaining all necessary pernmits for construction.

In the conpliance filing of March 20, 2002, this | anguage was
stricken and | anguage addressing simlar issues was included (See
Vol unme 11, Oiginal Sheet 205):

The GidFlorida Plan shall have as one of its goals the
satisfaction of all regulatory requirenents. That is,
t he Transm ssi on Provi der shall not require that projects
be undertaken where it is reasonably expected that the
necessary regul atory approval s for construction and cost
recovery will not be obtained.

Qur Decenber 20 Order required the GidFlorida Conpanies to
file a nodi fied RTO proposal that confornms the Gi dFl ori da proposal
to the findings of the order and uses an |SO structure in which
each utility maintains ownership of its transmi ssion facilities.
The original filing sinply addressed the consideration of the
feasibility to obtain the necessary permts for construction.
Changing froma for-profit Transco to a not-for-profit |SO where
the utilities naintain ownership of the transm ssion facilities
rai ses the inportance of achieving regul atory approvals and cost
recovery. Recognizing that no party took issue as to whether this
was a necessary change, W find that this change conplies wth
Order No. PSC- 01-2489- FOF- El

I n concl usion, we find that the changes regardi ng transm ssi on
provi der project rejection contained in the conpliance filing are
consistent with our Decenber 20 Order requirenment to use an |SO
structure, and therefore conply with our O der
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M Transm ssion Provider Project Rejection - Additional Change
Requi r ed

FMPA in both its Pre-Wrkshop and Post-Wrkshop Comrents
requests that certain | anguage be clarified. FMPA states on page
23 of its Pre-Wrkshop Conments:

That provision mght be acceptable, as long as it
clarified that GidFloridais the entity that determ nes
whet her regul atory approval and cost recovery nay be
“reasonably expected.” However, as the provision is
currently drafted, there is a significant risk that PGs
wWill use it to subvert GidFlorida s authority to direct
t he expansion of facilities. Whenever they are asked to
build facilities that they do not want to build, PGCs may
claim that they have no reasonable expectation of
obtai ning regulatory approval or cost recovery. I n
effect, POs may place GidFlorida in the position of
having to obtain advance regul atory guarantees of cost
recovery before it may require POs to construct needed
facilities.

The Applicants responded to FMPA in their Post-Wrkshop
Comments stating that the clarification is not necessary and that
if there is a dispute, it would be resolved through the tariff’s
di spute resolution procedures. The Applicants further asserted
that wuntil the dispute is resolved, construction should not
commence, as it could result in unnecessary expenditures that harm
retail customers.

We consider FMPA's concern to be legitimate with regard to the
possi ble abuse by a PO The | anguage seens to provide an
opportunity to obstruct the construction of facilities. At the
sane tinme, we read the | anguage to nean that G i dFlorida would be
the entity that determ nes whether regulatory approval and cost
recovery may be “reasonably expected.” |In addition, the Applicants
are claimng that no clarification is necessary, inplying that
GidFlorida wuld, in fact, be the determining entity. Therefore,
we conclude that there is no harmin adding clarifying |anguage.
Gven that the tariff defines the transm ssion provider as
GidFlorida, we find that the foll owi ng nodified | anguage shall be
substituted into Attachnent N in the appropriate place:
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The GidFlorida Plan shall have as one of its goals the
satisfaction of all regulatory requirenents. That is,
t he Transm ssi on Provider shall not require that projects
be undertaken where the Transmi ssion Provider concludes
that it is reasonabley to expected that the necessary
regul atory approvals for construction and cost recovery
wi |l not be obtained.

Therefore, the Applicants shall include clarifying |anguage
that confers upon the transmi ssion provider the requirement to
reject projects where it is reasonably expected that the necessary

regul atory approvals and cost recovery will not be obtai ned.

N. Conpetitive Bidding Process for Transm ssion Construction
Projects
Section VIII of the Planning Protocol as filed in the

Applicant’s March 20, 2002, conpliance filing requires that the
construction of any new mgjor transmssion facilities be
conpetitively bid by the entity responsible for owning such
facilities. This conpetitive bidding requirenment provides the PO
with aright of first refusal to match the | owest bid and elect to
self-build the transm ssion addition.

Inits Pre-Wrkshop Comments, Sem nole asserts that the right
of first refusal unduly favors the POs and would “serve to
underm ne the bidding process, since bidders would know that the

POs have only to match the |owest bid.” The Joint Commenters
objected in their Pre-Wrkshop Coments to the POs’ right of first
refusal, if self-selection by POs is not evaluated by an

i ndependent third party. The Joint Cormenters suggested a two-step
bi ddi ng process for transm ssion facility construction. The first
step of this process is a determ nation of whether transmi ssion is
the | east-cost alternative. The second step requires the RTO to
devel op a request for proposals (RFP) and select a neutral third
party to score the proposals. Copies of the RFP package and the
selection of the third party evaluator would then be supplied to
this Comm ssion. Potential bidders may then request a hearing
before us in which to object to the RFP criteria or third party
eval uator selected. The third party eval uator woul d then rank al
bids received and select the entity to construct the needed
transm ssion facilities.
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The Applicants stated in their Post-Wrkshop Coments that
Sem nol e’ s concerns were addressed i n the revi sed Pl anni ng Prot ocol
as filed June 21, 2002, by aclarification of the RTOs role in the
bi ddi ng process “to ensure adequat e oversi ght and review.” Section
VI11 of the Planning Protocol now states that the RTO has the right
to participate in the RFP process, including the review and
selection of bids, and the costs and construction schedul es
associated with the construction of any major new transm ssion
facilities. Any unresolved disputes between the RTO and the PO
would be submitted to the dispute resolution process for
resolution. Sem nole did not specifically address these revisions
in the Planning Protocol in its Post-Wrkshop Corments. The Joint
Commenters indicated in their Post-Wrkshop Corments that their
concerns have not been addressed by the revisions to the Pl anning
Prot ocol discussed previously.

We agree with the argunment posed by the Applicants in their
Post - Wr kshop Comrents, i.e., that it is reasonable to allow an
entity that will own a facility to construct that facility as |ong
as the lowest bid is matched. W find that the revisions made to
Section VIII of the Planning Protocol highlight the role of the RTO
as an independent third party with the right to participate in the
RFP process and eval uate construction costs and schedules. This
mtigates the concern that the right of first refusal would bias
t he bi ddi ng process towards the PO

Therefore, we find that the changes regardi ng the conpetitive
bi ddi ng process for transm ssion construction projects contained
in the conpliance filing are consistent with our Decenber 20 Order
requi renent to use an | SO structure, and therefore conply with that
O der.

(@] Conmpetitive Bidding Process for Transnission Construction
Projects - Additional Change Required

As discussed previously, Sem nole and the Joint Commenters
express concern regarding the right of first refusal by the PO and
the potential to bias the bidding process towards the PO To
address these concerns, we find that a mechani sm nust also be in
pl ace whi ch reduces the i ncentive for POs to underesti mate expected
costs in order to self-build.



ORDER NO. PSC-02-1199- PAA-E
DOCKET NO. 020233- El
PACGE 49

Thus, Section VIII of the Planning Protocol shall be further
clarified to indicate that if a PO chooses to self-build, the RTO
has the right to conpare actual construction costs to a PO s final
bid. The appropriate regulatory body shall also require any entity
which elects to self-build to provide its initial bid and any
mat ched bid, as well as justifications for cost overruns, during
any cost recovery proceeding.

P. Conmparability of Service to All LSEs

Sem nole and its Menbers, both in their separate Pre-Wrkshop
Comments and in their joint Post-Wrkshop Comrents, have expressed
concerns regarding conparability of service to all |oad serving
entities. These concerns center around Section |.D., Reliability
Agreenent, of the Operating Protocol and Attachment R, Terns and
Conditions of Service Applicable to Points of Delivery, of the
OATT.

In their Pre-Wrkshop Cooments, Sem nole Menbers state that
“[t]he transm ssion service to our systens is substantially
inferior to that provided to the investor-owned utilities’ own
retail | oad. We have chronicled the facts supporting this
conclusion in testinony filed wth the FERC.” The Pre-Wrkshop
Comments of Seminole were simlar in nature, adding that “the FERC
turned a deaf ear on this very pressing issue, for reasons that
fail analysis.”

We have revi ewed t he changes made to Section |.D., Reliability
Agreenent, of the Operating Protocol. W find that these changes
are in conpliance with the Decenber 20 Order because no substantive
changes have been made to this section of the Operating Protocol.
The changes that were nade to the renmmining portions of the
Operating Protocol were necessary because of the change in going
froma for-profit Transco to a not-for-profit 1SO, consistent with
our Order.

Sem nol e and FMPA, in their Pre-Wrkshop Coments, took issue
with the Applicants’ renoval of Attachment R from the QATT.
(Attachnment R specifies delivery point interconnection standards.)
However, in their nost recent Post-Wrkshop Comments, the
Applicants have re-inserted Attachnent R, revised to reflect the



ORDER NO. PSC-02-1199- PAA- E
DOCKET NO. 020233- El
PAGE 50

| SO structure. Sem nol e and Seni nole’s Menbers Post-Wrkshop
Comment s st at e:

Semnole’s prelimnary review of Attachnment R indicates
t hat the Applicants made t he changes necessary to refl ect
the conversion froma Transco to an | SO, which is what
Sem nole had urged in its Pre-Wrkshop Comments (at 29-
31).

W agree with Sem nole’s assessnent. FMPA did not make further
comments on Attachment Rin its Post-Wrkshop Comments.

Based on the above analysis, we find that the changes nade to
the Qperating Protocol and Attachnent R were necessary to conply
wi th our Decenber 20 Order requiring GidFlorida to be restructured
as a not-for-profit 1SO

Q PGs and Third Party Agreenents

Sections 2.31 and 6.16 of the POVA are additions regarding
Third Party Agreenents that were i ncluded in the conpliance filing.
FMPA, the Joint Comenters, and Sem nol e addressed t hese addi ti ons.

These commenters perceived these sections of the POVA as
threatening to underm ne Gi dFl orida’ s operational authority. The
section in the preanble to the POVA stating that “each PO has
rights and obligations with respect to third parties pursuant to
Third Party Agreenents that relate to Controlled Facilities” was
identified as being problematic by FMPA in their Pre-Wrkshop
Comment s. FMPA also criticized the definition of Third Party
Agreenents as being extrenely broad. FMPA further asserts that in
the event of an inconsistency between a Third Party Agreenent and
the POVA, it is not satisfactory to sinply subordinate the POVA to
the Third Party Agreenent. Finally, Section 6.16.2, which reads
as foll ows, was deened unacceptable by Semnole inits Pre-Wrkshop
Comments: “No PO shall enter into any new Third Party Agreenents
after its Transfer Date that materially inpairs GidFlorida s
ability to performits obligations under this Agreenent.”

The Applicants responded in their nodified conpliance filing
by: (1) elimnating the section in the preanble that di scussed PO s
rights and obligations wwth respect to Third Party Agreenents; (2)
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elimnating the definition of Third Party Agreenent; (3) nodifying
the section on how to deal with inconsistencies between a Third
Party Agreenent and the POVA;, and (4) elimnating Section 6.16. 2.

The nodification of the section on dealing wth
i nconsi stencies between a Third Party Agreenent and the POVA
appears reasonable. Rather than nmerely subverting the POVA to a
Third Party Agreenent, any unresolved disputes are set to be dealt
with in accordance with the GidFlorida dispute resolution
procedures. However, a caveat is included: “Except to the extent
necessary to fulfill its role as security coordinator, GidFlorida
shall not take any action, and a nediator or arbitrator shall not
i ssue any decision, that would interfere with a POs ability to
fulfill its obligations under such a third party agreenent.”

We understand the need for the POVA to be clear and
enf or ceabl e. The changes contained in the Applicants’ Post-
Wor kshop Conments are a reasonabl e conproni se between this interest
and the i nportance of carrying out the obligations containedinthe
Third Party Agreenents.

We concl ude that the changes nmade to the POVA regarding Third
Party Agreenents contained in the Applicants Post-Wrkshop Cormment s
are necessitated by changing froma for-profit Transco to a not-
for-profit 1SOin that they address the relationship of Third Party
Agreenents to the POVA. W find that the changes are reasonabl e
and necessary, and are in conpliance with our Decenber 20 O der.

R. Attachment T Cutoff Date

In their conpliance filing, the Applicants nodified | anguage
in Attachment T concerning the demarcation date for newfacilities.
The new | anguage, in pertinent part, changes the demarcation date
from “after Decenber 15, 2000" to “on or after January 1 of the
year the Transm ssion Provider begins comrercial operation.”

Specifically, the nodification of the |anguage contained in
Attachnent T, Oiginal Sheet 377 of Volune IIl is as foll ows:
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90 8.0 Rules Applicable to Service Entered Into After
Decenmber 15, 2000

9% 8.1 Long Term Agreenents

| f, after—beeerber—15—2660, on or after
January 1 of the year the Transm ssion Provider begins
commercial operations, a PO er—brvesting—Ommer enters
into any new ETA, or agrees to purchase or provide | ong-
termtransm ssion service under an ETA executed prior to
that date, the new service provi ded under such ETA shal
be converted to Transm ssion Provider service upon the
commencenent of Transm ssion Provider operations

Sem nole and the Joint Commenters request that we find that
the Applicants’ change of the denmarcation date for new facilities
is in excess of that which is necessary to conply with our Decenber
20 Order, and find that the change be w t hdrawn.

Sem nole points out that the proposed change violates the
terms of the QATT Attachnent T approved by the FERC and exacer bat es
t he ongoi ng problem of the treatnment of grandfathered contracts.
For exanple, this proposed change causes particular concern for
Semnole since the conpany entered into a contract with an
i ndependent power producer (Calpine) in anticipation of an RTO
being in place before service commences (June 2004). Under the
ori ginal |anguage, any pancaking of transm ssion charges woul d be
removed. According to Sem nole, the Applicants’ proposal would
subj ect the Sem nol e/ Cal pi ne arrangenent to pancaked rates.

FMG supports Seninole's position and recomends that we order
the GidFlorida Conpanies to retain the Decenber 15, 2000, cutoff
dat e. According to FM5 the marketplace anticipated that
GidFlorida would be up and running by Decenber 15, 2000, as
instructed by FERC s Oder No. 2000. FMG asserts nmarket
participants should not now be penalized for delays beyond their
control or reasonable expectations. FMG states retaining the
Decenber 15, 2000, cutoff date would preserve the contractual
bargains struck by Florida transm ssion custonmers and ensure that
contracts executed after that date are not subject to unantici pated
rat e pancaki ng.
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The Applicants discussed the denmarcation date issue at the
wor kshop. They expl ained that the expected date of operation of
the RTO was substantially delayed by virtue of the process before
this Comm ssion. For that reason, according to the Applicants, the
date that was originally targeted was no | onger applicable, and a
new date that nore closely ties with the actual inplenentation date
was i nserted.

The Applicants continued their argunent intheir Post-Wrkshop
Comments. They clained that the key dates are interrelated, and
were clustered as part of the GidFlorida Conpanies’ plan for
transition fromindividual utility service to RTO service within
the tine frame originally required by FERC s Order 2000. The
Applicants state:

This tight pattern of dates supported the Gi dFlorida
Conpani es’ objective of m nimzing cost shifts anong RTO
custoners, as the limted tine frame woul d preclude an
accunmul ation of pre-inplenentation new transm ssion
investnment to be rolled into the systemw de rates upon
RTO i npl enent ati on. Events during the past year that

wer e conpl etely beyond the Gi dFl ori da Conpani es’ control

have resulted in deferral of the RTO inplenentation date
to the indefinite future and thereby destroyed the
synchroni sm or reasonabl e contenporaneity, of transition
dates that is essential to an effective scheme for

mtigating cost shifts anong RTO custonmers. The only way
to restore such synchronism was to reestablish the
tenporal |ink between the RTO inplenentation date, the
cut-off date defining Existing Facilities, and the cut-

off date beyond which existing contracts would
automatically be converted to service under the
GidFlorida tariff.

The main argunment is a prediction that if the threshold date
for including new transmssion facilities in the systemw de RTO
rate is not noved up, there would be nore pre-inplenentation
facilities and new contracts whose costs would be included in the
systemw de RTO rate, thereby exacerbating cost shifts anong RTO
custoners.
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Sem nole addresses the same issue in its Post-Wrkshop
Comment s. It stated that the Applicants nmade no suggestion in
their FERC filings that there was any |inkage between the Decenber
20, 2000, date in Attachnment T and t he hoped-for Decenber 15, 2001,
RTO i npl enent ati on date. According to Sem nole, the Applicants’s
justification of the selection of the date was because it prevented
gami ng prior to the date Gi dFl ori da cormmences operation, i.e., to
prevent entities from entering into ETAs prior to GidFlorida
operations for the sol e purpose of obtaining ETA status. According
to Semnole, at the tinme of the May 29, 2001, conpliance filing at
FERC containing the key |anguage to preclude pancaking, it was
clear that GidFlorida would not be commercially functioning by
Decenber 15, 2001, and the Applicants nade no attenpt to nodify the
dat e.

We perceive the critical question to be whether the change in
the date was necessitated by Order No. PSC-01-2489-FCF-El and the
change from a for-profit Transco to a not-for-profit I SO The
Applicants have not argued this to be the case even though
i nterveners have taken the position that it was not necessary. The
mai n argunent nmade by the Applicants, i.e., that the relationship
in time of the commercial date and the demarcati on date shoul d be
mai nt ai ned, is not persuasive. First, as Sem nole noted, there
were opportunities in the past where the Applicants could either
have discussed or nmade a filing which was consistent with this

precept, and notably, they did not. Secondly, the argunent nade
by the Applicants regarding the possible exacerbation of cost
shifting is |ikew se not persuasive. All else being equal, if the

RTO had cone into being when originally expected, the costs now
referred to as “extra” would be the sanme as if the denmarcati on date
were held to the Decenmber 15, 2000, date.

For all these reasons, we find that the change in the
Attachnment T cutoff date is not in conpliance with our Decenber 20
Order, and that the new date shall be changed.

S. POVA Terni nati on Provision

The follow ng | anguage is contained in the POVA filed by the
Applicants in Exhibit E of the Post-Wrkshop Cooments. Section 4.3
references Section 5.6, and these sections read as foll ows:
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4.3 A POthat has executed and delivered this Agreenent
within the first six nonths of its term may
termnate this Agreenent if GidFlorida shall not
have nmet the condition set forth in Section 5.6 of
this Agreenent on or before the date that is six
mont hs followi ng the commencenent of the term of
this Agreenent. Term nation rights under this
Section 4.3 may only be exercised within 60 days of
the date that is six nonths following the
commencenent of the term of this Agreenent. The
provisions of Section 9 shall not apply to
term nation under this Section 4. 3.

5.6 GidFlorida shall have obtained and closed on
financing in an anobunt sufficient to repay Start-Up
Costs that have been submitted to GidFl orida prior
to the date that is six nonths following the
commencenent of the term of this Agreenment, repay
| oans that have been made by a PO to GidFl orida
(or its predecessor in interest) prior to such
date, and extinguish any financial guaranties that
have been made by a PO to or for the benefit of
GidFlorida (or its predecessor in interest) prior
to such date.

Sem nol e clains that these two sections are exanpl es of where
proposed changes to the POVA fall outside of the anbit of the
Decenber 20 Order and are objectionable on the nerits. Sem nol e
goes on to argue that these revised sections have the effect of
permtting POs to not be subject tothe POMAif GidFlorida, within
si x nonths foll owi ng the commencenent of the termof the Agreenent,
has not “obtai ned and closed on financing in an anount sufficient
to repay Start-Up Costs that have been submitted to GidFlorida.”
Sem nol e points to Section 8.5, Reinbursenent of Start-up Costs,
as satisfactorily protecting PGs’ financial interests. Sem nole
requests that the | anguage in Sections 4.3 and 5.6 be stricken.

Al t hough Sem nol e effectively argues that these sections are
unnecessary and fall outside of the anbit of the Decenber 20 Order,
Sem nol e does not directly address the harm of their inclusion. On
the other hand, we are unable to | ocate where the Applicants have
addressed Semi nole’s argunents on this point. Therefore, we have
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not seen any argunents as to why the inclusion of this |anguage
woul d be necessarily precipitated by a nove from a for-profit
Transco to a not-for-profit 1SQO

For these reasons, we find that Sections 4.3 and 5.6 of the
POVA are not in conpliance with the Comm ssion’s Decenber 20 Order
and shall be stricken.

TRANSM SSI ON RATE STRUCTURE

In response to our concerns stated in the Decenber 20 O der
regarding the retention of our jurisdiction over bundled retai
transm ssion rates, the Applicants nodified the pricing protocol
previously filed under the Transco nodel. Under the nodified
proposal , transm ssi on custoners can optionally exenpt their retai
custoners’ bundled |oad from the paynent of Zonal Rates for the
first five years of RTO operation. The Applicants have indicated
that they woul d exercise this option.

Beginning in year six, transm ssion custonmers woul d pay the
RTO rates for all transm ssion service, including transm ssion
service required to serve retail custoners. Fromthe begi nning of
RTO operations, the Applicants would still pay the Gid Managenent
and System Rate charges attributable to their retail |oad, as well
as a “TDU adder” that would recover the costs of existing
transm ssi on dependent utility (TDU) facilities that are included
in the Zonal Rates. These rate conponents are nore fully descri bed
bel ow.

Transco Proposal

In the Applicants’ Transco filing, all transm ssion custoners
were required to pay the tariffed rates of the RTO (i ncl udi ng Zonal
Rates) for all of their load, including their bundled retail |oad.
In addition, retail |load was responsible for its load ratio share
of the Gid Managenent Charge and the System Charge.

Zonal Rates - Inits initial five years of operation, the RTO
woul d have used Zonal Rates to recover the costs of existing
transm ssion facilities. Existing facilities were defined as those
which were in service prior to January 1, 2001. In years siXx
t hrough nine, Zonal Rates would have been phased out at the rate of
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20% of the revenue requirenment per year, so that beginning in year
ten, all transm ssion custoners would have paid a systemu de
average rate for service. The purpose of Zonal Rates is to
mtigate the cost shifting that would occur if the RTO were to
i mredi ately 1 nplenment a systemmM de rate. These cost shifts would
have resul ted because of differences in the enbedded costs of the
exi sting transm ssion systens in peninsular Florida.

Any transm ssion owning utility, with the exception of TDUs,
could formits own separate zone. Each zone would subnmit a revenue
requirement for its existing facilities to the RTO The revenue
requi renent woul d be subject to FERC approval. The proposed QATT
listed fourteen zones (See Attachnent V to the OATT), although only
the three applicants had commtted to joining the RTO

Zonal Rates were determ ned using the revenue requirenents for
the facilities located in the zone and the nonthly peak | oads for
the zone. The Zonal Rate would be paid based on the |ocation of
the | oad served, and not on the l|location of the generator. For
exanple, if the systemconsisted of Zones 1 and 2, and a custoner
was using the transm ssion systemto serve load in Zone 1 from
their generator |located in Zone 2, the custoner woul d pay the Zonal
Rate for Zone 1 only.

System Rate - The System Rate was designed to recover the
costs of all new transm ssion facilities, which were defined as
those facilities that went into service on or after January 1,
2001. Beginning in year six, the System Rate would al so begin to
recover the costs of existing facilities which were recovered
entirely through Zonal Rates in years one through five. Each year
in years six through ten, 20% of the Zonal revenue requirenments
woul d be transferred to the System Rate, so that beginning in year
ten, Zonal Rates woul d cease to exist, and the revenue requirenents
of all RTO transm ssion facilities would be recovered through the
System Rat e.

The System Rate was determ ned using the revenue requirenents
of the transm ssion facilities and the nonthly peak | oads for the
entire system This differed from Zonal Rates, which were based
on revenue requirenents for only a single zone, and on the peak
| oads of the zone. The System Rate would be set by the RTO and
woul d be subject to FERC approval.



ORDER NO. PSC-02-1199- PAA-E
DOCKET NO. 020233- El
PAGE 58

G id Managenent Charge - The Gid Managenent Charge (GW) was
a systemm de charge that would be applicable to all transm ssion
custoners’ service fromthe outset, including service for bundled
retail |load. The GMC was designed to recover the RTO s own revenue
requi renents, including start-up costs (anortized over five years),
grid operations and adm nistrative costs, and the costs of market
noni t ori ng. The revenue requirenent would be set by the RTQ
subj ect to FERC approval

Cost Recovery - The Applicants sought recovery through an
adj ust nent cl ause of the increnental costs of transm ssion service,
whi ch they defined as those costs that were not currently being
recovered inretail base rate charges. FPL's suggested net hodol ogy
for recovery of increnental transm ssion costs included a
cal culation of the level of transm ssion costs currently enbedded
in base rates (expressed in cents per kW), based on a recent cost
of service study. This cost was to be applied to the projected kW
sal es for the rel evant recovery year to determ ne the current | evel
of transm ssion costs recovered in base rate charges. The charges
billed to the utility by the Transco i n excess of this anmount were
deened to be the increnental costs of transm ssion, and woul d be
recovered fromretail ratepayers through the Capacity Cost Recovery
Cl ause.

| SO Conpliance Filing

Wi |l e retai ni ng nost aspects of the original pricing proposal,
t he Applicants anended the OATT to provide that, at a transm ssion
custoner’s option, the custonmer’s bundled retail |oad would be
exenpted from Zonal Rates for the first five years of RTO
operation. The Applicants indicated that they woul d exercise this
opti on. The costs of retail transmission service would be
recovered directly fromthe retail ratepayers through their paynent
of base rate charges, and no revenues would flow t hrough the RTO
Thus, for the first five years of operation, FPL, FPC, and TECO
woul d pay Zonal Rates only for their wholesale use of the
transm ssion system They woul d, however, pay the Gid Managenent
Charge, System Rate, and the TDU Adder applicable to their retai
|l oad during the initial five years. These are considered by the
Applicants to be “increnental” costs subject to recovery from a
retail | oad. Beginning in year six, the Applicants would be
required to pay for and receive transm ssion service for all |oads
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(both retail and whol esal e) pursuant to the OATT, just as any ot her
transm ssi on custoner.

The 1 SO OATT al so changed the definition of new facilities,
whi ch are now defined as those facilities put into service on or
after January 1 of the first year of RTO operations, rather than
January 1, 2001.

The Applicants state in the Executive Sunmary of their
conpliance filing that their proposal to exenpt bundled retail |oad
from Zonal Rates during a transition period has been adopted in
other 1SCs. Specifically, the Applicants state that “thi s approach
has been adopted in other 1SCs to address concerns over state
jurisdiction.” See Southwest Power Pool, 89 FERC, 61, 284 at 61, 889
(1999), and FERC s recent reaffirmation that it finds such an
approach acceptable, Mdwest |Index. Trans. System Operator, Inc.,
98 FERC, 61, 141 at 61,413 (2002). In the M SO order, the FERC
concl uded t hat “because the exi sting agreenents al ready provide for
recovery of the costs of serving bundled retail and grand fathered
custoners, these transm ssi on-owni ng nenbers will be exenpt, during
the transition period, fromrates under the Mdwest |SO Tariff for
services provided pursuant to the existing agreenents. . . .” 1d.
at p. 10.

M . Naeve, speaking on behalf of the Applicants, explained at
our workshop, that at the tinme of the original filing the conpanies
believed that it was a FERC requi renment under Order 2000 to charge
retail |oad pursuant to an RTO tariff. M. Naeve expanded by
stating that “nore recently, however, FERC has clarified what they
intended in Order 2000, and in a Mdwest |SO order FERC approved
a phased-in approach in which bundled retail load initially would
not be under the RTO tariff.”

TDU Adder - The decision to exenpt retail load from zona
charges resulted in the addition of a new charge to the OATT, the
TDU Adder. A TDU is a utility that relies upon another utility’s
transm ssion system to integrate its generation and |oad.
According to the Applicants, in peninsular Florida there are two
TDUs, Sem nol e and FMPA.

Seminole is a generation and transnm ssion cooperative that
provi des whol esale power to its ten nenber retail cooperatives.
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Sem nol e uses the transm ssion systens of FPL and FPC to transmt
power fromits generation facilities toits menbers. Sem nole al so
owns 270 mles of 230kV transm ssion |ines and 140 mles of 69kV
transm ssion |ines.

FMPA is a wholesale joint action agency which supplies
whol esal e power and other project services to its nmunicipal
electric utility nmenbers. FMPA supplies the full requirenents of
13 menber nunicipal utilities and uses the transm ssion systens of
FPC and FPL to serve this load fromtheir generation resources.
FMPA al so owns approximately 350 mles of 230kV, 138kV, and 69kV
transm ssion |ines.

A significant area of dispute wwth regard to the formati on of
t he RTO has been the manner and timng with which the transm ssion
facilities of TDUs will be included for recovery through the rates
of the RTO. The TDUs have contended that the costs of all their
existing transmi ssion facilities should be included for recovery
in the Zonal Rates of the RTO fromthe outset. The timng of the
recovery of these TDU costs is currently a subject of litigation
at FERC

The OATT offers TDUs two options with regard to cost recovery
of their existing transmssion facilities through the RTO rates.
The choice is a one-tinme election that nust be nmade at the tine the
TDU joins the RTO Under the first option, the TDU s existing
facilities costs can be recovered through the Zonal Rates if they
can denonstrate to FERC that the facilities: (1) are integrated
with the RTO transm ssion system (2) provide additional benefits
to the systemin ternms of capability and reliability; and (3) can
be relied upon for the coordinated operation of the system Any
facilities that FERC deens to have net these standards are included
in the Zonal revenue requirenent at the tine FERC i ssues its order.
Any facilities that do not neet the standard will not be included
in the Zonal Rates.

Under the second option, TDUs can elect to phase in their
entire existing facilities costs into the Zonal Rates over the
first five years of operation of the RTO at the rate of 20% per
year, w thout any denonstration that they are an integrated part
of the transm ssion system
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As not ed above, for the first five years of RTO operation, the
Applicants indicated that they woul d exenpt their retail |oad from
t he paynment of Zonal Rates. Because exenpted retail |oad woul d not
pay Zonal Rates, the RTO would not recover the full revenue
requi rement of the included TDU facilities. In order to renedy
this problem the Applicants have proposed a TDU Adder in the OATT
that woul d be assessed on the exenpted retail | oad (as well as the
| oad of certain grandfathered contracts) for the first five years
of operation to recover the retail l|oad's share of the TDU
facilities’ costs. Beginning with year six of operations, the TDU
adder would no | onger be necessary because the retail |oad would
then be required to pay Zonal Rates.

Cost Recovery - In its petition, the Applicants are seeking
our explicit approval for recovery of the GVC, the SystemRate, and
the TDU Adder costs attributable to their retail |oad through our
exi sting Capacity Cost Recovery C ause nechanism beginning with
year one of the RTO operations. The Applicants deem these costs
to be increnental transm ssion costs that are not currently being
recovered through base rate charges. The Applicants indicate that
because these charges are incurred pursuant to a FERC-approved
tariff, we do not have the authority to deny their recovery.

Unlike the proposal contained in the Transco filing, the
conpliance filing contains no provision for determning the |evel
of transm ssion costs that are being recovered through base rate
char ges. Thus, any growh in sales that occurs would serve to
increase the level of recovery through base rates of transm ssion
costs, even though the cost of new transm ssion facilities would
be recovered through the System Charge, which the Applicants have
proposed to recover through a cost recovery cl ause.

| nterveners’ Comments

FMPA, inits Pre-Wrkshop Comrents, states that “although FMPA
preferred Applicants’ original approach of placing all |oad under
GidFlorida’s rates, we do not object to the proposed rate
exenption unless it beconmes a platformfor discrimnating against
t he whol esal e conponent of transm ssion.” FMPA reiterated its
position at the workshop and added that it is inportant that
certain RTO costs be shared by the Applicant’s retail custoners.
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At our workshop, FMG supported the proposal to exenpt retail |oad
from zonal rates.

OPC strongly objects to the Applicants’ conpliance filing,
stating in its Post-Wrkshop Corments that:

Acceptance of the conpliance filing would nean that the
Comm ssion would only regulate the revenue requirenent
associated with the transm ssion conmponent of bundled
retail sales as it related to existing transm ssion
facilities for five nore years. Jurisdiction over the
revenue requirenment for newtransm ssion assets woul d be
ceded to FERC immedi ately. Today’ s Conmm ssion woul d
dimnish its owm present range of authority and deci de
for anot her Conmi ssion five years in the future (and for

the Legislature) that additional, nore substantial
elements of its statutory jurisdiction had conme to an
end. Thereafter, FERC alone would set the revenue

requi renent for the transm ssion conponent of bundled
retail sales.

OPC further states in its Post-Wrkshop Corments that:

The Applicants’ attenpt to alter this regulatory regine
and transfer jurisdiction to FERC nust be rejected
because t he Comm ssion cannot permt utilities over whom
it exercises total retail authority to decide through
vol untary action to | essen the Comm ssion’s jurisdiction
over them

Semnole, in its Pre-Wrkshop Conments, expresses concern
about the Applicants’ proposal to exenpt retail |oad from zona
pricing. Semnole states that “the effect of this new position by
the Applicants is to renege on their commtnent in their
GidFlorida filing at the FERC ‘to take (and pay for) transm ssion
service under the GidFlorida transmssion tariff for all of its
| oad (both retail and whol esale).’”

FI PUG does not believe that recovery of any transm ssion costs
shoul d be all owed through a cost recovery nmechanism They assert
t hat such costs should remain in base rates, and be consi dered j ust
as any ot her base rate cost conponent.
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Conmi ssi on _Over si ght

In Order No. PSC- 01-2489-El, page 14, we stated that “under
an 1SO nodel, where the ownership of transm ssion assets is
retained by the individual retail-serving utilities, we believe
this Comm ssion would continue to set the revenue requirenents
needed to support retail transm ssion service and retain oversi ght

over cost control and cost recovery.” By exenpting the retail | oad
from Zonal Rates for the first five years of operation, the
Applicants assert that we wll “have authority during the

transition period to set each of the GidFl orida Conpany’s revenue
requi renents for existingtransmssionfacilities to support retai
transm ssion service.” The Applicants have not arti cul at ed how our
jurisdiction would be exercised.

Concl usi on

While the Applicants’ QATT allows us to retain jurisdiction
over the costs of the existing transm ssion systemfor a five-year
period, the <costs to the retail jurisdiction of any new
transm ssion facilities (the System Charge), as well as the TDU
Adder and the GVWC, would be determined by FERC from the outset.
Begi nning in year six, FERC would have excl usive control over al
charges for both retail and whol esal e transm ssion service. W
find that it is premature at this time to decide whether the
Applicants’ proposal to phase in systemm de charges after year five
of the RTO operation is appropriate. W agree with FM5 who at the
wor kshop supported a “wait-and-see” approach. FMG stated that
“there is no reason that if we get to the end of a four- or five-
year period and find that there needs to be a change, that it can’t
be, can’t be sought at that point . . . .~

Based on the preceding analysis, we find that the nodified
conpliance filing does not provide for preservation of our
jurisdiction over retail transm ssion rates and, therefore, does
not conply with our Decenber 20 Order. The Applicants are directed
to nodify the GidFlorida conpliance filing to recognize our
continuing jurisdiction over the total cost of transm ssion service
toretail custonmers. At the end of the initial five-year operation
of the RTO we shall reviewthe transm ssion rate structure, given
the operation of the RTO and the conpetitive market conditions in
Fl ori da.
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MVETHOD OF M TI GATI NG COST SHI FTS RESULTI NG FROM LOSS OF
REVENUES UNDER EXI STI NG LONG- TERM TRANSM SSI ON AGREEMENTS

Under the existing transm ssion regimnme in peninsular Florida,
a transm ssion system custonmer nay pay charges to two or nore
transm ssi on systens, depending on the |location of the custoner’s
generator and | oad. The application of these nultiple charges is
often called “rate pancaking,” since charges are “stacked” when
nmoving electricity fromthe generator to the | oad across nore t han
one transm ssi on system

Eli mination of these rate pancakes was a stated goal of FERC
as articulated in its Order 2000, which states:

We believe that it is critically inportant for RTGs to
devel op rate making practices that: elimnate regiona
rate pancaki ng; nmanage congestion; internalize parallel
path fl ows; deal effectively and fairly with transm ssion
owning utilities that choose not to participate in RTGs;
and provide incentives for transm ssion owning utilities
to efficiently operate and invest in their systens.

(Order 2000, Docket RWMP9-2-000, p. 505).

Under the proposed OATT Zonal Rates, the RTO custoner (a
utility) pays only a single charge for service within the RTO
This charge is based on the zonal rate in effect for the zone in
which the custoner’s load is | ocated. The Applicants were
concerned about the inpact on transm ssion owners of the | oss of
revenues from existing long-term transm ssion service agreenents
cont ai ning pancaked rates that would result if these agreenents
were imedi ately converted to RTO service. The Applicants have
proposed a treatnent for these agreenents to mtigate this inpact.

This treatnent is described in Attachment T to the RTO OATT,
and is applicable to contracts that were entered into prior to
January 1 of the year in which RTO operations begin. Any
agreenents entered into after that date woul d be subject to the RTO
QATT. W note that this cutoff date was changed from the date
contained in the Transco filing. |In that filing, the cutoff date
was Decenber 15, 2000. That change has been addressed previously.
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Paragraph 7 of Attachnent T addresses the treatnent of
exi sting long-termagreenents for transm ssion service that involve
service between two zones of the RTO, where a single transm ssion
cust oner pays transm ssion charges on both systens (i.e., pancaked
transactions). Such agreenents would not be subject to any of the
RTO rates. | nstead, the transm ssion owners would continue to
col |l ect charges under the agreenents for the first five years of
operation of the RTO  These revenues would serve to reduce the
owners’ zonal revenue requirenents.

The Applicants propose to phase out |ong-term transm ssion
charges under these existing agreenments during years six through
ten of commercial operation of the RTO. Specifically, Attachnment
T to the OATT states:

The transm ssion charges | evied under the ETA [Existing
Transm ssion Agreenent] shall remain in effect during
Tariff Years 1-5 of Transm ssion Provi der operations and
shal |l be phased out in equal increments (20% per year)
over Tariff Years 6-10 of Transm ssion Provider
operations to the extent the contract remains in effect
as of those dates.

Thus, beginning in year 10, the transm ssion ower woul d no | onger
receive any of the revenues associated with these existing |ong-
termtransm ssion service agreenents.

We find that the Applicants’ proposed phase-out of the |ong-
term transm ssion revenues under existing transm ssion contracts
is an appropriate mechanism to mtigate the cost shifting that
would result from the imediate transition to zonal rates.
However, this issue shall be revisited after the initial five-year
period of RTO operations in order to reassess the i npact of phasing
out the revenues under these existing contracts. At that tine,
sufficient data should be avail able to nmake an accurate assessnent
of the appropriate treatnent of any remai ning existing contracts.

VETHOD OF ALLEVI ATI NG COST SHI FTI NG FROM THE
ELI M NATI ON OF SHORT- TERM TRANSM SSI ON REVENUES

The approach to phase out short-termtransm ssion charges in
the first five years, and to phase out long-term transm ssion
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contracts in the second five years was designed to avoid an abrupt
reduction in revenues to utilities whose transmssion facilities
provided a conduit for such transactions. Delaying phase-out of
| ong-termtransm ssion transactions until year six allows utilities
to adjust to the | oss of short-termrevenue before dealing with the
potentially larger problem of |oss of revenues associated with
| ong-term transm ssion contracts.

The Applicants stated in the Pricing Proposal filed with FERC
in their Cctober 16, 2000 filing that the “proposal is intended to
mnimze the cost shifts associated with conbining transm ssion
systens with differing rate Ilevels, thereby maximzing RTO
participation and is consistent with the approach taken by every
SO to date.” (Order 2000 Conpliance Filing by Florida Power &
Li ght, Florida Power Corporation and Tanpa El ectric Conpany Vol une
Il in Docket No. RTOl1l-67, page 91)

As conpensation for the loss of short-term transm ssion
revenue, Attachnment T of the proposed tariff states that:

Participating Owmers that |ose short-term wheeling
revenue due to the elimnation of pancaked rates shall
be conpensated for such loss through paynents by the
Transm ssion Provider out of revenues received by the
Transm ssion Provider for short-term Firm and Non-Firm
Poi nt-to- Poi nt Transm ssion service. The | oss of revenue
for each Participating Omer shall be cal cul ated using
a base year anpunt of revenues from short-term Inter-
Zonal service. The base year shall be the year prior to
January of the year the Transm ssion Provider begins
commercial operations. The Transm ssion Provider shal
make paynents to each Participating Owmer for its base
year anount in declining increments (by 20 percent per
year) over the first five Tariff Years. |f such revenues
are insufficient in any Tariff Year to nake such
paynments, the unfunded anounts shall be carried over and
pai d out of revenues in subsequent Tariff Years (but not
to exceed Tariff Year 5).

Paragraph 7.2, Tariff Sheet 307.
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It is our understanding that the revenue used to conpensate
owners described in this section refers to revenue received from
transporting power through or out of the RTO as opposed to serving
| oad within the RTO

JEA is the only utility which stated an objection to the
phase-out of short-term wheeling revenues, although all utilities
that currently wheel power through their territories wll be
affected, and other wutilities may al so experience | osses. The
revenues of concern to JEA are generated by the sale of non-firm
wheel i ng, pursuant to JEA's FERC Transm ssion tariff, over JEA s
portion of the 500 kV lines conprising the Floridal/ CGeorgia
interface. In its Post-Wrkshop Comrents, JEA indicated that it
could lose approximately $10 mllion per year, or nore than
$0. 90/ MM, under the current proposal, conpared to the estinmated
loss to the Applicants of $8.1 mllion, or less than $0. 06/ mAh.
This may be mtigated by rei nbursenments fromtransm ssi on revenues
arising from short-term firm and non-firm transm ssion revenues
realized by the RTO but there is no information available to
determ ne the anmobunt of these revenues that will be available for
rei mbur senent .

Cost to transm ssion owners - Wiile JEA is correct that the cost
shift is aresult of the current planning process for transm ssion,
thisis nonore true for JEAthan it is for any other utility which
may | ose transm ssion revenues under the proposal. Semnole, in
its Pre-Wrkshop Corments, states that we should view our role as
the protector of the well-being and equitable treatnment of all
retail consuners in the state. Wiile this coment referred
specifically to the treatnment of TDU facilities, it is equally
applicable to the elimnation of short-termwheeling. In addition,
the RTO is not expected to begin operations until at |east 2004.
Wth the phase-out period, JEAw || have close to an additional 10
years to plan for alternatives to this revenue source. In the
meantime, all citizens of Florida can benefit froml ower cost power
by the elimnation of the short-term wheeling arrangenents.

Benefits of the Phase Qut - FERC has been very clear about the
desire for renmoving nultiple transm ssion charges. To delay or
elimnate this first step may be interpreted as obstructi ng FERC s
intent in establishing RTGCs. It is also inportant that the
muni ci pal and cooperative utilities see a short-term benefit from
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participation in the RTO, in order to encourage themto join. If
menbership brings no relief from pancaked wheeling charges and
carries only the additional cost of operation of the RTO few
utilities would likely find participation attractive. If the
decision is nade to go forward with an RTO it is in the best
interest of all ratepayers to maxim ze participationinthe RTOto
realize the joint planning and operation benefits. Finally, as
not ed above, the cost of power to many Fl orida ratepayers woul d be
reduced as a result of this phase-out.

JEA woul d be placed in the sane situation as any transm ssion
owner wei ghing the perceived benefits frombeing a participant in
the RTO against the cost of not participating. We therefore
approve the phase out of short-term revenue as proposed by the
Joi nt Applicants.

METHOD OF RECOVERI NG | NCREMENTAL TRANSM SSI ON COSTS

The Applicants have stated that we should allow recovery of
i ncremental transm ssion costs, which include a systemm de char ge,
a grid managenent charge, and a TDU adder through a cost recovery
mechani smfor the reasons descri bed below. First, a cost recovery
mechani smwoul d al l ow the Applicants to tinely recover their costs
wi thout continually resetting their base rates. Second, because
t hese increnmental costs are outside the Applicants’ control, the
Applicants could not minimze these costs. Third, a cost recovery
mechani sm woul d avoi d overrecoveries and underrecoveries of costs
and facilitate review of the Ilevel and basis for future
transm ssion costs. Fourth, we could easily inplenment a cost
recovery mechani sm because these costs are distinct and easily
measur abl e.

FMPA supports the Applicants’ proposal to recover these
i ncremental costs through a cost recovery nechani sm

OPC states that the Applicants could avoid these increnental
costs wi thout any degradation of service if the Applicants just
chose not to participate in an RTO OPC states that the Applicants
seek recovery of unquantified costs voluntarily incurred in support
of a federal endeavor which divests us of its jurisdiction. Thus,
OPC questions the logic, as well as the prudence, of the Applicants
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seeking to recover these increnental costs through a cost recovery
mechani sm

While concurring with OPC s comrents, FIPUG states that we
shoul d authorize the Applicants to recover any RTOrelated costs
t hrough base rates. FIPUG asserts that recovery through base rates
provi des the Applicants an incentive to mnimze these increnental
costs, but a cost recovery nechanismwould not. Also, FIPUGstates
that we should put a nechanism in place to ensure that any
i ncrenental costs are prudent, reasonable, and further the RTO s

goal . Finally, FIPUG believes that any cost recovery nechani sm
shoul d consi der whet her each Applicant’s net operating income is
sufficient to recover these increnmental costs, instead of an

automati c cost recovery mechani sm

The Applicants propose to recover increnmental transm ssion
costs as a new conponent of the capacity cost recovery clause. The
Applicants would allocate these increnental costs to their rate
classes on a 12 Coincident Peak (CP), 1/13'" Average Denmand (AD)
basis. Hence, each Applicant would allocate 12/ 13'" of these costs
to each custoner class based upon the contribution of each class
to the 12 nonthly system peaks. Each Applicant would allocate the
remai ni ng 1/ 13'" of these costs based upon the contribution of each

class to total energy sales. This is the sane nmethod used to
all ocate transm ssion costs in setting base rate charges. The
following table illustrates the prelimnary projected costs that

each applicant antici pates seeki ng recovery of through the capacity
cl ause for 2004 through 2008.

Prelim nary Projections of
Future Incremental Transm ssion Costs
($ million) 2004 2005 2006 2007 2008
Fl ori da Power & $75 $113 $143 $171 $202
Li ght
Fl ori da Power $29 $43 $53 $63 $74
Tanpa El ectric $18 $26 $32 $37 $44

As di scussed above, OPC asserts that any incremental costs,
i.e., costs beyond those reflected in base rates, associated with
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charges paid by the Applicants to Gi dFl orida, cannot be consi dered
prudent for purposes of cost recovery because the Applicants
voluntarily incurred these costs by choosing to form and
participate in an RTO W note that our Decenber 20 Order directly
addressed the issues of whether the Applicant’s formation of
GidFlorida was truly voluntary and whether formation of
G idFlorida was prudent. At page 7 of the Order, we stated:

W find that the GidFlorida Conpanies were prudent in
formng an RTO in response to FERC s Order No. 2000

Al t hough participationinan RTOis voluntary under O der
No. 2000, FERC has acknowl edged that it may use its
regul atory authority in other areas to conpel RTO
partici pation. Further, formation of an RTO shoul d
provide benefits for Peninsular Florida and its
rat epayers, nost inportantly by facilitating an i nproved
whol esal e el ectricity market, encouragi ng conpetition by
removi ng access i npedi nents and restrictions.

In reaching these conclusions, we noted that the GidFlorida
Conmpanies, by proactively formng an RTO avoided forced
participationin an RTOin which they woul d have had no opportunity
to be involved in structure and policy decisions. Accordingly,
OPC s argunents appear to represent an untinmely challenge to our
Decenber 20 Order.

We agree with FIPUGthat recovery of increnental transm ssion
costs through base rates would provide the Applicants an incentive
to mnimze these incremental costs. However, as the table above
i ndi cates, the Applicants have projected that these increnental
costs woul d change substantially during the first five years of the
RTO. We would retain jurisdiction to review all charges proposed
for recovery, just as is currently done. By authorizing recovery
t hrough t he capacity cl ause, we woul d ascertain that each applicant
is fairly conpensated for prudent transm ssion costs incurred to
provide its ratepayers with safe, reliable electric service. Also,
we woul d scrutinize these increnental transm ssion costs to the
sanme degree of any other cost recovered through a recovery cl ause
to determ ne whet her any increnental costs are prudent, reasonabl e,
and consistent wwth the RTOs goal. Finally, we historically have
not considered a utility’s earnings as relevant to a utility’'s
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ability to recover an otherw se acceptable cost through the cost
recovery clause. W shall not do so in the instant case.

Each Applicant shall be authorized to recover any increnental
transm ssi on costs approved by this Comm ssi on t hrough the capacity
cost recovery clause. The costs incurred to provide transm ssion
shal | be subject to the sane revi ew and di scovery as any ot her cost
which is proposed for recovery. Each Applicant shall allocate
t hese i ncrenental transm ssion costs anong its custonmer classes on
a 12CP, 1/13'" AD basis. W will not consider an Applicant’s
earni ngs as relevant to whether the Applicant should recover these
i ncrenental transm ssion cost through a cost recovery cl ause.

MODI FI ED MARKET DESI GN

Pursuant to Order No. PSC-01-2489-FOF-ElI, we agreed with the
G idFlorida Conpanies that the use of balanced schedules and
physi cal transm ssion rights (PTRs) were an appropriate foundation
for an RTO and would allow a gradual transition to a nore
conpetitive generation market. However, we di sagreed with the use
of a market clearing price mechanism for the energy bal ancing
mar ket and congesti on managenent. Instead, we required the use of
a get-what-you-bid approach to these markets. On January 4, 2002,
the Joint Commenters requested that we reconsider these findings
concerning the GidFlorida market design and other issues
associated with the GidFlorida filing. Pursuant to Order No. PSC
02- 0350- FOF- El, issued March 14, 2002, we denied the joint request
for reconsideration but did not preclude the Joint Coormenters from
pur sui ng such issues as part of our conpliance filing review. As
part of the March 20, 2002, Conpliance Filing, the Applicants
conplied with the market design requirenments of the Order, wth
changes noted in Attachnent P of the QATT. At the workshop, the
majority of the interveners suggested that nmarket design issues,
such as PTRs, market power, and market clearing prices, should be
addressed by the FERC.

On July 2, 2002, the GidFl orida Conpanies filed suppl enent al
Post - Wr kshop Comrent s addressi ng market design. 1In that filing,
the Gi dFl ori da Conpani es propose to revise the market design filed
on March 20, 2002, with the foll ow ng changes:
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1. A Financial Transm ssion R ghts (FTRs) nodel with Locati onal
Mar gi nal Pricing (LMP);

2. A two-settlement systemwi th a voluntary day-ahead nmar ket and
a real-time market w th unbal anced schedul es; and

3. Mar ket clearing prices to be cal cul ated and paid to generators
for energy bal anci ng and congesti on managenent w th any gains
fromsales in the real -tine market allocated to custonmers and
a portion allocated to the I10OU as an incentive for
participation in the market.

The July 2, 2002, filing also states that other aspects of market
desi gn would not change including the followng: (1) the annua

all ocation of transm ssion rights to load serving entities (LSES)
based on their use of the GidFlorida transm ssion system (2) LSE
specific capacity requirenents through the Installed Capacity and
Energy market; and (3) penalties for inbalances in the real-tine
mar ket that exceed specified inbal ance |evels.

The GidFlorida Conpanies contend that adoption of an LM
structure coupled with a two-settlenment system would better serve
our goal of a Florida-specific RTO as concerns about seans issues
wi t h nei ghbori ng RTCs woul d be elimnated or mnimzed. It is also
argued that the revi sed narket design would be easier to inplenent
and evolve over tine as a result of rmultiple RTGs utilizing such
a system The GidFlorida Conpanies also state that the revised
mar ket desi gn woul d enhance custoner protection by limting gam ng
by providing price transparency through the posting of nodal
prices.

The Gi dFl ori da Conpani es bel i eve that retail ratepayers would
be harned by t he get-what-you-bid nmethod of determ ning prices for
energy bal ancing and congestion managenent. They argue that a
supplier would bid its estimate of the price at which the market
will clear as opposed to bidding its cost and this effect would
produce an inefficient mx of resources used to serve |load. The
conpani es believe that the nmethod for determ ning these prices
should be separated from the concerns of market power because
mar ket power mtigation neasures are to be adopted regardl ess of
the systemutilized.
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On July 12, 2002, interveners filed supplenmental conments
responsive to the proposed nmarket design anendnents. These
coments denonstrate a range of opinion as to the proposed
anendnents and the procedural options we should consider. The

proposed anendnents are supported in concept by Mrant and Cal pi ne,
but both recomrend that we retain jurisdiction as to specific
details. JEA generally supports the proposed amendnents but
requests a hearing beforethis Commssionto ultimately resol ve the
proposed anmendnents. Reliant supports the proposed anendnments as
well. Sem nole requests that we deny the proposed anendnments and
defer consideration of the issues until after issuance of FERC s
SMD rul e. FMPA supports allow ng the Gri dFl ori da Conpani es to nove
forward at FERC wi th an SVD-consi stent market design. FMG proposes
deferral of ruling on market design pending conpletion of FERC s
SMD rul emaki ng or deferring action on GidFlorida entirely pending
the outconme of both FERC s SMD rul emaki ng and the Southeastern
Association of Regulatory Uility Comm ssioners’ (SEARUC) RTO
cost/ benefit study. Reedy Creek states that regardless of the
i npl enentation of an FTR or PTR system transm ssion rights should
be all ocated to existing users of the systemand reallocated to the
| oad serving entity upon expiration of existing agreenents.

It is clear that the proposed anendnents are not in conpliance
with Order No. PSC-01-2489-FOFElI. That Oder is based on a fully
devel oped record of evidence. Reversal of our direction on market
design in that order, based on the argunents in a nineteen page
filing, is not appropriate at this tinme. The Gi dFl orida Conpani es
have not petitioned us for approval of these changes, as suggested
by Order No. PSC-01-2489-FOFElI, nor have they filed with us an
anended OATT including the changed market design to allow a
t horough review in this docket.

I n addressi ng bal anced schedul es, we stated in Order No. PSC
01-2489- FOF- El :

In an effort to transition to a nore conpetitive
generation market, any RTO should start with bal anced
schedul es as a foundation. As experience is gained and
mar ket participation increases, the RTO can evolve to
accommodat e such changes. In addition, however, the
G i dFl orida Conpanies shall be required to seek this
Commi ssion’s approval before changing fromthe proposed
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bal anced schedul e approach i n order to ensure that retai
rat epayers are not adversely affected.

W cl early recogni zed that change nay be appropriate in the future.
The changes proposed by the Gi dFl ori da Conpani es nay be benefi ci al
to retail ratepayers and to the efficient operation of the RTO
However, the Order required the Gi dFl ori da Conpanies to explicitly
seek our approval of a departure from bal anced schedul es so we
could assure that such a departure not adversely inpact retail
r at epayers. The July 2, 2002, filing does not neet these
requi renents. Instead, the GidFl ori da Conpanies rely on a yet-to-
be-determ ned penalty for over-reliance on the real-time market to
bring discipline to the market.

In addressing the balancing energy market and congestion
managenent, we stated in Order No. PSC-01-2489- FOF- El

In keeping with the step-by-step approach that we are
taking in this Oder, we think that the “get what you
bid” alternative is preferable for all transactions until
t he Gi dFl ori da Conpani es can denonstrate that sufficient
participants exist and that |ocalized market power has
been adequately addressed. The nodified GidFlorida
proposal to be filed pursuant tothis Order shall utilize
this alternative.

The market clearing price nmechani sm proposed is contrary to the
Order. W enphasi zed our concern regardi ng market power as stated
above. The get-what-you-bid approach was deened preferable,
particularly while the RTOis in its formative stages. Exposing
retail ratepayers to the vagaries of a market-based bal ancing
energy nmarket w thout the establishnment of a strong market nonitor
is not appropriate. Material changes to the approach we approved
may be appropriate when the Gi dFl ori da Conpani es can denonstrate
that a strong market nonitor will be in place.

The GidFlorida Conpanies also support an incentive to be
received on gains fromsales in the real-tinme market. They state
that a substantial portion should be allocated to retail customers,
but provide no further detail. We have already established a
mechani sm whereby Florida electric investor-owned electric
utilities, including the Applicants, can earn a sharehol der
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incentive for gains on non-separated whol esale sales if a three-
year rolling average of such gains is bettered. Mre information
is needed to better understand the intent of the Applicants with
this proposal, i.e., howthe proposal is intended torelate to the
current incentive nmechanism It i1s our understanding that this
concept was rejected by the FERCin the initial GidFlorida filing.

The Gi dFl ori da Conpani es have not net the requirenents of our
Decenber 20 Order to denonstrate that |ocalized nmarket power has
been adequately addressed. In the revised nmarket design filing,
the Gi dFl ori da Conpani es sinply state “that market cl earing prices
should be established and paid to suppliers, and that narrowy
tail ored nmarket power mitigation nechanisns shoul d be devel oped to
address mar ket power concerns.”

I n addressing transm ssion rights, we stated a preference for
PTRs, and gave the followng direction in Order No. PSC 01-2489-
FOF-El: “We find that the approach of using PTRs shall renmain fixed
until such time that GidFlorida petitions this Comm ssion and
justifies a different approach.” Again, the July 2, 2002, filing
by the Gi dFl ori da Conpani es does not neet the requirenents of our
Decenber 20 Order. The revised market design, as proposed, nay be
of benefit to retail ratepayers. It is not appropriate, however,
to reverse our Order without a nore substantive exam nation of the
I ssue. For exanple, there are questions about how FTRs will be
al | ocated and val ued and how t he revenues derived fromthe sal e of
FTRs will be treated. 1In addition, it is unclear how the revised
mar ket design will mtigate market mani pul ati on and at what cost.

On July 30, 2002, the GidFlorida Conpanies and the
interveners fil ed consensus | anguage that stated the follow ng: (1)
t he congesti on managenent system for GidFlorida should not be a
PTR system and t he Comm ssi on should renbve its prior requirenent
for GidFlorida to adopt a PTR system (2) a hearing is not needed
to nmove away froma PTR systemor for the Comm ssion to renpve its
prior requirenment to inplenent a physical rights systenm and (3)
t hese consensus views should not be construed as prejudicing a
party’s position on any other issue, as such positions and any
related requests regardi ng Comm ssion action have been previously
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expressed.! While the consensus | anguage i ndicates that a hearing
is not necessary for us to nove away fromusing a physical rights
system there is no consensus |anguage addressing how we should
proceed to adopt an alternative market design

In order for the GidFlorida Conpanies to adequately justify
the new narket design provisions, including: (1) financial
transm ssion rights for transmssion capacity allocation; (2)
unbal anced schedul es with a vol untary day-ahead market; (3) market
clearing prices for bal anci ng energy and congesti on managenent; and
(4) sharing of gains on real-tine energy sales, the GidFlorida
Conpani es are directed to file petitions and testinony addressing
t hese changes no later than 30 days fromthe date of our vote at
t he August 20, 2002, Agenda Conference. Such a filing wll allow
us to conduct an expedited evidentiary hearing. A hearing wl|
allow us and the parties to fully understand the proposed changes
and address those changes in a tinmely manner. The parties are
encouraged to identify areas for consensus and advi se Conmi ssion
staff of areas for stipulation to allow a vote on this natter as
qui ckly as possible. Additionally, any protested PAA issues wl|l
be rolled into this proceedi ng.

OTHER MATTERS

The nodi fications and clarifications that we have required in
this Order as proposed agency action beyond those found necessary
to conply with our Decenber 20 Oder, shall be filed for
adm ni strative approval within 30 days of the i ssuance of the O der
in this docket.

!According to the July 30, 2002, filing, those parties that have expressed
their support for this consensus | anguage are: Cal pine Corporation, Duke Energy
Nort h Anerica, Florida Munici pal Power Agency, Fl ori da Power Corporation, Florida
Power & Light Conpany, the City of Gainesville d/b/a Gainesville Regional
Uilities, Kissimmee Utility Authority, the City of Lakeland, Florida d/b/a
Lakel and Electric, Mrant Anericas Developnent, Inc., Reliant Energy Power
Generation, Inc., Sem nole Electric Cooperative, Inc., the City of Tall ahassee,
Fl ori da, Tanpa El ectric Conpany. Reedy Creek |nprovenent District has stated
that it does not oppose the consensus |anguage. JEA does not agree with the
consensus | anguage. While JEA agrees with an LMP nodel as a general principle,
the |l ack of detail regarding the revised narket desi gn proposal prevents JEAfrom
supporting it at this tinme. JEA believes that a hearing would facilitate the
devel opnent of the details necessary for both JEA and the Commission to
adequately review the revised narket design proposal.
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W note herein that GidFlorida will be subject to our
jurisdiction under Chapter 366, Florida Statutes. As such,
GidFlorida and its managenent will be held responsible for the

prudence of the actions they take that inpact our jurisdiction.
One of our principal concerns is that if we approve the formation
of GidFlorida, and the nodifications approved herein, that the
board should not be able to take unilateral action to change the
organi zati onal structure or operation of GidFlorida without this
Comm ssion’s prior review regarding prudence and public inpact.

Wil e we generally concur with these inclusions, it should be
made clear that the inclusions in no way bind this Conmi ssion in
the exercise of its jurisdiction. Those sections of Chapter 366,
Florida Statutes, that conprise the Gid Bill, provides this
Comm ssion wth jurisdiction over, anong other things, the
pl anni ng, devel opnent, and mai ntenance of a coordinated electric
power grid throughout Florida. As such, this Comm ssion, as gui ded
by the Florida Legislature, will determine how it wll discharge
its regulatory responsibilities over a new whol esal e provi der just
as we have for the existing wholesale providers in Florida, such
as Seminole Electric Cooperative and the Florida Minicipal Power
Aut hority. VWile we generally agree with the processes that
provide for our input into the planning and reliability aspects of
GidFlorida, this in no way affects our ability to regulate
GidFlorida in a manner consistent wwth Florida | aw

Based on the foregoing, it is

ORDERED by the Fl orida Public Service Conmm ssion that each of
the findings contained in the body of this Order is hereby approved
in every respect. It is further

ORDERED t hat the changes made to the structure and governance
of the GidFlorida proposal, as set forth in the body of this
Order, are in conpliance with Order No. PSC-01-2489-FO-El. It is
further

ORDERED that GridFlorida shall clarify that all neetings of
the Advisory Conmmttee, subconmttees and working groups are
noticed and open to the public. It is further
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ORDERED that GridFlorida shall clarify the Code of Conduct by
inserting, on page 8, Section K the words “and GidFlorida s
| ndependent Conpliance Auditor to” at the end of the sentence

between “FRC’ and “audit”; and in Section I|Il.D. 1, the words
“GidFlorida |ndependent Conpliance Auditor” shall replace the
words “Board of Directors of GidFlorida.” It is further

ORDERED t hat the changes nade to the planning and operations
aspects of the GidFlorida RTO proposal, as set forth in the body
of this Order, are in conpliance with Order No. PSC- 01-2489- FOF- El .
It is further

ORDERED that GidFlorida shall adopt the | anguage identified
in the body of this Oder to clarify: that CBM is taken into
account when calculating the ATC used by GidFlorida; that the
requirenent to reject projects is clearly conferred upon the
transm ssion provider; and that the bidding process is not biased
towards PGs. It is further

ORDERED that the original I|anguage in Attachnent T was
appropriate in setting Decenber 15, 2000, as the demarcation date
and that the new | anguage shall be stricken. It is further

ORDERED that Sections 4.3 and 5.6 of the POVA shall be
el i m nat ed. It is further

ORDERED that the GidFlorida conpliance filing shall be
nodi fied to recognize this Comm ssion’s continuing jurisdiction
over the total cost of transm ssion service to retail custoners.
It is further

ORDERED that at the end of the initial five-year operation of
the RTO this Commssion will review the transmssion rate
structure, in light of the operational experience of the RTO and
the conpetitive market conditions in Florida. It is further

ORDERED that this Commssion wll reexam ne the potential
i npact of the phase-out of existing long-termcontract revenues at
the end of the initial five-year period of RTO operations. It is
further
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ORDERED t hat t he proposed net hod for all eviating cost shifting
fromthe elimnation of short-termtransm ssion revenues, as set
forth in this Oder, is approved and shall be inplenmented. It is
further

ORDERED t hat each Applicant is hereby authorized to recover
its increnental transm ssion costs approved by this Conm ssion
t hrough the capacity cost recovery clause. It is further

ORDERED that the revised GidFlorida market design is not in

conpliance with Comm ssion Order No. PSC-01-2489-FOF-El. It is
further
ORDERED that an expedited evidentiary hearing wll be

conducted in this docket on the nerits of the revised market design
proposal. It is further

ORDERED that the GridFlorida Conpanies are directed to file
petitions and testinony addressing market design no later than 30
days from the date of our vote at the August 20, 2002, Agenda

Conf er ence. The parties are encouraged to identify areas for
consensus and advi se Conm ssion staff of areas for stipulation to
allow a vote on this matter as quickly as possible. It is further

ORDERED that any protested PAA issues will be incorporated
into the evidentiary proceeding ordered herein. It is further

ORDERED that to the extent this Order requires, as proposed
agency action, any nodifications to GidFl orida beyond those found
necessary to conply with Oder No. PSC 01-2489-FOElI, such
nodi fications shall be filed for adm nistrative approval within 30
days of the issuance of this Oder. It is further

ORDERED t hat the provisions of this Order issued as proposed
agency action shall becone final and effective upon the issuance
of a Consummati ng Order unl ess an appropriate petition, in the form
provided by Rule 28-106.201, Florida Admnistrative Code, 1is
received by the Director, Division of the Comm ssion Cerk and
Adm ni strative Services, 2540 Shumard OCak Boul evard, Tall ahassee,
Fl ori da 32399- 0850, by the close of business on the date set forth
in the “Notice of Further Proceedings” attached hereto. It is
further
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ORDERED t hat this docket shall remain open pendi ng conpl etion
of the hearing on the revised Gi dFl orida market design proposal.

By ORDER of the Florida Public Service Comm ssion this 3rd
Day of Septenber, 2002.

/[ s/ Blanca S. Bay6

BLANCA S. BAYO, Director
Di vision of the Conmm ssion O erk
and Adm nistrative Services

This is a facsimle copy. Go to the
Commi ssion’s Wb site,
http://ww.floridapsc.comor fax a
request to 1-850-413-7118, for a copy of
the order with signature.

( SEAL)

JSB

NOTlI CE OF FURTHER PROCEEDI NGS OR JUDI Cl AL REVI EW

The Florida Public Service Conm ssion is required by Section
120.569(1), Florida Statutes, to notify parties of any
adm ni strative hearing or judicial reviewof Comm ssion orders that
i s avail abl e under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and tinme |limts that apply. This notice
shoul d not be construed to nean all requests for an adm nistrative
hearing or judicial revieww ||l be granted or result inthe relief
sought .

As identified in the body of this order, our action regarding
Structure and Governance, Section L, Board Committee, Subconmittee
and Wbrking G oup Meetings Being Qoen to the Public - Additional
Clarification Required; Section M Sufficiency of the Proposed Code
of Conduct - Additional Change Required; Planning and Operations,
Section K, Determ nation of Avail able Transm ssion Capacity (ATC),
Capacity Benefit Margin (CBM, and O her Line Ratings - Additional
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Change Required; Section M Transm ssion Provider Project Rejection
- Additional Change Required; Section O Conpetitive Bidding
Process for Transm ssion Construction Projects - Additional Change
Requi red; Section R Attachment T Cutoff Date; Method of Mtigating
Cost Shifts Resulting from Loss of Revenues under Existing Long-
term Transm ssi on Agreenents; Method of Alleviating Cost Shifting
from the Elimnation of Short-term Transm ssion Revenues; and
Met hod of Recovering I ncremental Transm ssion Costs, is prelimnary
in nature. Any person whose substantial interests are affected by
the action proposed by this order may file a petition for a fornmal
proceeding, in the form provided by Rule 28-106.201, Florida
Adm ni strative Code. This petition nust be received by the
Director, Division of the Conm ssion Clerk and Adm nistrative
Services, at 2540 Shumard Oak Boul evard, Tallahassee, Florida
32399-0850, by the close of business on Septenber 24, 2002. | f
such a petitionis filed, nediation nay be avail able on a case-by-
case basis. If mediation is conducted, it does not affect a
substantially interested person’s right to a hearing. In the
absence of such a petition, this order shall becone effective and
final upon the issuance of a Consunmating O der.

Any objection or protest filed in this docket before the
i ssuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed wthin the
speci fied protest period.

Any party adversely affected by the Conmi ssion’s final action
inthis matter may request: (1) reconsideration of the decision by
filing a notion for reconsideration with the Director, Division of
t he Commission Clerk and Administrative Services within fifteen
(15) days of the issuance of this order in the form prescribed by
Rul e 25-22. 060, Florida Adm ni strative Code; or (2) judicial review
by the Florida Supreme Court in the case of an electric, gas or
tel ephone utility or the First District Court of Appeal in the case
of a water or wastewater utility by filing a notice of appeal with
the Director, D vision of the Conm ssion Clerk and Adm nistrative
Services and filing a copy of the notice of appeal and the filing
fee with the appropriate court. This filing nust be conpleted
withinthirty (30) days after the issuance of this order, pursuant
to Rule 9.110, Florida Rules of Appellate Procedure. The notice
of appeal nust be in the formspecified in Rule 9.900(a), Florida
Rul es of Appellate Procedure.
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| HEREBY CERTIFY that the foregoing supplemental filing of the Florida Public Service
Commission will be sent today by U.S. Mail to the service lists in the above listed dockets.

/s/

Cynthia B. Miller, Esquire
Office of Federal and Legidative Liaison

FLORIDA PUBLIC SERVICE COMMISSION
2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850

(850) 413-6082
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