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P R O C E E D I N G S  

CHAIRMAN JABER: Good morning. Let me 

h r s t  apol ogize for being 1 ate. We had mu1 t i p 1  e proceedings 

joing on t h i s  morning. I th ink  some o f  you probably knew t h a t  

ve had a telecommunications col laborat ive going on i n  In ternal  

\ f f a i r s ,  and there was no real  good time f o r  me t o  take a break 

md come over here. So I apologize fo r  any inconvenience. 

I want t o  welcome everyone here today. I know t h i s  

vas a workshop tha t  the Commissioners requested. These are 
iery .timely, important issues, and we want t o  make sure tha t  we 

Tear from everyone. I would ask before counsel reads the 

Totice tha t  we a l l  make sure we know not t o  i n te r rup t  each 

Jther and tha t  t h i s  workshop w i l l  be governed i n  a very order ly  

fashion. 

questions ca re fu l l y  and g ive  a very precise, concise answer and 

I would ask t h a t  you l i s t e n  t o  the Commissioners' 

prevent any confusion tha t  might be created. 

And w i th  tha t ,  Ms. Brubaker, read the notice, and 

I ' ve got some opening remarks. 

MS. BRUBAKER: Pursuant t o  notice, the Flor ida Pub 

Service Commission has set aside t h i s  time and place f o r  the 

purpose o f  holding a publ ic  workshop on generator 

i c  

interconnection procedures and agreements. The purpose o f  the 

workshop i s  set out more f u l l y  i n  the notice. 

CHAIRMAN JABER: Do you want - -  do you need t o  take 

appearances now o r  as they speak? 

FLORIDA PUBLIC SERVICE COMMISSION 
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MS. BRUBAKER: We can do i t  a t  your preference, 

Commissioner. We do have a sign-up sheet, so we should have a 

record o f  who a l l  attended personally. We would ask tha t  as 

people approach the microphones t o  speak tha t  they do i d e n t i f y  

themselves f o r  the record. 

CHAIRMAN JABER: Okay. I th ink  t h a t ' s  bet ter .  Le t ' s  

j u s t  w a i t  and hear who the speakers are. As you a l l  know, 

Commissioners, i n  1996 FERC issued Order 888 which l a i d  the 

foundation o f  the promotion o f  wholesale competition by opening 

up access t o  the nat ion 's  gr id .  Order 888 encouraged but 

d i d n ' t  require the formation o f  the ISOs. 
I n  December o f  '99 FERC issued Order 2000. The 

object ive o f  t h a t  order was tha t  a1 1 transmission-owning 

e n t i t i e s  i n  the nation, including the nonjur isdict ional  

e n t i t i e s ,  would place t h e i r  transmission f a c i l i t i e s  under the 

control o f  an RTO. As a fur ther  step i n  t r y i n g  t o  promote 

competition, the FERC issued an advanced not ice o f  proposed 

rulemaking i n  October o f  l a s t  year s ta t i ng  tha t  i t  intended t o  

adopt a standard interconnection agreement and procedures tha t  

would be appl icable t o  a1 1 pub1 i c  u t i 1  i t i e s  tha t  own, operate, 

or control transmission f a c i l i t i e s .  

As the FERC noted i n  t h a t  ANOPR, generator 

interconnection i s  a c r i t i c a l  aspect o f  the open transmission 

service. We agree w i th  the FERC tha t  i n  order t o  f u l l y  rea l i ze  

the benef i ts o f  open access transmission service procedures 
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promote needed investment and 

e f f i c i e n t  s i  ti ng processes . 
However, such procedures should not compromi se the re1 i abi 1 i t y  

o f  the g r i d  and must recognize tha t  the states and regions may 

have unique character ist ics tha t  need t o  be considered. 

Part ies, your presentations today w i l l  ass is t  the 

Commission i n  bet ter  understanding these issues. 

caution here. We do have a pending RTO proceeding, and we have 

a workshop on the RTO proceeding; I th ink  i t ' s  May 29th. 

would ask tha t  you s t a y  away from tha t  proceeding t o  the degree 

you can. We are not here t o  r e l i t i g a t e  those RTO issues. 

So w i th  that ,  l e t ' s  get started. 

MS. BRUBAKER: Commissioner, i f  I could j u s t  add one 

Let me add a 

I 

more thing. The presenters tha t  we're having t h i s  morning have 

asked tha t  questions during the presentation be l i m i t e d  t o  

c l a r i f y i n g  questions only. There w i l l  be time a f t e r  the 

presentations t o  ask questions, o f f e r  comments, d i f f e r i n g  

viewpoints and what fo r th ,  and also t o  remind t h a t  since t h i s  

proceeding i s  being recorded, as you approach the microphone, 

please do i d e n t i f y  yoursel f f o r  the record. 

CHAIRMAN JABER: Okay. The f i r s t  th ing  I have on the 

agenda, Ms. Brubaker, i s  there w i l l  be a j o i n t  presentation by 

FPL, FPC, and TECO. 

MS. BRUBAKER: That ' s correct. 

MR. NORDLINGER: Good morning, Commissioners, S ta f f ,  

FLORIDA PUBLIC SERVICE COMMISSION 
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ladies and gentlemen, my name i s  A r t  Nordl inger . 
manager o f  generation interconnection services f o r  Tampa 

E lec t r i c ,  and I'll be making a presentation on behalf o f  the 

three companies. 

I 'm the 

To my l e f t  are - - and assist ing me are Bob Schoneck 

o f  Flor ida Power & Light, who's the manager o f  transmission 

planning, and Gary Macey o f  F lor ida Power Corp, who i s  the 

manager o f  transmission operations. 

I have a l o t  t o  cover today, but t o  ensure tha t  we ' re  

a l l  s ta r t i ng  the day w i th  a common knowledge o f  what generation 

interconnection enta i ls ,  I'll begin w i th  some def in i t ions ,  some 

exampl es . 
the treatment o f  interconnection costs, and then I'll t r y  t o  

give some perspecti ve on i nterconnect i on i n Pen? nsul a r  F1 o r i  da , 

the impact on transmission planning and s i t i n g ,  and ul t imately,  

I'll wrap up w i th  some b r i e f  comments about FERC's ANOPR on 

interconnections. 

I ' 11 be d i  scussi ng the interconnection process and 

So what i s generati on i nterconnecti on servi  ce? We1 1 , 

i t ' s  a service under each transmission provider 's Open Access 

Transmission T a r i f f ,  but the important th ing  i s  t h a t  i t  be 

distinguished from d e l i v e r a b i l i t y ;  tha t  i s ,  under the t a r i f f ,  

there i s transmi ss i  on servi  ce or del i verabi 1 i t y  servi  ce. 

Generation interconnection service i s  a separate service from 

that.  So as things stand today, generation interconnection 

service en ta i l s  a connection t o  the gr id ,  but  i t  does not 
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include transmission r i gh ts .  

Okay. Generation interconnection i s  governed f o r  a1 1 

the transmission providers by t h e i r  indiv idual  procedures. And 

each o f  the three companies have t h e i r  procedures posted on 

t h e i r  OASIS. And although they ' re  very s imi la r  t o  each other, 

they - -  and they ' re  very consistent, they are unique t o  each 

company. 

Transmission - -  or excuse me, interconnection 

procedures guide the interconnection process, and I I 11 be goi ng 

over tha t  i n  some de ta i l  i n  j u s t  a minute. Generation 

i nterconnecti on entai 1 s a1 so a generati on i nterconnecti on 

agreement, and i t  could also be an interconnection and 

operating agreement between the transmission provider and the 

a contract 

on: What 

be b u i l t  as 

i t i e s ,  and 

an operating 

agreement, i t  may also spel l  out the de ta i l s  of  the operation 

o f  the interconnection and also the operation o f  the generator, 

i t  may have some de ta i l s  about tha t  as well  

Okay. So when we say, "generation interconnection, I' 

j u s t  what are we t a l  k ing about? So I ' m  going t o  t r y  t o  give 

you a feel f o r  that .  This i s  a substation, and the black boxes 

represent c i r c u i t  breakers, and the 1 ines w i th  arrows represent 

generator. And t h i s  i s  nothing more, rea l l y ,  than 

tha t  spel ls  out a l l  the de ta i l s  o f  an interconnect 

f a c i l i t i e s  need t o  be b u i l t ,  when they ' re  going t o  

f a r  as construction schedule, the cost o f  the fac i  

who's going t o  pay f o r  them. And then i n  terms o f  
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transmission l ines .  Say we want t o  connect a generator t o  the 

substation. Well, there 's  a number o f  ways t h a t  we could do 

that ,  and the f i r s t  one I'll t a l k  about i s  ca l led  rad ia l  

service. So there's what we c a l l  a rad ia l  connection from the 

generator t o  the substation. 

Now, t o  connect t h i s  generator, we'd need t o  put i n  

some new equipment. One would be t h i s  new c i r c u i t  breaker 

t h a t ' s  k ind o f  out l ined i n  dotted l i nes  there. And there would 

be a l i n e ,  tha t  i s ,  a transmission l i n e ,  t h a t  connects the 

generator t o  the substation, and tha t  could be short or long. 

And then there would a1 so be some other anci 11 ary equipment, 

possibly switches, metering, protect ion equipment, some other 

things l i k e  t h i s .  

Now, addi t ional ly ,  the connection o f  t h i s  generator 

t o  a substation could also have other impacts; t ha t  i s ,  some o f  

the equipment tha t  existed i n  the substation might be impacted 

by t h i s  generator: t ha t  i s ,  t ha t  the equipment was not 
o r i g i n a l l y  sized i n  order t o  be able t o  handle the extra power 

tha t  a generator would put out and therefore might need t o  be 

replaced as wel l .  So some o f  those other c i r c u i t  breakers, f o r  

instance, might need t o  be replaced. 

Addi t ional ly,  i t ' s  possible t h a t  equipment t h a t ' s  i n  

other substations tha t  are nearby also might be impacted by the 

interconnection o f  the generator and might need t o  be replaced 

as wel l .  Now, t h i s  i s  one way, as I said, a rad ia l  service 

FLORIDA PUBLIC SERVICE COMMISSION 
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that  we could connect a generator. Now, there 's  other ways. 

For instance, i f  we have two substations tha t  are 

connected by a transmission l i n e ,  a generator might e lec t  t o  

connect somewhere along tha t  transmission l i n e .  So j u s t  how 

would you do tha t?  Well, what we would do i s ,  we would break 

the l i n e  a t  some point  and run l ines ,  e i t he r  short or long, 

depending on how f a r  away the s i t e  was from the transmission 

l i n e ,  t o  the generator s i t e  and then we'd connect i n .  And t h i s  

i s  what we c a l l  looped service because there 's  not j u s t  one 

connection l i k e  there was i n  the rad ia l  service but there 's  two 

connections. Again, t h i s  generator could possibly also cause 

impacts on some equipment i n  Substation 1 or Substation 2 tha t  

might need t o  be replaced as wel l .  

Okay. There's a var ie ty  o f  d i f f e r e n t  f a c i l i t i e s  tha t  

might be pa r t  o f  an interconnection t h a t  might need t o  be added 

or, again, upgraded. It could be c i r c u i t  breakers, l i n e  

switches. You can ce r ta in l y  read the l i s t .  8ut we j u s t  wanted 

t o  give you an idea o f  some o f  the f a c i l i t i e s  t h a t  might be 

impacted by generation interconnection. 

Okay. L e t ' s  go on t o  the process o f  connecting a 

generator. Well, the process, as I said before, i s  governed by 

each transmission provider 's procedures. And l i k e  I said, a t  

l e a s t  here i n  F lor ida they ' re  very s i m i l a r ,  so tha t  means I 

can - - i t  makes i t  easy fo r  me. 

here tha t  p r e t t y  much covers i t  f o r  a l l  the companies. 

I can do one set o f  procedures 

I t ' s  

FLORIDA PUBLIC SERVICE COMMISSION 
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p r e t t y  much the same steps. 

Now, the procedures a1 so spe 7 out what the time 

frame i s  f o r  each o f  the steps, and I don' t  r e a l l y  elaborate on 

tha t  as we go along, but I j u s t  wanted you t o  be aware o f  tha t ,  

tha t  each step has some l i m i t e d  time frame i n  which it needs t o  

be compl eted. 

Okay. So the process begins, according t o  i f  you 

read the procedures, when the generator submits an appl icat ion 

t o  interconnect , but real  1 y, the process begi ns 1 ong before 

tha t  because the generator would be looking f o r  a s i t e .  It 

needs t o  f i n d  a place t o  b u i l d  t h i s  generator, someplace o f  

course tha t  has a l l  the f a c i l i t i e s  tha t  he needs t o  b u i l d  a 

generator. So by the time the generator comes t o  submit an 

application, they ' re  p re t t y  f a r  down the road. They've got a 

l o t  of background done on t h i s  pro ject .  

So they submit an application. What's t ha t  e n t a i l ?  

Well, they need t o  t e l l  the transmission provider j u s t  where i t  

i s  they want t o  interconnect. They need t o  t e l l  them when, and 

they need t o  provide a whole bunch o f  data about t h e i r  

generator so tha t  the transmission provider can properly assess 

what the impact of t ha t  generator i s  going t o  be on the system. 

They also need t o  provide tha t  data so tha t  the 

generator - -  or  the transmission provider could f igure  out j u s t  

what equipment would need t o  be added and what s ize o f  

equipment would need t o  be added i n  order t o  f a c i l i t a t e  the 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

interconnection. They provide a deposit t h a t ' s  used t o  pay f o r  

the studies tha t  would need t o  be done, and addi t ional ly ,  some 

transmission providers require tha t  the generator show tha t  

they have control o f  the s i t e ,  where they ' re  going t o  b u i l d  a 

generator . 
Now, once they have a completed appl icat ion,  t ha t  

2stablishes the generator's queue posi t ion.  Now, a l l  the queue 

posi t ion r e a l l y  i s ,  i s  a date. For a transmission provider 

that has a l o t  o f  people wanting t o  interconnect, i t  bas ica l l y  

jus t  d ic ta tes what order they ' re  a l l  going t o  be studied and a t  

dhat - -  and what order they ' re  going t o  move through the 

process. 

CHAIRMAN JABER: 

MR. NORDLINGER: I t ' s  j u s t  f i r s t  i n  time. So when 

How i s  tha t  order decided? 

you have a completed application, you get your date, and tha t  

determines your order. 

Okay. So once you've got your queue posi t ion,  the 

transmission provider would send you a study agreement. The 

study agreement bas ica l l y  says, t h i s  i s  what - - based on the 

information you've provided us, t h i s  i s  the study tha t  we th ink  

we need t o  do, o r  studies t h a t  we th ink  we need t o  do, i n  order 

t o  determine your impact on the system. And w e ' l l  give you an 

estimate o f  what we th ink  i t ' s  going t o  cost us t o  do your 

study, and w e ' l l  t e l l  you when we're going t o  have i t  done. 

So you sign an agreement, and you s t a r t  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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f i r s t  study. Now, the f i r s t  study i s  the f e a s i b i l i t y  study, 

and t h a t  looks a t  bas ica l ly ,  you know, i s  i t  feas ib le  t o  

connect a generator here? Things l i k e ,  wel l ,  as we said, we 

need t o  add equipment t o  the substation. Is there even room t o  

looped kind o f  connection, what 

able t o  run l i n e s  from the 

ex is t ing  l i n e  runs t o  where the 

So some o f  those things need t o  

connect it? O r  i f  there were a 

are the p r a c t i c a l i t i e s  o f  being 

exi s t i n g  r ight -of -way where the 

generator says he wants t o  be? 

be looked a t ,  as well as things 

do we need t o  interconnect? A 

meters, whatever i t  might be. 

1 i ke general l y  what equipment 

i rcu i  t breaker, switches , 

We'd also look a t  impacts on ex is t i ng  equipment, so 

c i r c u i t  breakers tha t  might be what we c a l l  overdutied, tha t  

i s ,  they would need t o  be upgraded i n  order t o  accommodate the 

generator. And we'd also look a t  t h i s  po int  a t  impacts on 

other adjacent transmission systems. Oops, i t  seems t o  me I 

d i d n ' t  push my button here. There i t  i s .  Okay. Sorry. 

Anyway, there woul d be possibly impacts on adjacent 

transmission systems, and those would need t o  be coordinated. 

So, again, we have our one- l ine diagrams, and I already 

described some o f  the f a c i l i t i e s  tha t  might need t o  be upgradec 

or added i n  here. 

Okay. So, now, there 's  a decision point .  The 

transmission provider gives the generator the feas ib i l  i t y  

study; says, t h i s  i s  what I t h ink  i t ' s  going t o  take t o  
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interconnect your generator; t h i  s i s  p r e t t y  much the equipment 

tha t ' s  required; and these are the impacts tha t  you're going t o  

cause on other ex is t ing  parts o f  the system. And the generator 

Mould then decide, wel l ,  t ha t  seems t o  be reasonable, o r  i t  

agrees wi th  what they thought i t  would be, and we're going t o  

30 on, o r  we1 1, maybe there i s  some things we d i d n ' t  ant ic ipate 

here, maybe we need t o  p ick a d i f f e r e n t  s i t e  or s t a r t  over, or 
Mhatever it may be. But l e t ' s  assume t h a t  things turned out t o  

werybody's sat is fact ion and we decide t o  go on. 

The next t h ing  we do i s  a f a c i l i t y  study. A f a c i l i t y  

study r e a l l y  bui lds on the f e a s i b i l i t y  study. Where the 

f e a s i b i l i t y  study says, t h i s  i s  the equipment t h a t  I t h ink  

you're going t o  need t o  interconnect your generator, a c i r c u i t  

breaker, a switch, meters and what have you, a f a c i l i t y  study 

trill say, you need a c i r c u i t  breaker, t h i s  model number, t h i s  

size. 

detailed, but a t  l eas t  t h i s  i s  the s ize o f  the c i r c u i t  breaker, 

t h i s  i s  the size o f  the switch, t h i s  i s  the k ind o f  metering 

equipment and protect ion equipment tha t  would need t o  be added. 

And i t  would be deta i led enough tha t  I could come up w i th  a 

cost estimate a t  t ha t  po int  and say, t h i s  i s  what I th ink  i t ' s  

going t o  cost t o  do t h i s  interconnection, and t h i s  i s  the time 

i t  would take t o  construct it. 

It might be tha t  detai led, i t  might not be qui te  t h a t  

Addi t ional ly,  f o r  the upgrades o f  ex is t ing  equipment, 

same story ;  tha t  i s ,  a cost estimate o f  what i t  would cost t o  
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replace tha t  equipment and the construction time tha t  would be 

required. So now the generator hopeful ly has a good feel  for 
what t h i s  i s  going t o  cost and what i t ' s  going t o  take t o  

interconnect t h i s  generator t o  the system, and they have 

another decision: Should we go on? 

Assuming tha t  they say, yep, t h i s  sounds l i k e  a good 

project ,  l e t ' s  keep going, the next t h ing  we do i s ,  we 

negotiate an interconnection agreement which might be, again, 

an interconnection and operating agreement. Again, t h i s  i s  

j u s t  a contract t o  b u i l d  these f a c i l i t i e s  tha t  might have some 

operating parameters i n  them. So - -  but  there are other things 

tha t  are included there as wel l :  Milestones f o r  construction 

o f  the f a c i l i t i e s  and construction o f  the generator, a l loca t ion  

o f  the cost, who's going t o  pay fo r  t h i s  th ing.  There i s  

probably provisions f o r  secur i ty t o  be posted, payment terms, 

construction standards. You can see them a l l  there and a l l  

kinds o f  other contract terms and conditions. 

So assuming tha t  we agree on the terms and conditions 

and detai 1 s o f  t h i  s i nterconnecti on agreement, we woul d execute 

the agreement, everybody would sign the contract, and i t  would 

be f i l e d  a t  FERC f o r  t h e i r  acceptance. I f  we, f o r  whatever 

reason, couldn' t  agree on some o f  the terms and conditions, i t  

would s t i l l  be f i l e d  a t  FERC, and we'd then ask FERC t o  rule on 

what the proper procedures - - or what i t  should be. 

So FERC would issue t h e i r  order. There possibly - - 
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i f  they don ' t  agree w i th  - -  i f  they were asked t o  r u l e  or  i f  

they don ' t  agree w i th  something t h a t ' s  i n  the agreement, they 

vould require compliance f i l i n g ,  possibly. Ul t imately,  you'd 

have a f i n a l  order and a f i n a l  agreement. The generator would 

I rovide security, and the f a c i l i t i e s  would be b u i l t  i n  the time 

frame tha t  hopeful ly the agreement c a l l  s f o r .  

Okay. That 's p re t t y  much the process, and t h a t ' s  

about a l l  I have on the process. So the next th ing  I ' d  l i k e  t o  

:over i s  the treatment of  costs f o r  interconnection. 

CHAIRMAN JABER: On the process - -  
MR. NORDLINGER: Yes. 

CHAIRMAN JABER: - -  what's the point  o f  ent ry  f o r  the 

3art ies t o  address t h e i r  disagreement w i th  FERC? A t  what po int  

f~ould you be able t o  go t o  FERC and say, we don ' t  agree w i th  

your decision, o r  give us a hearing, or  - - 
MR. NORDLINGER: Well , my understanding o f  the 

process i s  t h a t  - -  now, are  you saying tha t  we d i d n ' t  agree up 

front, or t ha t  we d i d n ' t  agree w i th  what FERC ordered? I don' t  

understand the question. 

CHAIRMAN JABER: With what FERC has ordered. You 

said FERC issues an order. 

MR. NORDLINGER: I see. Okay. Yes. Yeah, FERC 

issues an order, and e i ther  o f  the par t ies,  my understanding 

i s ,  can ask f o r  a rehearing o f  the FERC order. So they would 

ask t o  rehear the order, and then FERC - -  wel l ,  f i r s t  they 
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dould say, yes, w e ' l l  rehear it, or no, we won't. And then i f  

they do rehear it, then they take some type o f  arguments, I 

guess, and then ru le .  

CHAIRMAN JABER: Is there anything t h a t  happens 

between when you f i l e  i t  w i th  FERC, when you f i l e  the agreement 

d i t h  FERC, and when i t  issues i t s  order? Is there any 

negotiat ion w i th  FERC, any workshop w i th  FERC? 

MR. NORDLINGER: Allow me t o  ask one o f  our FERC 

attorneys. 

not hear any k ind o f  argument or anything l i k e  tha t ;  i s  t h a t  

r i g h t ?  Oh, r i g h t .  When you make your f i l i n g  f o r  

reconsideration, t h a t ' s  when you make your points,  make your 

arguments. 

I t ' s  a 60-day clock tha t  runs, and usual ly they do 

CHAIRMAN JABER: Thank you. 

MR. NORDLINGER: Okay. Treatment o f  interconnection 

costs. Okay. I n i t i a l l y ,  as i t  says here, the generator funds 

a l l  o f  the f a c i l i t i e s  necessary for interconnection and t h a t  

includes upgrades t o  the ex i s t i ng  equipment. So the generator 

i s  going t o  pay fo r  a l l  t h i s  - -  whatever, c i r c u i t  breakers, 

l i nes ,  whatever would have t o  be added. And also, i f  some o f  

the ex is t ing  equipment has t o  be upgraded, they w i l l  pay f o r  

tha t  as wel l .  

Now, i t  used t o  be tha t  t h a t  was the end o f  the 

story; t ha t  i s ,  FERC used t o  use what we c a l l  the "But For" 

tes t .  So they'd say, wel l ,  we wouldn't  have had t o  add any o f  
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t h i s  equipment but f o r  the interconnection t o  t h i s  generator, 

so the generator would pay f o r  it. That was tha t .  Over the 

past year o r  two, t h a t ' s  changed t o  some extent. And I'll t ry  

t o  get into the de ta i l s  o f  tha t .  

Okay. The f a c i l i t i e s  tha t  are added t o  interconnect 

the generator tha t  are now considered par t  o f  the transmission 

system, and so, f o r  example, i f  you want t o  - - I don ' t  want t o  

go back t o  Sl ide 11 here because i t ' s  too hard t o  deal wi th,  

but i f  you want t o  s h i f t  back t o  your S l ide 11 and look a t  the 

rad ia l  f a c i l i t y  there, you can see tha t  we added a c i r c u i t  

breaker, f o r  instance. Under the "But For" t e s t ,  the generator 

would pay f o r  the c i r c u i t  breaker. Well, the generator s t i l l  

pays f o r  tha t  c i r c u i t  breaker, but t ha t  c i r c u i t  breaker i s  now 
considered what they c a l l  a system upgrade. And what tha t  

means, the impl icat ion o f  t ha t  i s  tha t  system upgrades are 

e l i g i b l e  fo r  c red i ts  when transmission service i s  taken. 

Now what's "credi ts"  mean? A l l  t h a t  means i s  t ha t  a t  

some point  i n  time i n  the fu ture when the generator takes 

transmission service, they get a b i l l  f o r  transmission service, 

those credi ts ,  do l l a r  f o r  d o l l a r ,  against tha t  

b i l l  i s  $10,000 and they have c red i ts  f o r  the 

i t i e s  which i s  a m i l l i o n  do l la rs ,  l e t ' s  say, 

$10,000, they get a c red i t  o f  $10,000, the 

the amount owed i s  zero, and t h a t  account 

which was a m i l l i o n  dol lars ,  l e t ' s  say, i s  now reduced by the 
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10,000 u n t i l  i t ' s  used up. 

COMMISSIONER DEASON: Who has t i t l e  t o  t h a t  i t e m  

o f  - - t ha t  is  considered a system upgrade, who has t i t l e  t o  

tha t  piece of equipment? 

MR. NORDLINGER: Well, no, i t ' s  owned by the 

generator - - by - - excuse me, I mi sspoke. 

transmission provider. So i t ' s  par t  o f  the transmission 

system. Now, the e f fec t  o f  t h i s  u l t imate ly ,  and I'll get i n t o  

t h i s  a l i t t l e  more, i s  t ha t  a f t e r  a l l  the c red i ts  are used up, 

that  i s ,  you've given a l l  the money back, t h a t ' s  essent ia l ly  

the same as the transmission provider having paid for the 

:qui pment because you ' ve g i  ven the generator the money back 

that they paid you for it, so i t  goes i n t o  r a t e  base, or i t  
becomes e l i g i b l e  t o  be par t  o f  r a t e  base. 

COMMISSIONER DEASON: When tha t  i tem i s  f i r s t  put 

i n to  the system and i t ' s  considered a system upgrade, it i s  

3wned by the transmission company? 

It ' s owned by the 

MR. NORDLINGER: Yes. 

COMMISSIONER DEASON: Okay. But you have the 

2bl i ga t i on  t o  - - i t  goes i n ,  but you have not invested any 

noney i n  tha t  f a c i l i t y  yourself ,  so - -  
MR. NORDLINGER: Exactly. 

COMMISSIONER DEASON: - - i t ' s  not p a r t  o f  your 

i nvestment base . 
MR. NORDLINGER: Exactly. 
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COMMISSIONER DEASON: But as you refund the credi ts ,  

vlrell, then, you s t a r t  ge t t ing  an equi ty pos i t ion  i n  tha t  piece 

o f  equipment yoursel f. 

MR. NORDLINGER: Exactly. 

COMMISSIONER DEASON: Okay. 

COMMISSIONER BRADLEY: Ta lk  a l i t t l e  b i t  more about 

the credi ts .  Who refunds the credits? 

MR. NORDLINGER: Okay. The transmission provider i s  

holding t h i s  account, i f  you w i l l  ; t h a t  i s ,  the generator has 

paid f o r  these f a c i l i t i e s ,  and the transmission provider has 

ac tua l l y  used tha t  money t o  pay f o r  the f a c i l i t i e s  since they 

b u i l t  them, pay the vendors, the constructors and whatever. 

But there i s  bas ica l l y  now an amount o f  money, a do l l a r  amount, 

t ha t  i s  e l i g i b l e  f o r  c red i ts ,  and i t ' s  the same amount tha t  the 

generator paid you. So i f  the generator paid you a m i l l i o n  

do l la rs  fo r  the interconnection, then the amount tha t  they ' re  

e l i g i b l e  t o  use fo r  c r e d i t  i s  a m i l l i o n  do l la rs .  

So, essent ia l ly ,  the next m i l l i o n  do l la rs  o f  

transmission service tha t  they take, they get a b i l l  t h a t  says 

whatever the amount i s  f o r  the transmission service, you used 

your c red i t  o f  the same amount, so the b i  11 i s  zero. 

COMMISSIONER PALECKI : Are the c red i ts  determined by 

FERC or  negotiated between the part ies? How i s  t ha t  agreed 

upon? 

MR. NORDLINGER: Well, i t ' s  the actual amount t h a t  
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the generator paid f o r  t h e i r  f a c i l i t i e s .  

COMMISSIONER PALECKI : What happens i f tha t  ' s subject 

t o  dispute? 

MR. NORDLINGER: Well, when you say, "subject t o  

dispute," tha t  i s ,  the way i t  t y p i c a l l y  works i s  t ha t  i f  I 

b u i l d  a c i r c u i t  breaker, a short transmission l i n e ,  some other 

f a c i l i t i e s ,  I ' m  going t o  submit t o  the generator the b i l l s  f o r  

j u s t  what tha t  cost t o  bu i ld .  Now, they may say, wow, you gold 

plated t h i s  o r  whatever, but  i t  shouldn't  get t o  tha t  po int  

only because the i nterconnection agreement shoul d spel l  out 

exactly what I ' m  going t o  bu i ld .  

So way up f ron t  when we d i d  the f a c i l i t y  study, we 

said, t h i s  i s  what we're going t o  bu i ld ,  and everybody agreed. 

This i s  what we're going t o  bu i ld ,  and t h i s  i s  p re t t y  much what 

we th ink  i t ' s  going t o  cost. So hopeful ly i t ' s  p r e t t y  well  - -  

by the time you get t o  the point  where the generator i s  

actua l ly  paying you f o r  it, i t should be p r e t t y  much what 

everybody expected, I would hope. So - - and i t  ' s  the actual 

amount, not the estimate, t h a t ' s  e l i g i b l e  f o r  c red i t .  So 

however much they wrote you i n  checks t o  pay f o r  these 

f a c i l i t i e s ,  t h a t ' s  the amount t h a t ' s  e l i g i b l e  f o r  cred i ts .  

COMMISSIONER BRADLEY: Okay. Just one other 

question. Le t  me see i f  I understand t h i s .  The generator 

bui lds the - -  does the f a c i l i t i e s  upgrades: r i g h t ?  He upgrades 

the system. 
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MR. NORDLINGER: No, the generator bu i lds  h i s  own 

generator. 

COMMISSIONER BRADLEY: Okay. So the transmission - - 
okay. That 's where I missed. 

MR. NORDLINGER: Yes. The transmission providers 

bu i lds the - -  
COMMISSIONER BRADLEY: Builds the upgrade. 

MR. NORDLINGER: - -  upgrades t o  the transmission 

system. 

question. 

COMMISSIONER BRADLEY: Okay. And gets the c red i t .  

MR. NORDLINGER: Right. 

COMMISSIONER BRADLEY: Okay. That answers my 

MR. NORDLINGER: And something tha t  i s  an important 

point ,  and thank you fo r  reminding me, i s  there has t o  be 

designated a po int  o f  interconnection. That 's the point  - -  and 

i t ' s  t y p i c a l l y  also the point  i n  change o f  ownership; t ha t  i s ,  

the generator i s  going t o  b u i l d  up t o  here, and the 

transmission provider i s  going t o  b u i l d  from t h a t  po int  back t o  

the transmission system and a l l  the upgrades i n  the substation 

as wel l .  

COMMISSIONER DEASON: I have another question. You 

indicated tha t  i f ,  f o r  example, there 's  a m i l  1 i on  dol 7 a r  amount 

expended f o r  system upgrades, once the generator i s  

interconnected and actual l y  s ta r t s  tak ing transmission service, 
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tha t  they get cred i ts  - -  immediate c red i ts  f o r  t h a t  m i l l i o n  

do l la rs  as - -  f o r  example, i f  the f i r s t  month, i f  t h e i r  

transmission b i l l  i s  a m i l l i o n  do l la rs ,  t h e i r  b i l l  i s  zero; 

correct? 

MR. NORDLINGER: Correct. 

COMMISSIONER DEASON: Is t h a t  FERC po l i cy ,  o r  i s  tha t  

j u s t  the way you do it? And I guess my question i s ,  i f ,  f o r  

exampl e, there ' s a m i  1 1 ion dol 1 a r  upgrade and engi neers 

estimate tha t  i t  would l a s t  ten years, why don ' t  you amortize 

tha t  one-tenth per year while they ' re  taking transmission 

service and give them c r e d i t  one-tenth a year over ten years? 

MR. NORDLINGER: I understand your question, and t o  

my knowledge, FERC po l i cy  i s  t h a t  i t ' s  on a d o l l a r - f o r - d o l l a r  

basis as you take transmission service; tha t  i s ,  t h a t  i s  the 

FERC ' s pol i c y  for system upgrades. 

COMMISSIONER DEASON: That ' s a p r e t t y  rap id  recovery, 

i s n ' t  it? 

MR. NORDLINGER: Yes. General l y ,  you could estimate 

tha t  a generator would get a l l  t h e i r  money back i n  less than 

three years and most - -  and very of ten l e s s  - -  i n  a year or so. 

COMMISSIONER DEASON : We1 1 , you an t i  c i  pated my next 

question. On average, f u l l  recovery o f  system upgrades i s  

achieved from one t o  three years? 

MR. NORDLINGER: Yeah, three years would be a very 

expensive i nterconnecti on. Most interconnections j u s t ,  you 
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know, doing a quick calculat ion,  you'd th ink  t h a t  the generator 

could - - would take tha t  much service i n  about a year, could be 

two, and three, you know, we would guess a t  the outside. 

COMMISSIONER DEASON: Thank you. 

MR. NORDLINGER: Okay. Now, there 's  another par t  t o  

th i s ,  and tha t  i s  tha t  these c red i ts  up u n t i l  recent ly  were on 

a d o l l a r - f o r - d o l l a r  basis, but now FERC has also ru led tha t  the 

credi ts  need t o  be returned w i th  in te res t .  So, now, i f  the 

generator pays the m i l l i o n  dol lars ,  t h a t ' s  what's i n  t h e i r  

account, and they take transmission service for a m i l l i o n  

dol lars,  they ac tua l l y  have a m i l l i o n  do l la rs  plus in te res t  a t  

the FERC rate.  

So i f  i t ' s  4 percent r i g h t  now or so and i t  takes a 

year, so tha t  would be $1,400,000 tha t  they have t o  - - or  

$1,040, OOO? $40,000. Thank you. Oops. No cal  cul ator,  I 'm 
1 ost. Anyway, $1,040 , 000 i n  c red i ts  tha t  they '  d actual l y  

have - -  be able t o  take. 

COMMISSIONER DEASON: How do you recover your 

in te res t  expense then tha t  you're paying the generator? Has 

that  become par t  o f  your cost o f  doing business for your 

transmission system as a whole? 

MR. NORDLINGER: I believe t h a t ' s  true. Yes. 

Okay. One other change t h a t ' s  recent ly  happened as 

f a r  as the way cost recovery works are the treatment o f  

interconnection costs w i th  FERC. I f  you look a t  the - -  again, 
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3 t  Page 11 where I had the one- l ine diagram, I'm going t o  t a  

3bout the looped service now f o r  j u s t  a second. As you can 

imagine, f o r  some par t  o f  t h i s  - -  
COMMISSIONER BRADLEY: Excuse me e 

MR. NORDLINGER: Oh, I ' m  sorry. 

COMMISSIONER BRADLEY: Before we move from Page 19 

MR. NORDLINGER: Oh, okay. 

COMMISSIONER BRADLEY: - -  i t  says t h a t  since 2001, 

credi ts tha t  generators receive f o r  system upgrades are 

returned w i th  in te res t  

MR. NORDLINGER: Yes. 

k 

- -  

COMMISSIONER BRADLEY: Okay. I guess I ' m  get t ing a 

l i t t l e  confused here because I ' m  t r y i n g  t o  f i gu re  out - -  I 

think you said previously tha t  system upgrades were the 

respons ib i l i t y  o f  the transmission companies. 

MR. NORDLINGER: They're owned by the transmission 

company, and they a re  b u i l t  by the transmission company, but 

the generator i n i t i a l l y  pays f o r  them. Then a f t e r  they have 

paid f o r  them and s t a r t  taking transmission service, they can 

get  t ha t  same amount o f  money back i n  transmission service. 

COMMISSIONER BRADLEY: Okay. Okay. Now we're on the 

same page. 

MR. NORDLINGER: Okay. A l l  r i g h t .  Another change 

again tha t  FERC has made i s  t ha t  - - and again, I was re fe r r i ng  

t o  the looped service on Page 11. As you can imagine, a t  some 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 
6 

7 

8 

9 

10 
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25 

point  i n  t ime that  transmission 1 

o f  service. And depending on how 

ne i s  going t o  need t o  be out 

major or minor tha t  1 i ne 

might be, i t ' s  possible tha t  while that  l i n e  i s  out o f  service 

f o r  construction o f  the interconnection, generation on the 

system might need t o  be redispatched i n  order t o  keep overloads 

from happening on other adjacent transmission l i nes  as a resu l t  

o f  t h i s  l i n e  being out f o r  some period. 

Now, during tha t  t ime tha t  the system i s  

redispatched, by d e f i n i t i o n  the system i s  economically 

dispatched; that  i s ,  the generators are dispatched i n  a way 

tha t  i s  the most economical as f a r  as burning fue l .  Now, i f  we 

have t o  change tha t  dispatch, by d e f i n i t i o n  t h a t ' s  going t o  

cost more i n  fuel There's going t o  be generators tha t  a r e  

going t o  be running more tha t  have a more expensive fuel and 

others that  a re  going t o  be running l e s s  or might not be 

running a t  a l l  tha t  have a less expensive fuel .  So there w i l l  

be an incremental fuel cost t h a t ' s  real ized during the time 

tha t  that  l i n e  i s  out. 

Now - -  and FERC has ordered i n  a number o f  cases tha t  

the generators can ' t  be assigned t h a t  fuel cost - -  t ha t  

d i f f e ren t i a l  fuel cost d i r e c t l y .  So the resu l t  of tha t  i s  t ha t  

i t  jus t  becomes par t  o f  the fuel - -  t ha t  addit ional fuel costs 

j u s t  becomes par t  o f  the system fuel cost. 

COMMISSIONER PALECKI : What i s  FERC ' s reason f o r  

that? I s  it t o  encourage addit ional bu i ld ing o f  addi t ional  
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generation? 

MR. NORDLINGER: That may be pa r t  o f  it. What t h e i r  

ru l ings  ind icate i s  t ha t  they don ' t  fee l  t ha t  there's been a 

proper j u s t i f i c a t i o n  o f  the reasonableness o f  the addit ional 

fuel  costs. They don ' t  know tha t  they can assess whether t h a t  

fuel cost d i f f e r e n t i a l  i s  j u s t  and reasonable. So they have 

said - - so they have ru led  as they have. 

COMMISSIONER DEASON: I mean, i s n ' t  tha t ,  the e f f e c t  

o f  tha t  an immediate pass-through t o  r e t a i l  customers o f  

addit ional fuel  costs, t ha t  but for the addi t ion o f  t h i s  

generation would not have existed? I mean, you're t a l k i n g  o f  

fuel costs. 

MR. NORDLINGER: Right. 

COMMISSIONER DEASON: Fuel costs generally, and I 

guess i t  depends from u t i l i t y  t o  u t i l i t y  as t o  what t h e i r  

wholesale versus r e t a i l  i s ,  but, you know, most u t i l i t i e s  i n  

t h i s  state, 90-plus percent o f  fuel  costs are passed through - - 

d i r e c t l y  t o  the r e t a i l  j u r i s d i c t i o n  fuel  through a d i r e c t  

pass-through through a fuel adjustment clause. So I guess my 

question i s ,  does t h i s  FERC po l i cy  have the e f f e c t  o f  d i r e c t l y  

increasing r e t a i l  customers' b i l l s  t h a t  they pay f o r  fuel 

costs? 

MR. NORDLINGER: Yes. 

COMMISSIONER BAEZ: Are those costs quant i f iable,  

eas i ly  quant i f iable? I mean - -  
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MR. NORDLINGER: Generally, yes; t ha t  i s ,  you can 

f igure out how much - - or how you would have run your 

generation versus how you d i d  run your generation and therefore 

f igure out a d i f f e r e n t i a l .  

COMMISSIONER DEASON: How long i s  t h i s  period o f  time 

joes i t  take f o r  a transmission system - -  when there 's  a loop 

f a c i l i t y  f o r  the transmission system, bas ica l l y  t o  be - -  you 

have t o  red i  spatch generation whi 1 e t h i s  transmission system i s 

bei  ng upgraded? 

MR. NORDLINGER: It r e a l l y  depends on the s i tua t ion .  

9nd I should a lso  say, i n  a l l  fairness, t ha t  i n  every instance 

d i t h  t h i s  l i n e  out does not mean t h a t  the generation would need 

t o  be dispatched. 

major transmission 1 ine would cause over1 oads or  other adverse 

impacts on other l i nes  tha t  the generation has t o  be 

redispatched. But - - and a1 so i t  j u s t  depends on the 

configuration o f  t h i s  - - o f  the interconnection. 

I t ' s  only i n  the case where taking out a 

So you would hope i t  would j u s t  be, what, f o r  a few 

vJeeks tha t  you have t o  - - t ha t  i t ' s  j u s t  - - tha t  you have t o  

have i t  out for - -  you do as much as you can without tak ing i t  

out, o f  course. And then what's a reasonable estimate? I'll 

defer t o  my colleagues here. 

MR. SCHONECK: I t  could take months as you're 

bui 1 ding t o  accommodate the new interconnection. What you do 

i s  t ry  t o  f i n d  a window f o r  clearances. And i f  you're up 
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against a schedule t o  meet k ind  o f  an in -serv ice  date and you 

can ' t  f i n d  those windows where you don ' t  have t o  run out of 

economics, tha t  you get i n t o  t h i s  redispatch s i t ua t i on  i n  order 

t o  accommodate those clearances on the system. 

COMMISSIONER DEASON : We1 1 , you a n t i  c i  pated my next 

question. 

between the transmission company and the generator t o  time t h i s  

such tha t  it minimizes the impact on the necessity t o  

red i  spatch generation? 

Is there f l e x i b i l i t y  i n  the negotiat ion process 

MR. SCHONECK: I t h ink  you attempt t o  do tha t ,  again, 

based on your windows. As you're coming up, you t r y  t o  take 

your - - your clearance i s  k ind o f  i n  your off-season. Like, 

when you take your un i t s  down, you take your l i n e s  out, but as 

you're coming up, i f  you need t o  meet an i n -se rv i ce  date, you 

t r y  t o  do tha t  the best you possibly can. 
But t o  the extent t h a t  you have t o  take these 

clearances i n  order t o  do t h i s  work and tha t  you have t o  change 

the dispatch a l i t t l e ,  there 's  a d i f f e r e n t i a l  i n  cost there 

tha t  has t o  be covered somehow. But, yes, they do t ry  t o  work 

t o  the extent t ha t  they can. 

COMMISSIONER BRADLEY: And my question would be t h i s  

then: A f te r  the system upgrade has occurred, and j u s t  t o  

follow up on Commissioner Deason's question about the 

addit ional cost t o  the customer, i s  the new interconnection 

system upgrade going t o  be more e f f i c i e n t  and as a r e s u l t  i n  
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the fu ture dr ive down the cost o f  service t o  the customer? I s  

t h i s  temporary or - -  the question i s ,  i s  t h i s  a temporary 

condit ion, or  i s  i t  a permanent increase? 

MR. NORDLINGER: I ' d  say general ly an interconnection 

doesn't have an impact one way or  another as f a r  as the system 

being more e f f i c i e n t .  Now, as f a r  as having addit ional 

generation tha t  might - -  t ha t  cer ta in ly  might have impacts on 

system e f f i c iency  a t  some point  i n  the future, but the 

i nterconnecti on i tse l  f rea l  1 y doesn ' t - - general 1 y it doesn ' t 

a f fec t  system e f  f i c i  ency . 
COMMISSIONER DEASON: Let me fo l low up on the 

Commissioner's question, though, but there i s  the argument, 

maybe more than j u s t  an argument, maybe i t  i s  i n  fac t  tha t  i f  

the new generation tha t  comes on- l ine  which i s  requi r ing the 

system upgrades, i f  i t  i s  an e f f i c i e n t  generator and i t ' s  going 

t o  be par t  o f  t h i s  system and i s  there f o r  r e t a i l  u t i l i t i e s  t o  

purchase more cos t -e f fec t i ve  energy, t ha t  i t  may i n  the long 

term reduce customers ' fuel costs. 

MR. NORDLINGER: Yes. 

CHAIRMAN JABER: Let me fo l low up on 

said about the FERC order. You said i t ' s  FERC 

allow the transmission provider t o  c o l l e c t  the 

something you 

s po l i cy  not t o  

addit ional fuel 

costs from the generator because i n  FERC's opinion the 

transmission providers d i d n ' t  provide j u s t i f i c a t i o n  showing 

tha t  t ha t  was a reasonable cost tha t  could be col lected from 
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the generator. Did FERC go fur ther  and say, however, you can 

pass on the cost t o  the consumer, or  i s  t ha t  j u s t  how the 

transmission providers have reacted? 

MR. NORDLINGER: I ' d  say t h a t ' s  the net e f fec t .  

CHAIRMAN JABER: Uh-huh. So i s  i t  possible tha t  FERC 

hasn' t  allowed the transmission provider t o  c o l l e c t  t ha t  

incremental fuel  cost from the generator because they've found 

tha t  there was an uneconomic redispatch o f  generation, or  are 

the two not related? I 'm reading your b u l l e t  po int  - - 
MR. NORDLINGER: Right. 

CHAIRMAN JABER: - -  t rying t o  put a l l  the pieces 

together. 

generation cannot be col lected from the new generator. 

It says, the cost t o  uneconomically redispatch 

MR. NORDLINGER: Right. So tha t  i s  t o  - - when you 

redispatch the system, by d e f i n i t i o n  t h a t ' s  less economic than 

you would have otherwise dispatched i t  . 
CHAIRMAN JABER: And I suppose as i t  relates - - and I 

recognize you may not even be f a m i l i a r  w i th  our fuel clause, 

but I suppose one could argue tha t  because there was an 

uneconomic red i  spatch and FERC has found tha t  there i sn' t 

enough j u s t i f i c a t i o n  t o  a1 low the transmission company t o  

c o l l e c t  the incremental fuel  costs from the generator, then 

perhaps there i s n ' t  enough j u s t i f i c a t i o n  t o  al low tha t  recovery 

even through fuel  clause adjustments tha t  are passed on t o  the 

r e t a i  1 ratepayer. 
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MR. NORDLINGER: I r e a l l y  don ' t  know the answer t o  

that .  

COMMISSIONER PALECKI: So even i f  a par ty  was able t o  

successfully argue t o  FERC tha t  the redispatch o f  generation 

during t h i s  construction process was the most economic 

red is t r ibu t ion  possible w i th  the construction going on, FERC 

s t i l l  would not allow the addit ional fuel  costs? 

MR. NORDLINGER: I r e a l l y  can ' t  say; t ha t  i s ,  I can 

t e l l  you how they've ru led up u n t i l  now on a number o f  cases, 

you know. And what they have said i s  t ha t  they don ' t  

feel  tha t  - -  or  my understanding o f  the orders i s  t ha t  they 

don' t  feel tha t  there 's  been proper j u s t i f i c a t i o n  f o r  them t o  

be able t o  say tha t  these redispatched costs are reasonable and 

j u s t i f i e d ,  so as a resu l t ,  they have disallowed them. 

Now, whether there i s  some other way tha t  they could 

be presented such t h a t  they might change t h e i r  mind, I'm a f r a i d  

I r e a l l y  can ' t  say. 

COMMISSIONER PALECKI : Thank you. 

COMMISSIONER DEASON: We1 1, how does tha t  re1 ate t o  

t h i s  "but f o r "  standard, which apparently they ' re  not using? 

But it seems l i k e  these are fuel  costs tha t  would not have been 

incurred but f o r  the construction period and the redispatch 

tha t  had t o  take place. So FERC must have been accustomed a t  

some point  t o  ca lcu lat ing "but f o r "  type costs, but they ' re  not 

w i l l i n g  t o  do tha t  anymore, I take it? 
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MR. NORDLINGER: I don' t  know as f a r  as redispatch i s  

concerned, but as you can see from t h i s ,  generally FERC i s  not 

using "but f o r , "  it would seem, i n  many instances as f a r  as the 

assignment o f  costs f o r  the generators. 

Okay. We1 1 , I th ink  we've probably covered most o f  

what I have on my next s l ide,  which i s  jus t  r e a l l y  t o  sum up, 

t o  say tha t  previously f a c i l i t i e s  tha t  were pa r t  o f  the - -  t h a t  

were b u i l t  f o r  the benef i t  o f  the generator o r  upgraded f o r  the 

benef i t  o f  the generator were paid f o r  d i r e c t l y  by the 

generator and tha t  was that .  

But now they are a l l  considered system upgrades, o r  

most o f  them are considered system upgrades, f o r  which the 

generator can get credi ts,  and those c red i ts  come back, t h a t  

same amount o f  money comes back t o  the generator w i th  i n te res t  

which they can use when they take transmission service. 

The net e f fec t  o f  t ha t  i s  t h a t  the cost o f  these 

f a c i l i t i e s  tha t  were b u i l t  t o  interconnect the generator t h a t  

are now - - t ha t  FERC rules are system upgrades and a1 so the 

upgrade o f  ex is t ing  parts o f  the transmission system are - - 

u l t imate ly  become par t  o f  the transmission provider ' s r a t e  

base, and hey're social ized t o  a l l  customers. 

COMMISSIONER PALECKI: If we had a merchant power 

p lant  i n  the s tate o f  Flor ida and the transmission system t h a t  

the interconnection was made t o  was owned by an investor-owned 

e l e c t r i c  u t i 1  i t y  and tha t  generation was then transmitted t o  
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i u t  o f  state, t o  Alabama, f o r  t h e i r  use, would the c red i ts  

s t i l l  be paid by tha t  investor-owned u t i l i t y  t o  the generator 

lesp i te  the fac t  tha t  the ratepayers o f  tha t  u t i l i t y  do not 

i e n e f i t  a t  a l l  from tha t  transaction? 

MR. NORDLINGER: Yes. 

COMMISSIONER PALECKI: And what i s  the reason f o r  

that? 

MR. NORDLINGER: That 's the net - - t h a t ' s  the e f fec t  

if FERC's current rules as f a r  as how they t r e a t  the costs o f  

these f a c i l i t i e s .  

CHAIRMAN JABER: Can we go back t o  the FERC order we 

Mere j u s t  discussing on the incremental fuel cost? 

MR. NORDLINGER: Sure. 

CHAIRMAN JABER: I f  FERC knew tha t  you were not able 

to recover tha t  from the r e t a i l  customer, do you th ink  i t  would 

?esult i n  a change i n  po l icy? That 's the f i r s t  question. 

And the second question i s ,  have the companies not 

lursued a change in tha t  p o l i c y  because they know they can 

pecover i t  from the r e t a i l  ratepayer? 

MR. NORDLINGER: Okay. Well, two parts t o  t h i s ,  and 

I'll also l e t  Bob answer as we l l .  But one i s  t ha t  as f a r  as 

vJhat they might otherwise r u l e  i f  they knew tha t  the costs 

could not otherwise be recovered, I can ' t  say what they might 

ru le .  However, I am aware t h a t  F lor ida Power & L ight  has an 

interconnection agreement a t  FERC tha t  - -  where i t  was ru led 
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;hat they could not recover these incremental fuel  costs tha t  

iere caused because o f  red i  spatch; t ha t  my understanding i s  

:hat FERC t o l d  them they needed t o  take tha t  clause out o f  

:heir contract. And Flor ida Power & Light has asked FERC t o  

-ehear tha t .  Am I correct  on tha t ,  Bob? 

CHAIRMAN JABER: And you can come up t o  the 

nicrophone i f  you'd l i k e .  

MR. MURPHY: I mean, we both know the  issue. 

CHAIRMAN JABER: Why don ' t  you come up t o  the 

nicrophone so we can hear you? 

MR. MURPHY: My name i s  Brian Murphy o f  Flor ida Power 

I 've spoken t o  you before. I t h ink  - - I j u s t  wanted 3r Light. 

to c l a r i f y  one thing. 

that FERC has general ly not been inc l ined  t o  look a t  

redispatch. My understanding o f  what FERC has done i n  t h i s  

issue i s ,  they said i t ' s  a complex issue. You have t o  make a 

dery speci f ic  showing tha t  these costs are a t t r i bu tab le  t o  the 

generator. 

I t h ink  what A r t  has sa id  i s  correct ,  

About a year ago they had a case, I bel ieve i t  was 

involving AEP, where they said, t h i s  i s  such a complex issue. 

de don ' t  want t o  tackle i t  r i g h t  now. W e ' l l  tack le  i t  i n  the 

9NOPR t h a t ' s  supposed t o  come out today, and we'll give people 

a chance t o  make a showing why i t ' s  important during t h e i r  

standardization o f  t h e i r  procedures i n  the agreement. 

A r t  i s  correct t h a t  it looks l i k e  FERC has general ly 
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not been inc l ined  t o  take u t i l i t i e s '  arguments on t h i s ,  but 
there are opportunities f o r  t h i s  Commission and for us t o  

c l a r i f y  our pos i t ion on it. We have not had t o  make a spec i f i c  

showing yet.  We've j u s t  made a general statement i n  our 

agreements tha t  we th ink  t h i s  redispatch cost should go t o  the 

generator. FERC has said, take i t  out. We' l l  look a t  i t  a t  

the NOPR process. So there are opportunit ies on t h i s  issue t o  

come. 

CHAIRMAN JABER: And t h a t  NOPR i s  due today? 

MR. MURPHY: Yes. Actual ly,  as we speak they might 

be t a l  k ing  about it. 

CHAIRMAN JABER: Okay. Commissioner. 

COMMISSIONER BRADLEY: Yes. Here i n  the s tate o f  

F lor ida our IOUs as per a F lor ida statue are guaranteed a 

reasonable ra te  o f  re tu rn  on t h e i r  investments, the investments 

tha t  i s  t h a t  they make i n t o  t h e i r  capi ta l  investments or  i n t o  

t h e i r  f a c i l i t i e s .  When - -  l e t ' s  j u s t  t a l k  about t h i s  process 

i n  terms o f  solvency and the transmission company. Who i s  

going t o  guarantee the transmission company a reasonable r a t e  

o f  re tu rn  on t h e i r  investment when they take the investment 

from the  - -  from when they purchase or receive the f a c i l i t i e s  

upgrade from the - -  or upgrades from the generator? I s  t h a t  

the FERC ' s responsi b i  1 i ty? 

MR. NORDLINGER: Well, t h a t  i s ,  the transmission 

rates f o r  the transmission provider are approved o r  accepted by 
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FERC and these f a c i l i t i e s ,  by the way FERC has ruled, become 

par t  o f  the interconnected transmission system and therefore 

par t  o f  the transmission r a t e  base. So I would guess tha t  then 

i f  FERC i s  the j u r i s d i c t i o n  tha t  rules on transmission rates, 

then these f a c i l i t i e s  would go i n t o  transmission rates. 

COMMISSIONER DEASON: But l e t  me ask you - - l e t  me 

fo l low up on tha t  question. I t  becomes pa r t  o f  your 

transmission investment, and i f  you were TECO, you have 

transmission f a c i l i t i e s ,  you have generation f a c i l i t i e s  as pa r t  

o f  your r e t a i l  r a te  base, and i s n ' t  there an a l loca t ion  

procedure tha t  takes a1 1 your transmission costs and a1 1 ocates 

i t  between the wholesale and r e t a i l  ju r i sd ic t ion? 

MR. NORDLINGER: Absolutely. 

COMMISSIONER DEASON: And tha t  

cap i ta l i ze  more costs as a r e s u l t  o f  FERC 

your r e t a i l  ra te  base, does i t  not? 

MR. NORDLINGER: Yes. 

COMMISSIONER DEASON: Okay. 

f you have t o  

po l icy ,  i t  increases 

MR. NORDLINGER: So I guess t o  ant ic ipate what you ' re  

asking, i s  i t  possible t h a t  t h i s  Commission could be u l t ima te l y  

asked t o  be looking a t  including these f a c i l i t i e s  tha t  were 

b u i l t  f o r  the generator i n  r a t e  base? Yeah, I th ink  t h a t  could 

happen. 

COMMISSIONER BRADLEY: And what I'm th ink ing  about i s  

what protections t h a t  there are for the ratepayers who 
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ult imately,  as you said, are going t o  pay f o r  these f a c i l i t i e s .  

dhat happens i f  - - and I ' m  th ink ing about a worst case 

scenario, and I ' m  th ink ing about a Ca l i fo rn ia  type o f  

s i tuat ion.  What happens i f  the transmission company folds? I 

mean, how do we deal w i th  d ivest i ture? Who then takes over the 

f a c i l i t i e s ?  I mean, do they rever t  back t o  the generator who 

i n i t i a l l y  b u i l t  them? I mean, the assumption i s  t ha t  these 

companies are going t o  be able t o  e f f e c t i v e l y  and e f f i c i e n t l y  

run a transmission company and remain solvent and provide a 

high-qual i t y  service a t  a reasonable r a t e  t o  the ratepayer. 

What happens i f  t h i s  company goes bel ly-up? Has the 

FERC given any consideration t o  - -  I mean, who eats  that? The 

FERC or the ratepayer? I mean, what has FERC - -  have they 

anticipated - - 
MR. NORDLINGER: Commissioner, I r e a l l y  don ' t  know. 

I ' m  sorry. To my knowledge, you know, I haven't read any FERC 

ru l ings tha t  have addressed tha t  i n  anyway, but - -  so I r e a l l y  

don't have any knowledge o f  it. 

they do. 

I ' l l  defer t o  my colleagues i f  

MR. SCHONECK: I don' t  know o f  any e i the r .  

MR. MACEY: Nor I as wel l .  

COMMISSIONER PALECKI: These credi ts ,  do those - - do 

they run through your rates or through the fuel  clause o r  one 

o f  the cost recovery c1 auses? 

MR. NORDLINGER: Why I'm hes i ta t ing  i s  t ha t  
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short-term transmi ssi  on service when i t  ' s taken, it ' s my 

understanding o f  your rules, short-term transmission service i s  

credited back t o  the ratepayers through the fuel  clause. So 

I ' m  not sure. Let me see i f  I can work through it. 

The generators paid some money i n  f o r  these 

f a c i l i t i e s .  They take - -  i f  they take long-term transmission 

service, then they get t h i s  money back and the - -  and c l e a r l y  

then these f a c i l i t i e s  are j u s t  pa r t  o f  the transmission system. 

They're par t  o f  the costs o f  the u t i l i t y ' s  o r  the transmission 

provider 's transmission system. 

Now, i f  they take short-term transmission service and 

there 's  c red i ts  given back, there 's  another leve l  o f  

complication because short-term transmission service has some 
implications i n  the fuel clause, and I ' m  not sure exact ly how 

tha t  would exact ly work. 

Gary, why don ' t  you go ahead and chime i n  here? Thank you. 

Is i t  j u s t  interchange o r  i s  i t  - -  

MR. MACEY: The process t h a t ' s  used i s  tha t  when a 

customer takes po in t - to -po in t  service, t ha t  i s  normally 

credited against the revenue requi rements fo r  transmission 

service, a l l  transmission service, and tha t ,  therefore, would 

be a c red i t  as long as the customer i s  taking po in t - to -po in t  

service. So, i n  essence, i t  reduces the rates f o r  network 

customers, which woul d be a1 so r e t a i  1 customers. 

COMMISSIONER PALECKI: That 's i f  you receive a 

c red i t .  What i f  you have t o  pay a c red i t?  
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MR. MACEY: Well, what I was t a l k i n g  about i s ,  the 

transmission rates themselves, i f  i t ' s  po in t - to -po in t  service 

tha t  we're t a l k i n g  about, l e t ' s  assume a customer - -  the 

generator gets a c red i t  for the transmission service because o f  

upgrades, then he i s  going t o  get t h a t  c r e d i t  when he i s  

charged f o r  transmission service once he takes transmission 

service. And the c red i ts  w i l l  go forward against h i s  

transmission service, and i n  essence, he's paid back h i s  money. 

8ut as f a r  as the rates are concerned, what happens 

with the revenues, once you get beyond the c r e d i t  process, 

l e t ' s  j u s t  t a l k  about t h a t  f o r  a minute without the credi ts ,  

those rates - -  or the revenues t h a t  are co l lected for 

poi n t  - t o -  po int  rates or service are credi ted agai ns t  revenue 

requi rements. Therefore, a1 1 network customers are receiv ing 

t h i s  c r e d i t  and the revenue requirements f o r  network service 

are reduced, okay, and t h a t  would include the r e t a i l  customer. 

COMMISSIONER PALECKI : Thank you. 

MR. NORDLINGER: Okay. So what I ' d  l i k e  t o  do next 

i s ,  I ' d  l i k e  t o  give you a l i t t l e  b i t  o f  perspective on 

interconnections tha t  the three companies have received i n  

Florida, or  interconnection requests, I should say. To date, 

we1 1, a t  l eas t  since January ' 99  when these things s tar ted 

comi ng i n, these requests, the  three companies have recei  ved 

96 requests, and t h i s  i s  j u s t  requests from independent power 

producers. 
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Now, since tha t  time - -  excuse me - -  since t h a t  time, 

12 requests have withdrawn. There are 49 requests tha t  are 

w r r e n t l y  e i ther  pending, they ' re  i n  some point  i n  the  process 

3s f a r  as being studied, or t h e i r  interconnections are being 

qegotiated or whatever po int  they are i n  the process, and 5 o f  

the projects are i n  service. 

CHAIRMAN JABER: Forgive my naivete on t h i s  issue. 

I ' m  going t o  ask you a series o f  questions tha t  are probably 

just  not very i n t e l l i g e n t ,  but  t h a t ' s  how I learn. 

When you say "requests," those are the  ones tha t  are 

i n  queue? 

MR. NORDLINGER: Yes; t ha t  i s ,  tha t  have submitted an 

application and the appl icat ion has been accepted as complete 

and they've been given a queue date. 

CHAIRMAN JABER: Okay. What incent ive - -  i s  i t  

iossible, l e t  me j u s t  be blunt  about it, i s  i t  possible tha t  

zompanies w i l l  make requests tha t  never r e a l l y  come t o  f r u i t i o n  

sut they ' re  held i n  queue and i n  the meantime other companies 

we  precluded from making requests? 

MR. NORDLINGER: That could happen. 

CHAIRMAN JABER: Okay. I s  there a maximum - -  

MR. NORDLINGER: Oh, I ' m  sorry. Excuse me. I may 

have m i  sspoken because I may have m i  sunderstood your question. 

It i s  possible tha t  somebody could put i n  a request t ha t  i s  

somewhat speculative. Le t ' s  characterize i t  t h a t  way. 
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However, would tha t  preclude anybody else from pu t t i ng  i n  a 

request? No. There's a t  leas t  for the three companies no 

maximum number o f  requests tha t  we can take. Now, o f  course - -  
CHAIRMAN JABER: There i s  no maximum? 

MR. NORDLINGER: There's no maximum; however, the 

more you get, the longer i t  takes. You s t a r t  t o  get a backlog 

o f  them, o r  a t  least  there's the potent ia l  f o r  tha t ,  and 

therefore, i t  could delay the process f o r  people who have a 

l a t e r  queue date o r  who come l a t e r .  

CHAIRMAN JABER: Okay. So i s  there an evaluation 

process when you get t h a t  o r ig ina l  request t ha t  has you k ick ing  

one back because i t ' s  j u s t  not a leg i t imate request o r  - - 
MR. NORDLINGER: Okay. There's no evaluation process 

as f a r  as i t ' s  not up t o  the transmission providers t o  judge 

and say, t h i s  i s  a reasonable request, or  you're never ac tua l l y  

going t o  b u i l d  t h i s ,  so we don ' t  believe you, or  anything l i k e  

t h a t .  However, there are some assurances t h a t  the transmission 

providers t r y  t o  put i n  place t o  make sure tha t  the requests 

tha t  they get are va l id .  One i s  s i t e  contro l ,  and I t h ink  

t h a t ' s  a b i g  one; t ha t  i s ,  the generator ac tua l l y  has t o  

have - -  they e i ther  own a piece o f  property, they have some 

options on a piece o f  property. So tha t ,  I th ink,  goes a long 

way towards assuring tha t  you only get reasonable requests, and 

they're not j u s t  t o t a l l y  speculative where they don ' t  even know 

exact ly what property they ' re  going t o  use. It's j us t ,  wel l ,  
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we're going t o  connect somewhere near over here. So tha t  gives 

them an idea. 

CHAIRMAN JABER: When you get t o  the next request i n  

queue, do you ever have a s i tua t ion  where t h a t  company i s  not 

ready, no longer has a need, do you j u s t  go t o  the next one i n  

queue? 

MR. NORDLINGER: That i s ,  i s  possible t h a t  somebody 

might drop out? Absolutely. And as we said, 42 requests have 

withdrawn, and they withdraw a t  a l l  d i f f e r e n t  points i n  the 

process. 

CHAIRMAN JABER: I s  i t  a f a i r  statement t o  say 

tha t  - -  t o  make t h a t  the requests tha t  are withdrawn are the 

companies tha t  have bought generation from another company 

or  - - I mean, what makes a company withdraw i t s  request f o r  

generat i on? 

MR. NORDLINGER: There could be a l l  kinds o f  

circumstances. I t ' s  - -  I t h ink  one o f  the biggest ones r i g h t  

now, f rankly,  i s  t ha t ,  i n  my opinion, i t ' s  unfortunate tha t  

because o f  Enron and some other things tha t  have happened i n  

the market, some o f  the generators are having t rouble ge t t ing  

c red i t  r i g h t  now. So they've had t o  scale back the number o f  

requests or the number o f  projects tha t  they ' re  th ink ing  about 

doing, which means t o  the transmission providers, withdrawal o f  

requests. I hope t h a t ' s  j u s t  a short-term th ing,  but for r i g h t  

now t h a t ' s  the r e a l i t i e s .  
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There are a var ie ty  o f  other reasons a generator 

might withdraw? including as they get down the road a ways and 

they f i n d  out tha t  the impact t ha t  they thought they had - -  
were going t o  make on the transmission system i s  a l o t  

greater - -  o r  excuse me, the impact t h a t  the studies show i s  a 

l o t  greater than the impact t ha t  they thought they would have, 

and therefore they say, wel l ,  you know, t h i s  probably wasn't 

the best spot t o  interconnect, l e t ' s  f i n d  another one. That 

might be a reason f o r  withdrawal. 

CHAIRMAN JABER: And one f ina l  question: I s  there 

ever a s i tua t ion  where you would move the  order o f  the requests 

i n  the queue based on need, based on a showing tha t  some 

generation i s  extremely necessary i n  some pocket o f  the world? 

MR. NORDLINGER: I can only speak for Tampa E lec t r i c  

i n  tha t  we don ' t  have any provisions i n  our procedures t o  al low 

for tha t .  

CHAIRMAN JABER: What about Power & L ight? 

MR. SCHONECK: We don ' t  e i ther  as long as they 

maintain a v a l i d  request w i th  the procedures; they have s i t e  

control ;  they move forward i n  the process. Basical ly, they ' re  

able t o  maintain t h e i r  space i n  the queue. 

MR. MACEY: F lor ida Power does not as well  . 
CHAIRMAN JABER: Thank you. 

MR. NORDLINGER: Okay. So t h i s  was - -  the idea o f  

t h i s  s l i de  was t o  give you a perspective o f  how many requests 
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;here have been. Okay. O f  those, 14 o f  these have reached the 

i o i n t  where they actual ly  had an interconnection agreement, 

vhether i t  was executed or  not, f i l e d  a t  FERC, and the cost o f  

system upgrades f o r  those 14 pro jects  t h a t  were f i l e d  a t  FERC 

i s  approximately $72 m i l l i on .  So the net e f f e c t  here i s ,  

;here's the potent ia l  t ha t  $72 m i l l i o n  i n  costs t o  b u i l d  system 

ipgrades f o r  these generators t h a t  a t  some po in t  i n  the fu tu re  

;he case i s  t h a t  the generator takes transmission service, 

those costs eventual ly would become pa r t  o f  the transmission 

r o v i d e r ' s  r a t e  base, o r  a t  leas t  the cost o f  t h e i r  system. 

COMMISSIONER DEASON: And f o r  TECO, how much o f  that 

vi11 go t o  r e t a i l  r a t e  base? 

MR. NORDLINGER: TECO i s  about 95/5 f o r  

*e ta i  1 /who1 esal e, so - - 

COMMISSIONER DEASON: So o f  the 72 m i l l i o n  - -  
MR. NORDLINGER: Okay. 

COMMISSIONER DEASON: - -  j u s t  f o r  s imp l ic i t y ,  l e t ' s  

issume TECO o f  the 72.2 m i l l i o n  i s  - -  

MR. NORDLINGER: TECO i s  fortunate - -  

COMMISSIONER DEASON : Go ahead. What i s the number? 

MR. NORDLINGER: Yeah, l e t  me get i t  r i g h t .  I have 

it here. I had i t  here. I f  you w i l l  bear w i th  me j u s t  a 

second. 

MR. SCHONECK: FPL's i s  the 66 o f  the 72 m i l l i o n .  

MR. NORDLINGER: Okay. I've got it. 
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BRADLEY: Before you do tha t ,  repeat 

ease, about whose r a t e  base t h i s  enters 

MR. SCHONECK: I t h ink  we were looking, I guess, f o r  

the d i s t r i b u t i o n  between the three companies o f  the  72 m i l l i o n ,  

and Flor ida Power & L i g h t ' s  o f  the 72 m i l l i o n  was 66, and I 

guess Tampa has t h e i r  numbers. 

MR. NORDLINGER: Right. I can give you the numbers 

I t ' s  66.8 f o r  f o r  the three companies t h a t  add up t o  the 72. 

Power & Light,  i t ' s  2,400,000 for FPC, and i t ' s  j u s t  under 

3 m i l  1 i o n  for Tampa E lec t r i c .  

COMMISSIONER DEASON : And your r e t a i  1 percentage i s 

95 percent? 

MR. NORDLINGER: I bel ieve t h a t ' s  correct .  My r e t a i l  

rates people are shaking t h e i r  heads yes. That 's good. 

COMMISSIONER BRADLEY: L e t ' s  deal w i t h  r a t e  base and 

base rate.  Who - - FERC i s  going t o  - - I mean, who i s  going t o  

deal wi th,  I mean, w i th  those two issues? I mean, i s  t h a t  

something tha t  we would be dealing with? 

MR. NORDLINGER: I'm r e a l l y  not sure. That i s ,  I 

mean, t o  the extent - - 
COMMISSIONER BRADLEY: As i t  re la tes t o  the 

transmission company. 

MR. NORDLINGER: To the extent t h a t  you have a say so 

over what goes i n t o  r e t a i l  rates,  I guess the answer would have 
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t o  be yes. 

COMMISSIONER DEASON: You mentioned e a r l i e r  t ha t  

po int  - t o -po i  n t  servi ce gets a1 1 ocated, those revenues get 

al located t o  the r e t a i l  j u r i sd i c t i on .  Did I understand tha t  

correct ly? O r  short term - -  something about short-term 

service. What revenue gets credited t o  r e t a i l ,  and what 

revenue gets credited t o  wholesale? How i s  t h a t  done? 

MR. MACEY: That 's based on a j u r i sd i c t i ona l  s p l i t ,  

and i t  varies from company t o  company. But as A r t  had said, I 

th ink  i t ' s  95 percent r e t a i l  f o r  TECO and 75 f o r  Flor ida Power. 

COMMISSIONER DEASON: So i t ' s  based upon a 

j u r i sd i c t i ona l  separation factor  as we1 1 ; correct? 

MR. MACEY: That 's correct. 

COMMISSIONER DEASON: Now, you mentioned e a r l i e r ,  I 

th ink,  i n  answer t o  a previous question tha t  there was some 

type o f  service tha t  the amount gets credited immediately 

through the fuel adjustment clause. Was t h i s  some type o f  a 

short-term transaction o f  - - 
MR. MACEY: No, i t ' s  not credited through the fuel 

adjustment. What I was r e f e r r i n g  t o  was what's ca l led 

point  - t o -  poi n t  servi ce. 

requirements for transmission rates. Okay. And obviously, 

wel l ,  not obviously, but t ha t  c red i t ,  o f  course, would 

e f f e c t i v e l y  reduce the ra te  t o  network customers, which are the 

other transmission customers. 

It gets credited t o  the revenue 
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COMMISSIONER DEASON: But as f a r  as wholesale and 

r e t a i l ,  i t ' s  based upon an a l locat ion factor.  

MR. NORDLINGER: Yes. 

COMMISSIONER DEASON: Okay. 

CHAIRMAN JABER: Mike, are you a l l  using t h a t  

overhead r i g h t  now? 

MR. STADEN: No. 

CHAIRMAN JABER: Can you move t h a t  out o f  the way, 

p l  ease b 

MR. TWOMEY: Yeah, sure can. 

CHAIRMAN JABER: Thank you. Go ahead. 

MR. NORDLINGER: Okay. The next t h i n g  I j u s t  wanted 

t o  po in t  out i s  where a generator i s  located. 

doesn't represent a1 1 the requests; t h a t  i s ,  there are 

54 act ive,  e i ther  act ive o r  in-serv ice requests, the 49 p lus 

the 5. This i s  only 43 o f  them, but they tend t o  c luster .  And 

you can have a look a t  the map. And then i f  you t u r n  t o  the 

next page, I believe t h a t  the generators tend t o  c lus te r  - - 

wel l ,  t o  s t a r t  wi th,  I wouldn't for a second t e l l  you t h a t  i t ' s  

easy t o  s i t e  a generator. 

And generators have a l o t  o f  requirements, u t i l i t y  generators 

as well as n o n u t i l i t y  generators. 

Now, t h i s  

I t ' s  a very complicated process. 

Those requirements are fuel  which f o r  most o f  the  

IPPs i s  natural gas, water. They obviously have t o  f i n d  a s i t e  

tha t  they can use and t h a t  can be permitted, hopeful ly that  the  
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t o  s i t e  there, and 

and a t  a reasonable pr ice.  

However, I would also say t h a t  there's a p o s s i b i l i t y  t h a t  

because o f  the way FERC i s  now t rea t i ng  interconnection costs 

i n  tha t  the generators, although they do i n i t i a l l y  have t o  pay 

them and tha t  i s  an expense t o  them i n i t i a l l y ,  since they get 

a l l  o f  tha t  money back w i th  in te res t  i n  arguably a r e l a t i v e l y  

short period o f  time, tha t  the incentive for them t o  locate i n  

a way tha t  minimizes the cost of t h e i r  interconnection might - -  

tha t  economic incent ive might not be there. 

COMMISSIONER DEASON: Let me ask a question, and t h i s  

I f  may be a r e a l l y  stupid one, but I'm going t o  ask it anyway. 

these are the considerations tha t  a generator looks a t ,  

a v a i l a b i l i t y  o f  gas, water, ease o f  s i t i n g ,  and inexpensive 

land, i f  I were a generator and tha t  was the c r i t e r i a  I was 

looking a t  and I r e a l l y  d i d n ' t  care where the load was because 

a l l  I ' v e  got t o  do i s  get you t o  connect me t o  a transmission 

and i f  

d be 

You've got a par t  o f  a gas transmission l i n e  t h a t  

goes through the Panhandle a l l  the way. Land general ly i s  

probably less expensive i n  North Flor ida than South F lor ida.  

There are probably loca l  communities i n  North F lor ida who would 

welcome the tax  base who r i g h t  now have zero tax  - - or very 
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l i t t l e  tax base so you wouldn't be, not i n  my backyard type 

syndrome; i n  fac t ,  i t  may be welcomed. So why aren ' t  we seeing 

clusters o f  these i n  North F lor ida i f  people r e a l l y  a ren ' t  

concerned about transmission costs? 

MR. NORDLINGER: Because there 's  s t i  11 the 

p r a c t i c a l i t y  t ha t  whatever the p r i ce  may be, transmission l i n e s  

would have t o  be s i t ed  and built t o  interconnect the generator 

and move the power t o  the market, l i k e  you said. And, i n  fac t ,  

the ab i l i t y  t o  b u i l d  and s i t e  long transmission l i nes  i s  

def i n i  t e l  y very d i  f f i cul t . 
COMMISSIONER DEASON : So there ' s not  adequate 

transmission in f rast ructure cur ren t ly  i n  place i n  the northern 

sections o f  the s tate t o  accommodate - -  

MR. NORDLINGER: To move the power south, t h a t ' s  

So t h a t ' s  a reason tha t  i f  you look a t  where the correct. 

generators are cluster ing,  and they understand transmission - - 
COMMISSIONER DEASON: We1 1 , couldn' t  they - - I mean, 

an extreme s i tua t i on  under FERC po l i cy ,  would i t  be possible 

fo r  someone t o  locate a generator i n  North F lor ida and say, 

I ' v e  got plenty o f  time, b u i l d  a transmission system capable o f  

get t ing power from North Flor ida t o  M i a m i ,  and I'll get i t  a l l  

back i n  c red i ts  once you get i t  b u i l t ?  

MR. NORDLINGER: Yes. 

COMMISSIONER DEASON: 1 mean, t h a t ' s  r e a l l y  extreme, 

but under FERC pol icy ,  conceivably t h a t  can happen? 
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MR. NORDLINGER: Yes. 

COMMISSIONER PA .ECKI: So under FERC pol icy ,  the 

c red i ts  would apply t o  a f u l l  scale transmission l i n e  t h a t  

might run a hundred or  more miles? 

MR. NORDLINGER: We1 1, now, tha t ' s  d i f f e ren t  because 

now we're t a l  k ing about del i ve ry  service. That i s  - - and 

tha t  I s  a separate par t  as f a r  as i f  a transmission - - o r  excuse 

me, i f  a generator comes t o  a transmission provider and says, I 

want t o  move "X"  amount o f  power from Point A t o  Point B; the 

transmission provider says, sorry, there's not adequate 

capacity on the system t o  move tha t  power, and they say, nope, 

I want you t o  do it anyway, then you run i n t o  what we c a l l  the 

"Higher O f "  t e s t  f o r  the FERC, which i s  tha t  the transmission 

provider would be requi red t o  bui  1 d the 1 i ne and the generator 

would pay a transmission ra te  tha t  i s  e i ther  the higher o f  the 

t o t a l  o f  revenues tha t  they would pay over the course o f  t ime 

tha t  they would be moving power o r  a ra te  t h a t ' s  based on the 

incremental cost o f  the f a c i l i t i e s .  

So i f  they say, I want - -  i f  the f a c i l i t i e s  cost a 

b i l l i o n  do l la rs  but they say, you know, t h a t ' s  okay, 1'11 sign 

up f o r  30 years, and i f  the net present value o f  30 years o f  

service i s  more than a b i l l i o n  do l la rs ,  then the transmission 

provider i s  going t o  b u i l d  those f a c i l i t i e s  and the generator 

i s  going t o  sign a contract t ha t  says, I'll take 30 years o f  

service on tha t  - -  on those f a c i l i t i e s  a t  your transmission 
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rate.  

But i f  they say, you know, I want you t o  b u i l d  those 

b i l l i o n  do l la rs '  worth o f  f a c i l i t i e s  but I only  want t o  take 

service - -  I only want t o  commit t o  f i v e  years: you say, okay, 

what's the net present value o f  a stream o f  do l l a rs  tha t  would 

add up t o  the b i l l i o n  do l la rs  o f  f a c i l i t  es over f i v e  years? 

And t h a t ' s  how you determine the transmission rate.  And they 

would pay tha t  - -  the cost o f  those f a c i l i t i e s .  So t h a t ' s  

de l ivery  service which i s  also under the Open Access 

Transmission T a r i f f ,  but i t ' s  separate from the 

interconnection. 

COMMISSIONER PALECKI : Where do they draw the 1 ine? 

What i f  a power plant i s  located i n  a phosphate mine i n  Hardee 

County 20 miles from the nearest transmission l i n e  and they 

decide t o  interconnect t o  the transmission l i n e  20 miles away? 

Is t ha t  - -  
MR. NORDLINGER: The way i t ' s  set  up today, the 

connection from the generator t o  the transmission provider or 
t o  the transmission system are, quotes, interconnection 

f a c i l i t i e s ;  t ha t  i s ,  they f a l l  under what we're t a l k i n g  about 

today. 

Now, the way tha t  FERC has ru led recent ly,  though, 

tha t  20-mile l i n e  t h a t ' s  looped - -  probably looped i n t o  the 

generator substation, o r  the generator may say, I want you t o  

b u i l d  a substation where I am, and I want you t o  loop a 20-mile 
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l i n e  i n  here, and my point  o f  interconnection i s  going t o  be 

outside o f  your substation, and FERC would say, I believe, tha t  

those are a l l  upgrades t o  the ex is t ing  transmission system. 

Network power, tha t  i s ,  power from other f a c i l i t i e s  or  other 

plants, could f l o w  down that  l i n e  and down through t h a t  

substation and back up around, so t h a t ' s  par t  o f  the 

interconnected transmission system; therefore, t h a t ' s  a system 

upgrade. And although the generator admittedly might have t o  

f ron t  a l o t  o f  do l lars  up f ront ,  which, you know, t h a t ' s  not 

necessarily a smal l  task, they would when they take 

transmission service get those dol lars  back against t h e i r  b i l l s  

as a c red i t  on t h e i r  b i l l s  wi th  in te res t  u n t i l  i t ' s  a l l  paid 

back. 

So as we were t a l  k ing about before, typ ica l  1 y these 

things a re  paid back i n  a year o r  two. 

it badly enough, and I don' t  th ink most generators do that ,  but 

hypothet ical ly,  so i t  could take longer than two years, i t  

could be, you know, any number o f  years a f te r  that ,  I suppose, 
i f  you have t o  b u i l d  enough f a c i l i t i e s .  And again, I wouldn't 

for a second t e l l  you tha t  generators, you know, t ry  t o  do tha t  

i n  any way because they do have t o  f ron t  the money. 

I suppose i f  you s i ted  

COMMISSIONER PALECKI : Where does the FERC draw the 

l i n e ,  though? Is there a clear l i n e ?  What i f  i t  was a 70 -m i le  

l i n e  tha t  was required t o  be b u i l t  between the generation and 

the transmission l i ne?  Would tha t  be a system upgrade? Is 
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there a clear l i n e ,  or i s  tha t  s t i l l  not answered? 

MR. SCHONECK: I don' t  th ink  there i s  a mileage. 

What FERC has basical ly,  I guess, ru led on i n  the past t ha t  

what they have considered a rad ia l  connection, and on 
Page 11 we had two d i f f e r e n t  examples, t h a t  ge t t ing  t o  the 

system from a rad ia l  was considered the interconnection 

f a c i l i t i e s ,  and tha t  i f  i t  - -  as A r t  had said, i f  i t ' s  a loop 

type, which was the second example on the page, where power can 

f low through the s tat ion,  then i t ' s  more handled l i k e  a system 

upgrade. So t h a t ' s  k ind o f  the approach. I don' t  th ink  

there 's  any type o f  mileage tha t  FERC has come up with. 

you kept looking, i s  i t  14, i s  i t  70, but there 's  nothing tha t  

I ' v e  seen as f a r  as how f a r  away. 

I know 

CHAIRMAN JABER: Commissioners, for the benef i t  o f  

the audience and the speakers, l e t  me explain what we were j u s t  

handed. Apparently FERC d i d  take up t h e i r  rulemaking today on 

standardization o f  generation interconnection agreements and 

procedures. They voted t o  release a not ice o f  proposed 

rulemaking tha t  bu i lds on the ANOPR. Comments are due 45 days 

a f t e r  publ icat ion i n  the Federal Register. The rulemaking 

asked whether the current p r i c ing  on interconnection should be 

retained and seeks a1 ternat ive proposals. 

Go ahead. We're going t o  wrap t h i s  up. 

MR. NORDLINGER: I ' d  l i k e  to .  

CHAIRMAN JABER: Go ahead. 
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MR. NORDLINGER: Okay. So we were speaking about 

s i t i n g .  I want t o  t a l k  a 1 i t t l e  b i t  about planning and some o f  

the challenges tha t  the transmission providers are f ind ing  tha t  

they ' re  facing as f a r  as planning. As we said - -  o r  excuse me, 

we d i d n ' t  previously say t h i s .  S ix ty -e igh t  o f  the 96 proposed 

projects have s i  gni f i cant1 y changed scope or  w i  t hdrawn o r  been 

s ign i f i can t l y  delayed; t h a t ' s  71 percent. The problem here i s  

that  when tha t  occurs, i t  can cause restudies, i t  can cause 

delays. It ce r ta in l y  causes uncertainty, and i t  can increase 

the costs f o r  other generators who are i n  the queue. 

Let me kind o f  - -  l e t  me explain a l i t t l e  fur ther .  

Generators tha t  f a l l  far ther  down i n  the queue are dependent on 

the resul ts  o f  studies tha t  happen before them because l e t ' s  

say a generator who i s  number one i n  the queue i s  required t o  

pay f o r  the costs o f  upgrading cer ta in  equipment. Well, a l l  

the generators t h a t  are past t ha t  generator i n  the queue are 

going t o  depend on the fac t  - -  t h e i r  studies depend on the fac t  

that  tha t  equipment i s  already upgraded. We1 1, what happens i f  

dhen i t  comes t o  the point  o f  some other po in t  i n  the process, 

i n  any event, t h a t  generator drops out, o r  says, you know, the 

market i s  not r i g h t ,  I want t o  delay three years? So those 

faci  1 i t i e s  wouldn't otherwise be upgraded f o r  three years hence 

or maybe never because tha t  generator dropped out. 

We1 1 , now, the next people i n  1 i ne  who were dependent 

on the resu l t  o f  t ha t  study now face the uncertainty tha t  they 
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might have t o  pay f o r  those upgrades i n  order fo r  t h e i r  

interconnection t o  be made. So there 's  uncertainty here. 

There's uncertainty fo r  the transmission providers, there 's  

uncertainty f o r  the generators. 

Okay. I ' d  l i k e  t o  r e a l l y  quick - -  hopeful ly qu ick ly  

go through an example. This i s  an example j u s t  t o  i l l u s t r a t e  

the potent ia l  c o n f l i c t  between economic incentives f o r  the 

generator and the transmission provider. Now, a t  the top we 

have the cost o f  the generator, which i s  the biggest cost i n  

y tha t  the generator pays. This i s  

d the f a c i l i t i e s .  And some o f  the 

was t a l k i n g  about, might be d i r e c t l y  

as f a r  as the interconnection. So 

the whole process cer ta in  

what i t  costs them t o  bui 

rad ia l  f a c i l i t i e s ,  as Bob 

assigned t o  the generator 

t h a t ' s  the second l i n e .  

Now, then there add i t iona l l y  might be system upgrades 

tha t  need t o  be b u i l t .  That 's the t h i r d  l i n e .  And those, 

again, the generator would be e l i g i b l e  t o  get back w i th  

credi ts .  And 1 a s t  , 1 i ke Commissioner Pa l  ecki was saying, there 

might be a transmission l i n e  t h a t  needs t o  be b u i l t  i n  order t o  

move t h i s  power from where the generator decided t o  locate t o  

where the market i s .  

Well, as you can see from the example, the generator 

has the incent ive t o  construct Project  C because t h e i r  costs 

are only u l t imate ly  the cost o f  the generator and the d i r e c t  

assigned f a c i l i t i e s  because the r e s t  they get back i n  credi ts .  
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iowever, from a least -cost  planning perspective, you'd select 

Generator B as being the t o t a l  least-cost .  

COMMISSIONER DEASON: Let me ask you a question. 

Jnder the section there, "Additional transmission f a c i l i t i e s  

requi red f o r  del i very" - - 

MR. NORDLINGER: Right. 

COMMISSIONER DEASON: - - f o r  Generator C, you've got 

$70 m i l l i o n  there. How would - -  i s  tha t  subject t o  ge t t ing  a 

c red i t  back, or as you mentioned e a r l i e r ,  a "Higher O f "  t e s t ,  

whatever the r a t e  would be our incremental cost? Would 

70 throw i t  i n t o  an incremental ra te  or - - explain tha t .  

It depends on the term of service, MR. NORDLINGER: 

generally; tha t  i s ,  what determines the incremental ra te  i s  two 

pieces - -  or  whether i t ' s  incremental or  r o l l e d  i n  i s  two 

pieces; tha t  i s ,  the t o t a l  number o f  do l lars  t h a t  i t  costs t o  

b u i l d  the f a c i l i t i e s  and then the amount of t ime you agree t o  

take service. So the longer you agree t o  take service, the 

more the r o l l e d  i n  r a t e  would accumulate, i f  you w i l l .  

you agree t o  take service f o r  long enough, your r o l l e d  i n  ra te  

would be higher than your incremental rate,  and t h a t  j u s t  

depends on those two factors, the t o t a l  cost of f a c i l i t i e s  and 

the length o f  t ime. 

So i f  

COMMISSIONER DEASON: What period o f  t ime do most 

generators indicate t h a t  they ' re  going t o  take service? And 

what obl igat ion do they have i f  they say they ' re  going t o  take 
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the service f o r  20 years? Do they have some guarantee? 

MR. NORDLINGER: My experience t o  date has been t h a t  

most generators take service or  firm service i f  they have a 

long-term sales agreement w i th  a customer. So the  transmission 

service i s  most t y p i c a l l y  t i e d  t o  the long-term service or  sale 

t o  tha t  customer and tha t  I s  what predicates the length. 

COMMISSIONER DEASON: And what type guarantee do they 

have t o  provide i f  they want a long-term commitment tha t  

transmission w i l l  be avai lable? And i f  they say they ' re  going 

t o  take it, what guarantee do they have t o  provide? 

MR. NORDLINGER: Generally what they provide i s  - -  

wel l ,  I guess the f i r s t  par t  i s  whether f a c i l i t i e s  need t o  be 

b u i l t  incrementally, tha t  i s ,  addit ional transmission 

f a c i l i t i e s  need t o  be b u i l t ,  i n  order t o  accommodate t h e i r  

service. Le t ' s ,  f o r  nstance, say tha t  they ' re  not required t o  

be b u i l t .  Then under the Open Access Transmission T a r i f f ,  the 

transmission provider who's taking long-term service provides 

t y p i c a l l y  a l e t t e r  o f  c red i t  f o r  one month's worth o f  service. 

I f  f a c i l i t i e s  have t o  be b u i l t  - -  l e t ' s  say, a 

transmission l i n e  has t o  be b u i l t  and i t ' s  $10 m i l l i on .  

would be normal f o r  the transmission provider t o  ask for some 

type o f  security, l i k e  a l e t t e r  o f  c red i t ,  t h a t  would bas ica l l y  

assure t h a t  the transmission - -  tha t  the generator was going t o  

take a t  leas t  the amount o f  service t h a t  the "Higher O f "  t e s t  

was based on. So bas ica l l y  i f  we say - - i f  the  generator says, 

It 
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I'll take f i v e  years o f  service, and you say, wel l ,  you know, 
i f  you use our r o l l e d  i n  rates, t h a t ' s  going t o  be higher than 

the 10 m i l l i o n  tha t  cost t o  b u i l d  the l i n e ,  so no problem, 

w e ' l l  b u i l d  you a l i n e ,  but  you want t o  make sure tha t  sometime 

a f te r  you get tha t  l i n e  b u i l t ,  tha t  the generator t r u l y  does 

take tha t  service and doesn't back out in some way. So you'd 

ask f o r  some type o f  security, t y p i c a l l y  a l e t t e r  o f  c red i t ,  

t ha t  u l t imate ly  when t h a t  much service i s  taken, $10 m i l l i on ,  

or  the present value o f  $10 m i l l i on ,  then you'd say, okay, 

here's your l e t t e r  o f  c red i t  back because you sa t i s f i ed  your 

obl igat ion,  you took - -  

COMMISSIONER DEASON: I s  t ha t  something you 

negotiate - - 

MR. NORDLINGER: - -  enough c red i t .  

COMMISSIONER DEASON: - - o r  i s  there FERC 

speci f icat ions on tha t  as wel l? 

MR. NORDLINGER: As f a r  as - -  I mean, the amount - -  

COMMISSIONER DEASON: The amount o f  the l e t t e r  o f  

c red i t  . 
MR. NORDLINGER: I guess i t  could be negotiated, but 

I would say from Tampa E l e c t r i c ' s  perspective tha t  i t ' s  

t y p i c a l l y  the cost o f  the f a c i l i t i e s  i s  the amount o f  the 

l e t t e r  o f  c red i t ,  so - -  
COMMISSIONER DEASON: Thank you. 

COMMISSIONER PALECKI : This s l  i de  i s  a hypothetical , 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  

22 

23 

24 

25 

59 

but can you c i t e  t o  any r e a l  world examples where t h i s  has 

occurred or  where a generator has poorly s i t ed  i t s  p lant  w i t h  

regard t o  transmission expense? 

MR. SCHONECK: This i s  meant t o  be an i l l u s t r a t i o n ,  

but t h i s  does happen i n  the real world. When you have a system 

tha t  i s  somewhat l i m i t e d  i n  i t s  capab i l i t y  and you bas i ca l l y  

cross over tha t  threshold t o  where you have t o  put a l o t  o f  

in f rast ructure i n  place i n  order t o  move power from the rece ip t  

point ,  being the generator, t o  the load, you have t o  b u i l d  

addit ional f a c i l i t i e s ,  where on some other places on the system 

tha t  you might be able t o  accommodate t h a t  w i th  some ex i s t i ng  

capab i l i t y  or minimal type upgrades, so, yes, t h i s  d e f i n i t e l y  

happens. 

This type o f  s i tua t ion  happens, and i t  r e a l l y  i s  j u s t  

a s i t i n g  issue o f  t r y i n g  t o  f i n d  the places on the system t h a t  

can accommodate the amount o f  generation tha t  you're t r y i n g  t o  

connect. A t  a cer ta in  point ,  you w i l l  reach tha t  threshold, 

and you do have t o  add addit ional f a c i l i t i e s .  

COMMISSIONER PALECKI : So you ' r e  aware o f  speci f i c 

examples o f  t h i s  then. 

MR. SCHONECK: Yes. 

COMMISSIONER PALECKI : Thank YOU. 

MR. NORDLINGER: Okay. Let me t r y  t o  wrap up 

quickly. We ta lked quick ly  about the FERC ANOPR, which the 

Chairman was j u s t  r e f e r r i n g  to .  I t ' s  an advanced not ice o f  
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proposed rulemaking which was a t  l eas t  i n  some ways a l i t t l e  

d i f f e ren t  in t ha t  FERC kind o f  took an extra step i n  t h i s  case 

t o  k ind o f  get everybody's ideas on generator interconnections 

before they actual ly  put out the NOPR, which I understand came 

out today. And the purpose o f  t h i s  was t o  standardize 

interconnection agreements and procedures. 

Just a l i t t l e  h is to ry  real  quick. It was i n i t i a t e d  

October 25th. 2001. There were workshops held l a s t  f a l l  

Comments were due and f i l e d  February 1s t .  They were f i l e d  by 

over 100 par t ies,  including most o f  the fo lks  i n  t h i s  room and 

t h i s  Commission. And as we said, i t ' s  on FERC's docket today, 

and now we know what happened. 

Okay. There were some outstanding issues from the 

ANOPR, and one o f  them was tha t  p r i c i n g  and cost respons ib i l i t y  

were t o  be addressed a t  a l a t e r  t ime according t o  the ANOPR. 

Well, from what the Chairman read, 1 guess t h i s  i s  the time, 

that i s ,  t ha t  i n  the NOPR process i t  seems tha t ,  from what I 

understood her t o  read, tha t  p r i c i n g  and cost responsi b i  1 i t y  

are going t o  be addressed as par t  o f  the NOPR. 

Regional dif ferences. This was an issue as f a r  as t o  

what extent regional dif ferences should be allowed i n  

interconnection agreements. And i n  speci f ic ,  Flor ida - - a 

number o f  fo lks  i n  Flor ida f i l e d  and made comments about - - you 

know, Flor ida has i t s  own unique r e l i a b i l i t y  s i tuat ions.  We 

have our own unique r e l i a b i l i t y  standards, and those should be 
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part  o f  F1 o r i  da i nterconnecti on agreements, and FERC shoul dn ' t 

have t o  r u l e  on whether Flor ida r e l i a b i l i t y  standards are 

proper. We have our own processes f o r  that .  So tha t  was one 

o f  the regional differences k ind  o f  issues tha t  came up. 

F l e x i b i l i t y .  As we were ta l k ing  about, when 

generators change the i  r parameters, t h e i r  dates, when they 

change t h e i r  projects, tha t  causes some uncertainty. 

uncertainty f o r  other generators. 

the transmission providers. So t o  what extent should a 

generator be allowed t o  be f l e x i b l e ,  t o  move t h e i r  dates t o  - -  

and t o  otherwise change t h e i r  pro ject  without los ing  t h e i r  

queue posi t ion,  without bas ica l l y  going back t o  square one and 

s ta r t i ng  a l l  over again and p o s s i b i l i t y  wai t ing i n  l i n e  f o r  

t he i r  f i r s t  study? That was an issue. 

I t  causes 

I t  causes uncertainty f o r  

What consti tutes interconnection service a1 so was an 

issue, and we k ind o f  discussed t h i s  a l i t t l e  b i t ;  t h a t  i s ,  

r i g h t  now interconnection service i s  what some r e f e r  t o  as 

extension cord service; t h a t  i s ,  i t ' s  j u s t  the connection from 

the generator t o  the transmission system and t h a t ' s  it. 

There's no transmission r i g h t s  involved wi th  tha t .  There's no 

discussion of  d e l i v e r a b i l i t y .  And the issue was, we l l ,  should 

i t  be? That i s ,  should interconnection service include some 

considerations fo r  de l i ve rab i l i t y?  And tha t  was c e r t a i n l y  one 
o f  the issues tha t  was discussed i n  the ANOPR. 

And then l a s t ,  i t ' s  our understanding t h a t  FERC i s  
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working w i th  the state commissions t o  coordinate the 

devel opment o f  i nterconnecti on pol i cy. That concl udes my 

presentation. Well 1 cer ta in ly  address any other questions you 

might have, and thank you very much fo r  your at tent ion.  

CHAIRMAN JABER: Thank you fo r  your presentation. 

COMMISSIONER PALECKI : Thank you. 

CHAIRMAN JABER: We're going t o  take a ten-minute 

break and come back f o r  our next panel. 

(B r ie f  recess. 1 

CHAIRMAN JABER: We're going t o  go ahead and get 

started. Commissioner Baez w i l l  j o i n  us shor t ly ,  so we're 

ready f o r  our next presentation which should be the FMPA, 

Semi no1 e and others . 
Go ahead and i d e n t i f y  yoursel f . 
MR. WILLIAMS: Oh, I thought - -  i t ' s  on. Okay. 

Okay. My name i s  Robert W i l l i a m s .  I'm from Flor ida Municipal 

Power Agency. 

l i k e  t o  make. 

I have a few b r i e f  comments t h i s  morning we'd 

L e t ' s  see i f  we can get t h i s  - -  and - -  

(Loud noise. ) 

CHAIRMAN JABER: Do you always have t h a t  reaction? 

MR. WILLIAMS: I hope not. And Joe Welborn w i l l  

fol low me f o r  Seminole w i th  a few comments o f  h i s  own. The - -  

how do I back up here? Okay. A l l  r i g h t .  FMPA generally 

favors the FERC po l i cy  and where i t ' s  going on generator 

interconnections f o r  several reasons. We th ink  i t  promotes 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

63 

comparable treatment, and t h a t ' s  an issue tha t  was not 

discussed i n  the previous thing, i s  t ha t  how the investor-owns 

t rea t  t h e i r  generation, they need t o  t r e a t  everybody else the 

same way. 

We also have a t r a n s i t i o n  problem going from the way 

things were done i n  the past and how we're going t o  do i t  i n  

the future,  and there i s  some serious inequ i t ies  tha t  have been 

done i n  the past. We can ' t  r e c t i f y  them a l l ,  but  we're hoping 

we can work tha t  out and make t h i s  go forward. 

We believe a standard interconnection po l i cy  w i l l  

promote wholesale competition, and we also bel ieve the general 

way t h a t  FERC i s  heading r e f l e c t s  the broadest shared benef i ts 

o f  upgrades t o  the AC transmission gr id .  As a discussion, they 

comes talked about queuing and t h i s  guy gets a benef i t  i f  he 

f i r s t  or  second. I t  just  shows how complex and how 

cross-benefi ts are between who comes f i r s t  o r  second. 

par t ies benef i t  from the other 's  contr ibut ion or  addit 

And both 

ons 

often. And tha t  r e a l l y  argues tha t ,  wel l ,  i f  I come f i r s t  and 

pay a l l  the money and somebody uses the transmission tha t  I put 

i n  there, shouldn't I get repaid when they get benef i ts o f  what 

I paid fo r?  And I th ink  t h a t ' s  why FERC's po l i cy  i s  developing 

as i t  i s ,  as we th ink  they should. 

We even have a recent example we'd 1 i ke t o  use here, 

and tha t  i s ,  FMPA w i th  KUA owns some power plants a t  the Cane 
Is land p lant  down south o f  Orlando. And when we put  the l a s t  
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u n i t  i n ,  i t ' s  not the f i r s t  u n i t ,  t h i s  last  u n i t  i n ,  we had t o  

put i n  another piece o f  transmission l i n e ,  and i t  happened t o  

go over and connect t o  Intercession City t o  reinforce our 

generating p lant  t o  be able t o  get the power out i n t o  the gr id .  

We were already connected t o  the gr id ,  had t o  get i t  out, spent 

several m i l l i o n  do l la rs  t o  do that .  

Flor ida Power Corporation added generation i n  tha t  

Intercession City p lant  on the other end o f  t h a t  transmission 

l i n e ,  and they had t o  add more transmission l i n e  from there t o  

Lake Bryan and maybe more because o f  the increased generation 

and ge t t ing  i t  out i n  the area. Same problems we had. Their 

transmission cost r o l l e d  i n t o  t h e i r  transmission rates for 
wholesale and r e t a i l  customers, whereas our costs were not 

r o l l e d  i n .  

transmission expense we made should have been a g r i d  facility 
improvement, and we w i l l  argue as we go forward in the RTO tha t  

eventually we ought t o  get cred i ts  f o r  t ha t  as wel l .  

I n  the future,  i t  seems obvious t o  us tha t  t ha t  

This example - - there 's  a couple o f  solutions, I 

th ink,  tha t  people are maybe considering. 

not r o l l e d  i n ,  and everybody seems t o  be fear fu l  o f  tha t ,  I 

don' t  th ink  these upgrades are tha t  b i g  o f  an expense, but i f  

they're not r o l l e d  i n ,  then t o  be t r u l y  comparable f o r  a l l  

generators, the ex is t ing  transmission f o r  ex i s t i ng  generators 

should be removed from the g r i d  p r ice  and not charged - -  and 

only charged t o  the r e t a i l  customers tha t  are taking tha t  

I f  the upgrades are 
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service. 

So i n  other words, i f  a t h i r d  o f  the transmission 

costs were removed from wholesale cost, i t  would be l e f t  w i th  

the r e t a i l  customers, but then we wouldn't  add our cost on t o  

the r e t a i l  customers. So there's no f ree  lunch. 

COMMISSIONER PALECKI : Why only r e t a i  1 customers? 

I ' m  not sure I understand. 

MR. WILLIAMS: Wel l ,  i t  would ac tua l l y  - -  i f  you 

don ' t  r o l l  i t  i n ,  then you're saying t h a t  the generator 

interconnection cost f o r  Turkey Point ought t o  go t o  F lor ida 

Power & L igh t ' s  customers, not t o  everybody. 

interconnection costs tha t  were b u i l t  a t  Turkey Point, and they 

may be depreciated now, but I could chose a newer plant,  but 

everybody pays f o r  the interconnection cost f o r  Turkey Point. 

I pay for those 

When Calpine wants t o  come put one and Calpine has t o  

pay tha t ,  i t ' s  not f a i r  tha t  Turkey Po in t ' s  interconnection 

costs are charged t o  everybody. If you don ' t  r o l l  them in,  

then you have t o  a l locate them t o  a l l  the r e t a i l  customers they 

service or the generation they serve. So i f  you don ' t  r o l l  

them i n ,  you would take the Turkey Point, and t h a t  would be 

only f o r  FPL, not f o r  everybody tha t  uses the gr id .  We would 

separate the g r i d  now. This i s  a functional unbundling. It's 
not easy. I'm not saying we could 

eas i l y  do t h i s ,  but t o  be f a i r ,  i f  you're going t o  not r o l l  i n ,  

then you have t o  funct ional ly  unbundle. You have t o  go 

I ' m  not saying I want t h i s .  
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separate everybody's transmission and t r e a t  everybody the same. 
It would be the f a i r  th ing  t o  do, i n  my opinion. The 

a l ternat ive t o  tha t  i s  a - -  

COMMISSIONER DEASON: Excuse me. The e n t i r e  

transmission system or j u s t  the interconnection - - 

MR. WILLIAMS: Just the interconnections f o r  the 

generation. 

but I'm j u s t  saying r i g h t  now j u s t  the interconnections. You 

ought t o  - - i f  you're going t o  not roll i t  i n ,  then you ought 

t o  separate out each generator's interconnection cost and not 

r o l l  any o f  them i n .  I f  you can ' t  r o l l  one i n ,  you don ' t  r o l l  

any i n .  

I mean, you can get i n t o  more problems as wel l ,  

CHAIRMAN JABER: Well, how do you i so la te  - - i f  you 

were going t o  charge only t o  the r e t a i l  customers taking the 

generation service, how do you i so la te  those costs t o  j u s t  the 

r e t a i l  customers taking the service? 
I 

MR. WILLIAMS: I d i d n ' t  say i t  would be easy. And 

we've t r i e d  - -  we've made t h i s  argument before a t  FERC, and 

we've t r i e d  t o  get cer ta in  investor-owns t o  separate out what 

those are.  And they've been - -  indicated it would be very 

d i f f i c u l t ,  and I believe they ' re  t e l l i n g  the t ru th .  It would 

be very d i f f i c u l t  from t h e i r  records because they were not kept 

i n  tha t  fashion. 

CHAIRMAN JABER: And wouldn't t ha t  add t o  the cost, 

though, o f  the system and therefore increase rates even more? 
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.LIAMS: No, no. What I ' m  saying i s  tha t ,  

the Turkey Point, f o r  instance. If there was 

3 Turkey Point charge fo r  interconnection - - t h i s  i s  not f o r  

transmission now. We're i s o l a t i n g  what the g r i d  i s ,  and the 

gr id  i s  going t o  be a new d e f i n i t i o n  away from the generators, 

and the interconnections t o  the g r id  are going t o  be pul led out 

and charged only t o  those generators. So FPL's Turkey Point 

generators would carry w i th  them the transmission f o r  the 

Turkey Point interconnection, and my Cane Is land p lan t  would 

carry w i th  i t  t o  my customers the Cane Is land interconnection 

cost. But i f  I have t o  pay f o r  Turkey Point 's  interconnection 

cost, then everybody ought - - i f  everybody has t o  pay f o r  

Turkey Point ' s interconnection cost, then everybody ought t o  

pay fo r  my Cane Is land interconnection cost as we1 1. 

When I say "interconnection cost,'' t o  the extent FERC 

has defined tha t  b r i gh t  l i n e .  I t h ink  the f i r s t  graph they 

showed you w i th  the two examples, the breaker in the s ingle 

l i n e  connection would have been socialized. The transmission 

l i n e  from tha t  t o  the generator i t s e l f  would probably not be 
socialized. So a l l  o f  the costs were not social ized. Granted, 

a very large par t  would be social ized, but not a l l  o f  it. And 

I th ink  we w i l l  be debating those costs - -  those al locat ions 

fo r  a while t o  come. 

If we t r y  not t o  r o l l  i n  some o f  t h i s ,  we're going t o  

on. The path we're on i s  have bigger f i gh ts  i s  my opin 
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probably going t o  - - when we get used t o  i t , i t w i l l  probably 

work out, and w e ' l l  a l l  know what the ru les  are, and w e ' l l  l i v e  

by them and go on about our business. 

The - -  so the a l ternat ive t o  not - -  i f  you don ' t  r o l l  

i n ,  you've got t o  consider funct ional ly  separating a l l  

interconnection costs. On the other hand, a b r i gh t  l i n e  

de f i n i t i on ,  very much l i k e  what Gr id f lo r ida  has proposed, i f  

tha t  stays, tha t  looks t o  me l i k e  tha t  can work. And we've 

said t h i s  consistently. That b r i gh t  l i n e  d e f i n i t i o n  they have 

fo r  what i s  i n  the g r i d  and what i s  not i n  the g r i d  and tak ing 

tha t  w i th  FERC's - -  what's i n  the interconnection - -  what's an 

interconnected cost and what i s  a system cost, I th ink  we're 

get t ing close t o  something tha t  w i l l  work. And we support t ha t  

e f f o r t .  

So t h i s  standard tha t  we're going t o  s t a r t  working on 

i n  earnest here, apparently, we bel ieve w i l l  - -  consumers w i l l  

benef i t  because o f  more t imely  access t o  competitive 

generation. Generators w i l l  benef i t  because the standardized 

interconnection pol i c y  removes various entry. Hopefully more 

o f  i t  they w i l l  know where t o  go, and u t i l i t i e s ,  we think,  w i  

benef i t  through i ncreased re1 i abi 1 i ty. 

A couple o f  points on A r t ' s  presentation. The 

upgrade costs are substantial,  72 m i l l i o n  he's t a l k i n g  about 

1 

there, but without considering load growth, without considering 

whether t h i s  i s  replacing o l d  generation or i t ' s  new generation 
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o r  whatever. The cost per customer per month i s  about seven 

cents. It i s  not as s ign i f i can t  as i t  looks. And I th ink  a 

bigger cost t ha t  they d i d  not t a l k  about i s  the fac t  t ha t  

loca t ing  i n  North Flor ida i s  going t o  - - not going to be very 

valuable when you t ry  t o  s e l l  your generation as i t  i s  going t o  

be when you sell your generation as close as you can get t o  

South Florida. And i f  you look a t  where a l l  the generation 

interconnection a c t i v i t y  i s ,  i t ' s  not i n  North Florida. These 

people know where t o  go. They're t r y i n g  t o  f i n d  the best place 

t o  put  t h e i r  generation where i t  meets a l l  the c r i t e r i a ,  

including get t ing the generation closer t o  where the load i s  t o  

where t h e y ' l l  have more value i n  t h e i r  generation, they can 

make more p r o f i t .  

And the cost o f  interconnection, while there's not a 

d i r e c t  incentive f o r  them t o  choose the cheapest 

interconnection, there i s  an incentive t o  get i t  least -cost  and 

most value t o  the customers o f  Flor ida,  and tha t  means moving 

it as f a r  south as you can without the environmental 

l im i ta t i ons  you have and a l l  that .  And so I t h ink  we have 

going forward what's going t o  d r ive  locat ion o f  generation. 

t h ink  i t  w i l l  solve most o f  the problems tha t  are brought up 

there, and tha t  i f  we have proper market design, which i s  

something I don't th ink  we have yet  but we're working on it, 

t h a t  w i l l  be c r i t i c a l  t o  g iv ing  the incentives o f  where t o  

locate generation. 

I 
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And once you know where generation i s  going, I th ink  

we would l i k e  t o  engage t h i s  Commission on the second item, and 

tha t  i s  t o  make sure we have an open inc lus ive  regional 

planning process t o  expand the g r i d  i n  an e f f i c i e n t  and t i m e l y  

manner t o  meet everybody's needs. And I th ink  there's a l o t  o f  

room f o r  how we go about tha t  through the RTO and a l l  o f  the 

players i n  Flor ida and the Commission t o  plan how we do tha t .  

And I t h ink  some o f  the problems tha t  were mentioned 

i n  Art's presentation, I th ink  the Commission can have an 

opportunity t o  comment on t h a t  before it goes t o  FERC for f i n a l  

approval and r a t e s  and a l l  o f  tha t .  And we would welcome the 

Commission's assistance and input i n t o  the planning process and 

would 1 i ke t o  encourage tha t .  

CHAIRMAN JABER: Do you th ink  we cur ren t ly  have the 

a b i l i t y  t o  par t i c ipa te  i n  the FERC process on planning? Set 

aside the RTO procedures, t h a t ' s  not what I ' m  t a l k i n g  about, 

but - -  
MR. WILLIAMS: On the regional p l  anning? 

CHAIRMAN JABER: Yes. 

MR. WILLIAMS: I don' t  have my lawyer wi th  me today, 

but I think so. 

CHAIRMAN JABER: And what vehicle would we have? I 

mean, and we would f i l e  some sor t  o f  pleading? 

MR. WILLIAMS: I mean, I'll go way back. We've had 

generation planning i n  the past. I don' t  know why we couldn' t  
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have transmission planning w i th  the Commission and a l l  the 

affected part ies.  I th ink  we have the Grid B i l l .  I mean, I 

would th ink  you could use tha t  as your vehicle. 

research the legal pa r t  o f  that ,  but anyway - - 
CHAIRMAN JABER: Thank you. 

COMMISSIONER PALECKI : When you t a l k  about r o l l  i n g  i n  

I d i d n ' t  

network upgrades, a re  you including the c red i ts  tha t  are then 

paid by the investor-owned or by the transmission owners as 

par t  o f  the r o l l  i n g  i n  process? I guess I 'm not sure o f  what 

you mean when you say " r o l l  i n . "  

MR. WILLIAMS: Well, " r o l l  i n "  means tha t  the - -  A r t  

was r i g h t  i n  tha t  the e f fec t  i s  whether you - -  i f  they pay up 

f ron t  and get c red i ts  back, you're essent ia l l y  r o l l i n g  i n  those 

transmission costs t o  everybody. Now, tha t  customer tha t  i s  

asking f o r  the service i s  going t o  pay a substantial amount o f  

money a f t e r  the r o l l  i n  i s  paid f o r .  

contr ibut ing money t o  the g r i d  t o  pay f o r  par t  o f  the g r i d  as 

wel l .  

So he's going t o  be 

COMMISSIONER PALECKI: I n  an ideal  world, wouldn't i t  

be the customers tha t  benef i t  from the generation tha t  should 

pay f o r  the network upgrades? 

MR. WILLIAMS: Well, t ha t  goes back t o  my argument, 

I f  you want t o  do tha t ,  I th ink  i t ' s  a much i s  t h a t ' s  f ine .  

more d i f f i c u l t  task than where we're going r i g h t  now. 

COMMISSIONER PALECKI : So you' r e  saying 
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administrat ively tha t  t h a t ' s  very d i f f i c u l t .  

MR. WILLIAMS: Extremely d i f f i c u l t  because when you 

put i n  one transmission l i n e ,  you don ' t  put i t  i n  f o r  2 

megawatts or  50 megawatts, you put i t  i n  f o r  whatever i t  

requires t o  take, which may be several times that .  And so 

somebody else gets benef i ts o f  that .  So should I pay f o r  a 

o f  that? 

1 

COMMISSIONER PALECKI : We1 1 , 1 e t  ' s say i n  the s tate 

o f  Flor ida we have a plant b u i l t  by a generator i n  Flor ida 

Power & L i g h t ' s  transmission area, but a l l  o f  the power i s  

being sold i n  F lor ida Power Corporation's t e r r i t o r y .  None o f  

Florida Power & L igh t ' s  customers w i l l  benef i t  a t  a l l  from tha t  

power plant.  

customers t o  pay f o r  those transmission upgrades? 

Is i t  f a i r  t o  require Flor ida Power & L i g h t ' s  

MR. WILLIAMS: Well, my opinion i s ,  I guess you're 
t a l k ing  about an in te r im stage tha t  we're not a t  yet ,  and tha t  

in ter im stage would be the i n i t i a l  GridFlorida stage. 

term I see one state,  one ra te  and we a l l  pay, and these areas 

don ' t matter. 

Long 

COMMISSIONER PALECKI : You' r e  t a l  k ing about a f t e r  we 

create our regional transmission system - - 
MR. WILLIAMS: Yes. 

COMMISSIONER PALECKI : - - w i th  an independent system 

opera t o r .  

MR. WILLIAMS: Yes, s i r .  Long term I th ink  tha t  
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issue w i l l  go away. Today, I guess i t  goes maybe the other way 

around, but L ight  can s e l l  t o  load i n  Corp's t e r r i t o r y ,  and 

somebody pays for the transmission over L i g h t ' s  system and 

somebody pays fo r  the transmission over Corp's system. So 

there's two payments for both things. 

As we go i n t o  the i n i t i a l  GridFlorida, I th ink  what 

would happen i s  the load would pay for the Corp transmission, 

and they would not pay f o r  the L ight  transmission over the 

ex is t ing  f a c i l i t i e s ,  but as you add new f a c i l i t i e s  i n  the s tate 

tha t  get averaged over everybody, eventual ly you move t o  one 

ra te  f o r  everybody and i t  - - 
COMMISSIONER PALECKI : And everything evens out 

over - - 

MR. WILLIAMS: Over time, everything w i l l  - -  

COMMISSIONER PALECKI : It might not be absolutely 

perfect ,  but i t ' s  going t o  be p r e t t y  f a i r .  

MR. WILLIAMS: Yes, I th ink  i t  w i l l  be. The sooner 

the be t te r  as far as I ' m  concerned, but - -  
COMMISSIONER PALECKI : Thank you. 

MR. WILLIAMS: Thank you. 

CHAIRMAN JABER: Semi no1 e. 

That presentation was complete; r i g h t ?  

MR. WILLIAMS: Yes. 

CHAIRMAN JABER: Semi no1 e. 

MR. WELBORN: I ' m  Joe Welborn. I'm vice president o f  
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energy del ivery fo r  Seminole E lec t r i c .  I ' d  l i k e  t o  go through 

and jus t  address some o f  the issues tha t  were brought up today 

by - -  i n  the previous presentations. One o f  the things tha t  

had been discussed, and i t  was discussed by Bob, i s  t o  how 

cred i ts  would be paid and how the i n i t i a l  costs would be r o l l e d  

i n  on the generator interconnections. 

One o f  the th ings tha t  I ' d  l ike t o  point out i s  that, 

f i r s t  o f f ,  when the c red i ts  are reimbursed back t o  the 

generator and he has received a l l  o f  the c red i ts  f o r  h i s  

i n i t i a l  capi ta l  investment, he continues t o  invest i n t o  the 

transmission system by purchasing services tha t  u l t imate ly  

provide revenues tha t  are r o l l e d  i n  t o  the transmission rates 

over a long period of  time. So even though the f a c i l i t i e s  may 

be - -  the transmission f a c i l i t y  upgrades may be paid o f f  i n  a 

three-year period, t h a t  new generator as a transmission 

customer w i l l  continue t o  pay f o r  services i n t o  the 

transmission system f o r  the l i f e  o f  h i s  f a c i l i t y .  

In addit ion t o  tha t ,  one o f  the things t h a t  was shown 

i n  the presentation e a r l i e r  was tha t  there were 7,000 megawatts 

o f  generation added i n t o  t h i s  state. One o f  the things I ' d  

l i k e  t o  po int  out also i s  t ha t  t ha t  generation, I won't say 

100 percent o f  it, but  some o f  t ha t  generation served network 

load i n  t h i s  state. And, f o r  example, contracts w i th  Seminole 

were served by par t  o f  t h a t  generation. 

Now, what does t h a t  mean? That means t h a t  i n  l i e u  o f  
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Semi no1 e bui 1 ding fac i  1 i t i e s  where we woul d have incurred 

interconnection costs tha t  would have u l t imate ly  been 

transferred t o  our consumers through our rates, i t ' s  paid 

through the transmission rates, and i t  displaces generation 

tha t  we would have b u i l t  i n  t h i s  state. So I don ' t  th ink  i t ' s  

f a i r  t o  characterize the fac t  tha t  a l l  the generation was 

merchant f a c i l i t i e s  i n  t h i s  state and a l l  the network upgrades 

were not a benef i t  t o  the overal l  transmission system. 

I ' m  sure t h a t  also some o f  these f a c i l i t i e s  are used 

t o  serve load w i th in  the FP&L and FPC area, t h a t  i t ' s  not j u s t  

Seminole load t h a t ' s  being served by these f a c i l i t i e s .  I n  

addi t ion t o  tha t ,  I th ink  tha t  the th ing  t h a t  i s  not being 

addressed i s  the fu ture benef i t  tha t  these f a c i l i t i e s  w i l l  have 

t o  the state. When other generators come i n  and interconnect 

w i th  the transmission system, obviously since these upgrades 

have improved the overal l  transmission system and made i t  more 

robust today, when those interconnection - - those new 

generators come i n  and interconnect w i th  the system, tha t  

there 's  a l i ke l ihood tha t  additional system upgrades w i l l  not 

be required. And those are j u s t  things t o  - - some things t o  be 

taken i n t o  consideration when you're looking a t  the c red i t ing  

back t o  the generators tha t  are interconnecting , tha t  it ' s 

not - -  there are some other benef i ts besides j u s t  the 

transference o f  cost t o  the ratepayers or  - -  
CHAIRMAN JABER: But help me under your posi t ion.  So 
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a l l  o f  t ha t  being said, i s  i t  tha t  you would want t o  receive 

your c red i t  e a r l i e r  or do you dispute tha t  the - -  

MR. WELBORN: No. We're i n  agreement w i th  the f a c t  

t ha t  cred i ts  - - t ha t  the generators tha t  are interconnecting 

should pay the i n i t i a l  cost f o r  the transmission upgrades, and 

tha t  they should be reimbursed as they use the transmission 

f a c i l i t i e s  through t h e i r  transmission rates. My point  i s  t h a t  

a f t e r  those rates are paid, t h a t  t h a t  f a c i l i t y  s t i l l  serves and 

pays f o r  transmission use and the use o f  the transmission 

system fo r  the whole l i f e  o f  the f a c i l i t y  and not j u s t  during 

the time period tha t  i t ' s  ge t t ing  credi ts .  And l i k e  I said - -  
CHAIRMAN JABER: We1 7 ,  the transmission providers 

don ' t  disagree w i th  that ,  do they? 

MR. WELBORN: I don' t  th ink  tha t  they disagree w i th  

it, I j u s t  th ink  tha t  it wasn't pointed out i n  t h e i r  

presentation. And par t  o f  the discussions t h i s  morning were 

how these credi ts  would a f fec t  the r e t a i l  rates, and my po in t  

being i s  tha t  a l l  interconnection f a c i l i t i e s  w i th  generators 

tha t  go i n t o  t h i s  state are t reated exact ly the same way. 

When Flor ida Power & L ight  or  Flor ida Power Corp 

interconnects a f a c i l i t y  i n  t h i s  state,  they have redispatched 

cost, they have interconnection cost, and i f  there i s  

redispatch associated wi th  the generation, they incur those 

costs, and they pass those costs on t o  t h e i r  ratepayers. And 

our pos i t ion i s ,  i s  t ha t  any new generation i n t o  the s tate i s  
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benef ic ia l  t o  the state, t ha t  i t  adds t o  the wholesale market 

and the competition w i th in  the wholesale market, and i n  t u r n  

adds t o  the overal l  s ta te reserves. 

COMMISSIONER DEASON: But do you see any d i s t i nc t i on  

tha t  - - you gave an example o f  F1 or ida Power & Light.  An 

investor-owned u t i l i t y  bu i lds generation. They incur costs, 

interconnect costs, and they incur redispatch costs. Do you 

see any d i s t i nc t i on  tha t  t ha t  generation has been approved by 

the s tate o f  F lor ida as least -cost  and i t ' s  needed and that i t  

becomes par t  o f  t h e i r  ra te  base and tha t  i t  i s  there t o  serve 

r e t a i l  customers, and t o  the extent tha t  they make wholesale 

sales, tha t  par t  o f  those benef i ts are shared w i th  r e t a i l  

customers and t h a t  someone else tha t  comes i n  and bu i lds  a 

p lant,  t ha t  there 's  no obl igat ion t o  serve those r e t a i l  

customers o f  F lor ida Power & Light,  they can s e l l  t o  whomever 

they wish a t  the highest p r ice  tha t  the market w i l l  bear? Is 

there any - -  do you see any d i s t i nc t i on  there? 

MR. WELBORN: Well, I th ink,  l i k e  I said, two things. 

I th ink  tha t  i t  benef i ts the overal l  s ta te from the fac t  t h a t  

i t  adds t o  competition a t  the wholesale leve l  w i th in  the state.  

I also bel ieve tha t  new generation t h a t ' s  added t o  the s ta te  

when they use the transmission system a f te r  they have received 

the credi ts  are paying f o r  the transmission service, so 
6 

therefore, t ha t  t h a t  benef i ts the overal l  revenues f o r  the 

transmission system. And l i k e  I said, I don' t  bel ieve t h a t  the 
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upgrades tha t  a re  made t o  the transmission system are so le ly  

f o r  the benef i t  o f  the one generator t h a t ' s  interconnecting, 

tha t  i t  provides a benef i t  t o  the overal l  robustness o f  the 

transmission system. 

Just t o  continue on, we also agreed w i th  how the 

queue p r i o r i t y  was established by using the chronological 

sequence o f  a v a l i d  request. We th ink  tha t  by using a s ing le 

date t o  establ ish the queuing eliminates the p o s s i b i l i t y  o f  

ge t t ing  i n t o  disputes over, l e t ' s  say, for example, i f  you had 

mul t ip le  c r i t e r i a ,  as t o  how those c r i t e r i a  would be applied 

and how the queue would be established. 

We do rea l i ze  tha t  there has been a large number o f  

applications made t o  the investor-owned u t i l i t i e s  for 
interconnection. One o f  the ways t h a t  they have handled t h i s  

previously i s  t o  go through j o i n t  studies. They d i d  t h i s ,  f o r  

example, looking a t  several generation requests, and I don' t  

know the exact number o f  the '96 interconnection requests tha t  

they had tha t  they d i d  address i n  the j o i n t  study, but t ha t  i s  

another way tha t  they could handle the fac t  t ha t  there are a 

1 arge number o f  interconnecting - - or  interconnection requests 

i n to  the system. 

Some o f  the concerns tha t  we had i n  the documents 

tha t  were provided t o  the Commission was, f i r s t  o f f ,  t ha t  we 

d i d n ' t  feel t h a t  the d i rec t  assignment costs t h a t  were defined 

i n  the documents were very e x p l i c i t .  We don ' t  know, f o r  
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example, what was represented today as - - t ha t  a rad ia l  1 ine 

would or would not be a d i r e c t  assignment cost t o  an 

interconnecting generator. 

today t h a t  was presented as a posi t ion.  

I rea l i ze  tha t  i n  the presentat 

Seminole i s  o f  the opinion tha t  any f a c i l i t y  t h a t  

a 69 kV f a c i l i t y  o r  above should be considered transmission 

f a c i l i t i e s ,  and tha t  those f a c i l i t i e s  should be included as 

par t  o f  the network upgrades, t ha t  d i rec t  assignment costs 

should be l im i ted  t o  the actual interconnection t o  the 

on 

i s  

transmission gr id .  We don ' t  bel ieve tha t  t h i s  i s  any d i f f e r e n t  

than how the investor-owned u t i 1  i t i e s  t r e a t  t h e i r  current 

transmission f a c i l i t i e s  today, and we believe tha t  t h a t  should 

be continued i n  the future. 

Adding t o  tha t ,  one o f  the things tha t  we th ink  i s  a 

deficiency and what i s  not being addressed i n  any o f  the 

procedures i s  t ha t  we honestly believe tha t  there has t o  be 

some so r t  o f  a strong signal p r i c i n g  tha t  i s  provided t o  the 

generators fo r  locat ion i n  the state. We th ink  tha t  by 

providing them e i ther  zones or some s o r t  o f  a p r i c i n g  signal t o  

t e l l  them where t o  locate i n  the state, i t  w i l l  reduce the 

potentia7 o f  impacts on the gr 

generator t r y i n g  t o  serve 1 oad 

addit ional network upgrades . 
One o f  the - -  the f a  

d because o f  a poorly located 

i n  an area t ha t  will require 

lac ies tha t  we see i n  the 

current system i s  tha t  the generator doesn't get a p r i c i n g  
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signal f o r  interconnection services u n t i l  the studies are  

complete, and t h i s  i s  a f t e r  he has located h i s  s i t e  and a f t e r  

he has f ina l i zed  an appl icat ion t o  whoever he i s  

interconnecting with. And what the d i f f i c u l t y  i s  w i th  tha t  i s  

tha t  the p r i c ing  signal i s  given t o o  l a t e  t o  the 

interconnecting generator, and we th ink  those p r i c i n g  signals 

need t o  be given much e a r l i e r  so tha t  they know where t o  locate 

w i th in  the state t o  best s u i t  not only the load but  the gr id .  

COMMISSIONER PALECKI : Would you then agree w i th  the 

investor-owned u t i l  i t i e s  t h a t  under current p r i c i n g  po l i cy  

there i s  l i t t l e  incent ive f o r  generators t o  s i t e  t h e i r  plants 

t o  minimize the cost o f  interconnection? 

MR. WELBORN: I would say tha t  r i g h t  now - -  the 

answer i s  yes, and r i g h t  now I believe t h a t  there 's  not good 

p r i  c i  ng signal s t o  i ndi cate where a generator shoul d 

interconnect i n i t i a l l y ,  and i t  r e a l l y  should be done much 

e a r l i e r  i n  the process. 

COMMISSIONER PALECKI: Is t h i s  something tha t  you're 

working w i th  the investor-owned u t i l  i t i e s  t o  work out some s o r t  

o f  procedures tha t  could be put i t  place? 

MR. WELBORN: We have not r e a l l y  d i r e c t l y  - - we have 

worked wi th  them through the RTO workshops, and t h i s  has been 

an issue t h a t ' s  been brought up previously i n  the workshops. 

COMMISSIONER PALECKI: Because t h i s  seems t o  be a 

very important issue and one tha t  needs t o  be resolved as we 
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nove forward on the RTO. Thank you. 

MR. WELBORN: That concludes my presentation. 

CHAIRMAN JABER: Thank you. Let me get a fee l ing 

from the independent generators, how long they' 7 1 need for 
t he i r  presentation. And t h a t ' s  not t o  rush you. I j u s t  need 

an estimate. 

MR. MECHLER: A h a l f  hour. 

CHAIRMAN JABER: Commi s s i  oners, we have tha t  

presentation which i s  supposed t o  l a s t  h a l f  an hour. Our 
has allowed a t  the very end an open discussion - -  time f o  

open discussion, and obviously I don' t  t h ink  we can gauge 

S t a f f  

an 
how 

long tha t  w i l l  take. What's your preference? We can take a 

very short lunch break here and come back. 

COMMISSIONER DEASON: (Nodding head af f i rmat ive ly .  1 

CHAIRMAN JABER: Okay. Le t ' s  do tha t .  We'll come 

back a t  ten till. 

(Lunch recess . 1 
CHAIRMAN JABER: Le t ' s  go ahead and get started. The 

next presentations are supposed t o  be by representatives o f  

independent generators. 

How are you? 

MR. MECHLER: H i .  

CHAIRMAN JABER: Do you have handouts? 

MR. MECHLER: Yes, there was a handout. 

CHAIRMAN JABER: We don't have it. 
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Go ahead. 

MR. MECHLER: Good afternoon. My name i s  Robert 

I ' m  the manager of transmission po l i cy  fo r  Reliant 

I've been asked t o  come today and speak on behalf and 

Mechler. 

Energy. 

i n  general for the Flor ida PACE group. 

association - -  loose association o f  s ix  energy companies. 

includes Calpine, Competition Energy (s ic )  Venture, 

Constel 1 at ion, Duke Energy North America, PG&E National Energy 

Group and ourselves. 

Flor ida PACE i s  an 
It 

And somehow, I ' d  l i k e  t o  j u s t  b r i e f l y  go over some o f  

the things tha t  we heard again t h i s  morning and maybe expand on 
a few ideas and maybe provide some c l a r i f i c a t i o n  on some o f  

these issues. 

process and t a l k  about something where FERC has been, and 

obviously we heard today tha t  FERC has moved forward w i th  the 

NOPR, and then a b r i e f  discussion o f  some o f  the benef i ts we 

see w i th  the interconnection o f  new generation i n t o  the g r i d  

here i n  Florida. 

My out l ine  i s  j u s t  t o  quickly go over the 

As was mentioned t h i s  morning, there i s  a current 

process tha t  hand1 es interconnections f o r  new generators as 

well  as the transmission service and i s  frequently re fer red t o  

as the I A  or IOA process and the TSA process. In both o f  these 

cases, generally fo l lowing some series o f  computer studies, 

i t ' s  a t  tha t  t i m e  tha t  there 's  a determination o f  a need f o r  

some upgrades i n  those processes. 
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And i f  - -  I th ink  A r t  d i d  a good job t h i s  morning. 

I'll j u s t  use t h i s  s l i d e  very b r i e f l y .  This i s  a generic 

out1 ine  o f  the generation interconnection process as i t  occurs 

i n  many u t i l i t i e s  but not a l l .  And i t  moves from l e f t  t o  r i g h t  

on t h i s  screen. And during the process, the I P P  i s  obviously 

working w i th  the local u t i l i t y  through the series o f  studies 

and i s  making deposits f o r  those studies along the way and i s  

making decision points, l i k e  A r t  pointed out, as t o  whether he 
should continue or  not. And i t ' s  through t h i s  process, then, 

eventually the generator and the u t i l i t y  get down t o  f ina l l y  

negoti a t i  ng and signing an interconnection agreement whi ch i s 

f i l e d  a t  FERC. 

I don' t  know i f  there's any more questions from t h i s  

process. I th ink  they were p re t t y  w e l l  answered t h i s  morning, 

but I can answer any questions now i f  you'd l i k e .  But the key 

t o  take away from here i s  t ha t  there are cer ta in  milestones 

tha t  the I P P  must maintain t o  be maintained i n  the queue, and 

tha t  through the process he i s  paying f o r  the studies tha t  are 

being performed by the u t i l i t y  t ha t  t h a t ' s  not - -  t ha t  i s  par t  

o f  the cost o f  interconnection. 

CHAIRMAN JABER: I ' v e  heard al legations from time t o  

time from the IPPs,  no one i s  t o  be named, but from the I P P s  

about the a b i l i t y  t o  t i e  up access t o  transmission by applying 

fo r  generation, you know, sor t  o f  f looding the queue l i s t  and 

therefore r e s t r i c t i n g  access. Can you walk  me through that? 
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MR. MECHLER: Sure. 

CHAIRMAN JABER: Have you heard tha t  before? 

MR. MECHLER: Yes, we have. Let me - - l e t ' s  keep the 

two queues separate because there are two separate queues. And 

on t h i s  s l i d e  we're t a l k i n g  about the generation queue, and 

I'll answer my question r e l a t i v e  t o  the generation queue. 

There have been accusations or  a t  leas t  suggestions tha t  there 

are some projects tha t  may not be as v iable as others. This 

may occur. Keep i n  mind t h a t  when a generator, a developer 

looks out f o r  a new s i t e ,  they may s t a r t  in-house w i th  20 o r  30 

potential s i tes,  and they begin t o  widdle tha t  l i s t  down and 

naybe they get down t o  10 t h a t  might be viable, and they 

i n t e r n a l l y  begin t o  do more and more studies. 

Some developers are more sophisticated than other 

3evelopers. Reliant, f o r  example, has a fa i r l y  extensive s t a f f  

D f  employees who do a combination o f  economic studies, 

transmi ss i  on studies, and other eval ua t i  ons t o  determi ne what 

should go forward. And eventual l y  we may get down t o  two or 

three s i t e s  tha t  we th ink  might be viable. And i t ' s  a t  t h i s  

time tha t  we have t o  decide whether we want t o  go forward or 
not. And i f  we do submit a request i n  t o  a u t i l i t y ,  i t ' s  noL 

Mithout some cost because there 's  an appl icat ion fee o f  

generally around $10,000 or more. And so f o r  a developer j u s t  

to f lood a queue w i th  a bunch o f  bogus requests, he's out some 

noney, and he would - -  tha t ,  I th ink,  would be foo l i sh  i f  he's 
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not - -  doesn't have some leve l  o f  expectation t o  take those 

projects forward. 

However, cur ren t ly  there i s  not as much f l e x i b i l i t y  

when a generator submits those requests. And a good example i s  

t h i s :  

door o r  adjacent t o  a, say, a 500 kV l i n e  and a 230 kV l i n e ,  

under some queues o r  some procedures i f  he's no t  sure what 

might be the best connection i n t o  tha t  system, he might be 

forced t o  submit three requests, one t o  t i e  t o  the 500, one t o  

t i e  t o  the 230, and one t o  t i e  t o  both. This i s  not  j u s t  what 

happens i n  Florida, but  i n  some cases, some u t i l i t i e s  would 

require three requests, and they would study each request 

d i f fe ren t ly .  Other u t i l i t i e s  would say, no, no, no, give us 

one request, we'll work together t o  f i n d  the best so lu t ion t o  

connect your generator i n t o  the system. So t h a t ' s  par t  o f  the 

var ia t ion  tha t  occurs today w i th  today's nonstandardized 

interconnection process. 

If the generator sees a s i t e  tha t  he l i k e s  tha t ' s  next 

It was suggested i n  the ANOPR f i l i n g s  tha t  t h i s  k ind 

o f  f l e x i b i l i t y ,  t h i s  kind o f  interact ion,  cooperation between 

the generator and the owners o f  the transmission system would 

probably benef i t  the queue process and provide a much smarter 

process i n  the long term. Did t ha t  answer your question? 

CHAIRMAN JABER: Yes. 

MR. MECHLER: Okay. Moving on t o  the  next s l ide .  

Just i n  comparison, t h i s  s l i d e  seems k ind o f  busy, but i t  was 
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ny attempt t o  t r y  t o  show tha t  there i s  a somewhat s imi lar  

process when a transmission customer wants t o  take transmission 

service. There's a request made general ly through OASIS; 
there's some evaluation. And a t  t h a t  evaluation, it f inds t h a t  

it may require more computer studies, ca l led a system impact 

study, tha t  also can - - may lead t o  eventual contracts, or  i t  

go 

Y 

may require system upgrades eventual ly .  Both processes 

through a fa i r l y  rigorous process o f  studies and a f a i r  

structured format, i n  most cases. 

What t h i s  gets t o  i s  t ha t  FERC does have some f a i r 1  I 

structured or  a t  leas t  some d i rec t ion  on the current po l i c ies  

on cos t  respons ib i l i t y  and pr ic ing.  And the three areas I want 

t o  t a l k  on b r i e f l y  are: OR pr ic ing,  the c red i ts  again f o r  

system upgrades, and the in te res t  f o r  an up- f ron t  cost f o r  

these system upgrades. 

OR p r i c ing  was mentioned t h i s  morning a few times, 

and as the s l i de  shows, i t ' s  a fa i r l y  lengthy d e f i n i t i o n  o f  

what OR p r i c ing  i s .  And rather than read through t h i s ,  1'11 - -  
I th ink  i t  might be benef ic ia l  t o  t a l k  about an example. But 

OR p r i c ing  r e a l l y  goes t o  the transmission service par t  o f  

interconnection and not so much the interconnection part ,  and 

you'11 see why tha t  i s  i n  a minute. But I t h ink  A r t  and some 
others defined t h i s  pret ty  well t h i s  morning, and I won't go 

through tha t  again unless there 's  a question on OR pr ic ing.  

th ink the example will show exact ly how i t  fa l l s  out o f  the 

I 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

87 

mat hemati cs . 
So on the example on Sl ide 9, I ' v e  assumed tha t  

there's been a new request f o r  500 megawatts o f  transmission 

service. And through the computer modeling and studies and the 

f a c i l i t y  studies, they've determined i t  w i l l  take $35 m i l l i o n  

o f  upgrades t o  accommodate t h i s  service. The question i s ,  how 

w i l l  i t  be paid for under the OR pr ic ing? And t h i s  i s  f o r  

transmission service, not interconnection. 

Well ,  i n  the f i r s t  part ,  l e t ' s  make sure we 

understand where we got our ex is t ing  wholesale t a r i f f .  

s imp l i f ied  t h i s  great ly  from where - -  many o f  you may know, 

i t ' s  more complicated than t h i s ,  but I ' v e  t r i e d  t o  get i t  

s impl i f ied.  Basical ly the ex is t ing  wholesale tariff i s  j u s t  

the transmission revenue requirement, annual revenue 

requirement, divided by the peak transmission usage. And i n  my 

exampl e, I ' ve assumed $100 m i  11 i on  per year transmi ssion 

revenue requirement divided by a system transmission uses o f  

around 8,000 megawatts. 

I have 

And i f  you do the math out, you can get down t o  a 

It ' s e i ther  around rate,  and you can p ick your ra te  there. 

12,000 megawatts - - or $12,000 per megawatt year or a thousand 

do l la rs  per megawatt month or i f  you get them t o  get down t o  

$1.04 per kW month. And t h a t ' s  how t h a t  service i s  sold, and 

tha t  ' s what ' s  pub1 ished and approved by FERC as i t  appears i n  

the - -  i n  t h e i r  t a r i f f ,  t h e i r  pro forma t a r i f f .  
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So a good r u l e  o f  thumb i s ,  most transmission runs 

about a thousand dol lars  per megawatt month, and t h a t ' s  how we 

kind o f  th ink  about it. I n  t h i s  OR pr ic ing,  we have t o  decide 

i f  t h i s  $30 m i l l i o n  i s  going t o  have an impact or  not t o  the 

r a t e  i f  i t  got r o l l e d  i n  or i f  i t  should be a separate r a t e  f o r  

the customer. So i n  the - -  and we're moving t o  the r i g h t  then 

f o r  the r o l l e d  i n  rate.  We have t o  take the ex is t ing  revenue 

requi rement and add the new pro ject  revenue requi rement , whi ch 

i s  a calculated value, which i s  a pro ject  cost times some 

2djustment factor .  And tha t  adjustment factor  varies from 
u t i l i t y  t o  u t i l i t y  f o r  t h e i r  re turn on equity, depreciation, 

taxes and other costs. 

I ' v e  assumed here about -17, and then t h a t ' s  again 

divide by the ex is t ing  8,000 megawatts plus the new 

5,000-megawatt usage o f  the system. And i n  t h i s  case, we see 

that  the ra te  actual ly  w i l l  go down. 

invest the $30 m i l l i o n  t o  handle t h i s  new service, then under 

ideal ratemaking, he would go ahead and invest  tha t  

$30 m i l l i on ,  adjust h i s  rates, and a l l  customers would then see 

a reduced rate,  a l l  customers. 

I f  the u t i l i t y  would 

But the question comes in,  wel l ,  gee, what i f  the 

upgrades were worth $50 m i l l i on?  We'l l  do the same 

mathematics. Below we can see i n  tha t  case a $50 m i l l i o n  cost 

for  the same amount o f  addit ional usage would ac tua l l y  d r ive  

the ra te  up by a l i t t l e  b i t .  And under t h i s  case, f o r  t h i s  
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service the u t i l i t y  would have the a b i l i t y  and the r i g h t  t o  

charge the higher cost d i r e c t l y  on t o  the transmission user who 

asked f o r  the service, and tha t  would be calculated, as A r t  

suggested, over the term o f  the contract. 

I t ' s  in terest ing t o  note using the numbers from t h i s  

morning's presentation by the u t i l i t i e s ,  I made a quick 

calculat ion,  i t  looks l i k e  most o f  the upgrade costs on average 

f o r  each o f  the projects they l i s t e d  f o r  14 projects f o r  

72.2 m i l l i o n ,  the average pr ice  f o r  the upgrades were running 

about 5 m i l l i o n  per project  based on the megawatts. 

COMMISSIONER PALECKI : Now, under the second example 

where the upgrades cost 50 m i l l i o n ,  the generator would then 

receive the $50 m i  11 ion  i n  credi ts? 

MR. MECHLER: No, s i r .  This i s  somewhat confusing. 

This i s  f o r  a transmission service request. This  i s  the OR 

p r i c i n g  scenario. The $50 m i l l i o n  here, the u t i l i t y  would 

invest t ha t  i f  the transmission customer agreed t o  pay over the 

term o f  the l i f e  o f  t h e i r  contract f o r  the service, then the 

u t i l i t y  would be obliged t o  b u i l d  the $50 m i l l i o n  and invest 

the $50 m i l l i o n .  And then the customer over the term o f  t h e i r  

contracL w i l l  pay for the service which recovers those do l la rs  

fo r  t ha t  u t i l i t y .  A t  the end o f  the contract, essent ia l l y  tha t  

f a c i l i t y  i s  paid fo r  and i s  used and useful for the res t  o f  the 

system. But there's been no impact t o  any other ratepayer. 

COMMISSIONER PALECKI: Where do we draw the l i n e  
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between the transmission service par t  and the interconnection 

upgrade part? That's what I don' t  understand. 

MR. MECHLER: Okay. I w i l l  t r y  t o  - -  t h i s  i s  also 

the b i g  question tha t  has come out o f  the ANOPR. 

generator interconnection process, there may be system upgrades 

tha t  are required. And i f  there are, then i n  t h a t  case the 

I n  the 

pay f o r  those and he gets credi ts .  

so ask f o r  transmi ssi on service separate1 y, 

process, and they may also suggest system 

OR 

Y 

But the same generator w i  11 

time, he may a 

separate queue 

upgrades. And i n  those cases, i t ' s  handled under the 

p r i c ing  process, s imi lar  processes but handled s l i g h t  

d i f f e ren t .  

COMMISSIONER DEASON: I n  your $50 m i l l i o n  

hypothetical, what r a t e  does the generator pay? 

MR. MECHLER: 1 d i d n ' t  calculate i t  because I d i d n ' t  

assume a term here, but you would take the $50 m i l l i o n  

investment by the u t i l i t y .  They would have t o  look a t  t h e i r  

ra te  of re turn and the other factors tha t  go i n t o  t h e i r  

operational costs, do, l i k e  A r t  suggested t h i s  morning, a net 

present value over the term and generate a r a t e  t h a t  would be 

charged t o  tha t  customer alone, a special rate.  

I d i d n ' t  do the math here, but I would imagine i t ' s  

probably something higher than - -  it would be higher than the 

$1.04 per kW month, but I d i d  not calculate tha t .  

include the term i n  these calculat ions. 

I d i d n ' t  
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COMMISSIONER OEASON: But i t  would ce r ta in l y  be 
dependent upon the term. 

MR. MECHLER: Yes, yes. 

COMMISSIONER DEASON : S i m i  1 ar t o  amortizing a 

mortgage. 

MR. MECHLER: Pardon? 

COMMISSIONER DEASON: S i m i l a r  t o  amortizing a 

mortgage. 

MR. MECHLER: Yes, r i g h t .  And the transmission 

customer, you know, has agreed t o  t h i s  through h i s  contract he 

signed, the transmission service agreement contract. He says, 

I ' m  taking service, firm service for 10, 15 years, o r  whatever 

i t  might be, 5 years, and t h a t  i s  recovered there. 

COMMISSIONER DEASON: But i t  would have t o  be 

something i n  excess o f  the $1.06 per k i lowat t  per month; 

correct? 

MR. MECHLER: I'm sorry? 

CHAIRMAN JABER: He d i d n ' t  hear you. 

COMMISSIONER DEASON: I ' m  sorry. It would have t o  be 

something i n  excess o f  the $1.06 per k i lowat t  per month; 

correct? 
MR. MECHLER: I th ink  so, yes. 

COMMISSIONER PALECKI : Is there anything tha t  

provides an incentive f o r  a generator t o  s i t e  plants t o  

minimize the cost o f  transmission upgrades and/or 
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interconnections? And i f  you could, r e f e r  t o  your $50 m i l l i o n  

exampl e . 
MR. MECHLER: Yes. I ' m  going t o  cover tha t  i n  more 

de ta i l  l a t e r ,  maybe, but l e t  me answer i t  now. Let me see i f  I 

can go forward here real  quick on my sl ides.  There a re  

incentives, we th ink,  f o r  generators t o  s i t e  e f f i c i e n t l y  and 

reduce t h e i r  cost. And these factors r e a l l y  are a combination 

o f  the interconnection costs, upgrade costs, water 

avai 1 abi 1 i ty, fuel del i verabi 1 i ty, and cer ta i  n l  y envi ronmental 

concerns, land use, permitt ing. The developer has t o  put a l l  

these together t o  f i n d  a best location. 

Certainly i f  - -  i n  answer t o  your question, i f  I ' m  

facing a scenario where the upgrade costs a re  50 m i l l i o n  and we 

have t o  go out and get tha t  money up f ron t  because we have t o  

pay those up f ron t ,  I have t o  go t o  the banker and say, we l l ,  

rather than the 300 m i l l i o n  I need for the p lant ,  I also need 

another 50 m i l l i on .  So I have t o  borrow 350 rather than 300 

m i  1 1 ion. There s ce r ta in l y  some economics there i n borrowing 

tha t  money. Even i f  we get in te res t  back, which we're supposed 

t o  now under FERC rules,  the in te res t  we're get t ing back over 

the period o f  time the money i s  out the door w i l l  probably be 

less than the in te res t  we're ge t t ing  - - we're having t o  pay f o r  

tha t  money a t  the bank. 

Could there be bet ter  incentives? We th ink  probably 

so, as was mentioned t h i s  morning through some o f  the 
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presentations, but there are ce r ta in l y  incentives today t o  s i t e  

correct1 y . 
There was some suggestion t h i s  morning about 

least-cost  planning. 

t r y i n g  t o  do a least -cost  plan f o r  Flor ida,  t h a t  they would 

s i t e  a plant outside t h e i r  own service t e r r i t o r y .  Whereas, an 

I P P  has no boundaries and w i l l  s i t e  anywhere where a l l  the 

factors make sense. And those factors make sense because we 

can b u i l d  i t  f o r  less i n  t o t a l  cost; therefore, our product i s  

cheaper. Now, i f  we can s e l l  a cheaper product, i t  benefi ts 

a l  1 consumers. 

I would doubt t h a t  i f  a u t i l i t y  was 

COMMISSIONER PALECKI: Let me make sure I understand. 

For the interconnection part ,  the generator has t o  come up w i th  

the dol lars  up f ron t .  

MR. MECHLER: That's r i g h t .  

COMMISSIONER PALECKI: And the fac t  t h a t  they need t o  

come up w i th  those do l la rs  and invest them do provide an 

incentive t o  minimize the cost o f  interconnection i n  s i t i n g  the 

p l  ant. 

MR. MECHLER: Certainly, cer ta in ly .  

COMMISSIONER PALECKI : With regard t o  the 

transmission service par t ,  i f  we have a large upgrade required, 

then we have a large enough increase tha t  the transmission 

service provider may charge a higher incremental ra te  which 

d then need t o  be paid by the generator i n  order t o  wou 
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transport the power t o  the customer. 

MR. MECHLER: That's r i g h t ,  and tha t  cost would be 

Dassed on t o  those ult imate consumers. So our product - - 
COMMISSIONER PALECKI: And i f  tha t  product was too  

high, i t  would make i t  so your p lan t  was not p ro f i tab le .  

MR. MECHLER: Not p ro f i tab le .  And so tha t  would be a 

disincentive t o  take on too many costs. 

COMMISSIONER PALECKI : So f o r  both the transmission 

service par t  as well  as the interconnection par t ,  there are 

i ncenti ves. 

MR. MECHLER: We th ink  there are. And the more 

sophisticated developers know these up f ron t  or  a t  leas t  t r y  t o  

know these up f r o n t  as best they can. We recognize there may 

be some developers who a ren ' t  qu i te  as sophist icated who may 

lake some mistakes, and t h a t ' s  i n  any business. People make 

m i  stakes i n  t h e i r  business model s. 

COMMISSIONER PALECKI : On the transmission service 

p a r t ,  can tha t  increase i n  the higher incremental ra te  t h a t  can 

be charged by the transmission provider, can i t  be s ign i f i can t  

enough t o  a f fec t  the cost o f  the end product? Could i t  be a 

s i  gni f i  cant h i t ?  

MR. MECHLER: We th ink  i t  could, yes. 

COMMISSIONER PALECKI : Thank you. 

COMMISSIONER BRADLEY: Go ahead. Sorry. 

CHAIRMAN JABER: Were you done, Commi ssi oner Pa l  ecki? 
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COMMISSIONER PALECKI : Yes. 

CHAIRMAN JABER: Commissioner Bradley. 

COMMISSIONER BRADLEY: As i t  relates t o  the system 

qgrades and the generator funding or capi ta l  i z i n g  those system 

Jpgrades, what type o f  incentives are there tha t  are out there 

to serve as an impetus for the generator t o  cap i ta l i ze  the 

qgrades? You know, what - - suppose a generator says, we1 1 , I 

h n ' t  want t o  get involved i n  t h i s  as a business transaction 

and cap i ta l i ze  your upgrades. Are the IPPs i n  a pos i t ion  then 

t o ,  i f  t h a t ' s  the case, t o  come i n  and t o  put t h e i r  own capi ta l  

JP f ron t  t o  invest i n  the capi ta l  improvements or the 

in f rast ructure t h a t ' s  necessary i n  order t o  do the system 

upgrades? 

MR. MECHLER: The generators now f o r  generation 

interconnection process and f o r  any upgrades required f o r  the 

interconnection, the generator puts the money up and pays the 

u t i l i t y  t o  get the work done. 

COMMISSIONER BRADLEY: Okay. But t h a t ' s  my question. 

MR. MECHLER: Oh, sorry. 

COMMISSIONER BRADLEY: What i s there t h a t ' s  involved 

i n  t h i s  process tha t  guarantees tha t  the generator w i l l  be 

w i l l i n g  t o  - -  

MR. MECHLER: I f  he doesn't  want t o  pay, then he 

doesn't want - -  

COMMISSIONER BRADLEY: - - do that? 
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MR. MECHLER: - - interconnected. I mean, i t ' s  p r e t t y  

z lea r .  

Jpgrades, I probably - -  I won't - -  I f a i l  the process and the 

interconnection stops. 

I f  I'm not w i l l i n g  t o  pay the $5 m i l l i o n  f o r  the 

COMMISSIONER BRADLEY: Okay. But I 'm get t ing  

Eonfused now because - -  

MR. MECHLER: Okay. I ' m  sorry. 

COMMISSIONER BRADLEY: My understanding i s tha t  the 

IOU - - we1 1, l e t ' s  use the I O U  as an example, as the generator, 

and maybe I ' m  wrong, and maybe you need t o  correct  me. But the 

day tha t  I understand t h i s  i s  t ha t  the generator agrees w i th  

the transmission company's concern t o  do the upgrades, and they 

i n  t u r n  w i l l  s e l l  the upgrades t o  the transmission company or 

turn them over t o  them, and the transmission company through 

the business process w i l l  i n  tu rn  pay the generator back fo r  

having invested i n  the upgrades and then tu rn ing  them over t o  

them. Is tha t  - -  am I wrong? 

MR. MECHLER: That's fa i r l y  correct. That 's what 

happens. We pay up f ron t .  They're owned by the u t i l i t y .  The 

u t i 1  i t y  gives us back c red i ts  which can be consumed i n  

sometimes even months i f  we take service, transmission service, 

and they are then par t  o f  the transmission system f o r  the 

u t i l i t y ,  and they own and operate those f a c i l i t i e s  f o r  the good 

o f  a l l .  

MR. REGNERY: Actual ly,  the easiest way t o  th ink  
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about i t  - -  Joe Regnery, by the way, from Calpine Corporation. 

The easiest way t o  th ink  about i t  i s  the context o f  the - -  what 

you're asking the generator t o  do i s  make a loan t o  the 

transmission provider. The transmission provider - - 
COMMISSIONER BRADLEY: Okay. Help me out wi th  t h i s  

i n  p l a i n  o ld  simple terms. 

prospecti ve generator might be. 

I d e n t i f y  who may be - -  a 

MR. REGNERY: A generator would be, for instance, 

Calpine Corporation, or Reliant, or  i t  could be an I O U  

generator a l so .  

p l  ant i tse l  f . 
It can be anyone tha t  i s  bu i ld ing  the power 

COMMISSIONER BRADLEY: Right . 
MR. REGNERY: They're bu i ld ing  the e lec t r i ca l  

generation f a c i l i t y .  

COMMISSIONER BRADLEY: Okay. 

MR. REGNERY: They then - -  i f  you t r e a t  i t  l i k e  a 

loan, j u s t  from tha t  perspective, what you're asking the 

generator t o  do i s  say, okay, I ' m  going t o  locate my generator 

a t  t h i s  s i t e ,  and i t ' s  going t o  cost - -  there i s  going t o  be 

impacts on the overal l  g r i d  o f  " X . "  

COMMISSIONER BRADLEY: Okay. 

MR. REGNERY: I w i l l  loan you, Transmission Provider, 

" X "  amount o f  money t o  make those " X "  upgrades, the amount t o  

cover the " X "  upgrades. You w i l l  then pay tha t  back t o  me w i th  

in te res t  a t  a time i n  the fu ture when I u t i l i z e  tha t  system. 
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COMMISSIONER BRADLEY: Okay. Stop r i g h t  there. 

MR. REGNERY: And t h a t ' s  essent ia l ly  what we're - -  

COMMISSIONER BRADLEY: Okay. What i s  the incent ive 

t o  ensure tha t  the I P P  or the IOUs would be w i l l i n g  t o  make 

tha t  loan? 

MR. REGNERY: The fundamental incent ive i s ,  i f  you 

don' t  do it, you won't get interconnected. You won't be able 

t o  b u i l d  your power p lant .  That 's the incentive. You're j u s t  

not par t i c ipa t ing  i n  the business i f  you're not w i l l i n g  t o  do 

it. 

MR. MECHLER: That 's how i t  works. I mean, t h a t ' s  

the deal between us and the IOUs, i s  t ha t  i f  we want t o  

interconnect, then we have t o  pay up f ron t  f o r  a l l  the 

f a c i l i t i e s  tha t  need t o  be b u i l t  f o r  us t o  t i e  i n t o  t h e i r  

system and operate. And t h a t ' s  the rules o f  the game today. 

And t h a t ' s  - -  although - -  and my next s l i d e  shows, you know, as 

mentioned t h i s  morning, FERC has great ly  expanded how they 

characterize these upgrades. That 's the ru les o f  the game 

today. 

FERC has been very - - i n  the 1 ast , say, year or so, 

they have changed these de f in i t ions  qu i te  a b i t  on system 

upgrades, what they are. And they have allowed f o r  these 

in terests  t o  be paid for those upgrades, as Joe has mentioned, 

k ind o f  l i k e  a bank loan. 

Just t o  help w i th  tha t  d e f i n i t i o n  o f  what i s  i n  what 
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bucket, there 's  r e a l l y  two buckets. There's the d i rec t  

assignment bucket, and there's the system upgrade bucket. And 

t h i s  i s  for the generator interconnection process. The 

generator pays f o r  those f a c i l i t i e s  t h a t  are deemed t o  be 

d i rec t  assignment. A l o t  o f  times, as mentioned t h i s  morning I 

th ink by Mr. Schoneck, a l o t  o f  times tha t  re fers  t o  maybe the 

extension cord t y i n g  the generator back i n t o  the gr id .  And 

t h a t ' s  k ind o f  a broad d e f i n i t i o n  o f  what tha t  r e a l l y  means, 

and I don' t  want t o  get t o o  detai led there. 

And the system upgrades p r e t t y  much or everything 

else we can th ink  o f  a t  t h i s  po int  i s  cur ren t ly  defined, 

although there 's  probably some dispute as t o  some speci f ic  

item, but i n  general i t ' s  the construction, or  upgraded 

substation, transmission l ines,  and a l l  the breakers and re lay  

systems tha t  go along w i th  that .  That 's a l l  considered par t  o f  

t h i s  system, and any k ind o f  betterment o f  t ha t  system or 

improvement o f  any kind, construction, rebui 1 d i  ng i s 

considered t o  be a benef i t  t o  a l l  who use the system. And 

t h a t ' s  how FERC has ru led p r e t t y  consistent ly over the l a s t  

year. 

So9 f ina l ly ,  then kind o f  i n  summary o f  t h i s  section, 

on the interconnection service, the customer pays the up- f ront  

costs and receives c red i t  w i th  i n te res t  f o r  those system 

upgrades, not the d i  rec t  assignment but j u s t  system upgrades , 

and then tha t  c r e d i t  i s  f o r  transmission service when taken. 
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Certainly there 's  some transmission service involved, and the 

customer w i l l  pay the higher o f  e i t he r  the r o l l e d  i n  r a t e  o r  

some kind o f  incremental ra te  over the term o f  the service. So 

tha t  I s k ind o f  my summary s l  ide. 

COMMISSIONER PALECKI: I f  i n  the state o f  Flor ida 

enough generators s i ted  here so t h a t  we f a r  exceeded the needs 

o f  the s tate o f  Florida and those generators wanted t o  s e l l  

t h e i r  product out o f  state and s ign i f i can t  transmission 

upgrades as we1 1 as i nterconnecti on costs were i ncurred , the 

en t i  re output o f  t h i s  generator o r  generators i s  contracted 

outside o f  the state o f  Florida, does the Flor ida ratepayer 

bear the burden o f  paying for t h a t  transmission and 

interconnection f o r  power tha t  does not benef i t  the state o f  

Flor ida i n  any way? 

MR. MECHLER: I would say no. The transmission 

customer i s  paying fo r  tha t  transmission service, and the 

transmission provider i s  ge t t ing  recovery o f  t ha t  f a c i l i t y  t ha t  

he b u i l t  t o  de l iver  tha t  service wherever i t  may go. And, i f  

anything, the ra te  may drop because o f  t ha t  addit ional usage o f  

the system. As shown i n  my example, the ra te  can go down w i th  

higher usage. And we'd be 1 i k e  any other - - we'd be 1 i k e  

any - -  i f  the I O U  was s e l l i n g  power, say, t o  Georgia. I f  

they're s e l l i n g  one o f  t h e i r  generators out o f  state, you know, 

i t ' s  over the same l ines.  

COMMISSIONER PALECKI: I guess I understand tha t  t ha t  
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holds t rue  wi th  regard t o  the transmission service par t ,  but 

what about wi th  regard t o  the interconnection par t?  Wouldn't 

the Flor ida ratepayers end up paying those credi ts? 

MR. MECHLER: I don' t  believe so, no. 

COMMISSIONER PALECKI : And why not? 

MR. MECHLER: The same reason. As those c red i ts  

get - -  or and tha t  f a c i l i t i e s  get r o l l e d  i n  u l t imate ly ,  and the 

usage i s  - - the system i s  taken, the ra te  w i l l  tend t o  come 

down or stay the same, and the u t i l i t y  i s  recovering tha t  

f a c i l i t y  through the customer. So there i s  no impact t o  the 

r e t a i l  server - -  r e t a i l  customer. 

COMMISSIONER BRADLEY: That sor t  o f  t i e s  i n t o  - -  i t  
segues i n t o  what my question bas ica l l y  was about. 

seem t o  be a more prudent idea t o  me i f  those who are 

interested i n  entering i n  the market would make the up- f ront  

investment and take sol e responsi b i  1 i t y  fo r  the success o f  the 

project .  

It would 

I t ' s  s t i l l  k ind o f  unclear t o  me as t o  why t h a t  would 

opposed t o  maybe having the 

capi ta l  improvements or the 

not be a best case scenario as 

Flor ida ratepayers pay f o r  the 

in f rast ructure upgrades. 

MR. MECHLER: I don" see where the r e t a i l  consumers 

a t  any point  get involved f o r  paying for any o f  t h i s .  The new 

users pay f o r  t h e i r  use. Ratepayers today pay f o r  t h e i r  use o f  

the system. It i s  a network system. There i s  benef i t  f o r  a l l  

par t ies t o  be on the system. Even i f  tha t  power i s  being sold 
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2ut o f  state, there i s  a benef i t  f o r  having t h a t  

state because i t  helps develop a more robust, re 
generation i n  

i ab1 e system. 

COMMISSIONER BRADLEY: What advantage then i s  i t  t o  

the s tate o f  Florida, other than the economic development, t o  

lave generation being sold outside o f  the s tate and being 

lroduced and generated i n  the state o f  Florida? 

MR. REGNERY: Actual ly, I was going t o  say, t h i s  i s  a 

fundamental misconception, and there i s  physics tha t  go t o  the 

l im i ta t ions  o f  being able t o  s e l l  power off-system. You as an 

TPP, i f  you wanted t o  s e l l  power i n  Alabama, would not be smart 

to b u i l d  a power p lant  i n  Flor ida w i th  the in tent ions o f  

se l l ing  i t  i n  Alabama. 

i n  Alabama. You always want t o  locate your generation as close 

to the load center t ha t  you're going t o  serve as possible. 

I f  you were smart, you would b u i l d  i t  

The only time you have off-system sales tha t  ac tua l l y  

flow i n  tha t  context i s  when i t  i s  - - when there 's  no demand i n  

the loca l  area. Okay. So there 's  - -  and t h i s  applies t o  

-1orida Power & Light.  It applies t o  TECO. 

3al p i  ne. 

zorp. I f  there i s  load i n  the area tha t  i s  going t o  be 

3ccepting generation, the generation i n  the loca l  area w i l l  be 

providing it. I t ' s  when the load drops o f f  and there 's  no load 

i n  the area and you have excess generation t h a t  you have 

o f f  - system sal es. 

It applies t o  

It appl i es  t o  Re7 iant . It appl i es  t o  F1 or ida Power 

And so when you th ink  i n  tha t  context, you have - -  
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dhat benef i t  does i t  go t o  Flor ida,  it creates the competitive 

Mholesale market f o r  when the demand ex is ts  t o  keep pr ices 

jown. And Bob's going t o  go i n t o  the next series o f  s l ides 

that w i l l  show you how t h a t  ac tua l l y  effectuates a lower p r i ce  

i n  the s tate o f  Florida. 

MR. MECHLER: Before I do tha t ,  l e t  me po in t  out one 

quick example. 

Jut back t o  tha t  example where I had a 500-megawatt net new use 

in the system. I f  you th ink  about what k ind o f  revenues t h a t  

generate f o r  the transmission owner a t  a thousand do l la rs  per 

negawatt month, i t  generates ha1 f a m i l  1 i o n  dol 1 a r s  every month 

3r about $6 m i l l i o n  a year o f  revenue. I f  the upgrade was a 

$5 m i l l i o n  upgrade, essent ia l l y  a f t e r  10 months, the c red i ts  

are consumed, and from then on, the transmission owner i s  

receiving those cash revenues every month. Just k ind o f  a neat 

l i t t l e  mathematical - -  I th ink  t h i s  was mentioned t h i s  morning, 

and I j u s t  want t o  h i t  i t  b r i e f l y .  

I probably should have added some math here, 

COMMISSIONER DEASON : Excuse me. Before you 

change - -  
MR. MECHLER: Yeah, I'm sorry. 

COMMISSIONER DEASON: - - subject matter here, you do 

agree tha t  when the interconnection i s  made and the c red i ts  are 

repaid, t h a t  those costs become par t  o f  the transmission 

owner's r a t e  base; correct? 

MR. MECHLER: I believe t h a t ' s  how i t ' s  accounted 
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fo r .  You know, I ' m  t o l d  t h a t ' s  correct. 

COMMISSIONER DEASON: Okay. And tha t  tha t  ra te  base 

i s  a1 1 ocated between wholesale and r e t a i  1 j u r i sd i c t i on ,  and 

we've - - f o r  example, 95 percent f o r  TECO. So 95 percent o f  

those dol lars  w i l l  become par t  o f  the r e t a i l  r a te  base. The 

rates tha t  you pay as a generator t o  the transmission company, 

do they somehow get al located t o  the r e t a i l  j u r i s d i c t i o n  t o  

help cover the 95 percent o f  those costs which are now pa r t  o f  

the r e t a i l  r a te  base, or they stay w i th  the wholesale 

j u r i  sdi c t  i on? 
MR. REGNERY: I would say from an accounting side we 

are making payments o f  our transmission ra te  t o  take the power 

t o  the load-serving e n t i t y ,  or  f o r  example, as Seminole and 

FMPA represented, they would actual l y  be paying the cost, and 

i t  would be coming from us i n  t h e i r  transmission customer 

costs. So tha t  r a t e  then - -  t ha t  amount o f  money goes i n  t o  

effectuate a lower r a t e  from a cost bui ldup perspective w i th  

regard t o  what goes t o  the r e t a i l  customer. 

COMMISSIONER DEASON: So i s  the - -  

MR. REGNERY: There i s  more revenue coming i n  as a 

resu l t  o f  tha t  generation going out. 

COMMISSIONER DEASON: The r e t a i  1 -consuming e n t i t y  

pays fo r  the transmission; correct? 

MR. REGNERY: That s correct. 

COMMISSIONER DEASON: And so when the e n t i t y  
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evaluates whether they ' re  going t o  buy from as an independent 

generator, they need t o  calculate i n  what the r e t a i l  - - what 

the transmission costs are going t o  be as t o  whether t h a t ' s  an 
economic transaction or not? 

MR. REGNERY: Yes, s i r .  And tha t  goes i n t o  t h e i r  RFP 

evaluation o f  whether o r  not I'm competitive versus whether o r  

not they should self-generate, whether or not they should buy 

from someone e l  se. 

COMMISSIONER DEASON: Now, t o  the extent tha t  these 

costs are borne, the interconnection costs are borne, and even 

though you may be a sophisticated generator and you bel ieve 

that you're going t o  be able t o  s e l l  your generation and make 

l o t s  o f  money, t h a t ' s  not always the case. And i f  you do not 

generate enough t o  s e l l ,  you may go out o f  business, o r  

otherwise you may j u s t  be marginally p ro f i tab le ,  and you may 

not r e a l l y  through put very much energy, but the costs are 

s t i l l  i n  the r e t a i l  ju r i sd ic t ion ;  correct? 

MR. REGNERY: No, t h a t ' s  ac tua l l y  not the case, 

because i f  you remember how the o f f s e t  works, u n t i l  such time 
as I actual ly  make a generation sale and transmission occurs, 

i t  does not go i n t o  the transmission provider 's r a t e  base. He 

doesn ' t give me credi ts  u n t i  1 tha t  transmi ssion service occurs. 

COMMISSIONER DEASON: A1 1 r i g h t .  

MR. REGNERY: So i f  I b u i l d  a r e a l l y  uneconomical 

power p lant  l i k e  was suggested t h i s  morning wi th  a very long 
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network interconnection o f  a b i l l i o n  dol lars,  I ' v e  got t ha t  

b i l l i o n  do l lars  i n  my up- f ront  cost, I 've got t o  s e l l  t h a t  

power p lant  from a power purchase agreement standpoint, my 

pr ice i s  going t o  r e f l e c t  those costs i n  it. 

no one buys from me, I ' m  s i t t i n g  there w i th  a b i l l i o n  do l l a r  

expenditure, and there's no way - - 

I f  I don ' t  - -  and 

COMMISSIONER DEASON : No, I agree t o t a l  1 y. What 

happens i f  you generate enough e l e c t r i c i t y  t ha t  over 

three years you recoup a l l  your credi ts ,  and then fo r  some - -  
you know, then you' r e  no 1 onger - - for some reason, you' r e  no 

longer competitive, somebody else comes i n t o  the market and i s  

more competitive, i s n ' t  the fac t  t ha t  those c red i ts  have been 

repaid t o  you, tha t  investment i s  s i t t i n g  i n  r e t a i l  rate base, 

and i f  you don ' t  generate, you're not paying the revenue 

requirement on those costs? 

MR. REGNERY: That 's correct. And the new generator 

who comes on, the t o t a l  transmission capacity on the system 

w i l l  have gone up by the amount tha t  I have contr ibuted and 

paid t o  it. 

COMMISSIONER DEASON: No, I ' m  t a l k ing  about - -  I ' m  

t a l  k ing about interconnect , your i nterconnect cost  o f  your 

un i t .  

MR. REGNERY: Correct. And fo r  the context o f  system 

upgrades tha t  are on the system, remember, when you make a 

system upgrade, it improves the capacity on the e n t i r e  g r id .  
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That's the nature o f  why i t ' s  a system upgrade, because i t  

effectuates something on the g r i d  and by having tha t  increases 

increasement on the g r i d  tha t  would be avai lable t o  the next 

person tha t  generates. So t o  the extent I'm not  generating, 

they ' re  f i l l i n g  my shoes, and i t  funct ional ly  rotates through 

that .  

CHAIRMAN JABER: Commissioner Deason. I ' m  trying t o  

understand your question. 

referred to ,  and perhaps t h i s  i s  a question f o r  the I P P  

representatives. a ren ' t  those paid theo re t i ca l l y  by the c red i t ,  

by the amount the generator gives, and then the c r e d i t  - - 

I f  the interconnection costs you've 

MR. REGNERY: Yes, i t ' s  a refundable loan, but i t  

doesn't get refunded u n t i l  such time as there i s  transmission 

service taken. So i f  I never generate and I never produce 

power tha t  somebody i n  the system consumes, no transmission i s  

ever taken from my power p lant .  With tha t  being the case, you 

would not pay me a refund under my transmission credi ts ,  so the 

u t i l i t i e s  - -  u t i l i t y  doesn't have t o  pay any money back t o  the 

generator. Since i t ' s  not paying any money back t o  the 

generator, i t ' s  not r o l l i n g  tha t  i n t o  i t s  r a t e  base u n t i l  such 

t ime  tha t  i t  ac tua l l y  does tha t .  

Once i t  ac tua l l y  does tha t ,  then i t  r o l l s  i n t o  the 

r a t e  base, and acting l i k e  a loan on the system, the system has 

been improved by the nature o f  those system upgrades, i t ' s  paid 

back the bank, the generator, f o r  the value t h a t  i t  l e n t  i t  t o  
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upgrade the system. And now there 's  t h a t  capacity t h a t  ex is ts  

on the system tha t  can be u t i l i z e d  by the load-serving e n t i t i e s  

who are going t o  be customers on the transmission system 

i t s e l f .  

CHAIRMAN JABER: Commissioner Deason, now say your 

question again . 
COMMISSIONER DEASON: We1 1 , I bel ieve I understand 

the po in t  t h a t ' s  being made. I guess I need t o  fo l low up, 

though, tha t  are you making the assumption t h a t  i f  a new 

generator comes in ,  d i  spl aces your generator, t h a t  t ha t  

generator then doesn' t have any interconnection costs? 

MR. REGNERY: No, but i t  w i l l  have s i g n i f i c a n t l y  

1 ess. 

COMMISSIONER DEASON: Because you have made system 

upgrades 

MR. REGNERY: That 's r i g h t .  There are system 

upgrades on the system t h a t  have now improved the system. 

CHAIRMAN JABER: But they may have t h e i r  own 

interconnection costs. That 's a whole d i f f e r e n t  issue. 

MR. REGNERY: There w i l l  be interconnection costs. 

They w i l l  be less because they w i l l  be r i d i n g  on the coa t ta i l s  

o f  the people tha t  came before them. 

CHAIRMAN JABER: The incremental d i f ference t o  

upgrade the system t o  meet t h e i r  needs. 

MR. REGNERY: Correct 
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COMMISSIONER DEASON: Now, i s  there any debate as t o  

whether what - -  what you referred t o  as system upgrades are i n  

fac t  system upgrades and not j u s t  costs d i r e c t l y  a t t r ibu tab le  

t o  your project? 

MR. MECHLER: I th ink  we're fa i r ly  pleased the 

d i rec t ion  FERC has taken. 

COMMISSIONER DEASON: Okay. Do the IOUs agree w i th  

tha t  posit ion? 

MR. MECHLER: Pardon? 

COMMISSIONER DEASON: Do the IOUs agree w i th  tha t  

posi ti on? 
MR. MECHLER: I th ink  based on many o f  t h e i r  f i l i n g s  

against us, I would say many o f  them don' t  agree w i t h  the 

way - -  d i rect ion FERC has taken, and based on the - -  

COMMISSIONER DEASON: A l l  r i g h t .  Thanks. 

MR. MECHLER: I th ink  t h a t ' s  where it stands. Moving 

forward then. How are queues managed today? Well, d i f f e r e n t l y  

among d i f f e ren t  providers, perhaps. D i f fe ren t  studies are 

required. Some are doing some c luster ing o f  projects, some 

aren ' t .  D i f ferent  c r i t e r i a  fo r  entering the queue. The issue 

here i s  tha t  every independent generator has t o  k ind o f  learn 

what the local  u t i l i t y  i s  doing and get i n t o  t h e i r  system, and 

backlogs are common, as was mentioned t h i s  morning. As the 

queues kind o f  f i l l  up, i t  takes longer and longer. And 

recent ly FERC has been very unhappy w i th  the backlog o f  these 
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and has t o l d  several u t i l i t i e s  t o  do what i t  needs t o  be done 

t o  get the queues down. They're being paid f o r  t o  do these 

studies by the generators, and there should be s u f f i c i e n t  funds 

there fo r  them t o  e i ther  h i r e  more s t a f f  or t o  h i r e  consultants 

t o  get the work done. 

Well, t h i s  s l i de  seems t o  be out o f  date already, but 

w e ' l l  t r y  t o  cover i t  quickly. As A r t  said t h i s  morning, 

Phase I was l a s t  f a l l  w i th  the ANOPR. Quite a - -  weeks and 

weeks o f  meetings between owners and generators. Three key 

th ing  came out o f  those meetings tha t  were i n  the f i l i n g ,  and 

116-pl us groups commented on those f i  7 ings, and we' 11 go 

through those momentarily. 

And I guess now we know where Phase I1 i s  headed w i th  

the announcement today o f  the NOPR, but  i n  the three key areas, 

a product o f  an interconnection, t h i s  i s  kind o f  where the 

ANOPR l e f t  it, was there may be a t  leas t  two d i f f e r e n t  products 

f o r  interconnection. One ca l led a network resource, and may be 

an energy-only resource. Most o f  the IPPs feel  t h i s  approach 

provides comparable treatment f o r  our generation w i th  nat ive 

load - -  o r  nat ive integrated u t i l i t y  generation. And tha t  

would be a benef i t  t o  a l l  part ies.  And ce r ta in l y  studying new 
generation t h i s  way provides much more information as t o  the 

f u l l  cost o f  interconnection and in tegrat ion i n t o  the loca l  

system, and tha t  would give us a much enhanced pr ice  signal on 

s i  ti ng. 
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As f a r  as the procedures went, there was a f a i r l y  

lengthy discussion on these i n  D.C. over those months, and a 

few o f  the - -  some o f  the things tha t  came out o f  tha t  was, 

there was f a i r l y  good agreement on what was required f o r  

studies t o  take care o f  a new generator, a discussion o f  

optional i t y  as t o  how the generator and the transmission owner 

can work together t o  f i n d  a best f i t ,  a best solut ion. 

Certainly there was some discussion on milestones tha t  the 

generator should maintain t o  maintain h i s  pos i t ion i n  the 

queue. 

We discussed a t  length i f  there i s  some sequencing 

issues during construction, how t h a t  should be handled between 

the generator and the transmission owners. And then there was 

cer ta in  f l e x i b i l i t y  f o r  c luster ing or  doing indiv idual  studies 

as well . And there was many other items, but those are some o f  

the key items tha t  came out o f  the procedures as current ly  

contemplated i n  some o f  the ANOPR f i  1 ings. 

Also, coming out o f  the ANOPR f i l i n g s  was a standard 

IOA, a standard contract, i f  you w i l l .  I t  cer ta in ly  

standardized de f in i t ions ,  general contract terms and 

conditions, and a general standardized format and structure.  

We feel  t h i s  i s  very important because those o f  us who go 

through these w i th  d i f f e ren t  u t i l i t i e s ,  every time we walk i n t o  

a u t i l i t y ,  we're having t o  renegotiate the same basic contract 

over the same basic i tems. And t h i s  would ce r ta in l y  speed up 
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that process and make i t  simpler f o r  a l l  par t ies t o  know what's 

a1 1 owed. 

Fina l l y ,  my l a s t  par t  o f  my presentation, I want t o  

nove forward and th ink  about what - -  i n  a broader context, you 

know, what - -  i s  t h i s  a good thing, a l l  t h i s  generation? And 

how does i t  compare t o  the whole issue o f  transmission costs? 

Certainly we th ink  tha t  more generation on the system provides 

a more re1 i able and robust system, and ce r ta in l y  more 

generation f a c i l i t a t e s  competitive markets. 

I pul led some numbers out o f  a presentation tha t  was 

presented t o  the Flor ida Public Service Commission back i n  

1999. The ITA group, which I bel ieve was Seminole - - a t  that 

t ime, Seminole, FMPA, and TECO, I believe, i f  I'm not - -  and 

these are some numbers tha t  they had shown. And I asked FERC's 

s t a f f  l a s t  week i f  these were s t i l l  reasonable numbers as f a r  

as a cost breakdown o f  a 6.8 cents power. And they said, sure, 

those are p re t t y  reasonable. And the th ing  you note r i g h t  o f f  

the bat i s ,  generation costs are substant ia l ly  higher i n  

t o t a l  - -  i n  percentage-wise than transmission costs by a factor  

o f  more than 10 t o  1. 

So I asked myself a question. What i f  transmission 

costs went up by some value, say, 5 percent because o f  some 

action by part ies? So t h a t  would - -  i f  transmission costs went 

by 5 percent, the overal l  cost r e a l l y  only goes up 2 2  percent. 

Not a very b i g  increase fo r ,  I think,  a fair ly healthy increase 
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i n  transmission costs. Wel l ,  then I asked the question: Can 

that be o f fse t?  And i f  so, i f  generation costs were lower, how 

nuch lower would generation have t o  go t o  compensate f o r  tha t  

increase? So I had t o  decrease generation costs by the same 

amount I increased transmission, and come t o  f i n d  out tha t  t ha t  

only requires a decrease o f  2 8  percent i n  generation costs. 

So I thought t h i s  was a good thing, t h a t  because o f  the 

re la t i ve  s i ze  o f  these two factors, transmission and 

generation, t ha t  there's a l o t  o f  room t o  p lay w i t h  here i f  

there's a more robust wholesale market f o r  generation. And 

think there i s .  

Based on the current f l e e t  i n  Flor ida,  i t ' s  an 

18 f l e e t ,  I note here from one o f  the reports from FRCC tha t  

over 25 percent o f  the i ns ta l l ed  capacity i n  F lor ida i s  shown 

t o  be 30 years o ld  or  older. That means you're ge t t ing  - - 
older plants are maybe reaching the end o f  t h e i r  l i f e  and may 

be not as e f f i c i e n t  as the newer plants. The new plants tha t  

are being b u i l t  by us and u t i l i t i e s  as well are cheaper t o  

bu i l d  and operate a t  bet ter  performance and lower emissions and 

are generally j u s t  an overal l  bet ter  deal. 

And then we th ink  Flor ida i s  a growing state, and 

given tha t  the FRCC i s  showing a 2 t o  3 percent growth rate, i t  

looks l i k e  there's a need f o r  generation t o  continue t o  come t o  

Florida. Even a t  a 2 percent growth ra te  on a 40,000-megawatt 

peak, t h a t ' s  about 800 megawatts every year t h a t  needs t o  be 
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added; t h a t ' s  the s ize o f  a modern power p lant .  So you're 

facing, we th ink,  some growth i n  the s tate and more generation 

i s  needed and we're here t o  help. 

CHAIRMAN JABER: Thank f o r  your presentation. 

Commissioners, do you have any questions o f  t h i s  

group before we l e t  them go? 

Okay. Next on my agenda I ' v e  got, Ms. Brubaker, I ' v e  

got t ha t  there might be other presentations. 

i f  you want t o  make a presentation, l e t  me know. A l l  r i g h t .  

We've heard a l o t  t h i s  morning and t h i s  afternoon. If  there 

are companies tha t  want t o  respond t o  each other, I'll ask tha t  

we go ahead and take tha t  up too. 

So a t  t h i s  t i m e  

MR. REGNERY: Ma'am, I was going t o  make one comment. 

CHAIRMAN JABER: Go ahead. 

MR. REGNERY: There was an excel lent s l i de  t h a t  was 

put out t h i s  morning by A r t  Nordlinger about p r ice  signals, and 

there 's  been a serious o f  discussions about p r ice  signals. 

And - -  
CHAIRMAN JABER: Can you t e l l  us which s l  ide you' r e  

r e f e r r i n g  t o ?  Do you have i t  i n  f ron t  o f  you? 

MR. REGNERY: 

CHAIRMAN JABER: Okay. Least - cost pl anni ng exampl e? 

MR. REGNERY: Right. And what t h a t ' s  r e f l e c t i n g  i s  

I t ' s  Sl ide 27 o f  A r t ' s  presentation. 

tha t ,  i f  you see the top l i n e  showing the generator cost, 

t h a t ' s  the cost o f  h i s  power plant. 
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COMMISSIONER BRADLEY: Which presentation i s  it? 

CHAIRMAN JABER: The FP&L, FPC, and TECO presentation 

th is  morning, Sl ide 27. 

MR. REGNERY: Yes, ma'am. The f i r s t  - -  I should say 

the f i r s t  l i n e  where i t  says, "Generator, a l l  the same size,"  

tha t ' s  bas ica l ly  r e f l e c t i n g  the nature o f  the power p lant  

i t s e l f .  Then i t  goes i n t o  generator interconnection service, 

d i rect  assignment versus system upgrades. What tha t  1 i ne i s 

re f lec t ing  are the costs, the cumulative costs, using what's 

c a l  l ed  today the extension cord interconnection process. 

Okay. So what i t ' s  t a l k ing  about i s  the rad ia l  l i n e  

that goes i n to ,  as was shown on a previous s l i d e  by A r t ,  going 

i n t o  the substation, t ha t  would be the d i r e c t  assignment, t h a t  

radial  l i n e ,  and then the system upgrades, the changes on the 

system, a t  e i ther  the substation or elsewhere on the system. 

But those combined things represent simply an on-ramp onto the 

system, meaning when the p lan t  gets interconnected, i t  doesn't 

have an a b i l i t y  t o  serve. 

across tha t  on-ramp, but i t  can ' t  get onto the highway. Okay. 

That's a l l  the service interconnection service gives you. 

I f  you want t o  get onto the highway, you have t o  

It has an a b i l i t y  t o  generate and go 

arrange f o r  transmission service, or someone has t o  come and 

get i t  from you a t  t h a t  po int  o f  interconnection. That 's l i k e  

a power contract t o  a network customer l i k e  Seminole or Flor ida 

Power & Light or somebody who's a transmission customer 
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You w i l l  not know tha t  l i n e  u n t i l  you make tha t  

transmission request. And so what tha t  t h i r d  l i n e  i s  showing 

i s  the costs tha t  are going t o  be i d e n t i f i e d  once you have the 

transmission request process. Okay. Well, the problem i s  t h a t  

being tha t  you're the generator up f r o n t  looking a t  s i t i n g  your 

power p l  ant, you only know 1 ines one and two. So you 

miscalculate a t  times. Now, o f  course, we t r y  our best not t o  

do that .  We look a t  a l l  o f  our p r i ce  signals tha t  we can and 

make project ions based upon where we plan t o  s e l l  the power, 

but there are inaccuracies i n  those project ions. So what was 

represented and discussed i n  the context o f  the Commission, the 

Federal Energy Regul atory Commission, workshops was how do we 

create a system tha t  captures a l l  three o f  those l i nes  ea r l y  on 

i n  the process so tha t  we get the best s i t i n g  tha t  we can, the 

best price signals? 

And we as generators, we proposed tha t  by creat ing a 

new type o f  i nterconnecti on service c a l l  ed network service, you 

capture the t h i r d  l i n e .  Now, what - -  

COMMISSIONER DEASON: Which l i n e  do you say i s  the 

t h i r d  l i n e ?  

MR. REGNERY: "Additional transmission f a c i l i t i e s  

required f o r  delivery. I' I f  you 1 abel them - - label Generator 

1, "Generator, a l l  same size," 1. Label the next l i n e  below 

it, "Generator interconnection service, I' 2. And label 
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"Additional transmission f a c i l i t i e s  required fo r  del ivery" f o r  

3. 

Today, being j u s t  - - having j u s t  information 

associated w i th  the extension cord, a l l  we capture i s  1 and 2. 

You capture 3 when you go through your transmission service 

queue process. Thi s creates the problems associ ated w i th  

s i t ing.  Now, we proposed how t o  re l ieve  that .  We said, you 

can re l ieve  tha t  by creating a t h ing  ca l led network 

interconnection service, and the Federal Energy Regulatory 

Commission agreed w i th  tha t  p r i nc ip le  and said, yes, you can. 

And they agreed on the fo l lowing basis: If everyone 

i s i nterconnected, every generati on poi n t  i s interconnected so 

tha t  every load-serving e n t i t y  on the system can get access t o  

tha t  generation no matter where t h e i r  locat ion i s  on the 

system, you create the supply e f f e c t  on the wholesale 

competitive market, and you also provide the pr ice  signal t o  

the e n t i t y  t h a t ' s  planning on bu i ld ing  h i s  new generation where 

i t ' s  going t o  be. 

So when you - - when I or Re1 i a n t  o r  FPL wants t o  s i t e  

a p lant  and they say, okay, we want t o  b u i l d  t h i s  power p lant  

here, and they say, what would be our interconnection costs 

from a network basis? What the transmission provider a t  t h a t  

point  would do would be look a t  the en t i re  g r i d  system and a l l  

the load serving e n t i t i e s  on t ha t  system and look a t  a l l  o f  the 

sources o f  generation on t h a t  system and model them and turn 
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iown each indiv idual  power p lant  t ha t  a l l  ex is ts  on tha t  system 

is ing  a computer model so tha t  they i d e n t i f y  which spec i f i c  

sroject - -  o r  what would be the network upgrades on the e n t i r e  

system so tha t  every wholesale customer on the system could get 

access t o  tha t  one generation point .  And then those upgrades 

Mould be made a t  tha t  time. 

By making them a t  t ha t  time, you immediately a f f e c t  

the supply curve from a competit ive wholesale standpoint so 

that everyone tha t  i s  a network customer on the system could 

j e t  access t o  your power plant.  

restaurant. That's the analogy I used when we were t a l  k ing 

3bout t h i s  a t  the Federal Energy Regulatory Commission. I 

said, what we're ta l k ing  about i s ,  we're bu i ld ing  a whole bunch 

D f  Chinese restaurants throughout the state, and a l l  we're 

t a l  k ing about i s  having access so tha t  every consumer on the 

system can get access t o  any one o f  those Chinese restaurants 

rather than only some Chinese restaurants. You create access 

t o  the en t i re  system so tha t  they can a l l  as load-serving 

e n t i t i e s  select which Chinese restaurant they want t o  draw and 

negotiate with. 

1 use the analogy o f  a Chinese 

It effectuates you i n  the forward market so t h a t  a 

load-serving e n t i t y  can go out and negotiate competit ively 

going forward, because when i t  looks a t  the RFP responses tha t  

come i n ,  it looks a t  i t  as everybody i s  the same. I have equal 

access t o  t h i s  new generation the same way I have access t o  
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t h i s  o l d  generation. I have equal access t o  t h i s  Chinese 

restaurant j u s t  l i k e  I have t o  tha t  Chinese restaurant, and we 

can go and pick it up from t h e i r  restaurant a t  t h e i r  bus bar. 

So you have more competitive nature i n  the 

forward-looking market. A t  the same time i n  the spot market 

today when - - i f  you're j u s t  interconnected on an extension 

cord basis and you put i n  an inc  or dec t o  b i d  t o  someone tha t  

wants t o  buy from you, they look a t ,  can I buy from them? And 

they say, w e l l ,  they ' re  generation on the point  but they don ' t  

have transmission d e l i v e r a b i l i t y  t o  me, and I don' t  have access 

t o  them. So I e f fec t i ve l y  can ' t  buy from them, so I have t o  

buy from t h i s  other u t i l i t y  tha t  - -  I have t o  buy from the 

generation tha t  ' s  IOU generation because they have 

access ib i l i t y  t o  me. And so by tha t  nature, you've reduced 

competition, affected supply, and i n  the spot market, you've 

caused an a r t i f i c i a l  i n f l a t i o n  o f  the ra te  - -  o r  o f  the 

competitive wholesale pr ice,  I should say. 

And so by creat ing the network service where when 

everybody gets interconnected , the improvements tha t  are 

necessary fo r  f u l l  accessi b i  1 i t y  t o  every 1 oad- serving e n t i t y  

on the system, you allow f o r  a l l ev ia t i ng  the p r i ce  signal e r ro r  

that  ex is ts  w i th  not having tha t  3 i d e n t i f i e d  t o  the generator. 

Because a t  the time, the studies go out and they say, okay, 

we're going t o  have t o  b u i l d  these local area system upgrades, 

but we're also going t o  have t o  b u i l d  these transmission system 
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upgrades. And the question tha t  Commissioner Palecki asked 

t h i s  morning was, i n  tha t  case, you know, what would prevent 

you from bui ld ing tha t  hundred - -  tha t  $1 b i l l i o n ,  hundred-mile 

l i n e ?  Well, i f  you had network service, network 

i nterconnecti on service, tha t  hundred b i  1 1 i on  dol 1 a r  1 i ne woul d 

get re f lected i n  the cost on the interconnection side because 

it would be par t  o f  tha t  study because you' r e  interconnecting 

on a network basis, so tha t  would be provided t o  you as a 

generator and you'd go, a hundred m i l  1 ion - - or a hundred m i  l e  

l i n e  a b i l l i o n  do l lars? I ' v e  got t o  ra ise  a b i l l i o n  do l la rs  o f  

capi ta l  t o  b u i l d  t h i s  plant? Perhaps we can f i n d  a be t te r  

s i t e ,  Mr. Developer. And i t  provides you tha t  added incent ive 

o f  a bet ter  p r ice  signal so a t  the same time e f fec t i ng  a be t te r  

competitive wholesale supply side react ion t o  the cost o f  

power . 
CHAIRMAN JABER: Help me understand what the status 

o f  your proposal t o  FERC t o  implement a network interconnection 

service. You said FERC agreed w i th  the pr inc ip le .  

MR. REGNERY: Yes. 

CHAIRMAN JABER: And where i s  i t  now? 

MR. REGNERY: It i s  - -  actual ly,  you w i l l  see i t  i n  

the d r a f t  f i l i n g  t h a t  was presented by the three - -  by the 

generators, the IOUs, the state commission representatives, the 

consumers, and the small generators. We got together and had a 

d ra f t ing  committee. We draf ted up a document tha t  included the 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  

22 

23 

24 

25 

121 

nature o f  those two services so tha t  there would be both 

network and extension cord servi ce on an i nterconnecti on basi s o  

And tha t  was presented f o r t h  by the d ra f t i ng  committee t o  the 

Federal Energy Regul atory Commission. 

CHAIRMAN JABER: Okay. 

MR. REGNERY: That's what was the document, the 

strawman, t h a t  then people commented to .  And so the NOPR w i l l  

r e f l e c t  what the d ra f t i ng  committee put i n ,  what the comments 

were, and what FERC feels.  And t h a t ' s  what we're hoping w i l l  

come out t h i s  afternoon, i s  how FERC has come down on the 

nature o f  these - -  o f  there being both extension cord service 

and network service. 

CHAIRMAN JABER: Okay. Hang on, Mr. Ramon. I am 

going t o  l e t  you address tha t ,  but w i th  regard t o  your po int  on 

the network interconnection service allows the pr ice  signal - - 

allows f o r  a p r ice  signal, help me understand why the 

additional transmi ssion fac i  1 i ti es require t o  del i ver a cost 

can ' t  be i den t i f i ed .  

I don' t  - - what's the dif ference between your 

proposal t o  have one cost i d e n t i f i e d  through the network 

interconnection s e w  ce versus why t h a t  separate cost can ' t  be 

i d e n t i f i e d  now? Are there factors t h a t  do not allow a company 

t o  i d e n t i f y  the cost? 

MR. REGNERY: Well, the reason i s  because today i f  

you're a generator and i f  you're not a u t i l i t y - b a s e d  generator, 
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you do not know a t  the time tha t  you're bu i ld ing your power 

p lant  who you' r e  going t o  s e l l  to .  You' r e  competing i n  RFPs. 

You're s e l l i n g  i n t o  the spot market, or you're planning on 

s e l l i n g  i n t o  the spot market. You're pro ject ing forward, but 

you don' t  know exactly who you're s e l l i n g  your power t o .  And 

so i f  you were t o  go and buy transmission service a t  the same 

time you put i n  your interconnection service, you'd be making a 

guess. 

going t o  be the case. And so a l o t  o f  times we do, and Calpine 

has done t h i s .  

I t ' s  an absolute guess. You do not know i f  t h a t ' s  

We ve put i n poi n t  - t o -  poi n t  requests assumi ng a 

cer ta in  pro ject  model o f  a power sale and tha t  turns out t o  be 

t o t a l l y  wrong. We were not able t o  s e l l  tha t  power t o  tha t  

customer. Not t o  mention, i f  you're i n  an RFP process, the 

network customer t h a t ' s  buying from you, he w i l l  not put i n  h i s  

transmission service request u n t i l  such time as he decides t o  

buy from you. And so more often, you get the interconnection 

resul ts,  and then once you've got interconnection resu l ts  and 

your p lant  i s  real  and you're going forward, then the forward 

market looks t o  buy a t  buying power from you, and then a t  t ha t  

point ,  the transmission service request goes i n .  So there 's  a 

l a g  wi th  respect t o  tha t  p r i ce  signal. And i t ' s  only log ica l  

tha t  a power customer i s n ' t  going t o  buy power from a burnt out 

orange f i e l d .  They're only going t o  buy power from you u n t i l  

you can prove tha t  you've got a leg i t imate project .  And having 
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interconnection i s  one o f  the steps i n  demonstrating tha t  you 

7ave a legi t imate project .  And so t h a t ' s  where the lapse i n  

time i s  created. 

CHAIRMAN JABER: It was j u s t  a matter o f  time, but 

de've gotten people t o  respond. Mr. Ramon, w e ' l l  s t a r t  w i th  

YOU e 

MR. RAMON: Commissioner Jaber, I j u s t  wanted t o  make 

3 couple o f  comments on the pr ice  signals and on the new t a r i f f  

that 's  coming out o f  FERC. The transmission products t h a t  were 

3 par t  o f  the ANOPR, I th ink,  Joe, have evolved t o  t h i s  concept 

that the FERC had i n  the options paper tha t  they j u s t  put  out 

to go t o  a single t a r i f f .  I th ink  they ' re  c a l l i n g  it network 

access. And Tampa E lec t r i c ,  f o r  tha t  matter, TECO Energy, 

supports the concept o f  t ha t  s ingle t a r i f f  and network access 

service, but l i k e  most things a t  FERC, the dev i l  i s  i n  the 

j e t a i l .  And i f  you read the options paper, there 's  a t  leas t  

three options tha t  they ' re  seeking comment on. 

The f i r s t  option i s  t ha t  i n  terms o f  t h a t  product, 

that a l l  who use the system would pay. That may have some 
ner i t  i n  terms o f  p r ice  signals. The other option, and I can ' t  

remember a l l  three, but the other option i s  t ha t  load pays. 

So - - and tha t  gives me some concern about p r i ce  signals 

3ecause no matter where you would put the generator, the load 

i s  going t o  pay i n  the end, have we r e a l l y  solved the problem? 

I t ' s  good tha t  we're moving t o  a s ingle t a r i f f  and 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

124 

that generators can get access on a comparable basis, but the 

pr ic ing  and the cost a l locat ion i s  s t i l l  not a se t t led  issue. 

1 thought there was some r e a l l y  good presentations 

t h i s  morning, and a t  leas t  Tampa E lec t r i c  agrees w i th  a number 

D f  comments. Joe Welborn ta lked about some ideas o f  p r ice  

signals about maybe impact fees, carving out Flor ida i n  terms 

3 f  zones i n  terms o f  the bet ter  places where generators could 

locate, the transmission provider could ac tua l l y  post s i tes,  

better ones than others f o r  optimal locations. 

The other - -  I know you cautioned us t h i s  morning 

about focusing on generation interconnection i n  t h i s  workshop, 

but the whole subject o f  p r ice  signals r e a l l y  gets a t  where 

FERC i s  headed i n  terms o f  t h e i r  i n i t i a t i v e s ,  and as the update 

that you gave us t h i s  morning says, t ha t  t h i s  very issue o f  

p r ic ing  tha t  we've ta lked about a l l  morning has now been moved 

i n t o  the FERC standard market design, the s ingle t a r i f f ,  so 

i t ' s  an issue tha t  needs t o  be vetted by a l l  o f  us, you know, 

i n  tha t  NOPR and eventual rulemaking. 

But i n  addi t ion t o  these potent ia l  solut ions for 
properly locat ing generators, and p a r t i c u l a r l y  i n  competitive 

markets, t ha t  the potent ia l  s i t i n g  solut ions have t o  be coupled 

with real  -t ime information on the value congestion associated 

with transmission constraints. 

have t o  know what the costs and locat ion o f  congestion i s  and 

i t s  value. And tha t  needs t o  be pub l i c l y  avai lable t o  the 

In real  - t ime we're going t o  
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market t o  ensure pr ice transparency and making that  information 

available, as Bob W i l l i a m s  ta lked about, i n  the planning 

process. You need t h a t  p r i c ing  information coupled wi th  a 

planning and expansion process e f f i c i e n t l y  t o  be able t o  

properly make investment not only i n  generation but i n  

transmission, and demand side, as you know, i s  get t ing a l o t  o f  

at tent ion.  

CHAIRMAN JABER: Has anyone thought about asking FERC 

t o  expedite t h a t  par t  o f  t h e i r  process? 

You're smiling, I guess you've done tha t  several 

t imes. 

MR. MECHLER: We've asked FERC t o  explain many 

things, and i t  i s  what i t  i s ,  I guess. Although there were 

times during the discussions we had w i th  the transmission 

owners during the f a l l  t ha t  we actual ly  asked f o r  more time 

because we thought we were making progress i n  a l o t  o f  

negotiations and consensus bui ld ing on working through t h i s  

ANOPR process. And they gave us some extra time t o  f i n i s h  up 

and t r y  t o  get as f a r  as we could before we f i l e d .  We would 

a l l  love t o  see t h i s  wrapped up as soon as possible. 

CHAIRMAN JABER: It j u s t  seems t o  me - - you know, 

obviously there's a l o t  I don ' t  understand about the  e n t i r e  

FERC process, but i t  j u s t  seems t o  me tha t  t h a t ' s ,  i f  not the 

most c r i t i c a l ,  a very c r i t i c a l  piece o f  t h e i r  new transmission 

pol i cy .  I don' t  know how - - we1 1 , l e t  me not go there. 
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Were you done, Mr. Ramon? 

MR. RAMON: Yes. 

MR. WILLIAMS: Bob Williams again. I j u s t  was going 

t o  r e a l l y  quickly j u s t  ra ise a couple o f  l i t t l e  points. 

t h ink  t h i s  - -  a l o t  o f  your focus - -  two things I ' v e  noticed 

from the Commission, you t e l l  me i f  I ' m  wrong, i s  the cost 

transference here f o r  - - two b i g  issues were redispatch and the 

upgrade cost. Redispatch, I th ink,  i s  a r e a l l y  small quant i ty.  

Every time you change anything i n  the transmission system, you 

have r i s k  o f  redispatch cost and tha t  happens, and there 's  j u s t  

nothing we can do about it. And I th ink  t h a t ' s  what's FERC's 

problem i s ,  t ha t  i t ' s  not a b ig  issue, and i t ' s  not easy t o  

define. The upgrade costs, I th ink,  are also one o f  the th ings 

tha t  was l e f t  out o f  a l l  the discussions so fa r ,  I th ink.  

And back t o  the least -cost  planning example, i s  the 

system upgrades have value t o  the whole state,  and there 's  no 

way t o  eas i l y  evaluate how much value there i s  i n  those 

upgrades. The most expensive system upgrade f o r  generation 

locat ion may have serious benefi ts f o r  other people t o  do other 

things l a t e r  on, but you can ' t  see tha t  i n  the numbers. You 

can ' t  know tha t  ahead o f  time. So t h a t ' s  an issue tha t  I don ' t  

th ink  anybody has mentioned here, i s  t h a t  there i s  a cost, but  

then what's the value o f  it? What's the benef i t  o f  it? And 

you j u s t  have t o  look a t  i t  on a case-by-case basis, I'm 
afraid,  t o  understand what those are. You can ' t  eas i l y  do 

I 
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those. I guess t h a t ' s  a l l  my comments. 

CHAIRMAN JABER: Okay. Thank you. 

MR. WOLFINGER: Commissioners, my name i s  Rick 

Wolfinger. 

Maryland, and we're also the developer o f  the Oleander Power 

Project, a 680-megawatt peaking pro jec t  over i n  Cocoa, Flor ida,  

t ha t  i s  beginning commercial operations t h i s  summer. 

couple o f  points I ' d  l i k e  t o  make. One i s  on A r t  Nordl inger's 

presentation on Page 24, which i s  the map tha t  he showed about 

act ive interconnection requests. 

I'm wi th  Constellation Power out o f  Baltimore, 

I had a 

There's been a l o t  o f  t a l k  about whether the r i g h t  

p r ice  signals are out or whether the independents have the 

r i g h t  place t o  put plants, and bel ieve me, we spent a l o t  o f  

time looking a t  the transmission system t o  determine where i s  a 

good place t o  i nse r t  the power t o  be loaded. 

look a t  where these load centers are where the interconnection 

requests are and then you th ink  about the two projects t h a t  

Florida Power & L ight  has asked you f o r  a need determination, I 

rea l i ze  t h a t ' s  been put o f f  f o r  a l i t t l e  b i t ,  but the Manatee 

and Martin plants are i n  two o f  those load centers, which are 

the next two plants tha t  Flor ida Power & Light was looking a t  

bui lding. Right now, Flor ida Power Corp i s  out f o r  the Hines 

3 project  through an RFP process. That 's also i n  one o f  those 

load centers. And TECO has announced the repowering o f  the 

Gannon s ta t ion  and i s  also looking a t  the Polk County s tat ion.  

I f  you take a 
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They're also i n  those load centers. 

So i f  you take a look a t  where the IOUs are t a l k i n g  

about where t h e i r  next load center - -  plants are, they ' re  i n  

the same places tha t  the IOUs have asked f o r  interconnection 

requests. So I postulate t h a t  I th ink  tha t  the IPPs have got a 

p r e t t y  good understanding o f  where the system i s  and what needs 

t o  be done. And t h i s  whole idea o f  load - -  excuse me, o f  p r ice  

signals I th ink  i s  a red herring. It j u s t  doesn't ex is t .  We 

know where i t  i s .  We know what we're going t o  get w i th  costs, 

and we're not foo l i sh  i n  what we do because it costs a l o t  o f  

money t o  develop these pl  ants . 
My second point  i s ,  i s  t ha t  on Page 21, the treatment 

o f  interconnection costs, we tend t o  use t h i s  word o f  

soc ia l izat ion as i f  i t ' s  some so r t  o f  a negative term. And 

when we began the Oleander Power Project back i n  1996 and then 

started our permit t ing i n  1998, we looked a t  load f low studies. 

And we've paid Florida Power & L ight  $7 m i l l i o n  f o r  the 

interconnection o f  which about h a l f  o f  tha t  was the 

interconnection cost and the other ha1 f was system upgrades. 

Because when I signed my contract, some o f  my system 

upgrades - - some o f  my interconnection costs, my d i r e c t  cost 

now would be system upgrades, I get money back, but I don' t  

now, and I don' t  get in te res t ,  but  nonetheless, I would say 

tha t  the point  i n  time I was asked - -  

COMMISSIONER DEASON: I 'm  sorry. You don ' t  
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lecause - -  
MR. WOLFINGER: I ' m  not ge t t ing  i t  back, r i g h t ,  

iecause I came i n  too ear ly.  

COMMISSIONER DEASON: You signed your contract too 

2arly. 

MR. WOLFINGER: I signed a contract before a l l  these 

rules were made. Now, maybe I can go get i t  back a t  a l a t e r  

jate,  1 don' t  know, but r i g h t  now I'm not ge t t i ng  i t  back. 

UNIDENTIFIED SPEAKER: 

MR. WOLFINGER: I haven't yet ,  but  I haven't gotten 

Don't give up, Rick. 

back yet. 

UNIDENTIFIED SPEAKER: ( Inaudible.) 

MR. WOLFINGER: A l l  r i g h t .  That 's i r respect ive o f  my 

comment tha t  I wanted t o  make. The comment i s ,  though, i s  a t  

the point  i n  time was made e a r l i e r  by Calpine, I d i d n ' t  know 

v~ho must customers were going t o  be. The output o f  t ha t  p lant  

has been f u l l y  sold t o  Seminole E lec t r i c  and t o  F lor ida Power & 

Light.  That p lant  now has got customers f o r  it. They're i n  

the state o f  Flor ida.  And I r e a l l y  - -  I mean, and the point  o f  

i t  i s  where I ' m  a t  i s  t ha t ,  i s  tha t  pos i t i ve  or  negative? I 

postulate tha t ,  i n  fac t ,  the interconnection costs are 

r e l a t i v e l y  low f o r  680 megawatts, and i n  fac t ,  i f  you want  t o  

c a l l  i t  social izat ion,  I th ink  sometimes there 's  very pos i t i ve  

ef fects  o f  social izat ion.  Not every example i s  a negative 

example by any means. And so I th ink  that ,  i n  fac t ,  there 's  an 
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example where i t ' s  per fec t l y  r i g h t .  We're serving the loads of 

exi s t i n g  ratepayers. 

But then there was a fur ther  comment made on Page 19 

where we t a l k  about - -  oh, they ' re  t a l k i n g  about sometimes 

redispatch because o f  construction f a c i l i t i e s  which I t h ink  

delve t a l  ked about very small. Well, i t  turns out where I ' m  

connected i n  the Flor ida Power & L ight  system, the Brevard 

substation, there i s  a thousand megawatts, a thousand MVA o f  

230 t o  138 kV transmission step down t o  serve the load i n  

central Brevard County. Now, probably one o f  those - -  h a l f  o f  

that  i s  probably redundancy, so maybe there 's  500 megawatts a 

load going through there. A l l  the generation tha t  was provided 

t o  t h a t  substation was coming from - -  away from t h a t  

substation. There were losses. There were l i n e s  coming i n ,  

and the load was being done. 

When I ' m  up and operating now, t h a t  load - -  those 

losses w i l l  be gone. There w i l l  be fewer losses on the system 

dhen I ' m  up and operating. Sure, there might be a redispatch 

cost f o r  f i v e  days while the transmission system i s ,  but I ' m  

not going t o  be get t ing - -  also, I ' m  not being paid fo r  30 

years o f  lower losses i n t o  the Brevard substation when I ' m  

running. So again, there 's  a l o t  o f  these mi t iga t ing  

circumstances where you take a look a t  i t  and say, i s  i t  best 

f o r  the overal l  system or not? And I present t o  you tha t  

there's always two sides o f  a coin, i f  there aren ' t  many sides 
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t o  a coin. And I th ink  overal l  the benef i t  o f  a robust 

wholesale market t ha t  allows generators i n t o  t h i s  state i n  a 

manner tha t  we're able t o  know what we're do- ng, be able t o  

come i n  on a set o f  guidelines and have open access t o  a l l  the 

load centers w i l l  benef i t  the ratepayers and the c i t i zens  and 

economic development o f  t h i s  state t o  a very high degree 

compared t o  maybe some 1 i ttl e b i t  of i nci dental transmi ss i  on 

costs tha t  may occur. Thank you. 

CHAIRMAN JABER: 

MR. WOLFINGER: Yes. 

CHAIRMAN JABER: 

Mr . Wol f i nger? 

Let me make sure I understood your 

pos i t ion versus the Calpine representative. You said there 

were adequate pr ice  signals tha t  you could take a look a t  the 

map and understand where the IOUs were pro ject ing t h e i r  needs 

and know what the p r i ce  signals - -  so i f  I understood t h a t  

comment correct ly,  you disagree w i th  Calpine on tha t  posi t ion? 

MR. WOLFINGER: No. I'm saying tha t  the I P P s  have 

picked the same locat ions the IOUs have picked t o  put i n  

plants. So I'm saying the I P P s  are not loca t ing  plants tha t  

would give a high cost o f  transmission unless you could say the 

IOUs are picking spots t h a t  are going t o  have high costs o f  

transmission. 

IOUs are. 

I mean, we're picking the same spots tha t  the 

CHAIRMAN JABER: Okay. So then as i t  relates t o  the 

pr ice  signals, you agree w i th  the network interconnection 
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servi ce proposal ? 

MR. WOLFINGER: Well, I th ink  tha t  i s  - -  Calpine, 

Reliant, myself, almost anybody t h a t ' s  a r e l a t i v e l y  

sophisticated I P P ,  and qui te f rankly,  you have t o  almost always 

be because i t ' s  costing you too much not t o  be, we a l l  do load 

flow studies before we can pick s i tes.  And so we do, i n  

essence, a network system t o  f igure out - -  a network analysis 

t o  f igure out where t o  put our plants, and we do p ick the r i g h t  

spots. Ult imately, though, t h a t ' s  not what w i l l  occur - -  what 

costs you' 11 have u n t i  1 actual l y  the transmission owner does 

those studies. So I agree wi th  Calpine. And qu i te  f rankly,  i f  

zarly on you can get those pr ice signals, i t  would even be 

3etter. We do them as a general course anyway r i g h t  now, but 

they aren ' t  o f f i c i a l  by any means. 

Also, t iming changes, things change, it does, but we 

311 tend t o  do those studies when we're looking a t  it. And 

tha t ' s  why you go from 30 sites t o  10 s i tes  t h a t  Reliant was 

saying and down t o  2 or 3 you r e a l l y  look a t .  But we do those 

studies i n t e r n a l l y  as i t  i s ,  but i t  would be nice t o  have a 

nore re1 i ab1 e, robust analysi s by the transmi ss i  on owners. 

CHAIRMAN JABER: Okay. Thank you. 

MR. SCHONECK: I guess I ' d  l i k e  t o  go back and make a 

3 a r i f i c a t i o n  on, I guess, the issue, a generator t ha t  had some 

Jpgrade costs. And the issue was t h a t  what would happen i f  

l as i ca l l y  they went up bel ly -up with, l e t ' s  say, the switch 
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yard cost, and tha t  switch yard i s  spec i f ic  t o  tha t  generator? 

And I th ink  i t  was represented tha t  on the system upgrades, 

tha t  t h e  guy tha t  was downstream from tha t  could use tha t .  

That may be t rue  i f  he's i n  the general v i c i n i t y  f o r  the 

upgrades tha t  are par t  o f  the ex i s t i ng  transmission system, but 

f o r  those switch yard costs, they ' re  s i t e -spec i f i c .  And i f  he 

had already got h i s  credi ts  back, unless somebody came i n  and 

bought tha t  p lant and bas ica l l y  was operating out o f  t ha t  

p lan t9  I don' t  see the benef i ts t o  the res t  o f  the ratepayers 

out o f  tha t .  So I wanted t o  make tha t  c l a r i f i c a t i o n .  

Addi t ional ly - -  

COMMISSIONER DEASON: Let me ask you a question on 

that.  How s ign i f i can t  are those costs used i n  your switch yard 

example? How s ign i f i can t  are those costs, and i f  there t r u l y  

are costs as you j u s t  described, why a re  they considered system 

upgrades i f  they ' re  speci f ic  t o  tha t  p lant? 

MR. SCHONECK: Because what FERC has come out w i t h  

since - -  remember, I th ink  i t  was Page 11 when we talked about 

the two d i f f e r e n t  types o f  interconnections. To the extent you 

took an ex is t ing  l i n e ,  you broke it, and you looped i t  through 

tha t  switch yard, power flows through tha t .  And par t  o f  FERC's 

d e f i n i t i o n  was, i f  power f lows through, i t ' s  pa r t  o f  the 

transmission system. 

COMMISSIONER DEASON: So i t ' s  a de f i n i t i ona l  

s i tua t ion  tha t  considers i t  p a r t  o f  the overal l  system. 
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MR. SCHONECK: Right. 

COMMISSIONER DEASON: How s ign i f i can t  are those 

costs? 

MR. SCHONECK: Excuse me? 

COMMISSIONER DEASON: How s ign i f i can t  are those 

costs? 

MR. SCHONECK: They can be a good part o f  the system 

upgrade costs. I would say - - 

COMMISSIONER DEASON: For a 500-megawatt plant? What 

are you t a l  king about? 

MR. SCHONECK: They can be $3 t o  $10 m i l l i o n ,  I 

guess. Another thing, and I ' d 1 i k e  t o  comment on Calpine, was 

i n  the ANOPR process, I t h ink  he was correct i n  s ta t ing,  I 

guess, t ha t  there was a need f o r  t h i s  network service. And I 

know Flor ida Power & Light has worked wi th  many o f  the 

developers on t r y i n g  t o  assess the system from the standpoint 

o f  d e l i v e r a b i l i t y  - -  t h i s  i s  the transmission piece - -  even 

though they may not have a customer a t  tha t  time. And we've 

encouraged i n  every study agreement tha t  we have, we encouraged 

them t o  please look fur ther  beyond the interconnection. And 

you can probably count - - I mean, you saw the number o f  

requests. You can probably count on one hand the ones tha t  

actua l ly  come in and want t h a t  type o f  an assessment. 

Now, I th ink  the point  was made, there was no way f o r  

them t o  ask f o r  t h i s  network, so what we would do i s  t r y  t o  
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accommodate them by saying, wel l ,  where do you th ink  your 

markets w i l l  be? And we w i l l  t r y  t o  do the assessment the best 

day we know how t o  give you an answer back o f  what you might 

see. And we've done tha t  on occasion w i th  several developers 

that  want t o  go tha t  f a r  t o  get t ha t  assessment. 

t h i s  s l  ide was - - and i f  we are on 

f i n d  the leas t -cos t  plan, which i s  

are you ge t t ing  those s i t i n g  

spend a l o t  i n  transmission 

r the power. 

And I th ink,  I guess, t o  comment as f a r  as the s i t es  

that  we t a l  ked about, they ' re  only good f o r  so many megawatts, 

yes, but i f  you look here around the West Palm/Midway/Martin 

area, you can see on the graph tha t  there i s  approximately 

7,000 megawatts i n  tha t  v i c i n i t y .  You know, tha t  v i c i n i t y  may 

be good f o r ,  l e t ' s  say, 1,000 megawatts or  1,200 megawatts o r  

whatever the number may be, but a f t e r  tha t ,  you're going t o  

have t o  put a tremendous amount o f  in f ras t ruc tu re  i n  place i n  

order t o  move tha t  power. 

So the answer i s  yes. I t ' s  good f o r  so much, but 

then you have t o  put a l o t  more investment i n  place, t o  answer 

tha t  question. And I th ink  i f  you go around and you look a t  

these pockets, what you have i s ,  you have various places on the 

system where there 's  ex i s t i ng  room, or there 's  room where you 

can make marginal ly upgrades and be able t o  accommodate it, and 
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there's other places where you have t o  make a tremendous 

investment i n  the system. 

CHAIRMAN JABER: But are you making the investment, 

o r  i s  i t  the generator t h a t ' s  s t ra in ing the system? 

MR. SCHONECK: On transmission service, i t  goes t o  

the OR pol icy.  

CHAIRMAN JABER: Okay. 

MR. SCHONECK: Okay. And tha t  was the - -  on the 

least -cost  plan, we were t r y i n g  t o  po int  out, you're not 

looking a t  the en t i re  p ic ture.  And Calpine agreed w i th  tha t .  

They're not looking a t  the en t i re  p ic tu re  because they ' re  

looking a t  only the cost o f  the generator, which includes the 

s i t i n g ,  environmental, fue l ,  a l l  those types o f  things, and the 

d i rec t  assignment cost and po ten t i a l l y  some upgrade costs tha t  

we talked about f o r  interconnecting, but they ' re  not seeing 

tha t  signal 

CHAIRMAN JABER: Okay. And t ha t  transmission 

investment, though, re1 ated t o  the in f rast ructure,  the major 

in f rast ructure,  you col l e c t  through transmission rates? 

MR. SCHONECK: Correct . 
CHAIRMAN JABER: Okay. So you're recovering it, i t  

j u s t  takes major capi ta l  up f ron t .  

MR. SCHONECK: The purpose o f  t h i s  s l i de  was t o  

demonstrate tha t  dependi ng on where the 1 ocat i  on was, when 

you're looking a t  leas t -cos t  planning, it can be a large 
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difference. You're not k ind o f  optimizing, i f  you w i l l ,  and 

tha t  signal - -  I mean, there's various ways t o  get there, but 

t h a t  signal they ' re  not seeing today. They're only seeing par t  

o f  the picture.  Whereas, a v e r t i c a l l y  integrated u t i l i t y  does 

look a t  a l l  those things i n  making i t s  assessment. 

CHAIRMAN JABER: But they want t o  be able t o  see the 

who1 e p ic ture . 
MR. SCHONECK: Yes. And the issue t h a t  was l e f t  out 

i s ,  who would end up actual ly  reserving and paying f o r  that? I 

guess one o f  the concerns tha t  - -  i f  you're going t o  - -  i s  the 

customers going t o  pay fo r  tha t  - -  how much generation do you 

plan f o r ,  i n  other words? O r  do you j u s t  r o l l  - - do you 

bas ica l l y  - - who reserves tha t  transmission capab i l i t y  on a 

system? 

COMMISSIONER PALECKI: Let me ask you a question 

re1 ated t o  your point  about in f rast ructure and investment. The 

I P P s  have talked about making improvements necessary for access 

t o  every load-serving e n t i t y  on the network, and you heard 

t h e i r  example - - t h e i r  analogy wi th  the Chinese restaurants. 

What type o f  in f ras t ruc tu re  and investment i n  time would be 

needed fo r  tha t  leve l  o f  improvement? 

MR. MENNES: I'm Marty Mennes w i th  F lor ida Power & 

Light. I 've never real  l y  heard - - and Joe, I thought i t  was a 

good presentation - - the Chinese restaurant th ing,  but de l ivery  

i s  very, very important t o  a developer. And l e t ' s  use the 
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Chinese restaurant and b u i l d  on it. 

MR. REGNERY: Okay. Well, just  change i t  back t o  

accessi b i  1 i ty. 

MR. MENNES: Okay. De l i ve rab i l i t y ,  access ib i l i t y ,  

but the bottom l i n e  i s ,  w i th  the network in tegrat ion service, 

t o  be you want t o  be able t o  get t o  the customer. You want 

able t o  get t o  the Chinese restaurants. 

Now, instead o f  having cars and he1 icopters 

t ra ins  and planes t o  get the restaurants, we now move 

speed o f  l i g h t .  So i t  i s  very d i f f i c u l t  t o  ask the pl 

and 

a t  the 

lor o l d  

transmission provider , everybody today, because now can move a t  

the speed o f  l i g h t ,  we want t o  a l l  eat a t  the Chinese 

restaurant i n  Lake Worth. And then a f t e r  - -  and the other 

problem tha t  you do have w i th  e l e c t r i c i t y  i s  t ha t  you can ' t  

t e l l  when people when t o  eat. They don ' t  l i k e  t o  eat a t  2:OO 

i n  the morning. There's a few tha t  do; there 's  a few t h a t  eat 

a t  4:OO a.m. They usually l i k e  t o  eat Chinese food sometime 

around noonish t o  one, and probably i f  i t ' s  Chinese food, 

probably around six o'clock. So now the Department o f  

Transportation, w i th  our new vehicles t h a t  can move a t  the 

speed o f  1 i g h t ,  have got some real  , rea l  problems. 

Now, o f  course, t h a t ' s  a gross extreme, Joe, and, you 

know, I don' t  want you t o  come out o f  your chair ,  but I ' m  j u s t  

t r y i n g  t o  say, there are real  problems when somebody says, I 

want t o  b u i l d  a generator, and the customers, you know, I don ' t  
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know where he i s .  

Now, i n  Rick 's  case, you can see - - you can have a 

sophi s t i  cated devel oper . They bui 1 t somewhere and, agai r~ , you 

give himself c red i t  f o r  a l o t  o f  transmission - - saving 

transmission loss as wel l .  H a l f  h i s  customer r e a l l y  i s  on the 

west coast o f  the s tate o f  Flor ida,  and a l o t  o f  i t ' s  - -  
probably the biggest customer i s  Marco Island. So I'm r e a l l y  

not too sure, Rick, whether we saved a l o t  on transmission on 

losses w i th  the power p lant  a t  Brevard serving Marco Island. 

And again, remember, we do everything on the averagl 

average system, average tha t ,  so i t  does decrease the losses 

probably for Flor ida Power & L ight  serving F lor ida Power & 

Light ' s customers, but our average transmission system 1 osses 

dhich help Seminole out r e a l l y  a ren ' t  going t o  help us out 

because Seminole's losses are going t o  go up. 

But I j u s t  thought - - del i ve ry  accessi b i  1 i t y .  

k c e s s i b i l i t y  I th ink  you get, and the transmission providers 

are obl igated t o  give access ib i l i t y  i n t o  the transmission 

system w i  t h  generati on i nterconnecti on servi ce. The probl em 

then becomes, you can ' t  serve - - you may be able t o  serve 

certain loads, but you cer ta in ly  can ' t  get t o  every load i n  

th i s  case, which i s  the Chinese restaurant. 

And there are. There's a l o t  o f  gotchas i n  there 

that, gee, I r e a l l y  don ' t  know what load I ' v e  got because I 

don ' t  have a power purchase agreement signed up with anybody. 
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So again, maybe the whole th ing  you'd l i k e  t o  r e a l l y  look a t  as 

a package. There's cer ta in ly  a l o t  o f  issues i n  there, and I 

th ink when you look a t  the NOPR coming out w i th  FERC, when they 

r e a l l y  t ry  t o  t a l k  about d e l i v e r a b i l i t y ,  I t h ink  also Joe used 

i n  h i s  example one statement tha t  i s  rea l l y ,  r e a l l y  important, 

tha t  sometimes we can do and sometimes we can ' t .  Joe said when 

he puts h i s  u n i t  i n ,  and 1 e t  ' s j u s t  use examples, and Joe - - 
and I th ink  t h i s  i s  how we t r y  t o  do it a t  l eas t  i n  our system, 

we put i n ,  l e t ' s  j u s t  say, a thousand megawatt u n i t .  

Well, cer ta in ly  i f  you put i n  a thousand megawatt 

un i t ,  you want t o  study i t  economically f o r  the next few years. 

You've got cer ta in  loads you're going t o  p ick up, and also 

you're going t o  have t o  tu rn  down cer ta in  un i t s  t o  run t h i s  and 

t r y  t o  model. Well, the next th ing  i s ,  i s  who's going t o  

volunteer t o  tu rn  down? Or who's going t o  give everybody a l l  

the p r i c ing  information? So I'll go t o  Rick and say, Rick, are 

we going t o  get you t o  volunteer t o  tu rn  down? Because I'm 
t r y i n g  t o  run some studies. So I said, give me everything 

you've got, a l l  your fu ture p r i c ing  o f  your fue l ,  

transportat ion, your heat rates, any degradations tha t  you have 

on your un i ts ,  so I can f igure  out whether, you know, Rick, 

you're going t o  tu rn  down o r  not. 

So w i th  a l l  t ha t  said - -  

COMMISSIONER DEASON: Does he ac tua l l y  give tha t  t o  

you? 
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MR. MENNES: NO. 

COMMISSIONER DEASON: Okay. I was going t o  say - -  

MR. MENNES: Maybe, Joe, on h i s  transmission guy, but 

no, I don' t  th ink  Rick would want t o  give any o f  tha t  

information out, and I don' t  th ink  Rick has it. 

And when we - - and l e t  me back a 1 i t t l e  b i t .  Now, 

the information he does give us are the character ist ics o f  what 

h i s  generation when we connect i t  t o  our system w i l l  do. So 

when we take h i s  u n i t  and we j u s t  put i t  there, we don ' t  

de l iver  i t  anywhere. When we're t a l k i n g  about the system 

upgrades, j u s t  dropping i t  i n  r i g h t  there and making 

e l e c t r i c i t y  so tha t  we can k ind o f  disburse i t  j u s t  as long as 

we can get it, i f  you w i l l ,  out o f  t h i s  p lant .  

There's no d e l i v e r a b i l i t y  t ha t  Rick o r i g i n a l l y  asked 

f o r  when he asked f o r  h i s  power p lant  on the o l d  P a t  Wood 

regime. So when he does ask f o r  d e l i v e r a b i l i t y ,  which was what 

the next step tha t  he did,  I want t o  de l iver  t o  Seminole f o r  

" X "  amount o f  years, and Flor ida Power & L ight  f o r  " X "  amount 

o f  years, then we're obl igated t o  b u i l d  a transmission 

service - -  a transmission system so tha t  we can go ahead and 

del iver  h i s  generation. 

CHAIRMAN JABER: Okay. I'm going t o  give you the 

l a s t  word, but hang on. Anyone  e lse i n  the audience tha t  needs 

t o  make a presentation? 

Okay. We're going t o  hear from one more party, and 
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t h a t ' s  over here, and then we're going t o  adjourn the workshop. 

Commissioners, before we adjourn the workshop be 

th ink ing about next steps. M r .  Ramon during the break d i d  

ask - -  make a request, and I'll share tha t  w i th  you a f t e r  we're 
done. Go ahead. 

MR. REGNERY: I j u s t  wanted t o  say one th ing  w i th  

respect t o  responding t o  Marty and then j u s t  an overal l  comment 
and some information f o r  you a l l  t o  take w i th  you, and t h a t  

was, the f i r s t  thing, there i s  a d i f f i c u l t y  i n  t h i s  modeling 

process. And Marty i s  making the recognit ion tha t  i n  order t o  

model the network service, it i s  a challenge because they ' re  

using an economic model of the IOU tha t  only applies t o  the  

plants tha t  they know about, and they may not know a l l  o f  the 

information or  data about the I P P s '  plants. 

But t ha t  leads t o  Greg's comment, which was, i f  you 

have a standard market design usi  ng 1 ocat i  onal marginal 

pr ic ing,  tha t  p r i c ing  i s  transparent, and then tha t  model does 

work e f fec t i ve ly .  So you do achieve the benef i ts o f  both sides 

o f  having the supply side e f fec t  from the interconnection and 

then the demand side e f f e c t  from the locat ional  marginal 

p r i c ing  on the market design. So they work i n  conjunction t o  

bet ter  serve the overal l  competitive wholesale market. 

Then the l a s t  t h ing  I wanted t o  say was, you may not 

know how the process worked a t  FERC from a perspective o f  the 

part ic ipants involved, but I would l i k e  t o  compliment a l l  o f  
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the par t ies tha t  you've heard here today speak because every 

one o f  the par t ies tha t  you heard here speak today was there a t  

the tables a t  the Public Service - -  or a t  the Federal Energy 

Regulatory Commission. They were there i n  such force t h a t  the 

persons tha t  you see here today on these tables were the 

d ra f t i ng  committee representatives t h a t  went i n t o  d ra f t i ng  the 

documents t h a t  e x i s t  out there as the strawman proposal 

I was s i t t i n g  across from Marty w i t h  Robert, w i th  

Greg, w i th  a l l  o f  these people. That 's how we're a l l  on a 

f i r s t  name basis because we were locked i n  rooms together f o r  

months on end and d i  spl aced count1 ess numbers o f  birthdays, 

family weddings. They l e t  me get out t o  get married, so I was 

very happy about that .  But other than tha t ,  we - -  there was a 

leve l  o f  pa r t i c i pa t i on  from Flor ida t h a t  was j us t  

unsurmountabl e . 
CHAIRMAN JABER: Well, good. See why you get the 

l a s t  word? 

MR. REGNERY: So I wanted t o  just  pass out a 

compl i ment . 
CHAIRMAN JABER: Well, good. Very good. He was 

o f  

I 

t 

just cr ies  out f o r  me t h a t  I t h ink  what we need i n  Florida, and 

supposed t o  get the l a s t  word. 

something. 

It bet te r  be a compliment 

MR. WILLIAMS: Just rea l l y ,  r e a l l y  quick. What 

hear today, and I j u s t  make t h i s  recommendation, i s  t ha t  
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I would urge the Commission t o  consider it, i s  an annual 

transmission planning workshop t o  take - - because a1 1 o f  these 

issues tha t  are hard fo r  you t o  understand how t o  deal wi th,  

the only way you're going t o  deal w i th  them i s  annually looking 

a t  a l l  o f  the issues, and does t h i s  a l l  come together f o r  

Flor ida and Flor ida customers? 

And i f  i t ' s  looked a t  on a one-owner basis, forget  

who owns what, and what's best f o r  Flor ida,  I th ink  tha t  would 
be a great step fo r  t h i s  Commission t o  take. 

CHAIRMAN JABER: Do you have i n  your mind how - - what 

the j u r i sd i c t i ona l  issues would be or how the workshop should 

be designed o r  what issues - - 
MR. WILLIAMS: Again, I'm not a lawyer, but  you have 

the Grid B i l l ,  you have the Transmission Line S i t i n g  Act. 

any o f  these transmission l i nes  get b ig ,  they've got t o  come t o  

you f o r  tha t .  We s t i l l  have a Power Plant Si t ing Act i f  

there's too  much generation. 

I f  

One o f  the problems you have here and what's proposed 

i s ,  there 's  too much generation f o r  what Flor ida needs, and a l l  

o f  tha t  w i l l  be f igured out by economics. Some o f  i t  won't be 

bui 1 t, and tha t  causes problems f o r  transmission p l  anning. 

And, i t ' s  a complex issue. 

i nvol ved. 

I would urge the Commission t o  get 

CHAIRMAN JABER: Okay. Thank you. 

MR. WILLIAMS: Sure. 
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CHAIRMAN JABER: Commissioners, l e t  me br ing  us back 

t o  where we started t h i s  morning w i th  the purpose o f  the 

workshop. You may reca l l  an Internal  A f f a i r s  back, there were 

several requests tha t  we d i d  i n  fac t  grant w i t h  respect t o  the 

PSC f i l i n g  comments a t  FERC on these issues. And during some 

o f  those discussions, we requested tha t  t h i s  workshop be held 

so tha t  we could bet ter  understand the issues surrounding the 

interconnection and generation procedures a t  FERC. 

I th ink  t h i s  workshop accomplishes tha t ,  but during 

the break, Mr. Ramon brought up the idea, now t h a t  we've got 

FERC's decision today, perhaps a b r i e f i n g  on the new decision 

i s  i n  order. Frankly, I envisioned having our S t a f f  do tha t  

anyway. And i n  conjunction w i th  our S t a f f  g iv ing  us a b r i e f i n g  

on FERC's decision today, ce r ta in l y  we can i n v i t e  these fo lks  

back and you could add t o  t ha t  b r ie f ing .  

There i s  also a request f o r  t h i s  Commission t o  s e t  up 

an annual transmission planning workshop. Those are the only 

two requests I 've heard today going forward. 

some feedback. 

I ' d  1 ove t o  have 

MS. BRUBAKER: Madam Chairman, i f  I may? 

CHAIRMAN JABER: Yes. 

MS. BRUBAKER: I f  nothing else, what we've learned 

today i s ,  t h i s  i s  a very complex and evolving issue. 

we've touched on some very productive points. 

l i k e  t o  note tha t  i n  the agenda, S t a f f  had some speci f ied 

I th ink  

I would also 
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issues l i s t e d ,  some o f  which we have been able t o  touch on 
today, some o f  which we have not had the opportunity t o  do so. 

We haven ' t real  1 y d i  scussed speci f i c a l l  y f i 1 i ng 

post-workshop comments, but  I th ink  those would be useful 

especial ly f o r  S t a f f  t o  get a sense o f  where the  various 

par t ies stand on those issues. And so I ' d  l i k e  t o  o f f e r  t h a t  

as a p o s s i b i l i t y .  

CHAIRMAN JABER: And maybe have, what, a summary or  a 

presentation - - 

MS. BRUBAKER: A summary, w r i t t en  comments probably 

would be the best way, where we could do a summary and make a 

presentation perhaps a t  I A ,  i f  t h a t ' s  appropriate. 

CHAIRMAN JABER: And what you envision i s  - - you're 

t a l  k ing about post-workshop comments on the issues tha t  weren't 

referenced today, weren ' t discussed today. 

MS. BRUBAKER: That 's correct. Just as a note, S t a f f  

would be spec i f i ca l l y  interested in tax issues which are l i s t e d  

Subsections L through 0 of Number 6 on the agenda. 

ce r ta in l y  any other issues t h a t  - -  

But 

CHAIRMAN JABER: Is there a reason no one wanted t o  

discuss tax i ssues today? 

MR. MECHLER: Yes. 

COMMISSIONER PALECKI : The month o f  A p r i l  . 
CHAIRMAN JABER: Yeah. Commissioners? 

COMMISSIONER PALECKI: I l i k e  the issue o f  the 
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post-workshop discussions tha t  was discussed somewhat today, 

and tha t  i s  the Chinese restaurant analogy. We've heard about 

rJhat improvements would be necessary fo r  access t o  every 

load-serving e n t i t y  on the network, but we d i d n ' t  hear about 
how much in f rast ructure and investment would be needed f o r  

that, and I ' m  interested i n  what i t  would take t o  accomplish 

that.  

CHAIRMAN JABER: Okay. So we have a speci f ic  request 

by a Commissioner t o  have comments made. 

In addit ion t o  tha t ,  S t a f f ,  the tax issues. 

Commissioners, we'll go ahead and set up the b r i e f i n g  

o f  FERC's decision today. With regard t o  the annual 

transmission planning workshop, i f  tha t  i s  something tha t  you 

a1 1 have reached consensus on, okay. 

f i l e  a request so t h a t  we can see a wr i t t en  proposal, t ha t  

would give everyone an opportunity t o  comment. You know, i f  

i t ' s  a good idea, I'm w i l l i n g  t o  do it. Okay. 

I f  you are so i n c l  ined t o  

MS. BRUBAKER: For purposes - - excuse me, 

Commi ssioner . For purposes o f  consi stency, I ' d suggest perhaps 

kind o f  a general page l im i ta t i on ,  a time frame be set  f o r  

post -workshop comments. 

CHAIRMAN JABER: They're going t o  t a l k  about tax  

issues, they can ' t  possibly be very long. 

MS. BRUBAKER: A l l  r i g h t .  

CHAIRMAN JABER: Give me guidance. How long - -  how 
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many pages do you th ink? 

MS. BRUBAKER: I wouldn't ant ic ipate any more than 

perhaps 30 would be needed. 

CHAIRMAN JABER: Okay. 

MS. BRUBAKER: A time frame o f  perhaps 30 days. 

CHAIRMAN JABER: That's way too many pages. 

MS. BRUBAKER: Way too  many. 

CHAIRMAN JABER: I j u s t  saw M r .  L i t c h f i e l d  - -  
MS. BRUBAKER: Less i s  pe r fec t l y  acceptable. 

CHAIRMAN JABER: Why don ' t  we leave i t  a t  that? 

MS. BRUBAKER: Okay. 

CHAIRMAN JABER: T h i r t y  pages, and less  i s  

preferable. And have those due i n  30 days? 

MS. BRUBAKER: Shall we make i t  May 28th? That would 

be the day a f t e r  Memorial Day and the day before the RTO 

workshop. 

CHAIRMAN JABER: No. L e t ' s  - -  w e ' l l  l e t  Ms. Brubaker 

n o t i f y  you by separate memo when your comments w i l l  be due. 

MS. BRUBAKER: Okay. 

CHAIRMAN JABER: Thank you f o r  your par t i c ipa t ion  

today. This workshop i s adjourned. 

(Workshop concluded a t  2 4 0  p.m.1 
- - - - -  
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