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I. 

RESPONSE OF FLORIDA POWER & LIGHT COMPANY 
TO FLORIDA RTO ISSUES 

CATEGORY I: PLANNING AND OPEFWTIONAL ISSUES 

First and foremost, the issues list focuses on the question of what role the FPSC 

should play in transmission planning, siting, reliability and operations. FPL believes that the 

level of coordinated planning and operation that has existed to date in peninsular Florida has 

served the state well. Can that coordination be improved upon? The answer, as is true in most 

situations, is yes. FPL’s position is that improved coordination can best be achieved by 

increasing the role of the FPSC in both transmission planning and transmission operations. 

First, with Iegard to transmission planning, FPL is submitting for all workshop 

participants’ consideration the attached “Local Area and Florida Transmission Planning Process’’ 

document. It represents ajoint effort by FPL and FPC to create more coordinated planning 

processes at the state and local levels, and to increase the FPSC’s participation in, and oversight 

of, those processes. It is FPL’s view that the FPSC, not the FERC or some new bureaucracy, 

should be the entity that pfxfoms this oversight role. 

The Local Area and Florida Transmission Planning Process document also 

addresses other identified workshop issues such as the process transmission providers would 

follow, the sharing of transmission information with other impacted entities, and the optimization 

of transmission planning for peninsular Florida. Together, the provisions of this document have 
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the potential to provide for more effective coordinated transmission planning for peninsular 

Florida than now exists. 

With regard to transmission operations, FPL believes that the role of the security 

coordinator provides the most cost effective means for properly coordinating kansmission 

operations in peninsular Florida in order to properly maintain reliability. Alternatives such as 

centralized peninsular Florida (or Iarger area) transmission operations by some new organization 

necessarily will result in a new, expensive, and duplicative inhstmcture and much higher 

ongoing operational expenditures as compared with the existing situation. It is becoming more 

and more evident with each passing month that the cost and bureaucracy associated with such 

organizations greatly outweigh the potential benefits. 

Notwithstanding, FPL understands the concerns raised by others over the fact that 

FPL serves as the security coordinator for the state. To address those concerns, and as FPL 

stated at the February 4 Workshop, FPL is prepared to support a combination of auditing and 

real-time oversight (presence by some neutral observer) sufficient to resolve dl legitimate 

concerns raised by entities. The upcoming Workshop meetings will provide an opportunity to 

discuss and adopt specific steps to ensure that the security coordinator role will be carried out in 

a neutral manner. 

Finally, certain parties apparently want adherence to FERC’s eleven IS0 

principles. Those principles, however, are based on the premise that the existing situation is not 

effective and efficient, and that “the fix” must be in the form of some new bureaucracy that takes 
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control of a regional (larger than Florida) grid. Because that premise is fundamentally flawed, 

FPL believes that the Workshop should concentrate on the incremental types of improvements 

suggested by FPL. 

11. PRICING ISSUES 

Certain entities have: voiced concern over having to pay multiple transmission 

rates for wheeling transactions that traverse multiple contro1 areas. As FPL understands, these 

entities believe that a single regional rate is the solution. 

First, an understanding of what is meant by a single regional rate is necessary. 

With that understanding in. mind, is the lack of such a rate really a problem, that is, what is the 

extent of the perceived problem? When does the problem occur? How much revenue does, for 

example, Seminole or FMPA estimate that it has foregone because of multiple transmission 

charges? Were the lost sales to other Florida utilities? To whom? 

If it turns out that lost revenues are not significant, does it make sense to propose 

RTO “fixes” that potentially could cost hundreds of millions of dollars? FPL strongly sides with 

those who believe that a cost-benefit analysis must be performed on the single charge 

transmission rate proposals now being advanced. If the analysis shows a large shift of dollars 

from some retail customers in Florida to other Florida retail customers, with little or no attendent 

transactional benefits, then it should be self evident that the state should not pursue inhstructw 

changes that will promote such cost shifting. 
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hother  equitable consideration that must be addressed is whether, in a regulatory 

regime such as Florida that forbids retail competition, it is fair to treat all transmission facilities 

the same. For example, in the absence of retail competition, can FPL use FMPA’s transmission 

facilities even if FPL wanted to? If not, why is it fair to value FMPA’s facilities on the same 

basis as FPL’s integrated fhcilities? 

Still further, would a single rate for peninsular Florida send the right pricing 

signals for siting new generation? Or, rather, would it encourage generation to be clustered in 

remote aeas far fiom load centers as a result of cheap, postage stamp transmission being 

available, and cause otherwise unnecessary transmission to be constructed? The central point is 

that my change in transmission pricing is not something that can or should be done without 

considerable thought being given to all the consequences. 

III. GOVERNANCE 

As already explained, FPL does not believe that any RTO or IS0 should be 

imposed on Florida utilities. Rather, improved transmission coordination in planning and 

operations, and increased oversight activity by the FPSC, is the proper approach to take. And, 

while the attached planning document does not go so far as to give the FPSC veto or decisional 

authority over transmission disputes, FPL may be overly optimistic in its approach, but though it 

would be better to attempt to work out any differences through a participatory process with 

oversight by FPSC before resulting in a formal governance structure. 

- 4 -  4 

. .. . . .. 



With regard to market power issues, FPL does not see the relevance of any 

discussions on this matter. FPL’s transmission and generation sales in Florida are regulated, cost 

-based sales. Further, FPL’s open access tariff and the functionaI unbundling brought about by 

the codes of conduct preclude any abuses that might otherwise be possible where there is control 

of transmission and generation. 

CONCLUSION 

The transmission planning and operations proposed changes that FPL is 

supporting, particularly thc elevated role of the FPSC, are significant steps that should, in FPL’s 

view, be given serious consideration by workshop participants. While others may seek even 

greater changes, the prudent course of action would be to first reach consensus on the desirability 

of these proposed changes. These changes should then be put in place and tested before further 

steps are entertained. 
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2/25/99 

LOCAL AREA 
AND 

FLORIDA TRANSMISS[ON 
PLANNING PROCESS 

Local Area Planning Process 

Overview. The Local Area Planning Process will be established as an open 

participatory process involving the Florida Public Service Commission 

(“FPSC”), each affected Transmission Owner and Load Serving Entities 

(“LSE’) ‘that use the Transmission Owner’s system for the purpose of 

achieving coordinated local area planning. Local area transmission 

expansion plans will be developed by each Transmission Owner with 

involvement from those LSEs, then assembled for a coordinated reliability 

review and assessment by the appropriate FRCC working group, with 

oversight by the FPSC. A diagram of the Local Area Planning Process 

is set forth in the flow chart below attached as Appendix A. 

lnputs. Long-term firm transmission requirements (Le., load growth and existing 

planning assumptions) will be provided by the Transmission Owners and 

LSEs. 

Local area databases. Databases for the Local Area Planning Process will be 

developed using the appropriate data (i.e., firm planning assumptions) 

from each of the Transmission Owners and affected LSEs. This process 

will be initiated by a kick-off meeting(s) hosted by each Transmission 
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Owner at which the LSEs will share and discuss all their respective firm 

planning assumptions. The FPSC will be invited to attend and participate 

in such meetings. 

Distribution of local area databases. After the databases for the Local Area 

Planning Process are developed and approved by the Transmission 

Owner and the affected LSEs, such base cases will be provided to the 

affected LSEs and the FPSC, 

local area transmisshn assessments. As part of the Local Area Planning 

Process a local area transmission assessment will be performed to 

determine reliability problems and identify potential solutions to such 

reliability problems. The local area transmission assessment will be 

performed by the Transmission Owner with involvement from the affected 

LSEs. The findings from the local area transmission assessments will be 

presented to the affected LSEs in a meeting to be called by the 

respective Transmission Owner@). The FPSC will participate and 

oversee such meeting. 

Local area transmission expansion plans. Based on the findings of the local 

area transmission assessments, local area transmission expansion plans 

will be developed by each Transmission Owner for its respective 

transmission system. The local area transmission expansion plans along 

with the underlying assumptions will be incorporated into a database and 
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then fowarded to the FRCC and the FPSC for an overall reliability 

assessment regarding compliance with NERC (or successor organization) 

standards and Fllorida Reliability Coordinating Council (“FRCC”) criteria. 

Florida Planning Process 

Overview. The Florida Planning Process will be established as an open 

coordinated participatory process to help ensure reliability in Florida. This 

process will be performed using NERC and FRCC established standards 

and criteria. A diagram of the ptanning process is set forth in the flow 

chart attached as Appendix B. 

B. Inputs 

Transmission Service Requests pursuant to Transmission Owners Open 

Access Tariff (i.e., transmission setvice requests related to 

merchant plants, incremental utility generation, I PPs, etc.) will be 

made to such Transmission Owner. Such Transmission Service 

Requests will include the necessary data required to perform an 

analysis and be posted on the Transmission Owner’s OASIS node 

(Le., FLOASIS). 

Local area transmission expansion plans discussed in Section No. I 

above will be incorporated into the Florida Planning Process. 

FRCC databases. The FRCC will develop coordinated FRCC databases (load 

flow, dynamic and short circuit) using the respective local area 

transmission expansion plans, generation projects, and latest interchange 
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assumptions. 

Performance of screenhg analysis. The Transmission Owner will perform a 

screening analysis to determine the impact on its transmission system in 

delivering power to specified point(s) of delivery. The deliverables from 

the screening analysis will be a list of facilities resulting from a 

contingency anarysis associated with a Transmission Service Request 

with an incremental loading that exceeds NERC (or successor 

Organization), FHCC or the Transmission Owner's criteridstandards. 

Review of screening analysis ;Findings. After the screening analysis is completed, a meeting among the 

Transmission Owner receiving such Transmission $emice Requast, materially adversely 

impacted Transmission Owner(s>, if m y  such Transmission Owner@) are identified, and the 

Transmission Service Requestorls) identified in I1.B.i above will be scheduled to discuss the 

findings ofthe sefeening analysis and to discuss the need, if any, of an impact study, to 

msure reliability. The Transmission Owner receiving the Transmission Service Request and 

the materially adversely impacted Transmission Owner@) agree to provide to the FPSC the 

results of the screening analysis. The FPSC may provide comments on the results of the 

screening analysis. 

Impact d f i c i l i t i e s  shidy. From step E, the Transmission Owner wil1 finalize a study scope, 

coordinate with the study pasticipants and conduct the impact study. The study participants 

will be the materially adversely impacted Tmsmission Owner@) and the Transmission 

Service RequetMs} identified in 1I.B.i above. The hpact study will determine if a request 

violates facility ratings and reliability criteria. If violations are determined to exist, a 

facilities study will be performed by the study participants. Solutions to solve the violations 

will be identified and selected by the Transmission Owner receiving the Transmission Service 
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Request. The Transmission Owner receiving the Transmission Service Request will document 

findings, and discuss potential solution(s) with the materiaXly adversely impacted Transmission 

Owner@) and the Transmission Service Rsquestods). The Transmission Owner receiving the 

Transmission Service Request and the materially adversely impacted Tmsmission Owner(s) 

shall share with the FPSC the studies’ findings. 

Florida reiiability m m s m .  The FRCC working group with oversight by the FPSC Will review 

and assess the overall effect of all of the transmission plans (Local and 

Transmission Service Requests) on the reliability of the transmission 

facilities in Florida using NERC (or successor organization) and FRCC 

criteria (see FRCC Compliance Review Process). 

111. Handling of Confidential Data 

Con fidm tialit y of planning data . 

Each Transmission Owner, LSE and Transmission Service Requestor has 

agreed to supply confidential (generation economics and planned 

transactions) data in accordance with the provisions of this document for 

the development of FRCC databases to be used for planning studies. 

FRCC databases of all load levels needed to do planning studies will be 

developed using the data. The FRCC databases will be filed at FERC 

(Form 715) and distributed to each Transmission Owner, LSE and 

Transmission Service Requestors. The underlying data and assumptions 

used to develop the FRCC databases will not be made public. Each 

Transmission Owner, LSE and Transmission Service Requestor shall 

have access to the FRCC databases in accordance with such FRCC 
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Confidentiality Agreement. 

Each Transmission Owner, LSE and Transmission Senrice Requestor 

may receive arid review any composite document, data and other 

information that may be developed in this Local Area and Florida 

Planning Process, unless such information discloses any individual 

confidential data or information. 

Unwiliingness tu share confidential data. To the extent that a Transmission 

Owner, LSE or Transmission Service Requestor does not submit firm 

plans for some defined planning horizon and does not do so voluntarily, 

the Local Area and Florida Planning Process may not be able to 

accommodate that Transmission Owner‘s, LSE’s or Transmission Senrice 

Requestor’s future transactions. Transmission Owners, LSE or 

Transmission Service Requestors will have an incentive to plan ahead 

and provide the requisite information to ensure reliability and coordinated 

expansion plans. 

IV. Coordinated Transmission Expansion Plans 

Each Transmission Owner’s commitment to build transmission facilities will be 

in accordance with such Transmission Owner’s Open Access Transmission 

Tariff. Additionally, in order to better coordinate transmission expansion plans 

in Florida, the FPSC through its involvement in the participatory process 

discussed above, shalt provide guidance and recommendations to each 

Transmission Owner in circumstances where Transmission Owners, LSE and 
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Transmission Requestors can not reach agreement with respect to the necessity 

and/or appropriate cost recovery for incremental transmission facilities. It is 

intended that the cost recovery of transmission facilities constructed by the 

Transmission Owner will be in accordance with Transmission Owner’s Open 

Access Transmission Tariff. 
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FLORIDA POWER CORPORATION’S RESPONSE TO 

LIST OF FLORIDA-SPECIFIC RTO AND RELATED ISSUES 

Category I. Planning & Operations Issues 

What is the proper role of the FPSC in transmission planning? 

The existing situation: 

Utilities in Peninsular Florida coordinate transmission planning through the 
FRCC. Individually developed plans are aggregated and studied by the FRCC to 
insure adequacy. Problems found are reported and given to affected parties for 
resolution. The FRCC is currently implementing Planning Standards with 
mandatory compliance. FPSC is charged by State law to oversee the development 
of the transmission grid and insure reliability. 

h y  complaints with the existing situation: 

Florida Power Corporation (Florida Power) has no complaints with the existing 
system; however, we are aware that some trammission dependent utilities (TDUs) 
have expressed concerns. 

Any solutions to these complaints: 

Even though Florida Power has no complaints with the existing system, we feel 
that in the future with an even more competitive industry combined with new 
market participants bringing new issues and concern requires stronger regulatory 
presence, Therefore, we believe the FPSC should take a more active role in 
transmission pIamhg. To this end, Florida Power and Florida Power and Light 
have developed a proposed planning process for Peninsular Florida that 
incorporates an activle role for the FPSC. A copy of this process is attached to 
this document as Attachment A. 

What is the proper role of the FPSC in transmission siting? 

The existing situation: 

Under the Florida Transmission Line Siting Act (TLSA), the FPSC makes a 
determination of need for proposed new transmission lines 230kv and above that 
fall under this Statute. 

Any complaints with the ex:isting situation: 

In certain cases, siting of transmission lines can be a lengthy process where 
multiple juridictiom must approve the siting. 
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Any solutions to these compllaints: 

With the lead time on new generation additions less than the time to construct 
needed transmission facilities in many cases, the time to site and construct new 
transmission lines must be shortened. Florida Power encourages the FPSC to 
actively participate in finding ways to shorten the process for siting new 
transmission lines. 

What is the proper role of the FPSC in transmission reliabizity and operations? 

The existing situation: 

Through the FRCC Peninsular Florida Security Process, the operational reliability 
of the Florida grid is maintained by the State Security Coordinator for the next 
day and by the Operations Planning Coordinator for the next week. In addition, 
the FRCC has developed a Compliance Review Program to monitor and insure 
that individual utilities as well as the FRCC Region as a whole comply with 
NERC Operating and Planning Standards. The FPSC has jurisdiction over the 
planning, development, and maintenan= of a coordinated electric power grid 
throughout Florida to assure an adequate and reliable source of energy for 
operational and emergency purposes in Florida. 

Any complaints with the existing situation: 

No complaints with the existing system. 

h y  solutions to these complaints: 

Even though Florida Power h no complaints with the existing system, we feel 
that in the future with an even more competitive industry combined with new 
market participants bringing new issues and concerns, requires a stroager 
regulatory presence. Therefore, we believe the FPSC should take a more active 
role in oversight of transmission operations. 

Ddshould transmission providers plan their transmission additions based on their own needs 
(for generation and load) or dolshould they plan their transmission additions based on 
their own needs and needs of transmission dependent utilities? 

The existing situation: 

The Florida investor owned utilities have open access transmission tariffs that require 
comparable and non-discriminatory treatment of all transmission customers that are connected 
to or use the transmission provider’s system. These tariffs include provisions for the planning 
of transmission additions needed to provide reliable service to transmission dependent utilities. 

Any complaints with the existing situation: 
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Florida Power believes that the open access transmission tariffs and the standards of 
conduct are working. 

Any solutions to these complaints: 

None needed. 

What information shodd be shared regarding transmission planning and with whom should 
this information be shared? 

The existing situation: 

Each year, FRCC utilities jointly develop transmission base cases for the next ten 
years. The FRCC files these cases with the annual FRCC FERC 715 filing. 
Associated with this filing is each utility’s transmission planning criteria. All of 
this information is public record and available on the FERC Website. 

Any complaints with the existing situation: 

The FRCC process of jointly developing and updating transmission system data 
and cases on at least .an annual basis has worked well for a number of years. 
The joint development of transmission cases and data on a regular basis 
facilitates the accuracy of transmission planning studies conducted by individual 
utilities or the FRCC Transmission or Stability Working Groups. 

Any solutions to these comp:laints: 

None needed. 

What does optimization of transmission planning for Peninsular Florida entail? Is it needed? 

The existing situation: 

Individual utility plans are developed using a full grid model of Peninsular 
Florida based on amillally up-dated transmission base cases as described in the 
response to (e) above. Utilities in Peninsular Florida coordinate through the 
FRCC. IndividuaIly developed plans are aggregated and studied by the FRCC to 
insure adequacy. Problems found are reported and given to affected parties for 
resohtion. The FRCC is currently implementing Planning Standards with 
mandatory compliance. The FPSC is charged by State law to oversee the 
development of the transmission grid and insure reliability. 

Any complaints with the existing situation: 

Florida Power believes that as a practical. matter, an optimal plan for the Florida 
transmission grid is achieved by the current processes. Since a l l  facility needs 

- 3 -  



are pIanned using full grid models, there is little to be gained by full grid 
optimization that is not already achieved in individual utility plans, since grid 
problems and solutions tend to be locd in nature. In addition, individual utility 
plans are included in :FRCC seasonal and ten-year transmission reliability studies 
to assure that the com.bined plans meet criteria. 

Any solutions to these complaints: 

None needed. The FRCC has developed a compliance review program to insure 
that individual utility plans when aggregated meet FRCC Planning Standards. 

Should there be a central dispawh of generation and transmission facilities in Peninsular 
Florida? 

The existing situation: 

Each utility designs its transmission grid based on the economic dispatch of its 
internal and external resources. Its external resources can include purchased 
power from other utilities both intrastate and interstate. As a practical matter the 
Florida Broker and XI active wholesale market achieve the benefits of a central 
dispatch. 

h y  complaints with the existing situation: 

None. 

Any solutions to these compl.aints: 

None needed. 

What are the appropriate boundaries for regional transmission planning? 

The existing situation: 

The FRCC is one of the' NErcC reliability regions. FRCC has only one 
interregional interfax: with the other NERC regions, the SouthendFlorida 
Interface. Power tramractions in systems external to the FRCC create no loop 
flow impact on the Pi~ninSular Florida transmission grid. Currently the FRCC 
conducts seasonal and ten year transmission reliability studies on an intraregional 
basis to insure individual utility transmission plans as well as State plans CompIy 
with FRCC and NERC p l d g  criteria In addition, a joint SouthernlFIorida 
Planning Committee ;addresses interregional transmission planning issues 
associated with the SouthadFlorida Interface including the determination of 
Avahble Transmission Capability (ATC) for this Interface. 

Any complaints with the existing situation: 
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Florida Power believes that the existing FRCC Region is the appropriate 
boundary for regional transmission planning. Due to the geography of the 
Peninsular Florida transmission grid, the fact that the grid is not impacted by 
loop flows from adjacent regions, and the Southern/Florida Interface is the only 
interregional interface:, Peninsular Florida is a unique transmission grid and a 
logical electrical boundary for regional transmission planning. 

Any solutions to these compl.aints: 

Florida Power believes that Peninsular Florida is the appropriate boundary for 
regional transmission planning. 

Please comment on each of the folllowing FERC IS0 Principles. 

The FERC IS0 princiiples were discussed in Order 888 as issues FERC saw as 
desirable in any IS0 :proposal that might be brought before it. They were given 
as information to the industry as to FERC’s thinking in this area. As the industry 
has evolved since Order 888 was published, various types of ISOs and other 
forms of RTOs have ‘been either accepted or discussed. These principles need to 
be viewed in this 1igh.t and may not necessarily apply to the situation in Florida. 

Cateporv II. Pricing Issues 

Do multiple transmission rates, k m s  and conditions create problems for transmission 
dependent utilities? 

The existing situation: 

All FERC jucisdictiord utilities have filed open-access transmission tariffs based 
on the pro forma tariff in Order 888. This creates a consistent set of terms and 
conditions for obtairiing transmission service from these transmission providers. 
Non-jurisdictional utilities are also encouraged to adopt open access tariffs and 
some have done so. Multiple transmission rates are encountered only when 
moving power from one transmission provider’s system to another. This reflects 
the fact that transmission systems were built to serve the native load with the 
native generation, wiih transfers between systems primarily to provide for reserve 
sharing and for economy sales or purchases. 

Any complaints with the existing situation: 

Some transmission dqendent utiIities complain about paying multiple 
transmission charges when moving power from one system to another. They 
have defined this as pancaking. As described in (c) below, Florida Power 
believes some means of compnsating transmission providers for the added 
burden of moving power across their systems is appropriate and does not create 
undue problems for transmission dependent utilities. Terms and conditions 
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between FERC jurisdictional utilities are the same and therefore not a cause of 
concern. Non FERC jurisdictional utilities that have not adopted pro forma 
tariffs may have different terms and conditions. 

Any solutions to these comp1,aints: 

None needed. 

Is wholesalehetail transmission comparability a desirable god? If so, how can it be achieved? 

The existing situation: 

Wholesalehetail comparability is a desirable goal. Under FERC’s pro forma 
tariff, a transmission provider is required to treat its wholesale customers 
comparably with its retail customers. Abiding by the pro forma tariff wilI assure 
comparable treatment of all bansmission customers. 

(2) Any complaints with the existing situation: 

Florida Power is not iswwe of any specific complaints. 

(3) Any solutions to these complaints: 

None needed. 

Does pancaking of transmission rates (defrned as additive trammission wheeling rates from 
control area to control area) exist in Florida? Should pancaking be eliminated and, if so, 
how? 

(1) The existing situation: 

As dtfmed above, pancaking does exist in Florida. Pancaking has long served as 
an appropriate way t c i  recognize the additional burden placed on transmission 
systems to move power from one system to another. It also has served as a 
proxy for distance sensitive transmission rates. Absent some other pricing 
mechanism to adequately recognize these issues and compensate transmission 
owners for the burdens these transactions place on the system, pancaking should 
not be eliminated. 

(2) Any complaints with the existing situation: 

Florida Power does n,ot have any complaints with the existing situation. Multiple 
transmission charges when crossing utility boundaries are appropriate since the 
systems, which were built and paid for by the native loads, were not designed to 
support large transfers between systems. I f  new users of the systems want to 
conduct these types alf transactions, they should pay for the use of each 
transmission providers system. Furthermore, any change that might be made to 
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the current pricing mc:thodology has a high potential of resulting in cost shifting 
among customers. 

(3) Any solutions to thesr: complaints: 

None needed. 

Should a cost-benefit analysis be performed on any proposed changes to the current regime? 
If so, generally speaking, how would such an analysis be performed? 

A cost-benefit analysis must be done on any proposed changes to the current regime. 
The analysis should include I I  thorough assessment of the costs associated with any 
proposed changes and an identification of the parties who would pay those costs. The 
benefits should also be quantified and the parties who would receive the benefits 
identified. No changes shoulld be implemented unless the benefits exceed the costs and 
only then if there is no cost shifting. Costs and benefits must be properly allocated to 
all parties so that no group receives more than their proportionate share of either the 
costs or the benefits. 

Is transmission congestion pricing a problem in Florida? What is the appropriate 
methodology to be used to dletermine congestion pricing in Florida? 

The existing situation: 

Yes. Congestion costs are currently paid by the native load customers of each 
utility in the form of out-of-economic generation dispatch costs. 

(3) 

Any complaints with the existing system: 

All customers whetheir wholesale or retail, should pay their share of congestion 
costs on the transmisrion system. 

Any solutions to these complaints: 

Congestion pricing, or redispatch costs should be paid by all customers who 
cause the costs to be incurred. This would involve including the redispatch costs 
in the network transnlission semice rate for network customers and including an 
“and” pricing option for Firm Point-to-Point customers where they would pay 
their share of the reckispatch costs required to maintain their transaction in 
addition to the Point-to-Point transmission service rate for their service. 

Category m. Governance Issues 

Comment in general on the proper governance of any RTU or I S 0  that may be implemented 
in Florida. What govemm.ental and private agencies should be involved and to what 
extent? 
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( I )  The existing situation: 

Each utility plans and operates its own transmission grid with extensive 
coordination through the FRCC. Utilities work together to plan, design, and 
construct interconnections with adjacent utilities. The FPSC regulates the 
planning, developmmt, and maintenance of a coordinated electric power grid 
throughout Florida ID assure an adequate and reliable source of energy for 
operational and emergency purposes in Florida and the avoidance of further 
uneconomic duplication of generation, transmission, and distribution facilities. 

(2) Any complaints yith the existing situation: 

Before any significmt change in organization in Florida could be justified, it 
would be necessary to conclude that the FERC=s present functional unbundling 
plan, as implemented by the open access transmission tariff and standards of 
conduct can not work. Florida Power believes that the open access transmission 
tariff and the standmds of conduct are working. 

(3) Any solutions to these complaints: 

None needed. 

(b) What is the FPSC role in transmission dispute resolution? 

The existing situation: 

The Commission=s rules allow companies to seek declaratory statements as to 
the applicability of specific statutory provisions or rules or orders of the 
Commission as they may apply to the petitioner in its particular set of 
circumstances only. Declaratory statements are a means for resolving 
controversies between companies. Rules 25-22.020 through 25-22.022. 
Section 120.57, FImida Statutes, and Part IV of Chapter 25-22 provide 
procedures whereby transmission customers or the transmission provider can 
resolve disputes. The Commission may seek relief in circuit court in the form 
of temporary or permanent injunctions, restraining orders or other appropriate 
orders where a jurilsdictional utility violates a Commission order or rule and the 
violation impairs th.e operations or service of any jurisdictional enti@. Rule 25- 
22.03 0. 

Any complaints w i h  the existing situation: 

Florida Power belicwes that the means of dispute resolution at the PSC 
available to companies is adequate to resolve the issues that exist with respect 
to the transmission grid in Florida. 

Any solutions to tbese complaints: 
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Florida Power belkves that the entities in Florida with concerns regarding the 
trammission grid must recognize the PSC=s role in the resolution of disputes in 
Florida. 

(c) Does undue market power exist in Florida? What problems are caused by the fact that 
the security coordinator as currently structured is nut fully independent from a Florida 
utility? 

(1) The existing situati.on: 

Undue market power does not exist in Florida. As to generation market power, 
Florida investor-owned utilities can sell power to Florida wholesale customers 
only at cost-based rates. The FERC has not granted any Florida utility 
authority to sell power within Florida at market-based rates. As to transmission 
market power, the FERC has held in its orders granting market rate authority 
for generation that a public utility that has an open access transmission tariff on 
file with the FERC meets the FERC-s transmission market power standard. 
All Florida investor-owned utilities have open access transmission tariffs on file 
with the FERC. The security coordinator function is presently performed by 
the FRCC through its contrzt agent Florida Power & Light. 

(2) h y  complaints with  the existing situation: 

Florida Power believes that the open access transmission tariffs and the 
standards of conduct me working. Florida Power has not had any complaints 
concerning the FFLCC=s or FP&L=s performance of the security coordinator 
function. 

(3) Any solutions to these complaints: 

None needed. 

(d) Is functional unbundling working in Florida? Can it work in Florida? 

(1) The existing sitwtion: 

Florida Power believes that functional unbundling can and is workmg in 
Florida. 

(2) Any complaints with the existing situation: 

Florida Power does not have any complaints with the existing situation. 

(3) Any solutions to these complaints: 

when customers or other utilities have complaints about functional unbundling 
with respect to a. Florida utility, the customer or utility should use the various 
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dispute resolution tools available to it with the FPSC and the FERC. Florida 
Power believes that the necessary tools are available to the complainants. 
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2/25/99 

ATTACHMENT A 

LOCAL AREA 
AND 

FLORIDA TRANSMISSION 
PLANNfNE PROCESS 

Local Area Planning Process 

Overview. The Local &ea Planning Process will be established as an open 

participatory process involving the Florida Public Service Commission 

('FPSC-), each affected Transmission Owner and Load Serving Entities 

("LSE") that use the Transmission Owner's system for the purpose of 

achieving coordinated local area planning. Local area transmission expansion 

plans will be developed by each Transmission Owner with involvement from 

those LSEs, then assembled for a coordinated reliabitity review and 

assessment by the appropriate FRCC working group, with oversight by the 

FPSC. A diagram of' the Local Area Planning Process is set forth in the flow 

chart below attached as Appendix A. 

/#puts. Long-term firm transmission requirements (Le., load growth and existing 

planning assumptions) will be provided by the Transmission Owners and 

LSEs. 

Local area databases. Databases for the Local Area Planning Process will be 

developed using the appropriate data (i.e., firm planning assumptions) from 



each of the Transmission Owners and affected LSEs. This process will be 

initiated by a kick-off meeting(s) hosted by each Transmission Owner at which 

the LSEs will share and discuss all their respective firm planning assumptions. 

The FPSC will be invited to attend and participate in such meetings. 

Distribution of local area databases. After the databases for the Local Area 

Planning Process are developed and approved by the Transmission Owner 

and the affected LSEs, such base cases will be provided to the affected LSEs 

and the FPSC. 

Local area tmnsmission assessments. As part of the Local Area Planning Process 

a local area transmission assessment will be performed to determine reliability 

problems and identify lpotential solutions to such reliability problems. The local 

area transmission asslessment will be performed by the Transmission Owner 

with involvement from the affected LSEs. The findings from the local area 

transmission assessmiants will be presented to the affected LSEs in a meeting 

to be called by the respective Transmission Owner(s). The FPSC will 

participate and oversee such meeting. 

Local area transmission expansion plans. Based on the findings of the local area 

transmission assessments, local area transmission expansion plans will be 

developed by each Transmission Owner for its respective transmission 

system. The local area transmission expansion plans along with the 

underlying assumptiions will be incorporated into a database and then 
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forwarded to the FRCC and the FPSC for an overall reliability assessment 

regarding compliance with NERC (or successor organization) standards and 

Florida Reliability Coordinating Council (UFRCC) criteria. 

Florida Planning Process 

Ovewiew. The Florida Planniing Process will be established as an open coordinated 

participatory process to help ensure reliability in Florida. This process will be 

performed using NERC aind FRCC established standards and criteria. A diagram 

of the planning process iis set forth in the flow chart attached as Appendix 8. 

B. Inputs 

Transmission Service Requests pursuant to Transmission Owners Open 

Access Tariff (i .e., transmission service requests related to merchant 

plants, incremental utility generation, IPPs, etc.) will be made to such 

Transmission Owner. Such Transmission Senrice Requests will include 

the necessary data required to perform an analysis and be posted on 

the Transmission Owner’s OASIS node (Le., FLOASIS). 

Local area transmission expansion plans discussed in Section No. I above will 

be incorporated into the Florida Planning Process. 

FRCC wt8bmeS. The FRCC: will develop coordinated FRCC databa e (load floi 1 

dynamic and short circuit) using the respective local area transmission expansion 

plans, generation projects, and latest interchange assumptions. 

13 
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Performance of screening analysis. The Transmission Owner will perform a screening 

analysis to determine the! impact on its transmission system in delivering power 

to specified point(s) of delivery. The deliverables from the screening analysis will 

be a list of facilities resulting from a contingency analysis associated with a 

Transmission Service Request with an incremental loading that exceeds NERC 

(or successor organization), FRCC or the Transmission Owner's 

criterialstandards. 

Review of screening analysis findings. After the screening analysis is compteted, a 

meeting among the Trarismission Owner receiving such Transmission Service 

Request, materially advlersely impacted Transmission Owner($), if any such 

Transmission Owner(&) are identified, and the Transmission Service Requestor@) 

identified in 1I.B.i above will be scheduled to discuss the findings of the screening 

analysis and to discuss thle need, if any, of an impact study, to ensure reliability. 

The Transmission Owner receiving the Transmission Service Request and the 

materially adversely impacted Transmission Owner@) agree to provide to the 

FPSC the results of the screening analysis. The FPSC may provide comments 

on the results of the screening analysis. 

lmpact and facilities study. From step E, the Transmission Owner will finalize a study 

scope, coordinate with the study participants and conduct the impact study. The 

study participants will be the materially adversely impacted Transmission 

Owner@) and the Transmission Service Requestor(s) identified in 1I.B.i above. 

The impact study will detlermine if a request violates facility ratings and reliability 
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criteria. If violations are determined to exist, a facilities study will be performed 

by the study participants. Solutions to solve the violations will be identified and 

selected by the Transmission Owner receiving the Transmission Senrice Request. 

The Transmission Ownier receiving the Transmission Service Request will 

document findings, and discuss potential solution(s) with the materially adversely 

impacted Transmission Owner@) and the Transmission Service Requestor(s). 

The Transmission Owner receiving the Transmission Service Request and the 

materially adversely impa.cted Transmission Owner{s) shall share with the FPSC 

the studies' findings. 

Florida reliabliity assessment. The FRCC working group with oversight by the FPSC will 

review and assess the overall effect of all of the transmission plans (local and 

Transmission Sewice Requests) on the reliability of the transmission facilities in 

Florida using NERC (or successor organization) and FRCC criteria (see FRCC 

Compliance Review Process). 

Il l .  Handling of Confidential1 Data 

Confidentiality of planning data . 

Each Transmission Owner, LSE and Transmission Service Requestor has 

agreed to supply corifidential (generation economics and planned 

transactions) data in accordance with the provisions of this document for 

the development of FRCC databases to be used for planning studies. 

FRCC databases of all load levels needed to do planning studies wilt be 

developed using the data. The FRCC databases will be filed at FERC 
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(Form 715) and distrilbuted to each Transmission Owner, LSE and 

Transmission Service Requestors. The underlying data and assumptions 

used to develop the FRCC databases will not be made public. Each 

Transmission Owner, LSE and Transmission Service Requestor shall have 

access to the FRCC Idatabases in accordance with such FRCC 

Confidentiality Agreement. 

Each Transmission Owner, LSE and Transmission Service Requestor may 

receive and review aniy composite document, data and other information that 

may be developed in this Local Area and Florida Planning Process, unless 

such information discloses any individual confidential data or information. 

Unwiltingness to share confidential data. To the extent that a Transmission 

Owner, LSE or Transmission Senrice Requestor does not submit firm plans 

for some defined planning horizon and does not do so voluntarily, the Local 

Area and Florida Planning Process may not be able to accommodate that 

Transmission Owner's, LSEs or Transmission Service Requestor's future 

transactions. Transmission Owners, LSE or Transmission Setvice Requestors 

will have an incentive to plan ahead and provide the requisite information to 

ensure reliability and coordinated expansion plans. 

tV. Coordinated Transmission Expansion Plans 

Each Transmission Owner's commitment to build transmission facilities will be 

in accordance with such1 Transmission Owner's Open Aceess Transmission 

Tariff. Additionally, in order to better coordinate transmission expansion plans 
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in Florida, the  FPSC through its involvement in the  participatory process 

discussed above, shall provide guidanoe and recommendations to each 

Transmission Owner in circumstances where Transmission Owners, LSE and 

Transmission Requestors can not reach agreement with respect to the 

necessity andlor appropriate cost recovery for incremental transmission 

facilities. It is intended that the cost recovery of transmission facilities 

constructed by the Trans,mission Owner will be in accordance with 

Transmission Owner’s Open Access Transmission Tariff. 
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TAMPA ELECTRIC COMPANY RESPONSE TO FLORIDA-SPECIFTC 
RTO ISSUE: LIST 

Tampa Electric Company hereby res]?ect€dly submits its response to the issue list discussed at the 
RTO Workshop held at the Florida Public Service Commission on February 4,1999. 

Tampa Electric believes that the workshop process has reached a critical point. With the 
identification of the issues, the time I; now ripe to address next steps and organization of this effort. 
The god should be to develop cofls~lsus on resolution of the transmission issues described below. 
The FPSC should lead and chair the study effort. We once again suggest that the use of an exprt 
third party facilitator would help, and; not hinder FPSC leadership of the study effort. The issues to 
be addressed are complex and potedally divisive. An independent, expert facilitator could assist 
the FPSC by facilitating the process under the FPSC’s direction as it relates to discussion, analysis 
and issue resolution. Facilitation o d d  also include, if desired, administrative support such as 
scheduling, maintaining meeting records, noticing, establishing agendas, providing meeting 
materials, etc. 

Category I - Planning dk Operations Issues 

This category of responses addresses the reliability set of issues. Tampa Electric uses the North- 
American Electric Reliability Council (NERC) definition of reliability, which consists of both 
adequacy @laming) and security (operations). The Florida Public Sentice Commission (FPSC) in 
considerkg the planning and operations of the Peninsular Florida grid should treat generation and 
transmission as integrated resources for the region. The Peninsular Florida grid (or bulk electric 
transmission system) is operated as a single machine moving pwer in bulk from production to 
distribution and ultimate consumption. Operation of the entire system involves the real t h e  
balancing of generation and demand ensuring interconnection fxquency, system stability and safe 
loading levels on both lines and equipment. Generation reserves enable interconnected operation of 
the Peninsular Florida grid by provjdhg regulation (AGC), frequency response, and contingency 
reserves to restore regional generation and demand balance following unit outages within the state. 
Additionally, generation reactive capability must be available under n o d  and emergency 
conditions to maintain adequate voltrilge levels on the grid. In terms of the operability of this “single 
machine”, generation and Eransmission cannot be separated as Services distinct fiom each other. 

The Federal Energy Regulatory Co~nrnission (FERC) recogmxd the inseparability of generation 
and transmission by including certain generation Services @e. ancillary services) as part of the pro- 
forma transmission tariffs required. under FERC Order 888. These Services (e.g., operating 
reserves, regulation, reactive supply and voltage control) are essentially, enabling sewices without 
which a power system could not function. FERC recognized that these services are necessary for 
the provision of basic transmission service, so it required in Order 888 that transmission providers 
include these sewices in their tarif&. 
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(a) What is the proper role of the FFSC in transmission planning? 

Existing Situation: Historically the FPSC has had diEerent roles in the planning of generation and 
transmission capacity. It has played ,B very significant and important oversight role in the planning 
of generation capacity as well as in demand side management, including conservation. The FPSC 
has required utilities to file ten-year generation site plans, reviewed an annual Florida Reliability 
Coordinating Council. (FRCC) process that establishes prospective statewide reserve margins and 
determined the adequacy of those forecasts. In contrast, the FPSC's role in the assessment and 
pIanning of transmission capacity  hi^ been more limited. Although the FPSC has exercised its 
authority under the grid bill in the past to investigate transmission adequacy (q. third 500 kV 
line), it has played less of a role in FRCC's annual transmission planning process. 

Complaints: Witb the advent of increased wholesale competition and "open access" rules by the 
FERC, the FRCC plamhg process ne& to be re-addressed and the FPSC needs to play a larger 
role in the determifiation of statewide transmission adequacy. The revamphg of the regional 
tranSmission planning process should be done from both a generation and transmission planning 
perspective. The review should inc:lude both, because they can be substitutes for each othm to 
varying degrees in addressing reliability needs. 

Soiutions: The FPSC should lead the development of a regional platlning process that fully: 

Integrates Loads 
Integrates Generation 
Assesses and Ensures Reliability 
Facilitates Wholesale Markets 
Addresses Transmission Senice Requests, and 
Addresses compatibility with the generation p l h g  process. 

This process should reflect continuing involvement of the FPSC and an important ongoing 
surveillance review of the adequacy of the then current regional plan. 

@) What is the proper role of the FPSC in transmission siting? 

Existing Situation: Under the Transmission Line Siting Act (TLSA), the FPSC holds hearings to 
certify the need for high voltage transmission lines and responds to complaints regarding the need 
for lower voltage transmission lines. However, the utilities are on their own to site the needed lines 
and obtain required permits. 

Complaints: The existing siting prclcess is very difficult and expensive. In Florida and nationwide 
recently there has been limited success in the siting of high voltage transmission lines. 

Solutions: The siting difficulties would be sigrvficantly mitigated ifthe FPSC were to play a larger 
role in regional transmission planning that identifies needed expansion for the Peninsular Florida 
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grid. The FPSC has sufEcient legklative mandate (Grid Bill, Power Plant Siting Act IpPSA] and 
TLSA) to plan, site and order conmction of transmission facilities to ensure and mainfain a 
reliable, cost effective and enviromemtally acceptable Peninsular Florida grid. 

(c) What is the proper role of the FPSC in transmission reliability and operations? 

Reliability, as defined by NERC, co,nsists of adequacy (planning] and security (operations). The 
role of the FPSC in transmission adequacy was discussed above. Tampa Electric’s following 
comments focus on the role of the F’F’SC in transmission security. 

Existing Situation: Transmission xcurity of the Peninsular Florida grid is accomplished through 
the FRCC Operrtting Committee in comphce  with NERC operathg policies. The FRCC process 
to mure  security is well established. A major feature of the FRCC protocols is the “Security 
Process’’ published October 30, 1996, by the FRCC. The Peninsular Florida grid security process 
consists of these major elements: 

Security Coordination 
Regional Security Plans 
Florida Electrical Emergency Contingency Plan 
Capacity Emergency Operathns 
Automatic Load Shedding 
Reserve Capability 
Transmission - Oscillations 
T d s s i o n  - ResolvinglReporthg Potential Transmission Problems 
FloriWSouthem Interface 

Complaints: There are at least two issue areas regarding the role of the FPSC in transmission 
opemtionS: (1) independence of system operators, and (2) FPSC involvement in the setting of 
reliability standard~ by NERC and FIERC. 

(1) With the advent of increased wholesale competition and the FERC open m e s s  code of conduct 
rules, concern has been raised hy some parties in Florida and elsewhere over potential 
discrimination by the system operator in making operational decisions that could affect commercial 
oprations. 
(2) NERC is undergoing a transhion to a self-regulating organbation with FEW oversight. 
Reliability legislation has been developed to make this transition complete. New NEW standards 
(issued recently and filed with the FERC for approval) WU change regional p l d g  and operating 
practices. Until now, the FPSC has not involved itself in the development of these new NERC 
standards nor has it evaluated the s~mdards to determine if they meet the needs of the Peninsular 
Florida grid. 

The FRCC Security Process is specific and Unique to Peninsular Florida to emure operatiod 
security of the bulk transmission grid and consequently, continuity of service to the citizens and 
ratepayers of Florida The Automatiiic Load Shedding program is a good example of a Unique 
standard to Peninsular Florida that directly impacts retail customers. The utilities in Peninsular 
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Florida have developed a sophisticated and coordinated load shedding program that is designed 
to prevent a Peninsular Florida b1ack:out. 

Over half of Peninsular Florida's distribution load is placed on the underfkquency load shedding 
program to protect equipment from generator out of step conditions (instability) and to ensure 
timely restoration. Recovery from a blackout condition could take days and weeks. The load 
sewed from distribution feeders automatically trip, in stages, as hquency dips below 59.82. 
There are no "boundaries" on who solves this problem; all utilities share equitably in loss of load 
to enable timely restoration of service to the Peninsular Florida grid. 

Solutions: 

(1) Tampa Electric does not believe that the current FRCC Security Process results in 
discriminatory practices, although the potential exists for such discrimination. Tampa Electric does 
not support a "California" solution W:here a complete, duplicative inhstructure is being put in place 
to insure "independence". The California IS0 was put in place to enable retail competition. This 
IS0 does not own generation or traIaSmission but is accountable for ensuring reliability. A very 
complex and costly idhstmc twe is heing put in place to accommodate bidding, scheduling and the 
procurement of critical generation senices for reliability (i.e. ancillary sentiCes). Recent estimates 
are that Califomiia has spent in excess of $500 million in creating its IS0 and that the BO'S current 
annual operating expense is $120 mil.li0n. 

At the February 4th FPSC RTO Workshop there was a brief discussion of lower cost solutions. 
Tampa Electric supports continued discussion through this FPSC study . .  task force to explore within 
the current FRCC SecUrity Process how to better ensure non-discnrmhat ory actions by system 
operators and the Security Coordinator. Tampa Electric believes that, when this inquiry is 
completed and correcfive actions an: taken, there should be no need to form an I S 0  in Peninsular 
Florida 

(2) The FPSC should play a role in the development of FRCC reliability standards, FPSC input is 
necessary during FRCC standards development to ensure a state regulatory perspective prior to 
approval by the NERC Board and FERC. In addition, the FPSC should be protective of its 
jurisdiction under the Florida grid law should any federal reliability legislation be proposed. 

The FPSC has clear authority over bansmission reliability under the grid bill. The regional changes 
taking place under the new NERC standards are significant. These relate to security coordination, 
Available Transmission Capability (ATC), tagging, plannrng standards, Transmission Load Relief 
Pmdures (TLR) and hterconnectcd Operations Services (Le. Ancillary Sentices). The standards 
involve significant issues. An example is the recent FERC order on the NERC TLR Policy. The 
filings required of FERC-jurisdictional Peninsular Florida utilities involve development of a 
regional congestion management methodology and procedures to ensure comparable curtailment of 
native retail and wholesale load. 

(d) Do I should transmission providers plan their transmission additions based on their 

5 



own needs (for generation and load) or do / should they plan their transmission 
additions based on their o w n  needs and the needs of the tmnsmission dependent 
Utilities? 

Existing Situation: Transmission providers do plan their transmission additions based on both 
their own needs and the needs of Transmission Dependent Utilities (TDU’s) but not necessarily in 
an optimal., regional manner. Cunmtly, each individual transmission provider plans its own 
optimal local and bulk transmission system taking into account both retail and finn wholesale 
tramactions (native load). These plans are provided individually to the FRCC Engineering 
Committee, which then aggregates thee results and assesses the aggregation under NERC and FRCC 
planning standards to ensure trammission adequacy. Each provider then builds its own required 
expansion and deals with cost justification and recovery on its own. 

Complaints: The current expansion of the bulk grid may not be optimal nor efficient for Florida 
as a whole because it results from im aggregated plan rather than a regionally developed plan. 
Consideration is not given to optimiizing the individual plans from a regional perspective. It has 
been particularly difficult to determine which utility is responsible for expansion needed at utility 
borders. Providers are reluctant to1 expand and pay for new facilities unless the costs can be 
justified based solely on their own a.eeds. 

Solutions: The FPSC study task force should explore a regional planning process, which could 
yield the following; (1) local area planning efforts, led by each transmission provider conductsd 
in an open process with all load-serving entities in each local area, and (2) the regional planning 
of the bulk transmission grid. 

Both local area and bulk transmiasion planning should be an agreed upon regional process 
subject to regional organization review by the FPSC. There would need to be some mechanism 
to determine which provider must build regionally justified transmission as well as to emure cost 
recovery. The FPSC should participate in the development and execution of such a regional 
planning process. 

(e) What information should be shared regarding transmission planning and with whom 
should this information be shared? 

Existing Situation: In order to plan the Peninsular Florida grid, models of the regional system 
are required. The FRCC builds such models by aggregating the plans of the individual utilities. 

Complaints: In an increasingly competitive wholesale market, some utilities may be concerned 
about releasing commercially-sensitive information to the public which may, nevertheless, be 
needed for regional planning, and tlhere is no accountability for changes in plans that may impact 
regional mndss ion needs. 

Solutions: Ultimately, aI1 Load-Scdrying Entities (LSE’s) within Florida should be required to 
submit specific load forecasts and resource plans for a defined period of years. Approaches 
should be explored regarding deviation fiom submitted LSE forecasts of loads and resources 
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once the bulk grid has been planned based on the idomation previously provided. While plans 
do change, LSE’s should have an iincentive to submit their best estimate of future loads and 
resources. A regional process should create an incentive for timely declaration of forecasts to 
ensure msmission capacity. 

The regional process should also require all LSE’s, to submit wholesale and retail load forecasts, 
resources and associated requests for transmission service through an OASIS system 

(9 What does optimization of transmission planning for Peninsular Florida entail? Is it 
needed? 

See answer to (d) above. 

(g) Should there be central dispatch of generation and transmission facilities in 
Peninsular Florida? 

Existing Situation: There is no central dispatch. Each of 12 control areas in Peninsular Florida 
dispatch generation and control kansinission facilities within their respective areas. 

Complaints: Tampa Electric has not heard any complaints suggesting the need for a central 
dispatch or power pool solution for Peninsular Florida. 

Solutions: The benefits of central dispatch for the Peninsular Florida grid are UnIctlOwn, and a 
cost/benefit study would be necessary to quantify any savings. Years ago a cenfral dispatch study 
was done by the FCGFPSC that led to the establishment of the Energy Broker instead of a 
centrally dispatched system. Central. dispatch at that time was not deemed as cost effective as the 
creation of the Energy Broker. 

The Energy Broker and other market-based economy energy interchange transadom have served 
Peninsular Florida well in increasing the utilization of lower incremental cost generation. 
However, there may be some functions that could be performed more efficiently with 
centralization, such as administration of OASIS, ATC calculation and processing of open access 
requests. The FPSC study task force should address these functions. 

(h) What are the appropriate bloundaries for regional transmission planning? 

Existing Situation: The FRCC creates models of the Peninsular Florida grid that can be used for 
regional planning. These models include grid facilities as well as facilities in the Southern 
Company system so as to study import and export capabilities. 

Complaints: Tampa Electric agrees with the FPSC’s position that the appropriate boundary for 
regional transmission planning is the Peninsular Florida grid. 

Solutions: The Peninsular 
separate, unique region. It is 

Florid~i grid has historically and appropriately been planned as a 
now a separate reliability region under NERC. The FPSC study task 
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force should develop a planning proass that focuses on Peninsular Florida as a separate region. 

(i) Please comment on each of the following F’ERC I S 0  Principles: 

Tampa Electric believes that resolution of each of the issues raised by the FERC IS0 Principles 
set forth below do not require the formation of an IS0 and that there are more cost-effective 
ways to improve the efficiencies and reliability of the Peninsular Florida grid. 

Tampa Electric submits, however, that the Florida solution at a minimum must address these 
I S 0  Principles in order to meet IFERC‘s threshold for positive consideration of regional 
transmission OrgerniZational @TO) approaches that address Peainsular Florida‘s transmission 
matters. While these legitimate issues raise state and federal jurisdictional questions, it is clear 
to Tampa Electric that they must be addressed here and now if the FPSC is to have the 
opportunity to craft a Peninsular Florida solution without total preemption by FERC. 

1. The IS0 J s govemance should be structured in a fair and non-discriminutory manner. 

Existing Situation: The existing regional organization is the FRCC, a NERC regional reliability 
council. The governance of the FRCC is weighted by load, transmission facility ownership and 
generation ownership. This governance has been appropriate for reliability functions to date. 

Complaints: Tbe governance of EL reliability organization may not be appropriate for matters 
regarding fair access to the bulk grid. For example, the NERC govemane is changing as NERC 
delves into access and “fairness” mars. There are perceptions that there may be fairness issues 
relating not only to short and long-tarn access, but also to security protocols. 

Solutions: Any regional transmi!ssion organization must be sensitive to fairness issues. 
Accordingly, a different type of more inclusive governance than the FRCC version may be 
required. 

2. An IS0 a d  its employees should have no Biaancial interest in the economic performance of any 
power market participant. APT I S 0  should adopt and enforce strict conflict of interest stamibdr. 

Existing Situation: FRCC member:; each have a financial interest in the economic perfomce of 
their own merchant functions. The transmission providers with open access tariff3 adhere to strict 
codes of conduct which separate their grid operations function h m  their wholesale merchant 
function. 

Complaints: Thm are no complairits as to the current codes of conduct. 

Solutions: The FERC codes of conduct set acceptable standards, but implementation and fairness 
issues have been raised. See comments elsewhere on access, security and govemance issues. 
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3. An IS0 should provide open accesx to the transmission system and all services under its control 
at ram-pancahd ratespursuant to a single, unbundled, grid-wide tar i f th t  appiies to all eligible 
users in a nun-discriminatoly manner. 

Existing Situation: Each FERC-jurisdictional transmission provider in Florida has its own open 
access tariff that provides open access to the grid facilities that it owns andor operates. There is no 
Peninsular Florida grid-*& transmission tariff and rates are pancaked. 

Complaints: FERC non-jurisdictionad utilities not required to file open access tariffs, and there 
is a ‘hst ’ ’  concern on the part of solme parties that the open access provisions of existing tariffs 
might not be f&ly administered. IPancakd rates further contribute to the inefficiency of the 
Florida Peninsular wholesale market 

Solutions: The FPSC study task forcx should evaluate the need for a Peninsular Florida grid-wide 
transmission tariff for wholesale l ~ a c t i o n s  and the desirability of a related centralid 
administrative function. There shcruld also be addressed the issue of whether a centralized 
administrative function is an appropriate response to faimess concerns regarding open access. (Also 
see comments on pancaked rates ism: 1I.c.) 

4. An IS0 should have the primairy reqwmibility in emuring short-term reliubiliw of grid 
operatiom Its role in this respoiwibili@ should be well defitled and comply with applicable 
stunah5 set by NERC and the regional reiiability council. 

Existing Situation: Under the FRCIC, short-term reliability of the regional grid is the primary 
responsibility of the Operations Plarlning Coordinator and Security Coordinator. These roles are 
currently filled by Florida Power Corporation and Florida Power & Light Company, respectively. 

Complaints: No complaints, except that some parties have raised a “trust” issue regarding fair 
implementation of security protocols. 

Solutions: if added  assurance,^ are desired, the FPSC could actively participate in monitoring the 
operation of the Peninsular Florida grid. 

5. An IS0 should have control mer the operation of interconnected @ammission facilities within its 
region. 

Existing Situation: There are currently 12 separate control areas in Peninsular Florida 

Complaints: No complaints, 

Solutions: There is no need to eliminate or duplicate the functions of the existing control areas. 

6. An IS0 should identifi consfraiP;!ts on the system urd be able to talce operationul actions tu 
relieve those conslraints within the ipading rules established by the governing b&. These d e s  
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should promote eficient trading, 

Existing Situation: NERC and the :FRCC are already working to resolve this issue through the 
recent FERC order on Transmission Loadhg Relief (TLR) pmxdures. 

Complaints: Because of retail hpam from TLR, the FPSC should be more involved in this issue. 

Solutions: The FPSC study task force should address this issue. Regional TLR, redispatch and 
congestion management procedures that promote efficient trading are necessary for the Peninsular 
Florida grid. It should be possible to establish and implement such procedures without the 
necessity of creating an entity with direct operating control. 

7. The IS0 should have appropriate incentives fur eflcient management and administration and 
should procure the services needed for such management a d  adminkfiation in an open 
competitive whet. 

No response is given because there is no need for a separate entity with separate incentives to 
perform all the functions that could be assigned to an ISO. As identified in other responses, there 
are more cost-effective ways to assure the efficient, fair and reliabIe functioning of the Peninsular 
Florida grid wholesale market. 

8. An I S 0  f s  transmission and ancilkty services pricing policies shouldpromote the eficien f use of 
an$ investment in generation, trummission, and consumption. An 150 or an RTG of which the IS0  
is a member should conduct such studies as may be necessapy to identi& operational problems a d  
appropriute expansionr. 

Existing Situation: Each FERC juri!sdictional utility offers open access under the FERC pro forma 
transmission tariff. There is no region-wide transmission pricing or planning, and rates are 
pancaked. 

Complaints: The absence of region-wide pricing and planning and the existence of pancaked rates 
negatively affects the efficiency of the Peninsular Florida grid and wholesale market. 

Solutions: Different transmission :pricing approaches to eliminate pancaked rates should be 
explored. See other comments under pricing issue Category 1I.c. below. In addition, a regional 
planning process should be developed and implemented. See comments in Category La-h above. 

9. An I S 0  should make rmnr;mission system information publicly mailable on II timely h i s  via an 
electronic information network consistent with the Commission 's requirements. 

Existing Situation: Currently, six utilities provide trammission access hformation on the Florida 
Open Access Same-Time I n f d c ~ n  System (FLOASIS). h o t h e r  utility posts such information 
on an independent web page. Others post no information. 

Complaints: The availability and alccuwy of transmission system information is not completely 
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d o n n  within the PeninsuIar Florida region. 
. .  Solutions: There may be efficiencie:: to be gained with centralized h n u t m t ~  ‘on of certain open 

access functions, such as operation. of the FLOASIS, calculation of ATC and processing of 
requests. All peninsular Florida utilities should participate in any centralized approach. 

IO. An I S 0  should develop mechanism to coordinate with neighboring cuiatrul areas. 

Existing Situation: Existing contd  areas and the FRCC already coordinate” with neighboring 
control areas and regional reliability councils. More specifically, the transmission interconnections 
between Peninsular Florida and the Southern Company (the only other neighborkg control area 
with which Peninsular Florida is interconnected) are controlled to ensure reliability in both of the 
regions and the FRCC coordinates this effort. 

Complaints: No complaints. 

Solutions: There is no need to make any changes with respect to coordination with neighboring 
control areas. 

Category IT - Pricing Issues 

(a) Do multiple transmission nites, terms and conditions create problems for transmission 
dependent utilitim? 

Existing Situation: Multiple lmnsmission rates impact all wholesale market parbcipants, including 
traasmission dependent utilities, for interchange tmmctions. When utilities trade power, they use 
point-to-pint transmission services:, which often must be scheduled across multiple transrms ’ sion 
owners‘ systems, such that multipk charges for transmission apply. (Also see comments under 
pancake rates issue c.) 

Complmtints: Paying multiple transmission rates within the Peninsular Florida grid results in 
economic inefficiency because eclonomic transwh *om may not go forward due to multiple 
transmission charges. 

Solutions: This i sm creates problems for m s s i o n  dependent utilities and other market 
participants and nesds to be addressrd See comments under pancake Ws, issue c below. 

Is wholemldretail transmission comparability a desirable goal? If so, how can it be 
achieved? 

Existing Situation: Some retail ratepayers‘ energy is received as a result of trammission at 
wholesale across another utility‘ s 1)ulk grid using the FERC transmission tariff rates for ultimate 
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delivery by the retail ratepayer’s utility. Other retail ratepayers are served directly by the “other 
utility” and that energy is considered retail by such utility with the transmission cost bundled 
within retail rates that are regulated hy the FPSC. 

Complaints: While both. groups of retail ratepayers make use of the “other utility’ s” bulk 
transmission system, access to the gtid is different for wholesale and retail purposes. In addition, 
there is a mix of regulation over trammission; some is subjected to regulation by FERC, some to 
the FPSC, some to neither. 

Solutions: While the FERC has nmdated that there should be wholesaldretail transmission 
comparability, and while this is a desirable goal, there are complex jurisdictional and 
implementation issues. This matter :should be considered in the context of e- pancaked 
rates, which will at least mitigate dislxepancies between wholesale and retail transmission Service. 
See- comments under pancake rates, issue c below. 

(c) Does pancaking of trslnsmhsion rates (deSned as additive transmission wheeling rates 
from control area to contrcrl area) e&it in Florida? Should pancaking be eliminated 
and, if so, how? 

Existing Situation: Yes, it exists. ‘There are two forms of rate pancakmg in Florida One form 
is for point-to-point services, where a power sale whose contract path traverses multiple control 
areas incurs a transmission charge to each owner, regardless of the distance traversed on any 
particular line, or whether any =id power flows on the line at all. hother form of rate 
pancaking occurs for network service. Some utilities have non-contiguous systems such that 
their resources are not directly connected to their loads. These utilities have some local 
transmission systems that they own, but mostly they rely on the owners of the bulk grid to 
transmit their energy to their isolatcd, local distribution systems. These utilities pay the cost of 
their own transmission systems, plus a load ratio share of the cost of whatever bulk grid systems 
they use on a network basis. In addition, they pay any point-to-point charges incurred to transmit 
energy across any other utilities’ transmission systems. 

Complaints: Pancaked rates for pint-to-point service are not economically efficient. Nor are 
additive rates involving combinatio~ns of point-tqoint and network services. Lastly, rates for 
network service may not amropriately separate or credit local and bulk grid facilities. 
Transmission rate proceedings at FJZRC are very expensive and take many years (e-g. parties are 
still w a i u  for a FERC order regarding FPLl s 1993 &ammission rate filing). Although FERC 
sets protested rates for hearing “subject to refund,” refund protection of a rate that remains in place 
for many years does not protect market structure or market tramactims subject to such rates. 

Solutions: Rate pancaking &odd be eliminated in Peninsular Florida if cost subsidy issues can 
be resolved. As a general matter, this elimination of pancaked rates should positively affect the 
efficiency of the wholesale generation market for the benefit of all retail ratepayers. The 
elimination of pancaked rates does not imply the establishment of a single postage stamp rate for 
the Peninsular Florida grid. There are other rate models which can be utilized which address 
both increased efficiency in the wholesale market while providing appropriate price signals for 
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siting new generation. The issues are complex and the study task force, under the leadership of 
the FPSC, should address potential. economic solutions in working toward a comprehensive 
Peninsular Florida grid solution. 

(d) Should a cost-benefit analysis be performed on any proposed changes to the current 
regime? If so, generally speaking, how would such an analysis be performed? 

Existing Situation: Generally, cost-lmefit analysis is used in evaluating any changes considered 
by the FPSC. 

Complaints: No codbenefit analyses have been done at a regional level of any proposed changes. 
Additionally, not all issues can k redved through cost-benefit analyses. Some involve issues of 
discrimination, fairness, law, etc., that require solutions that may not be the most cost effective to 
companies or ratepayers. 

Solutions: A cost-benefit analysis rrhould be performed on any proposed changes, however, it 
should be recognkd that such aaalyz;es are only one of the factors to be used to assess any need for 
change. 

(e) Is transmission congestion pricing a problem in Florida? What is the appropriate 
methodology to be used to dletermhe congestion pricing in Florida? 

Existing Situation: Transmission congestion pricing is an issue which is currently being addressed 
by FERC and NERC, This issue is in the Transmission L o w  Relief (TLR) dockets at FERC 
and in a NERC pilot study to be conclucted this summer. 

Complaints: No complaints, except that some parties have raised a ‘bst’ ’ issue regarding security 
protocoI procedures. 

Solutions: The FPSC study task force should include this issue in its scope of work. Regional TLR, 
redispatch and congestion management procedures that promote efficient trading are cutrently the 
subject of discu&ion at the FRCC, End the FPSC’s active participation would be comtructive and 
important. 

Category III - Governance Issues 

(a) Comment in general on the proper governance of any RTO or IS0 that may be 
implemented in Florida? What governmental and private agencies should be involved 
and to what extent? 

Existing Situation: The FRCC cwrently conducts activities relating to regional reliability. The 
govemmce of the FRCC is established and has so far served the parties well. 

Complaints: The governance of a reliability organization may not be appropriate for matters 
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regarding fair access to the bulk grid. For example, the NERC governance is changing as NERC 
delves into access and “fiahess’’ matters. There are perceptions on the part of some parties that 
there may be faimess issues relating not only to short and long-term access, but also to security 
protocols. 

Solutions: Any regional transmission organization must be sensitive to faimess issues. 
Accordingly, a Werent lype of more inclusive governance than the FRCC version may be 
required. 

(b) What is the FPSC role in trransmission dispute resolution? 

Existing Situation: Alternative Dispute. Resolution (ADR) procedures are included in open 
access tariffs. NERC and the FR.CC also have ADR procedures for operational disputes. 
Transmission rate disputes are subject to FERC jurisdiction. Although disputes dealing with 
uneconomic duplication of facilities are decided by the FPSC, there is little attention to 
unfulflled expansion needs. 

Complaints: The areas where transmission disputes arise are: (1) operational. disputes, (2) 
tariwrate disputes, and (3) transmis!sion expansion disputes. 

(1) Operational: No serious complaints have arisen because the existing procedures have been 
sufficient in a regime where the d e s  have not been mandatory. Under this non-mandatory 
regime, the NERC and FRCC ADR procedures have been little used. In the future world of 
mandatory d e s ,  the NERC and FRCC operating standards will be backed up with 
commensurate penalties to ensure: compliance. National legislation is being proposed to 
facilitate this. This future mandatciry regime will bring about an increased need for the use of 
effective ADR processes at the regional level. 

(2) TariffslRates: The FERC proceiss for resolving tariff and rate filings is time-consuming and 
expensive. Pricing issues often are left unresolved after many years. Wholesale transmission 
rates will continue to be regulated and thus will be subject to rate proceedings. 

(3) Transmission Expansion: In the past, the absence of regional planning has resulted in a failure 
to develop a consensus on what transmission expansion is necessary for wholesale market 
efficiency purposes, in contrast to rdiability purposes. 

Solutions: Proper regional planning will result in the identification of needed transmission 
expansion or other fixes necessary for economic or reliability purposes that will raise cost 
responsibility issues. FPSC invohiement after ADR proceedings could be helpful in resolving 
these in a timely manner in furtherance of the Grid Law objectives. The FPSC study task force 
should include transmission expansion, (3) above, in its scope of work. In addition, the FPSC 
study task force should explore involvement by the FPSC after any unsuccessful ADR 
proceedings relating to operational matters, (1) above, and tariffdrates, (2) above. For example, 
many of the disputes subject to FEIXC jurisdiction might be avoided or their resolution expedited 
if there was a “statewide settlement” on the application of transmission rates to all users. 
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(c) Does undue market power exist in Florida? What problems are cawed by the fact 
that the security coordhatarr as currently structured is not fully independent from a 
Florida utility? 

Existing Situation: Functional unbundling, properly administered under FERC Order 888 and 
889, together with evolving rules under NERC’s leadership relating to the security of the 
transmission system, should effectively mitigate market power concerns as these relate to the 
Security Coordinator. 

Complaints: No complaints, except that some parhes have raised a ‘W’ issue regarding the 
independence of the Security Coordirlator. 

Solutions: I f  added assurances an: desired, the FPSC could increase their participation in 
monitoring the operation of the Peninsular Florida grid. 

(d) Is functional unbundling workiug in Florida? Can, it work in Florida? 

Functional unbundling can work in Peninsular Florida with the implementation of a regional 
planning process, resolution of trust issues relating to open access and security, elimination of 
pancaked rates and increased FPSC participation in monitoring the operation of the Peninsular 
Florida grid. 
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Joi:ut Response 
of 

and 
Seminole Electric Cooperative, Inc 

Florida Municipal Power Agency 

FPSC RTO Workshop 
Problems 

A. Planning Issues - Need for Reg$oional Planning 

Sub-optimization in Planning - The Florida utilities do not currently conduct regional 
integrated planning of bulk transmission system; rather, they plan for their own needs and 
attempt to coordinate their individuid plans with each other on an after-the-fact basis. This leads 
to system inefficiencies which take shape in many forms when looked at from the broader 
perspective of the State’s collective need. A few examples are shown below: 

Poor timing of facility additions 
Redundancy in facility additions 
Planning gaps where problems which require new facilities are simply left unattended. 
Inefficient siting decisions h r  new transmission and generation facilities 
Lack of design flexibility for future expansion 
Voltage design based on single entity conformance as opposed to regional optimization 
Placement of terminals driven only by owner needs 
Conductor size not optimizeid with an eye towards minimizing State losses 

Dealing with the Resulting Problcms - Once transmission facilities are integrated into the 
Florida electric system and problems occur, there is not a practical way to iesolve the problem 
through system improvements since disagreement usually exists 8s to whose problem it is. A 
properly formed RTO would establish the regional planning process; there would necessarily be 
a regional solution to problems that occur. The following is a list of some of the types of 
problems which have resulted in Flmida and are likely to become more prevalent in the future in 
the absence of regional planning: 

- The current balkanized appmach to transmission planning has led to operational (and 
planning) httlenecks, causing sub-optimum operation affecting many utilities. The 
owning utility can defer correcting the problems for many years, unless the upgrade is 
seen as advantageous h m  its singular perspective. 

- Transmission improvements in certain regions of Florida have been deferred to the point 
where the system is inadequate to Seme present loads. 
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- 
TDUs Are Marginalized 

Needed improvements are held hostage to disagreement over cost responsibility. 

Transmission dominant utilities currently have an inherent comp&tive incentive to treat any 
user of %their” system as the marginal user fiom a cost and quality of service perspective. The 
monopoly status of transmission dominant utilities, coupled with the competitive relationship 
that exists at the generation level vvith users of the system, has resulted in a hostile business 
environment where the public interest is sacrificed on the altar of competitive self interest. 
Shown below are a few examples ’to illustsate the concern. 

Transmission dominant utilities are given the incentive to “assip” longstanding 
transmission weak spot problems to parties requesting transmission service as if they 
were the party causing the problem. 

Network transmission usen with loads and resources in multiple control areas are forced 
to artificially allocate (split) individuai resources among each of the control ateas in 
which customer load is located. This obligatory ‘‘rationing” of generation resources 
between multiple msmisision owners has the effect of placing restrictions on customer 
resources which do not sirailarly restrict the resources of the tmnsmission dominant 
utility. Such restrictions reduce reliability of service and increase the cost of service, 

Requests for new delivery points to improve local area reliability are met with resistance 
and stonewalling by transmission dominant utilities. Often times it takes months to 
negotiate a study agreement to even have the request analyzed. 

TDUs are required to pay (i-e., are directly assigned) costs associated with adding 
generation or load to a transmission network. Concurrently, the trammission owner 
would consider similar costs associated with its own loads and resources to be c‘network’y 
upgrades, and assign the cmts to all transmission users. 

B. Operations Issues 

Transmission Security 

One of the primary objectives of establishing an RTO is to improve transmission security. An 
effective transmission security fuwction must be proactive, as opposed to only reactive. It must 
act as a security net which provides equitable coverage over the entire region. A successful 
security function relies on close cooperation among utilities to ensure the adequacy of the real- 
time system information that the security model uses. The FRCC transmission security function 
has been mostly reactive, leaving voids in its coverage, deficiencies in its response once 
problems were detected,. and inadequacies in inter-utility coordination. Reliability of the Florida 
electric system has been adversely affected as the result of these deficiencies. A few examples 
follow: 
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- Regional Blackout 

A regional blackout occurred when a security breach went undetected by the FRCC 
security analysis system, causing outages and voltage instability over an extended period, 

- Regional Disturbance 

A disturbance on one system cascaded into the surroundmg systems, interrupting firm 
load and depressing voltages over a widespread area. One of the findings from the study 
of the event was that the el.ectrical problems could have been confined to the syskm on 
which it started. 

- Regional Electrical Sepmition 

The central region of the F’lorida grid suffered a disturbance which caused it to separate 
from the remaining electric grid. The separation of the generationdeficient central 
Florida region caused under frequency relays to intempt firm load over a broad area. 
The event resulted from irladequacies in the security process: (1) security violations went 
undetected in a timely fasl~ion; (2) security coordinator lacked adequate information to 
assess system security, (3) once problem was detected, requests for action were not 
heeded by those responsible; and (4) unaordinated (de-centralized) switching of major 
transmission lines led to cascading transmission outages due to overloads, and the 
subsequent eleclrkal separation of the central Florida region, 

I Regional Overload and Line Failure 

During a period marked by heavy sales by Florida utilities to out-of-state buyers, 
significant overloads wen: virtually ignored and resulted in the bum down of one line and 
subsequent loss of firm load. The state security coordination apparatus was inadequate to 
resolve the problem and the utilities selling the power were unresponsive in the time 
h m e  needed to prevent the loss ofcustomer load. 

Available Transfer Capability (ATC) Calculations 

The determination of transfer limits on the bulk transmission system is critical to the proper 
functioning of the energy marketplace. The transfer limit between two systems i s  referred to as 
the Available Transfer Capability (“ATC”). Transmission dominant utilities have a competitive 
incentive to restrict access to their systems by their competitors. This makes ATC calculation a 
ripe area for “gaming” the system. 

In addition to the potential for gaming (discussed further under Unfair Competitive Practices), 
the current system is inadequate for another reason. The current system has a number of 
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individual companies calculating ATCs in relative isolation and without any guarantee that their 
individual models truly reflect all pertinent transmission and generation information. Because of 
the integrated nature of the system, ATC calculations (if expected to be accurate) must consider 
the electrical system in its entirety. Examples of typical problems with the current system are as 
follows: 

Some transmission owners either do not routinely update their ATCs or simply default to 
the showing of zero transfer capability. It is typical for a customer to see information 
that shows “space available” but then, upon attempting to CoflSuMnnate a specific 
tramaction, the capacity is said to be not available. 

Another practice is for the transmission dominant utility to claim exclusive access to all 
(or a major portion) of the available capacity for the purpose of serving its native loads. 
Users might see short term non-firm capacity available in some volume but finn capacity 
is withheld from the marksetplace. 

No Consistent Reliability Standards 

The c m n t  system suffers from lack of consistency in reliabLy standards for transmission 
planning, maintenance, and operahon. Examples of associated problems and the fertile ground it 
creates for discriminatory treatmemt of users of the system are as follows: 

Transmission customers sufTer from inferior interconnection facilities relative to 
transmission owner’s load service points 

Transmission dominant utilities will not share their own customer reliability information 
to allow benchmark comparisons to ensure comparable treatment. 

Transmission dominant utilities allocate maintenance support and inhsbmture- based on 
optimizing service to their own customers. 

C. Unfair Competitive Practices 

Despite the good intentions of the Energy Policy Act of 1992 and FERC’s open access rules, a 
competitive marketplace is still being subverted by a range of unfair competitive practices. 
These practices, which take the form of what has been referred to as ‘knalicious compliance” 
with open access d e s ,  have the effect of reducing reliability and increasing costs for sewice to 
wholesale competitors. RTOs are necessary in order to make such practices impossible, or at a 
minimum, to remove the incentive to game the system. 
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Examples of some of the problem; experienced in Florida by transmission dependent utilities are 
as follows: 

- Transmission dominant utilities impose more severe operational standards (e-g., power 
factor, etc.) than the standards imposed on the transmission owners’ own native load 
customers. 

- Transmission dominant utilities are attempting to obligate wholesale customers to install 
regional load shed schemes which are neither uniformly implemented across their 
systems nor are they requiied by the FRCC. Such schemes provide the tools a 
transmission provider could use to enhance its generation business’ access to the market 
by reducing reliability to selected customer groups. 

- Transmission maintenance is being rationed in ways that favor the transmission 
provider’s own native load customers. This historical bias in transmission provider’s 
commitment to reliability has taken the form of regional personnel reductions and 
reorganidon of field pensomd, equipment, and stores. 

- It is believed that out-of-state economy sales are not being immediately teminated by 
transmission dominant utilities during times when these same utilities are requesting 
other users of the system t10 curtail loads in response to a system emergency. In some 
cases, the out-of-state sales contributed to the system emergency. 

- Transmission dominant utilities have attempted to dictate the type of transmission 
service which must be contracted for certain transactions, primarily insisting that firm 
msmission w a s  required instead of non-firm. 

- Transmission dominant utilities attempt to deny flexibility relating to changes in network 
lWOUIceS. 

- Transmission dominant utilities may obstsuct the use of future generating resources if the 
generating plant that is tht: source of the power contains an unsubscribed “merchant” 
component. 

- A number of instances have demonstrated what should be patently obvious - that is, in a 
competitive environment, Chinese walls will not d c e  in order to ensure that there is no 
commrngling of generation and transmission interests by transmission dominant systems. 
The following examples illustrate the concern: 

(a) On at least one oclxtsion, a transmission dominant utility exhibited an apparent 
violation of the FIZRC code of conduct when it used its operations personnel to 
assist in continuing non-firm sales out of the state while claiming it was in a 
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capacity emergency, and therefore eligible for emergency purchases. 

(b) On at least one occasion, it appeared that a transmission dominant utility denied 
transmission servicle to a utility that desired to purchase power fiom a third party; 
and then the trammission company consummated a sale of its own to the same 
utility that had been denied transmission service (i.e., a sale that would not have 
been economical hid the transmission request been granted). 

(c) One transmission provider contends that its merchant staff needs to h o w  details 
of a comwtor’s third party sales, because they must input the information into 
the computer system for System Operator implementation. If true, this would be 
an apparent violation of the conduct code regarding merchant function separation 
from the transmission function. 

Transmission dominant utilities have routinely presented ultimatums to customers 
which are intended to forcc: agreement out of the the customer under the threat of 
denying critical services w:hen needed. A few examples follow: 

Threats made that EL System Impact Study will not be performed without the 
customer first agreeing to precedential language concerning the ultimate cost 
responsibility for specified facilities. 

Threats made that wrvice will not be established to new delivery points unless all 
language has been :resolved. 

Initial results of a mecent system impact study in response to a request fox network 
Service resulted in ia claim there were transmission problems on the provider’s 
system and also on two neighking systems. The transmission provider’s initial 
position was that the entity requesting service must first resolve all such third 
party problems behre it would consider granting network service. 

A transmission provider attempts to force wholesale customers to install specific 
transmission facilities on the customers’ side of the delivery point at the 
customers’ costs even in circumstances where the requirement is not imposed on 
the transmission pmvider’s own system, and the customer does not agree that the 
facilities are necesmy. 

D. Pricing Issues 

Pancaked Rates 

Peninsular Florida is a compact energy market. Each owner of transmission charges a separate 
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transmission rate to move power across its system (e-g., each of the electric utilities in Peninsular 
Florida owning transmission facilities could at some point be a viable wholesale wheeling link). 
If power is moved across multiple systems in Florida, these transmission charges are additive. 
These are, by definition, pancaked wheeling rates. Within the Florida market, there is no cost 
basis for pancaked transmission raites. A properly formed RTO would establish a non-pancaked 
regional rate structure which would yield a more representative cost basis for use of the 
transmission system. 

The attached table shows the extent of the impact of pancaked rates on the Florida energy 
market. 

Pancaked rates creak three major ~xoblems in a market that seeks to promote economic 
efficiency. Pancaked rates: 

Cause market participants ID make generation siting decisions that are not necessarily in 
the best interests of the regiion as a whole. 

Give market participants an economic incentive to build transmission facilities which 
might not othewise be the most optimal from a regional perspective. 

Distort the generation pricing signal and thereby cause poor economic decisions to be 
made when exmining power supply alternatives. 

7 



PANCAKED RATES WtTHlN FLORIDA 
REQUIRED WHEELING TRANSACTlQhlS 
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City of Lakeland, Electric Department 
Response to the FPSC List of FlaridaSpecific RTO and Related 
Issues 

Category 1. Planning & Operations Issues 

a) What is the proper role of the FPSC in transmission planning? 

To date, the FPSC has not taken a progressive role in transmission planning in 
Florida. The role that they have taken has been limited to inquiries at the time of 
permitting new generation projects as required by the Power Plant Siting Act and 
those transmission projects that trigger the Transmission Line Siting Act. The 
FPSC has also provided cursory review annually through the Ten Year Site Plan 
review process. 

To this point in time, transmiission capacity, access and reliability have not been 
a major issue in Florida. Transmission was built as necessary to deliver power 
from the generators to the load centers. As the electric industry is evolving with 
deregulation and competition taking hold, the need for more and better 
coordinated transmission planning is here. We need to understand the effect of 
new or different resources supplying power to existing load centers and the 
effect these new flows will have on existing constraints. One of the effects of 
cornpetition is to wait, postpone or even forgo capital intensive construction 
projects which include electric transmission. This has the potential to affect the 
reliability of the electric grid. Those utilities that desire to build transmission have 
found it to be increasingly dilficutt to do so because of the “Not In My Backyard - 
Nimby” response from customers. The day is close at hand when the utilities wiil 
need the help of Regulators such as the FPSC to get projects built. As part of the 
FPSC’s powers and responsibilities through the Grid Bill, the FPSC needs to 
take a more progressive role in transmission planning. 

b). What is the proprer role of the FPSC in transmission siting? 

The proper role of the FPSC in transmission siting should be to meet the 
requirements of the Transmission h e  Siting Act for reliability purposes and to 
assist utilities in siting anld building transmission as needed or deemed 
necessary. It is Lakeland’s; opinion that the FPSC has been meeting those 
needs and fulfilling its role in transmission siting. 
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c). What is the proper role of the FPSC in transmission reiiability 
and operations? 

The FPSC should monitor the operations of the IS0 and be an observer on any 
operating policy decisions the IS0 develops. The FPSC should also obserye 
any investigations of operatirrg or reliability problems that occur. 

d). Dolshould transmission providers plan their transmission 
additions based on their needs (for generation and load) or 
dolshould they plan their transmission additions based on their 
own needs and the needs of the transmission dependent 
utilities? 

Historically, transmission providers have planned their transmission additions 
based on their native load needs. When electric utilities first began their 
operation, each was an island unto itself. As population and load grew, 
synergies began to evolve! that made it beneficial to establish ties with 
neighboring utilities. Even though those ties began to appear, each utility was 
still responsible for its own reliability needs and thus continued to build 
generation and transmission facilities to meet their respective needs. It wasn’t 
until the 1960’s that all of Flcrrida’s utilities were interconnected with at least one 
other utility. In the 1970’s Florida utirities took a very progressive step in 
establishing what is now called the Energy Broker Network (EBN) to begin the 
economic exchange of energy when it was mutually beneficial. Utilities began 
establishing longer term powler sales and purchases for a variety of reasons, but 
all related to one single underlying theme, economics. A number of smaller 
systems have gotten out of the generation business along the way which 
requires power to be shipped in to serve local load, and others have grown 
without adding generation and/or transmission facilities necessitating the need to 
depend on other systems, but again because of economics. Transmission 
owning utilities with surplus generation have entered into long term 
arrangements to provide power to those systems that left the generation 
business, again for economic reasons. Other transmission owning utilities have 
found themselves caught irt the middle becoming a transportation company 
without any choice as power flows across their system from supplier to recipient. 
Those utilities with long term contracts that act as suppliers have included the 
loads of their respective wholesale customers in planning their respective 
transmission systems to get the power out. These transmission suppliers have 
planned and built their transmission systems based on the long-term contracts 
that they are serving along with the needs of their native customers. Those that 
have become transporters often times find their systems strained because of 
throug hflow. 



Transmission systems have not been planned for the large short tem/non-fim 
transactions or the unplanned throughflows that we are seeing in today’s market. 
Transmission is not free, noir should it be in an economic driven environment. It 
would be unreasonable to expect any company to invest in physical plant without 
the expectation of a revenue stream to pay for that investment. In our business 
that equates to a contract fix transmission service that is sufficient to cover the 
investment cost for a given period of time. Lakeland is more than willing to build 
transmission if there is a ciistomer willing to commit to purchase transmission 
service. Lakeland is not willing to build transmission on a speculative basis, nor 
do we suspect that other utilities would build on speculation either. 

e). What infomation should be shared regarding transmission 
planning and withi whom should this information be shared? 

Anyone owning or planning for transmission facilities must have knowledge of 
ioads and the resources to meet those loads. A transmission owning utility must 
forecast substation loads and have knowledge of generation resources that will 
serve those loads of its native customers. A transmission owning utility that is 
providing transmission senrice for another utility must be provided with that same 
information for those loads that are located within its geographic service territory 
boundaries. If a transmission owning utility is supplying transmission service for 
the export of power from its system, it must know quantities being supplied and 
whose service territory is ultimately receiving the power. The modeling of the 
movement of power requires knowledge of the source of the power and the 
destination along with the quantity and timing of the transaction. TDU’s and 
marketers must be willing to provide this information in order for their 
transactions to be modeled. Only when those transactions are modeled can the 
future needs of any transmission system be determined. Because Florida 
utilities are linked together e’lectrically, transmission owning utilities must also be 
willing to pool or share their data in order to assess the impacts that power flows 
have on each others system due to flow through or what is also referred to as 
parallel flows. The geography of Florida significantly limits the effects of parallel 
flows. Flow through power is however an occasional problem due to some 
utilities being surrounded by one or two larger utilities. 

The requirements of FERC Order 888 along with the pressures of competition 
have actually hurt the process of transmission planning. As mentioned earlier, a 
key ingredient to modeling t:he movement of power is knowing the source. As 
FERC has pushed functionail unbundling, the generation side of today’s utilities 
are reluctant to talk to the transmission side. As a result the transmission 
planner many times does not have accurate information about what generators 
will actually be supplying a particular transaction. An incorrect assumption about 
the generation dispatch can 
need and I or solution for 

have a dramatic impact on the result and ultimate 
the transmission system. Again, as a result of 
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competitive pressures, data beyond 5 years is becoming more and more 
questionable. With ever iincreasing siting and construction times for new 
transmission it is becoming increasingfy difficult to get solutions to transmission 
problems implemented. 

0. What does optimization of transmission planning for Peninsular 
Florida entail? Is; it needed? 

The obvious thought that comes to mind when talking about "optimized" 
transmission planning is "least cost". This could imply that transmission built in 
Florida to date has not been the least cost alternative to meeting load. The idea 
for the need for optimization lof transmission could also imply that there is excess 
transmission in Florida. Thait scenario does not seem to fd either as Florida has 
limited import capability. A!s transmission appears to be somewhat limited in 
Florida, it would seem that the transmission system has been optimized based 
on the avaiiable set of data from which to plan with. 

9). Should there be central dispatch of generation and transmission 
facilities in Peninsular Florida? 

No. The combined central dispatch of both generation and transmission would 
not be in compliance with FERC Rule 888. Central dispatch of generation is not 
conducive to maximizing competition, especially in a cost based dispatch 
environment. Attempts are currently being made via RTO's and EO'S to 
centrally dispatch transmiss'ion in several parts of the country with limited 
success. Access, availability and gaming complaints are still being lodged even 
in some of these so called ISlO's. 

h). What are the appropriate boundaries for regional transmission 
planning? 

The appropriate boundaries for regional transmission planning should be that 
geographic area determined by natural boundaries such as mountains or rivers 
but must also take into account the effects of any adjacent regions as well. 

i). Please comment on each of the following FERC IS0 Principles: 

The following responses by no means endorse an ISO, RTO or similar 
organization. These respomes are based on the premise that if an EO, RTO or 
similar organization did exist, the following principles would or would not be 
appropriate. The entire concept of an EO,  RTO or simifar organization does not 
compliment the intents of FEliC Rule 888 and / or the Energy Policy Act of 1992. 
An IS0 or other similar organization imposes a cost to the participants which is 



counter to the desires of FEIRC and Congress to lower costs to consumers. The 
need for an IS0 presumes that open and nondiscriminatory access cannot be 
achieved by any other means. ISO's should not be formed or used to solve rate 
issues. The Florida Legislature has given the FPSC the power through the Grid 
Bill to ensure retiable and cost effective electric service for all Florida consumers. 
The need for an IS0 can be completely negated through the active participation 
and oversight of the FPSC. This combined with continued and enhanced 
cooperation of Peninsular Florida's utilities individually and through the FRCC 
can provide an electric system that is both reliable and robust in today's market 
as well as being accessible tlo all. 

I) The BO'S governance should be structured in a fair and 
non-discriminatory manner. 

The governance of an ISO, RTO or any other similar organization should be 
structured in a fair and non-discriminatory manner for afl members and 
participants, 

2) An IS0 andl its emptoyees should have no financial interest 
in the economic performance of any power market 
participant, An IS0 should adopt and enforce strict conflict 
of interest !standards. 

An IS0 and its employees should have no financial interest in any member or 
power market participant. Operating without such a policy or safeguard invites 
criticism of favored status or ,discriminatory practices. 

3) An IS0 should provide open access to the transmission 
system ami all services under its control at non-pancaked 
rates pursuant to a single, unbundled, grid-wide tariff that 
applies to siIl eligible use= in a non-discriminatory manner. 

An IS0 should provide open access to the transmission system and all sewices 
under its control. A single non-pancaked rate is not necessarily in the best 
interest of all members or participants. A single postage stamp tariff is only 
acceptable in instances where all grid facilities are owned by the same entity. In 
multi-owner systems or regions, each owner has different costs that must be 
allowed to be recovered. ,A single postage stamp rate will not cover every 
owners cost. Transactions that cross multiple systems certainly will not recover 
the costs of all member systems used. A single postage stamp system-wide 
rate subsidizes costs for one at the expense of others. A MW-Mile rate could be 



a possible solution that would give credit for any system crossed by a 
transaction. 

4) An IS0 should have the primary responsibifity in ensuring 
short-term reliabiflty of grid operations. Its role in this 
responsibillity should be well-defined and comply with 
applicable standards set by NERC and the regional 
reliability council. 

An IS0 or similar grid operatlor should have day to day responsibility for ensuring 
reliability just as control area operators do today. Long term reliability shouid be 
the responsibility of the control area owners of the region and should comply with 
regional and NERC planning and operating standards. 

+ 

5) An IS0 should have control over the operation of 
interconnected transmission facilities within its region. 

An IS0 should have operational control of the interconnected transmission 
facilities within its defined area. 

6 )  An IS0 should identify constraints on the system and be 
able to take operational actions to relieve those constraints 
within the trading rules established by the governing body. 
These rule$; should promote efficient trading. 

An IS0 will be able to identify system constraints as they occur. Constraint relief 
takes place in two ways, generation shift or re-dispatch and construction of 
additional transmission capacity. There will always be constraints if a system is 
pushed beyond its design. Constraint relief via generation shift should not be 
arbitrarily performed. As generation is normally dispatched on an economic, 
least cost basis, the shilling of generation to relieve constraints moves the 
system from least cost generation to a higher cost. The generating utilities 
customers should not be forced to bear higher costs to benefit another utility. 
Market forces should be allowed to work to relieve constraints either through cost 
compensation for generation shift or investment in additional transmission 
capacity. 

7 )  The IS0 should have appropriate incentives for efficient 
management and administration and should procure the 
services nireded for such management and administration 
in an open lcompetitive market. 



Incentives for IS0 management and administration, again seems to fly in face of 
the intent of 888 and EPAct, An IS0 has a cost which must be recovered from 
the consumers which is counter to lowering costs. This IS0 conceptlprinciple 
seems to invite increased costs. A minimum cost IS0 could be accomplished by 
employees of the IS0 reporting to a Board made up of all customers of the ISO. 

8) An ISO’s transmission and ancillary services pricing 
policies should promote the efficient use of and investment 
in generatilon, transmission, and consumption. An IS0  or 
an RTG of which the IS0 is a member should conduct such 
studies as may be necessary to identify operational 
problems alf appropriate expansions. 

An IS0 should not be involved in pricing issues. Rates and tariffs for 
transmission and ancillary services should be based on individual member 
systems costs. An IS0 is only needed if open and nondiscriminatory access 
cannot be achieved by any other means and should be confined to transmission 
dispatch and reliability functions. 

9) An IS0 should make transmission system information 
publicly available on a timely basis via an electronic 
information network consistent with the Commission’s 
requirernen,ts. 

An IS0 should only make transmission system information publicly available if all 
transmission is owned by the EO.  IS0 members retaining ownership of their 
transmission facilities should provide transmission system information available 
as prescribed by FERC through Orders 888 and 889. 

1O)An IS0 should develop mechanisms to coordinate with 
neighboring control areas. 

An IS0 must develop mechanisms to coordinate with neighboring control areas 
just as Peninsular Florida’s utilities have operated in a coordinated manner with 
each other and with Southern Co. utilities. 



Category II. Pricing Issues 

a) Do multiple transmission rates, terms and conditions create 
problems for trarumission dependent utilities? 

The Pro-foma tariff structuire of FERC 888 is intended to eliminate multiple 
terms and conditions for all utilities , not just transmission dependant utilities. 
One of the underlying premilses or concepts of 888 was to have a standard tariff 
with standard terms and conditions so as to help facilitate open access, All 888 
Pro-forma tariffs have firm and non-firm point-to-point senrice, network senrice 
and at minimum the five basic ancillary services that FERC described and 
associated with transmission1 senrice in general. Rates will vary by utility as their 
respective costs vary. The question of whether multiple rates are a problem is a 
matter of opinion. Lakeland feels it is appropriate for each transmission provider 
to be able recover their respective costs of operating their transmission systems. 
As costs are different, rates will likewise be different. Transmission owning 
utilities pay the same rates for moving power across other systems as do 
Transmission dependant utilities thus making the playing field level in that 
regard . 

b) Is wholesatelretail transmission comparability a desirable goal? 
If so, how can it be achieved? [Note: this issue is also properly in 
category llu 

Wholesale transmission comparability as discussed in F E W  Order 888 and 889 
refers to providing the same transmission services and products to others as you 
provide to yourself, such as for serving native load. To that extent, transmission 
comparability is a desirable goat. Those utilities that have filed pro-forma tariffs 
should be following cornparabilrty principles already. Some municipal (non- 
jurisdictionat) utilities are not required to file pro-forma tariffs under 888. FERC 
has stated though that the clomparability principle should still apply. Those non- 
jurisdictional utilities must be willing to provide open access to their systems in 
order to receive open access from other utilities. 

c) Does pancaking of transmission rates (defined as additive 
transmission wheeling from control area to control area) exist in 
Florida? Should ,pancaking be eliminated and, if so how? 

Yes, pancaking of transmission rates exists in Florida. No, pancaking should not 
be eliminated at present. As stated earlier, rates are different because they 
reflect the cost of operating each particular systems transmission network. Even 
if all transmission owners ha'd identical costs, a single postage stamp rate as we 
think of it today would result in those revenues being shared with each system 
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owner whose system was used for a particular transaction. Shared revenues will 
not cover costs unless the single rate is the summation of all the system rates 
involved in each transaction. Single rate structure does not lend itsetf to 
networks that have multiple owners that were built based on the basis of serving 
native load. A single rate is applicable only when the system is designed, built 
and paid for by all parties irivolved. A MW-Mile rate might also be a possible 
solution. Transactions would be charged based on distance flowed thereby 
compensating each system owner that the transaction encounters. The rate 
would be distance sensitive hut would still have to be sufficient to cover costs. 

d) Should a cost-benefit analysis be performed on any proposed 
changes to the current regime? ff so, generalfy speaking, how 
would such an analysis be performed? [Note: this issue is also 
properly in categcrry I and category Ill] 

Yes. The economic impact of any proposed changes must be looked at. If it is 
determined an EO,  RTO or similar organization is needed, that said organization 
does not come without a price. The cost of that organization must be weighed 
against the benefits gained. The costs of an IS0 must be carefully looked at as 
there will be more than just direct costs. There cettainly is the possibility of 
indirect costs such as negative economic impacts to some participants. 

In general, specific access issues must be identified and brought to the table. 
From that list, it must be determined as to why the access problem exists and 
from that solutions can be designed, Are the access problems due to capacity, 
communication, discrimination or some Combination of these? The cost of the 
solution should then be weighed against the savings gained from the 
transmission access gained. 

e) Is transmission congestion pricing a problem in Florida? What is 
the appropriate mlethodology to be used to determine congestion 
pricing in Florida3 ’ 

Lakeland is not aware of conigestion pricing being used in Florida. One method 
to accommodate the concept of congestion pricing would be to handle 
congestion pricing on the secondary market. For example, transmission is 
reserved ahead of time via the OASIS. If transmission capacity for a specific 
transaction is no longer available, the buyer seeking capacity would be able to 
go to the first (original resewing) buyer who had already secured capacity and 
offer to purchase that capacity for a premium. If agreed to, the first buyer would 
receive the premium above the standard rate as compensation for not being able 
to complete its transaction, the seller would get its standard rate and the final 

, 
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buyer would have its requested transmission capaciv, paid for at a “congested” 
price. Congestion pricing s hloufd be negotiated between competing buyers. The 
selling utility should stay out of the mix to avoid any possibility or perception of 
discriminatory practices. It could be argued that this could promote the excess 
purchase of transmission capacity for the sole purpose of re-sale on the 
secondary market or to block competitors from access. That risk exists in 
today’s market but does not appear to be a problem. The market in general 
should do a fairly good job of policing itself. It is highly unlikely that a market 
participant can afford to game the system for any length of time. When prices 
become high enough, eithler investment in transmission will take place or 
alternate sources of power will be acquired through purchase or direct building of 
new generation that replacesl the need for transmission transactions. 

Category Ill. Governance f!ssues 

a) Comment in general on the proper governance of any RTO or IS0 
that may be implemented in Florida? What governmental and 
private agencies should be involved and to what extent? 

Governance can take on many forms depending on the structure of the 
organization. If the RTO I IS0 does not take ownership of the transmission 
facilities, then there should be representation of the owners. along with other 
market participants. This governance should be fair and equitable to all 
participants, owners and non-owners alike. If the organization does have 
ownership , then independent representation would be in order. Representation 
should in all cases contain some technical expertise in the subject matter. It 
would also be appropriate for the FPSC to be participants in all governance 
structures. 

b) What is the FPSC role in transmission dispute resolution? 

An appropriate role for FPSC: in transmission dispute resolution would be that of 
an arbitrator. 

c) Does undue market power exist in Florida? What problems are 
caused by the tact that the security coordinator as currently 
structured is not l!ully independent from a Florida utility? 

Lakeland does not feel that undue market power of transmission exists in 
Florida. Lakeland has not experienced difficulties in obtaining transmission 
service for the purchase or sale of power. The rare instances of curtailment or 
unavailability that have affected Lakeland have been legitimate. 



Lakeland has only encountered one instance of a problem caused by the fact 
that the security coordinator is not fully independent from its Florida utility. It is 
our understanding that in that instance, the utility acknowledged that an error 
was made and no further instances have been noted. This function has worked 
extremely well for Florida as a whole and with reasonable oversight can continue 
to do so well into the future. 

d) Is functiona1 unl~undling working in Florida? Can it work in 
Florida? 

Lakeland has not seen any evidence that it is not working in Florida. 
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Orlanldo Utilities Commission 
Response to the FPSC: List of Florida-Specific RTO and Related 

Issues 

Category I. Planning & Operations 1ssuos 

a) What is the proper role of the FPSC in transmission planning? 

OUC - The FPSC is responsible for the reliable delivery of power to the 
customer. As the generation market opens up in Florida, carrying out this 
responsible will require a more coordinated effort. This means that transmission 
planning will need to be done on a coordinated regional (FRCC) basis. The 
FPSC should take an oversight role to ensure that the coordinated planning 
happens. Relating to regional transmission planning, the NERC IMIC is 
recommending to the NERC Board of Trustees that the calculation of ATC be 
done on a regional basis. Even though the calculation of ATC is not 
transmission planning, this recommendation does show the push for more 
regional coordination and regional processes relating to the use of transmission 
by the market. 

b). What is the proper rOl8 of the: FPSC in transmission siting? 

OUC - The FPSC should continue to meet the requirements of the Transmission 
l ine Siting Act for refiability purposes and to assist utilities in siting and building 
transmission as determined bly the coordinated planning. 

c). What is the proper role of the FPSC in-transmission reliability 
and operations? 

OUC - The FPSC is responsible for the reliable delivery of power to the 
customer. This includes planning and operating. 

d). Dolshould traiismission providers plan their transmission 
additions based on their needs (for generation and load) or dolshould they 
plan their transmission additions based on their own needs and the needs 
of the transmission dependent utilities? 

OUC - transmission providers should plan (build) transmission for any customer 
that is going to pay for it. All retail customers of a transmission system (no 
matter who is supplying the generation) should be treated the same and pay the 
same. 

e). What information should be shared regarding transmission 
planning and with whom should this information be shared? 



OUC - all information necessary for transmission planning - location and size of 
load, generation, and transmission - should be shared with all transmission 
providers by other transmission providers and by all sources of generation. For 
the calculation of ATC, all transmission providers are required to share all data - 
generation, transmission, load, transmission reservations, and schedules - with 
all other transmission providers. 

f). What does optimization of transmission planning for Peninsular 
Florida entail? Is it neededl? 

OUC - Optimal bulk transmission planning would be done completely 
coordinated. 

9). Should there be central dispatch of generation and transmission 
facilities in Peninsular Florida? 

OUC - As generation becomes more and more deregulated, this decision should 
be made by the generation market participants. 

h). What are the appropriate boundaries for regional transmission 
planning? 

OUC - Regional transmission planning should be on geographic and electrical 
boundaries. 

i). Please comment on each of the following FERC IS0 Principles: 

I) The ISO’s governance should be structured in a fair and 
non-discriniinatory manner. 

OUC - The governance of any independent organization that controls assets for 
the public good should be structured in a fair and non-discriminatory manner for 
all stakeholders. 

2) An IS0 andl its employees should have no financial interest 
in the economic performance of any power market 
participant, An IS0 should adopt and enforce strict conflict 
of interest standards. 

OUC - There should be no conflict of interest in the IS0 or its employees, but 
there needs to be a reasonableness to this requirement or many qualified people 
will not be able to work for the ISO. The Midwest IS0 requirements on financial 
interest are an example of what not to do. 
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3) An IS0 should provide open accass to tho transmission 
system and all services under Its control at non-pancaked 
rates pursuant to a single, unbundled, grid-wide tariff that 
applies to ail1 eligible usem in a nonldiscrirninatory manner. 

OUC - Agree. However, a single postage stamp (non-flow based) rate is not the 
only way to have non-pancaked rates. For example, a MW-Mile rate would be 
non-pancaked, but would recognize the distance-sensitive nature of cost of 
transmission. The key is to recognize the actual use of the transmission system 
by flow not contract path. ,4 non-pancaked rate would be a single tariff that 
would be charged to all user.s of the transmission system in relationship to their 
use not in relationship to what transmission that they own. From all of these 
charges the transmission owners would receive the appropriate amount to cover 
their investment in transmissilon and their transmission operating costs 

4) An IS0 sholuld have the primary responsibility in ensuring 
short-term reliability of grid operations. Its role in this 
responsibiliity should be well defined and comply with 
applicable standards set by NERC and tho regional 
reliability council. 

OUC -Agree 

5) An IS0 should have control Over the operation of 
interconnee:ted transmission facilities within its region. 

OUC - Agree, within its defiined area of control. This control may be direct or 
indirect, but the IS0 has ultimate controll responsibility. 

6) An IS0 should identify constraints on the system and be 
able to take operational actions to relieve those constraints 
within the trading rufes established by the governing body. 
These rules should promote efficient trading. 

OUC - Agree, the parties benefiting from these operational actions should pay 
the costs. 

7) The IS0 should have approprlate incentives for efficient 
management and administration and should procure the 
services needed for such management and administration 
in an open compeative market. 

OUC - The IS0 needs to protect and balance the interests of all stakeholder 
groups and must be a suitable vehicle to promote the public interest of open 
access in the  wholesale power market. The IS0 must serve the public interest in 



the transmission system, which will remain a natural monopoly, while generation 
will not. The governing board of the ISO, which would be made up of all of the 
stakeholders, should set the appropriate incentives for efficient management and 
administration. This way the balanoe of the interests of alf stakeholders will be 
met. 

8) An ISO’s transmission and ancillary services pricing 
policies shlould promote the efficient use of and investment 
in generation, transmission, and consumption. An IS0  or 
an RTG of which the IS0 is a member should conduct such 
studies asl may be necessary to identify operational 
problems of appropriate expansions. 

OUC - Since the transmissicln system is a monopoly, any pricing policies should 
reflect costs, both imbedded and marginal. The coordinated regional planning 
should identify problems of appropriate expansions. 

9) An IS0 should make transmission system information 
publicly available on a timely basis via an electronic 
information network consistent with the Commission’s 
requirements. 

OUC -Agree 

10)An [SO sh.ould develop mechanisms to coordinate with 
neighboring control areas. 

OUC - Agree 



Category If. Pricing Issues 

a) Do multiple tmnismission rates, terms and conditions create 
problems for transmission dependent utilities? 

OUC - The current postage stamp (non-flow based) rate methodology is being 
used because it is simple to calculate, but it does not reflect the true cost of all of 
the different uses of the transmission system. Multiple postage stamp rates can 
just multiply this inaccuracy. 

b) Is wholesaldretait transmission comparabiMy a desirable goal? 
If so, how can it he achieved? [Note: this issue is also properly in 
category 110 

OUC - The issue is not wholesale versus retail, but the goal should be 
comparable charges for comparable use. The postage stamp (non-flow based) 
rate does not charge according to actual flows on the transmission system. 

c) Does pancaking of transmission rates (defined as additive 
transmission wheeling from control area to control area) exist in 
Florida? Should pancaking be eliminated and, if so how? 

OUC - Yes, pancaking of transmission rates exists in Florida. A usage or flow 
based rate should take the place of the postage stamp rate. 

d) Should P cost-benefit analysis be performed on any proposed 
changes to the current regime? If so, generally speaking, how 
would such an analysis be performed? [Note: this issue is also 
properly in category I and category HI] 

OUC - Yes, the higher the cost, the more the need for a cost-benefrt analysis. 
This analysis should take into consideration all of the costs and benefits. Some 
of the benefits may be difficult to quantify. All of the stakeholders should identify 
the costs and benefits and be involved in the cost-benefit analysis. 

e) Is transmission ccrngsstion pricing a problem in Florida? What is 
the appropriate m'ethodology to be used to determino congestion 
pricing In Florida? 

OUC - Florida does not have congestion pricing. If the question is should 
Florida have congestion pricing, the answer is not until there is flow-basad 
transmission charges. 



Category Ill. Governance Issues 

a) Comment in gensttal on the proper governance of any RTO or IS0 
that may be Implemented in Florida? What governmental and 
private agencies ishould be involved and to what extent? 

OUC - The governance of any independent organization that controls assets for 
the public good should be stiructured in a fair and nun-discriminatory manner for 
all stakeholders. The IS0 needs to protect and balance the interests of all 
stakeholder groups and must be a suitable vehicle to promote the public interest 
of open access in the wholesale power market. Governmental and private 
agencies should be involved to the extent that they have a stake in the operation 
of the transmission system. 

b) What is the FPSC role in transmission dispute resolution? 

OUC - I assume the question is what role should the FPSC take in transmission 
dispute resolution? Assuming that there is no change in the current way that 
things are done in transmission, that is no formal coordinated transmission 
planning and no ISO, the FPSC should be an arbitrator. With an ISO, the IS0 
board would do the disputts resdution. A formal coordinated transmission 
planning process would inclulde a dispute resolution process in which the FPSC 
could play a part. 

c) Does undue market power exist in Florida? What problems are 
caused by the fact that the security coordinator as currentIy 
structured is not fiully independent from a Florida utility? 

OUC - The issue is not just market power in generation, but monopoly control of 
a transmission system without the checks and balances of other stakeholders to 
ensure the non-discriminatory and comparable use of the monopoly transmission 
system. Right now all of those checks and balance are done by litigation. 

d) Is functional unbundling working in Florida? Can it work in 
Florida? 

OUC - Recently, a transmission provider denied the use of their transmission 
system by OUC, and then they turned around and used their transmission 
system for their profit. That tr,ansmissian provider privately admitted that it was a 
mistake, but would not want to put it in writing or pay for their mistake. 
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Response of Th.e Florida Industrial Cogeneration Association (FICA) 
Request for Response to Florida-Specific RTO Issue List 

Attached find the Florida Indwtrial Cogeneration Association’s (FICA) response to your 
February 8th memo requesting responses to the “Florida-Specific RTO Issue List”. FICA’s 
comments will not, at this juncture, address all issues listed but rather focus on those issues 
of particular concern to FICA, and attempt to articulate the industrial cogenerator’s view of 
the Florida transmission world. Accordingly, FICA reserves the right to expand upon or 
otherwise modify this response. 

FICA members own andor qperate cogeneration facilities h conjunction with various 
industrial Operations at locations throughout the State. FICA’s members internarly consume 
electricity produced by such cogeneration facilities, andlor sell such electricity to utilities. 
FICA’s members have long bet:n constrained in marketing their cogenerated electricity by, 
among other things, the availability, cost, terms and conditions of transmission services. The 
cost of transmission and ancillary services, in conjunction with “line loss” assessments 
imposed by each transmission utility, severely impact the economics of selling cogenerated 
power to any but the “native” or directly bterconnected utility. Similarly, transmission 
‘bottIenecW have impacted on ,the siting/development of additional cogeneration fadities. 

Florida’s peninsular geography presenk a situation which appears to require an independent 
RTO, if transmission services are to provided in an efficient, economical and non- 
discriminatory manner. Based on comments filed in this proceeding, it appears that the 
Florida Municipal Power Agency and Seminole Electrk Cooperative, hc., who are dso 
severely constrained by the current regime, share some of FICA’s interests and concern. 

We trust FICA’s comments will be of use to the Commission in its deliberations regarding 
RTO’s and the Florida electric grid. Please call if you wish to discuss. 
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COMMENTS 
OF 

THE FLORLDA I T T D U S T U  COGENERATION ASSOCIATION 

RE: LIST OF FLORIDA-SPECIFIC RTO AND RELATED lSSUES 

CATEGOR Y 1. Plannina IpI Operations Issues 

What is the proper role of the FPSC in transmission planning? 
FICA: To assure, to extent consistent with applicable law, that transmission planning 
will foster competition in1 the state from generation resources located both within and 
outside of the state of Florida. 

What is the proper role of the FPSC in transmission siting? 
FICA: No position at this time. 

What is the proper rolst of the FPSC in transmission reliability and operations? 
FICA: The FPSC shoutd assure, to the extent of its jurisdiction, that Florida’s electric 
utilities maintain and operate a reliable, efficient transmission sptem which promotes 
competition among electricity suppliers 

Dols hould transmission providers plan their transmission additions based on 
their own needs for generation and load) or dolshould they plan their 
transmission additions based on their own needs and the needs of the 
transmission dependeint utilities? 
FICA: Transmission providers should plan their transmission additions based on (i) their 
own needs: plus (ii) the needs of transmission dependent utilities (TDU); plus (iii) the 
needs of cogenerators and other non-utility generators (NUG); plus (iv) the need to 
import substantial amounlts of electricity from outside the state; plus (v) the development, 
maintenance and operation of an efficient, reliable, abundant supply of transmission 
capacity to serve the m e d s  of all utilities, TDU’s and NUG’s within the state. 

What information should be shared regarding transmission planning and with 
whom should this information be shared? 
FICA: All information regarding transmission planning should be shared with anyone 
interested in such information. Transmission planning impacts on all Florida electric 
customers, both wholeeale and retail, and as such, it is in the public interest to make 
such information availatrle to the general public. 
What does optimization of transmission planning for Peninsula Florida entail? 
FICA In FICA’s view, optimization of transmission planning should include the following 
fundamental goab: 
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( i )  development of a transmisdon grid fully capable of moving andlor distributing 
electricity from many generating resources - both in and out of the state - to customers 
throughout the state; 

(ii) providing high levels of efficiency, reliabilrty and pervasiveness so as to approximate 
the functioning of a single utility; 

(iii) creating a system where the distinction from one utility to another - in terms of cost 
of delivered kWh’s - becomes blurred; 

(iv) assuring the ability of low-cost generators to compete on a nondiscriminatory basis 
with high-cost generators so that the cost of delivered kWh’s tends to become 
homogeneous across the state. 

(f-2) Is it needed? 
FICA Yes, hammission optbnkhon is needed. There 8fe questions as to whether the 
present system is capable of handling new generating capacity proposed to be constructed by 
NUG‘s (DukdNew Smymiq Consteilation, and there appear to be “bottlenecks” in the system 
which deter construction of generating capacity north of Orlando, and which limit imports 
from the north. By virtw: of its peninsular geography, it is critical that Florida optimize its 
transmission planning in a manner with approximates the functioning of a singe utility. 
Moreover, our peninsular geography indicates additions to “inte,rface” capacity with the 
Southern Company - or others - to increase Florida’s ability to import electricity horn out of 
state suppliers. 

(g) Should there be central dispatch of generation and transmission facilities in Peninsula 
Florida? 
FICA: No position at this time 

(h) What are the appropriate boundaries for regional transmission planning? 
FICA: Initially, thc entire state of Florida, including the panhandle area Subsequently, 
following the development of an adequate transmission system, and based on experience 
gained, it may be desirab:le to join with states to the north. 
PIease comment on each of the following FERC IS0 Principles: (i) 

(1) The ISO’s governance should be structured in a fair, non-discriminatory manner, 
FICA: Agree 

(2) An IS0 and its employees should have no financial interest in the economic performance of 
any power market partic:ipant. An IS0 should adopt and enforce strict conflict of interest 
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(3) 

( 5 )  

standards. 
FICA: Agree 

An I S 0  should provide open access to the transmission system and all services under its 
control at non-pancaked rates pursuant to a single, unbundled, grid-wide tariff that applies to 
aII eligible users in a non-discriminatory manner. 
FICA: Agree 

An I S 0  should have the primary responsibility in ensuring short-term reliability of grid 
operations. Its role in this responsibility should be well-defined and comply with applicable 
standards set by NERC and the regional reliability council. 
FICA: Agree 

An IS0 should have mntrol over the operation of interconnected transmission facilities within 
its region. 
FICA Agree 

An IS0 should identify constraints on the system and be able to take operational actions to 
relieve those constraints within the trading rules established by the governing body. These 
rules should promote efficient trading. 
FICA Agree 

The IS0 should have appropriate incentives for efficient management and administration and 
should procure the services needed for such management and administration in an open 
competitive market. 
FICA Agree 

(8) An ISO’s transmission and ancillary &ces pricing policies should promote the efficient use 
of and investment h gemration, tranmkion, and consumption. An ISO, or an RTO of which 
the IS0 is a member, should conduct such studies as may be necessary to identify operational 
problems or appropriate expansions. 
FICA: Agree 
An I S 0  should make trammission system information publicly available on a timely basis via 
an electronic information network consistent with the Commission’s requirements. 
FICA: Agree 

(9) 

(10) An IS0 should develop niechanisms to coordinate with neighboring control areas. 
FICA: Agree 

CATEGORY II. Pricinp I s m  
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Do multipie transmission rates, terms and conditions create problems for transmission 
dependent utilities? 
FICA: It would appear so, assuming the TDU’s experiences are similar to those of 
FICA. FICA’s members have been and are constrained in marketing their cogenmated 
electricity by these factors The cost of transmission and ancillary services, plus “line loss” 
assessments, severely impact the economic benefit of selling cogenerated power to any but the 
“native” or directly interconnected utility. 

Is wholesorIe/re#tsril trslnsrnission comparability a desirable goal? If so, how can it be 
achieved? [Note: this issue is also properly in category III] 
FICA: Yes, it is a desirable goal if the dtimate objective is nondiscriminatory access 
to the transmission system by all generation providers, TDUs and WGs.  Without 
comparability, an integrated utility - conmlljng transmission and generation assets - will have 
the ability to discriminate m d  chill competition in the electricity suppfy markets, in favor of 
its own generation. The ability andlor the incentive of the transmission owedoperator to act 
in a such a discrhhatoTy manner must be eliminated. This can be accomplished by the 
“divestiture’ of transmission assets from the generation utility. A secondary, but less effective 
approach would be through the functional unbundling of services. 

Does pancaking of transmission rates (defmed as additive transmission wheeling rates 
from control area to control area) exist in FIorida? 
FICA: Yes, pancaking does exist in Florida. 

Should pancaking be eliminated and, if so, how? 
FICA: Yes, pancaking shodd be eliminated. [See also FICA’s responses to Category 
I (c) - (91 Under the guidance of the FPSC or other appropriate agency or organization, the 
Florida transmission grid should be “reconfigwed” or optimized to simulate the operation of 
a single, unified transmission system. 
Such a system should be designed with the objectives of (i) being able to efficiently move 
electricity from many genmating resowces within the state and outside the state to the areas 
of need, (ii) providing such levels of efficiency, reliability and pervasiveness so as to exhibit 
the functional equivalent of a single utility; (iii) blurring the bistinction from one utility to 
another - in terms of cold of delivered kwh’s; and (iv) assuring the ability of Iow-cost 
generators to compete on a nondiscriminatory basis with high-cost generators so that the cost 
of delivered kwh’s tends to become homogeneous across the state. 

HypotheticalIy, assume all electric utilities owning transmission facilities in Florida 
“contributed” them to a b:a.nsmission pool, under the administrative and operathg authority 
of - for lack of a better tenn - an IS0 which is chartered to operate the transmission facilities 
as a single, integrated network. Each utility’s contribution to the system would be quantified 
in dollar terms, and statewide (ie non-pancacked) rates would be implemented which (1) 
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assured that each utility would be reimbursed for the value of their contribution to the system; 
(2) produced suEcient cash flow for the operation, maintenance, and planning of the system; 
(3) provided remes for system expansionS and mnQuration. Admittedly, this hypothetical 
raises a number of issues, hut it is a m n a b l e  example of how one might begin the defming 
a blueprint for creating single, integrated, statewide transmission system. 

(d-1) Should a cost-benefit analysis be performed on any proposed changes to  the current 
regime? 
FICA: EPAct, FERC Order 888 and other relevant law simply 
mandate certain actions by the utilities. The cost-benefit of such changes are not specifically 
addressed, perhaps because of the habihy to universally define costs and benefits. If changes 
in the current regime are necessary to comply with the law, then they should be viewed as 
necessary. (FICA would note cost-benefit was not the test in implementing PURPA and the 
related FERC d e s  - rather it was a mandate that QF’s be encouraged. Had the 
implementation of PURPA been conditioned upon a cost-benefit analysis to be performed by 
utilities or their regulators, it is unlikely PURPA would have been universally implemented.) 

Not necessdy. 

(d-2) If so, generally s p d h g ,  how would such an anaIysis be performed? [Note: this ksue is 
also properIy in category I and category 
FICA If such an analysis were to be perfomed, it must take into account all potential 
generation assets which would be encouraged by the change in regime, all benefits associated 
with competitive pressures on the price of electricity, and all other identifiable potential 
benefits wbich likely would be precipitated by the changes. 
Is transmission congestion pricing a problem in Florida? What is the appropriate 
methodology to be used to determine congestion pricing in Florida? 
FICA: No position at this time. 

CATEGORY m. Governan<? Issues 

(a-1) Comment in general on the proper governance of any RTO or IS0 that may be 
implemented in Florida? 
FICA: The RT0,ISO’s governance should be structured in a fair and non- 
dwmmatory ~ a ~ e r  and should include, but not be limited to the following charackristics: 
(i) an RTOlISO and its employees would have no financial interest in the economic 
performance of any power market participant; (ii) an RTOfiSO would adopt and enforce strict 
conflict of interest s t a n h l s ;  (iii) an RTO/XSO would provide open access to the transmission 
system and all Senices wler its control at non-pancaked rates pursuant to a single, unbundled, 
grid-wide tariff that applies to alI  eligible users in a non-discriminatory manner; (iv) an 
RTOASO would have primary responsibility in ensuring short-term reliability of grid 
operations. Its role in this responsibility should be well-defined and comply with applicable 
standards; an RTOIISO s h d d  have control over the operation of interconnected transmission 
facilities within as large ~i region as practicable; (v) an RTOASO would identify constraints 

. . .  
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on the system and be able to take operational actions to relieve those constraints within the 
trading rules established by the governing body to promote efficient trading; and (vi) an 
RTOASO would have appmpriate incentives for efficient management and administration and 
should procure the services needed for such management and adminisbation in an open 
competitive market. 

(a-2) What governmental and private agencies should be involved and to what extent? 
FICA: Because an RTOffSO would be engaged in the interstate transmission of 
electricity, it would be sulbject to applicable Federal law, includhg the Federal Power Act. 
Acconhgly, dthough the state could play a role h the formation of an RTO/ISO, the ultimate 
structure, governance and control will be beyond the purview of the state. 
Moreover, because the ultimate purpose of the laws requiring implementation of RTOASO’s 
is to promote competition and emnomic efficiency in the supply of electricity, it is important 
that TDU’, QF’s, NUG’s and othex potential system users and stakeholders be involved in the 
RTOASO’s. This could occur by providing seats representing such interests on the RTOfiSO 
board, advisory committees, and the Iike. Care must be taken however to prevent any board 
or committee member fiom king in a position to pressure the RTOASO to act in a particular 
way. 
What is the FPSC role hi transmission dispute resoiution? 
FICA: 
resolution. This may be dlue to Federal pre-emption. [see (a-2) above] 

(b) 
FICA is not knowledgeable of any FPSC involvement in transmission dispute 

(c-1) Does undue market power exist in Florida? 
FICA: It appears tlmt undue market power exists in Florida, 

(c-2) What problems are caused by the fact that the security coordinator os currently 
structured is not fully independent from a Florida utility? 
FICA FICA is, because of its limited involvement up to this juncture, in Florida 
tnmmission matters unable: to point out any specific problems which arise due to the lack of 
independence. However, ,unless strict, published and enforceable standard of conduct are in 
place to prevent such problems, along with a means of imposing swift, commensurate 
punishment, such problem Imuld occur. Many professional codes of conduct prohibit even the 
“appearance” of a conflict of interest. The fact that the current coordinator is not fully 
independent, clearly gives rise to a potential ‘‘appearatw’’ of a conflict of interest. 

(d-1) Is functional unbundling; working in Florida? 
FICA No position at this t ime 

(d-2) Can it work in Florida? 
FICA Funetional unbundling could work in Florida if adequate and sufficient safeguards 
are in place to prevent and discourage discriminatory behavior, or “gaming” of the 
system, by integrated utilities. Such safeguards would include but not be limited to: (i) 
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a swift and decisive dispute resolution process where the burden of proof is on the 
transmission provider; (ii) the imposition of harsh fineslpenalties on transmission 
providers for improper behavior; and (iii) a mechanism to financially restore or make- 
whole Victims” of such improper behavior. 
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MOYLE, mMGAN, EhTZ, KOLINS, RAYMOND & SEIEEELAN, P.A. 
ATTORNEYS AT LAW 

210 South Monroe Street 
Tallahassee, Florida 32301 

JON C. MOYLE, JR 
E-mail jmoylejr@moy lelaw .corn 

Mr. Joe Jenkins 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahas~ee, FL 32399-0850 

Telephone: (850) 68 1-3828 
Facsimile: (850) 681-8788 

February 25,1999 
C. 

Other Offices: 
West Palm Beach, FL 

(56 1 659-7900 
Palm Beach Gardens, FL 

(561) 625-6480 

Re: Independent Sysl:em Operator Workshop 

Dear Joe: 

This finn represents and provides these comments on behalf of U.S. Genemthg Company 
(“USGen”), the unregulated genemtion affiliate of PG&E Corporation. USGen appreciates this 
opportunity to address issues concerning the need for an Independent System Operator (‘XSOn), or 
some other independent entity, to lcontrol the Florida Transmission system. We applaud the staff of 
the Florida Public Service Commission for taking this important step to ensure an adequate supply 
of mmwtively priced generation, while also ensuring the transmission system is opted reliably. 
Because this is an issue that is tolpical around the country, USGen would like to fust discuss the 
development of ISOs and other regional transmission organizations (nRTO”s) elsewhere. This 
context will then be used to briefly discuss how IS0 formation enmurages a robust wholesale market 
while, at the same time, maintaining the reliability of the M s s i o n  system. 

Background 

As you are aware, the passage by Congress of the 1992 Energy Policy created a new 
generation entity, the Exempt Wholesale Generator (EWG). This federal legislation served, in 
part, to prompt the serious discussion of a nationally restruchlred market for electricity. In 1995, 
the Federal Energy Regulatory Cismmission (‘FERC”) issued a Notice of Proposed Rulemaking 
(NOPR) in 1995 on open access t:o the transmission grid. These activities made many regdated 
owners of generation realize that the continuation of the ‘cost of service” paradigm for the 
generation of electricity was open to question. Consequently, many regulated utilities became 
reluctant to make long-term investments in generation - whether built or purchased. Soon, the 
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industry began to hear of a new concept; a 'merchant plant," a facility whose output would not be 
committed to a specific load or long-tem'contract, but would be built at the owner's risk and 
financed based on the developer's and lender's view of the regional electric market. 

The direction of a restructtred market for generation began to take serious shape when FERC 
followed its open access NOPR of 1995 with its open access orders 888 and 889 in 1996. FERC 
issued these ordm to further this national development of a wholesale market of electricity. It 
required open, non-discriminatory access to the trammission grid to encourage the building of new 
generation and to facilitate the d e  of bulk or wholesale electricity. Importantly, as a further 
attempt to encourage the development of a robust wholesale market, FERC also encouraged the 
development of ISOs. 

Shortly after the issuance of the FERC clarifying orders mentioned above, several ISOs were 
established around the countty - Texas, California, and in Pennsylvania, New Jersey and Maryland 
('PJM"), 'Mew York and New England. Recently FERC has approved an IS0 in the Midwest that 
aims to encompass the NERC regions of ECAR and MAIN. Various states in the Southwest and 
mid-continent (SPP and MAPP) are also working toward some kind of independent RTO. All theae 
ISOs have in common the following elements: 1) independence of transmission operation; 2) 
elimination of multiple or "pancaked" rates within a transmission area; and 3) market based 
approaches designed to manage possible congestion. 

USGen understands that the encouragement of the wholesale competition goes hand in glove 
with ensuring continued reliability. As a consequence, we wish to briefly discuss how ISOs, or 
similar entities, encourage wholesale competition, which, in turn, enhance reliability for the 
customers of electricity in FIorid,a. 

Encouraging Wholesale Competition & Adequate Generation 

Many parts of the c o u n t r y  are in need of new generation capacity. In many of these areas 
new urnahant plants," power plants that are being built that are not rate based and therefore impose 
no risk to the local electric customer, are underway. It is not a coincidence that the regions where 
the most new generation is being built are those that have restructured their regulatory rules to 
encourage the wholesale market and developed ISOs. New England, New York, Texas, CalifoAa 
and the mid-Atlantic areas of the country have all established ISOs and now find themselves the 
beneficiaries of a large number of new generation sources under construction or in development. 

These areas became attractive to wholesale suppliers of generation because ISOs, and the 
conditions they created, help provide confidence that new generation assets will have access to the 
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grid and that there will be multiple buyers and sellers (“liquidity”) of the output. Liquidity is a “win- 
win” for suppliers and customers, The wholesale customer benefits because it is being given a 
choice between multiple suppliers, which gives the wholesale customer some leverage to obtain the 
best price. The more a wholesalr: customer is free to exercise choice, the better the climate for 
investment in generation by multiple suppliers. 

ISOs also provide incentives and confidence for development of new generation by 
eliminating multiple transmission costs. This is important when considering possible investment 
in new generation since eliminating “pancaking,” or the costs of moving power through more than 
one control area, offers a generator additional areas in which to economically seIl its output. This 
spreads its risks of the capital invested, and thus, provides an incentive to locate in an IS0 controlled 
area This dso facilitates a wholesde customer’s choices by providing additional economic sources 
of generation from which to choox. 

Creating the conditions in which a non-incumbent power supplier can make a well-reasoned 
investment in new generation asslets has direct implications for reliability by helping to ensure 
adequate generation sources. Today’s environment for generation, with the possible phase-out of 
rate based retun on investment, does not provide incentives for incumbent utilities to make 
investments in new capacity since it is unclear whether and how they will be able to recover their 
costs. If the conditions in the current market do not provide confidence that the utility can make an 
investment in new capacity, regulators and wholesale customers of electricity should want to create 
the conditions under which non-regulated or ‘merchantn investment in generation are a w v e .  
ISOs, while not the entire solution, go a long way towards creating these conditions by ensuring 
open, non-discriminatory operation. of the transmission ‘highway’. Without these conditions, it will 
be difficult to sustain adequate levels of generation supply. 

Transmission Reliability 

The reliability of the transnlission system is also enhanced by independent operation in the 
wholesale environmmt. ISOs or other RTOs manage congestion of the transmission system over 
a wider area than the n o d  utility control area As a consequence, they are able to provide pricing 
incentives for generators to re-dispatch based on the value of transmission at a given time. As 
constraints or congestion often aEwt a wide area of transmission service, the most efficient I S 0  is 
as large as possible. This is necessary even in areas that are not as affected by Uloop-flowsn from 
contiguous transmission regions like FRCC. Congestion that does occur in FRCC from power flows 
in SERC would best be handled b:y an IS0 that incorporates at least part of SEW.  We recognize 
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this may not be immediately feasible in Florida’. 

An independent system operator or owner (e.g., an “entityn that has no financial interest in 
any generation in the grid) would also enhance reliability by being in charge of transmission 
planning over the entire areq not just a control area We realize the FRCC currently is involved in 
this function. However, as long as this responsibility is performed by an organization that is 
predominately made up of vertically integrated utilities entities, questions will arise as to whether 
the planning is being done for the benefit of generation that is owned by FRCC members. This 
“mixed incentive,” which is a natural temptation, should be eliminated. 

Similarly, an IS0 or RTO would enhance the reliability of the system by providing rules for 
the interconnection of new genenition over the entire area. If an IS0 is successful in creating the 
incentives for development of new generation, the IS0 will also be in a position to assess the impact 
of proposed new generation on the: system and provide incentives for generation to locate where it 
is most beneficial to the transmisaion system. These incentives could be assessing the impacts of 
new generation and the costs, if any, to upgrade the entire transmission system. By providing an 
unbiased assessment and cost determination for interconnection, the IS0 would set the rules by 
which a robust wholesale market could enhance reliability of the transmission system2. 

Conclusion 

USGen believes Florida should pursue a properly structured IS0 as soon as possible in order 
to facilitate a robust wholesale market that will simultaneously enhance reliability3. It is clear from 
the recent activities at FERC (which may result in some rulemaking later this year or early next), a 
strong desk exists to encourage the development of RTOs. While a Florida only IS0 or RTO may 

* As it would require a desire on the part of regulators and transmission owners in 
SERC, t h i s  more efficient ISIS0 approach may have to wait developments north of the 
Florida line. 
a A generator would of cowst: pay all costs associated with ‘safe intercomction” to the 
grid. The generator could aljro be required to pay some or all costs of larger, system 
upgrades to eliminate general congestion. This will provide for rational location of 
generation and enhance the mliability of the system. 

USGen recognizes that it has not addressed a related issue - Power Exchanges,which 
are often favored for purposes of providing price clarity. This issue can be discussed 
later in the workshop. 
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not be optimally sized from the FERC perspective, we beheve that if Florida proposes a truly 
independent RTO it would be a welcome development at the FERC. We urge the Florida Public 
Service Commission and staffto work cooperatively with all parties to develop an ISO, which will 
benefit all customers in Florida 

JCM/jd 
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To : Joe Jenki ns 
From: F.  John Meyer ' 

Vice President, C m e r c i  a1 Devel opnenl: 
Re1 i ant Energy Power Generati on. Inc. 
john-meyermrel i antenergy . corn 

Attached i s  the response of Reliant Energy Power Generation Inc. to the 
F l o r i d a  spec i f i c  RTO issues. We appreciate the opportunity t o  provide 
these thoughts on these issues and plan t o  par t i c i pa te  in t h e  discussion on 
March 15, 1999. 

I f  you have any questions, please feel free t o  c a l l  me a t  713/207-6000. 

(See attached f i  1 e: F1 ori da. wpdl 
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State of Florida 
Florida Public Service Commission (F’PSC) 
Memorandum of February 8,1999 
RE: Request for Response to Florida-Specific RTO Issue List 

Below is a’list of issues that was dweloped at the February 4, 1999, FPSC Staff Worlrshop on RTO’s 
(Regional Transmission Organizatia~n). We would appreciate your response to each of these issues by 
Thursday, February 25, 1999. For ,each issue listed, please identify: 

(1) the existing situation 
(2) any complaints with the existing situation 
(3) any solutions to these complaints 

All responses should be electronicallly mailed to FPSC-ISG@!frcc.com 

LIST OF FLORIDASPECXFIC RTO AND RELATED ISSUES 

Category I. Planning & Operations Issues 

(a) What is the proper role of the IFPSC is Wansmission planning? 

{ 1) Currently, transmission ow~ers plan for replacements and additions to the m i s s i o n  system 
based upon Company specific criteria associated with the known andor perceived ne& of their 
native loads. 

(2) The current method of system planning does not take into account the evolution of the elecfric 
utility industry from a moimpoly sewing a cdficated geographic area to a competitive, 
functionally unbundled industry where regulated transmission owners provide scrvice to d l  
legitimate market participants on behalf of all loads within a region. 

(3) The FPSC should saive to create an environment which allows for transmission system 
planning on B coordinated regional basis taking into consideration the needs of the developing 
market to conduct transactions of economic significance. These transactions will be driven by 
the decisions made by load entities based upon those load entities’ judgement of what energy 
solution works best for their individual situations. Regional pl&g can best be accomplished 
by an objective regional entity e m p o w d  by the FPSC and staffed with the technical expertise 
to accomplish their objective working in close cooordination with existing and future 
transmission owners. This; entity might take the form of an ISO, a RTO, or a ‘gridm’. 

(b) What is the proper role of the FPSC in transmission siting? 

(1) Currently the FPSC provides input to transmission siting decisions by the transmission owners 
by way of the CCN proce!;~. 

(2) The CCN process is time .consuming and may not be fIexibIe enough to deal with the dynamic 
needs of the market as it relates to transmission adequacy. 

(3) The FPSC should seek to give deference to whatever entity it sanctions with the responsibility 
of regional transmission planning by develophg expedited procedures for the necessary 
regulatory oversight via the CCN process. IndividuaI owners wiIl still be required to gain 
approval of transmission additions and replacements through this process but they will have the 
added benefit of the r eg iod  planner’s perspective and recommendations associated with all 
projects of this nature. The regional planner’s input should have significant weight in the 



FPSC’s deliberations during the CCN process. 

(c ) What is the proper role of the FPSC in transmission reliability and operations? 

(1) Currently the FPSC defers to NEFtC and its regional councib regarding the establishment of 
standards and policies associated with reliability and operations. FPSC has the authority to 
sanction Commission regu!latd utilities for substandard service which might be a product of 
poor reliability or opmtioins. 

(2) The current focus by the FPSC on fostering competition and monitoring the commercial and 
market structure issues associated with the indusm while allowing NERCffRCC/SERC to 
establish and monitor compliance with reliability and operating policies is apprwate.  

(3) In the future the FPSC shcluld continue to recognize the important role of the NERC and its 
regional councils and resist any temptation to involve itself in the technical workings of 
reliability and operations aside h m  its appropriate concerns for hcenthg acceptable customer 
service standards within the State. 

(d} Do I should transmission providers plan their transmission additions based on their own needs (for 
generation and load) or do I should they plan their transmission additions based on their own ne& 
and the needs of the transmission dependent utilities? 

(I), (Z), & (3) Same as questison (a) above. 

(e) What information should be shared regarding msmission planning and with whom should this 
infomation be shared? 

(3) If m i s s i o n  planning is; coordinated by an objective third party within the region, then dI 
planning data and information not subject to proven claims of proprietary individual company 
coromercial or technical concerns should be retained in the public domain for access by all 
market participants on a comparable basis. This would aid in the proper economic signals 
being sent to those eonsidxhg generation siting decisions in the future. 

( f )  What does optimization of trarismission planning for Peninsula Florida entail? Is it needed? 

(3) One must consider what is intended by the use of the term “optimization”. In an open 
competitive market, optimization should mean approaching a state in which all economically 
efficient and viable transactions are capable of flowing given a normal state of options (i.e. 
no generation or transmission emergencies). The best possible way to achieve this optimized 
state is by allowing a regional planning coordinator the flexibility to observe the evolving 
market aud, in conjunction with a market solution to congestion management, determine where 
consmts exist and plan for an orderly elimination of those constraints where the solution is 
economically p r e f d I e  to ongoing congestion management techniques. Centralized planning 
without the necessary input from market forces and without any objective evaluation of cost 
benefit relationships is nolt needed or desirable. 

(g) Should there be ceneal dispatch of generation and transmission facilities in Peninsula Florida? 

(1) Today owners of gweratiim and transmission are responsible for the dispatch and switchiing of 
their respective systems in accordance with their immediate customers’ requirements and 
reliability standards md policies. These systems are coordinated by the Control Area utilities 
so as to balance the grid fbr reliability. 
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(2) The current method of dispatching systems docs not take into consideration the overall needs of 
all market participants and cannot accommodate the changes being experienced as the electric 
industry opens itself to greater levels of competition. 

(3) While there are legitimate arguments against ‘a central dispatch for generation and transmission, 
there can be no denying that a regional approach to grid utilization is preferable to the current 
system of individual companies’ acting without any serious requirement to recognize the needs 
of the market and all its participants. With a strong regional approach to grid operations for 
transmission in place, genrmtion dispatch could be left to traditional market forces brought 
about by competition. Tht: exceptions would be the need to establish requirements for 
cooperation for things such as voltage support by “must run” units, etc. Regional grid 
operations may still take a’dvantage of existing technology and infrastructure by using up-to- 
date communications tools to direct the switching of the various owners’ transmission systems 
in L regionally coordinated. manner. 

(h) What me the appropriate boundaries for regional mnsmission planning? 

(3) Regional transmission planning will work best if the region being planned has rational 
boundaries which support existing system modeling techniques. Generally this means that the 
region should have as its boundaries with cwtiguous regions, electrical boundaries that either 
have or will support the installation of accurate tie h e  metering and protective devices that 
will act to “isolate” the relgion for modeling purposes; or, the electrical boundary is coordinated 
as a region-to-region interface with the adjacent planning regions. In Florida, these boundaries 
could be established as the: existing NERC region. 

(I) Please comment on each of the following FERC IS0 Principles: 

(3) Of the ten principles listeal, only numbers (5 )  and (8) may prove somewhat contmvmiai. 
Principle 5 suggests an I S 0  should have operational control over the interconnected 
transmission facilities within its region. As mentioned in our previous responses, direct 
switching .of the grid is ncirmally best left with the current fmusmission owners as long as that 
switching activity is c10sel.y coordinated and monitmed by the independent regional authority. 
If this accommodation is made, then principle 5 may be acceptable. 

Principle 8 suggests that the IS0 will have some pricing policies associated with ancillary 
services. It is recommended that ancillary service, much like generation which forms the basis 
for most ancillary services, should be developed as part of an efficient competitive market and 
should not be initially vested in one entity as a new or continued monopoly. As au option, the 
IS0 could coordinate an IlSO auction process for obtaining d l  ancillary services. 

Category 11. Pricing Issues 

(a) Do multiple transmission rates, terms and conditions create problems for transmission dependent 
utilities? 

(3) Multiple transmission rates will tend to complicate and increase the underlying cost of 
transactions which cross s,ystem boundaries. It would always Ix preferable fiom a market 
standpoint in a region to have “postage stamp” type rates that are not compounded across 
systems (“pancakd”). Mvdtiple rates have the same complicating effect on all transmission 
customers whether they me transmission dependent utilities, Ioad entities or marketers. In 
addition, FERC strongly s,upports elimination of pancaked rates. 

@) Is wholesale / retail transmission comparability a desirable goal? If so, how can it be achieved? 
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(3) Comparability is not only a desirable goal, it is requkd at the wholesale level by FERC under 
“Open Access” Rules 888 ik 889. It is predictable that the concept embodied by these rules 
will be retained as the various states make the necessary decisions concerning retail 
transactions. The achievement of this concept at the retail level will be based upon the 
successful transfer of the t c d s  used at the wholesale level to bring about comparability for 
those customers. 

’ 

(c ) Does pancaking of transmission rates (defined as additive transmission wheeling rates from control 
area to control area) exist in Florida? Should pancaking be eliminated and, if so, how? 

(1) Currently each transmissiori owner charges for transmission and related losses in accordance 
with their individual tariffs. The result is that transactions which cross control area boundaries 
are burdened with unique and compounded transmission charges. 

(2) The result of the pancaking effect caused by the current situation is to make the costs of many 
transactions difficuh to quimtify in advance and the settlement process after the fact complex 
and unwieldy to manage. ‘These problems work to thwart wholesale transactions and hinder the 
further growth of a competitive market within the State. 

(3) Pancaking of transmission rates must be eliminated in order to fully benefit from the 
opportunities af€orded by clpen access. Some sort of uniform (single) rate for the State’s 
transmission providers and owners is the best way to achieve an efficient, effective market 
while insuring the fair and proper compensation to the owners and providers of transmission. 
There are several models to look at in other regions of the country that could Serve as a 
jumping off point for the Sitate to develop a single rate such as a postage stamp method that 
would work in Florida. 

Id) Should a cost-benefit analysis he performed on any proposed changes to the current regime? If so, 
generally speaking, how would such an analysis be performed? 

(3) It is important that an analysis of any changes in transmission pricing being considered include 
a quantification of the delta impact on transmission owners as well as load entitie within the 
State. The objective of my pricing system is to retain the balance currwtly misting between 
the burden to be borne by the loads in the form of costs and the benefits to be derived by the 
msmission owners for their investment in assets. No new system should cause the 
undesirable result of uninttmtional cost shifting from loads to shareholders or vice versa. 

(e) Is transmission congestion pricing a problem in Florida? What is the appropriate methodology to 
be used to detnmine cmgestioa pricing in Florida? 

(3) If congestion pricing is nut L problem currentIy in the State, with competition, it soon will be! 
The appropriate methodolcigy to be used wilI attempt to balance simplicity with accuracy in 
terms of the tenet “he wha benefits, pays”. The btst way to achieve this balance objectively is 
to develop a truly workable market solutim to congestion management. Allow for the market 
to “price” congestion rights and then those transactions that wamut the use of consfmined 
interfaces will purchase them. 

Category 111. Governance Issues 

(a) Comment in general on the proper governance of any RTO or IS0 that may be implemented in 
Florida? What g o v m e n M  2nd private agencies should be involved and to what extent? 

(3) The desired govemancc for any RTO or IS0 should incorporate many of the principles for 
ISO’s delineated by the FIXC and commented on here in Category I, question 0. 
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me role of government is rto mandate to the market participants the establishment of such an 
entity aud to allow the market io  reach cwsensus on the details within prescribed limits. The 
RTO or IS0 should be a mw-governmental not-for-profit entity with no financial interest in 
transmission, generation , cir related products and/or services. We believe that a balanced 
stakeholder board with no iitakeholder group able to conml the outcome of the board action is 
necessary to establish M independent group which defines the market’s needs. 

@> What is the FPSC role in transmission dispute resolution? 

(3) The FPSC should mandate that the RTO I IS0 be developed to include a reasonable alternative 
dupute resolution (ADR) mechanism. There should be a method by which any party to a 
dispute could petition the Commission for involvement of decision in the cast of a situation 
that requires immediate resolution. There should also be a basis for ultimate appcal of the 
ADR process to the Commission Once is has worked. 

(c ) Does undue market power exist in Florida? What problems are caused by the fact that the security 
coordinator as cumntly structured is not fully independent fiom a Florida utility? 

(1) It is undeniable that market power is a real problem in the State. The FPSC has the authority 
and the ability to mitigate this problem by creating and Enforcing strict guidelines that remove 
both the fact and the perception that large integrated utilities continue to exert control by 
administering something less than complete comparability when it comes to open access issues. 
The fact that d l i a t e d  hmsmission customers are treated differently than affxliated customers 
when seeking and receivinig various transmission services can. be documented. It will take an 
initiative of the FPSC to objectively document anecdotal evidence of market power and develop 
workable solutions to the problems so documented. Those solutions should be measured aud 
reasonable and intended only to cure the problem without being punitive. 

The administration of the :function of Security Coordinator by these same entities who are 
believed to have market power simply works to aggravate an already difficult situation. Since 
this is an issue common to most if not all regions within the Eastern Interconnect of NERC, it 
would be advisable for t h e :  FPSC to lend its support to the ongoing efforts within NERC to 
resolve some of the more 8disturbw issues associated with real or perceived conflicts of interest 
within the ranks of Securily Coordinators. If a RTO or IS0 is developed, to role of security 
coordination can be transfimed to this entity where one would expect objectivity would not be 
in question. 

(d) Is functional unbmdhg working in Florida? Can it work in Florida? 

(1) The results of functional unbundling today is a mixed bag. While some entities have taken 
appropriate steps to implement both the letter and spirit of unbundling, there are some 
companies who have selected %window dressing” over real substantive unbundling. 

(3) Functional unbundling earl work, but only if thm is FPSC review, evduation, and sanctions for 
companies’ poor implementation of the unbundling concept. More directed oversight in this 
area is both warranted andl desirable. 


