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I N  ATTENDANCE: 

WILLIAM COCHRAN KEATING and JENNIFER BRUBAKER, FPSC 

General Counsel's Off ice,  representing the S t a f f  o f  the Florida 

Pub1 i c Service Commission. 

ROBERTA BASS, FPSC Div is ion o f  Pol i c y  

Analysi s & Intergovernmental L i  a i  son . I 

MIKE NAEVE, representing GridFlorida. 

WILLIAM MILLER, representing Seminole E lec t r i c .  

BILL HETHERINGTON, representing Lee County E l  e c t r i  c 

Cooperative. 

HERMAN DYAL, BOB WILLIAMS and CINDY BOGORAD, 

representing Clay E l e c t r i c  Cooperative. 

FRED BRYANT and JOE LINXWILER, 

representi ng F1 o r i  da Muni c i  pal Power Agency. 

DOUGLAS JOHN, representing F1 o r i  da 

Muni c i  pal Group. 

P. G. PARA, representing Jacksonvi 11 e 

E lec t r i c  Authority. 

DAN FRANK, representing Reedy Creek 

Improvement D i s t r i c t .  

LESLIE PAUGH, representing Calpine, Duke 

Energy North America and Mirant. 

JOSEPH A. McGLOTHtIN, representing 

Re1 i ant. 
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BETH BRADLEY , JOE REGNERY and JOHN ORR, 

representing M i  rant. 

TIMOTHY PERRY, representi ng F1 o r i  da 

Indus t r ia l  Power Users Group. 
NATALIE FUTCH and BERNIE SCHROEDER, 

representing Trans - E l  ec t  

ROGER HOWE, representing the O f f i ce  o f  

Pub1 i c  Counsel 
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P R O C E E D I N G S  

CHAIRMAN JABER: Le t ' s  go ahead and get started. We 

have a l o t  t o  do today. 

M r .  Keating, do you want t o  s t a r t  wi th  the notice? 

MR. KEATING: Pursuant t o  notice issued May 15th, 

2002, t h i s  time and place have been set for a Commission 

workshop i n  Docket Number 020233-E1, Review o f  GridFlorida 

Regional Transmi ssi  on Organization Proposal . 

I 

CHAIRMAN JABER: Thank you, Mr. Keating. 

Commissioners, what I thought we would do instead o f  

taking appearances, 1 e t  the speakers, the presenters, give 

t h e i r  name p r i o r  t o  speaking. I th ink  tha t  would be the most 

e f f i c i e n t  way o f  handling it. For purposes o f  presentations, 

however, on my l i s t  I have the f i r s t  presentation w i l l  be made 

by the GridFlorida companies, t ha t  would be Power and Light,  

Power Corp, and TECO, and then I have presentations by 

i ntervenors , Semi no7 e €1 e c t r i  c Cooperative , Semi no1 e Member 

Cooperatives , F1 o r i  da Muni c i  pal Power Agency, F1 o r i  da Muni c i  pal 

Group, JEA, Reedy Creek Improvement D i s t r i c t  , M i  rant ,  Duke, 

Calpine, Reliant. My l i s t  shows them making a presentation 

together . 
MR. KEATING: That i s  my understanding, yes. 

CHAIRMAN JABER: FIPUG, OPC, Trans-Elect. I f  your 

name was not - - your organization was not ca l led out a minute 

ago, you need t o  see M r .  Keating, and we w i l l  get you on 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 

5 

l i s t .  But tha t  w i l l  be the order that  has been established 

thus f a r ,  and then I have the response by the GridFlorida 

companies, i f  necessary. 

Presentations w i l l  be l im i ted  t o  30 minutes. We w i l l  

be taking a break a t  1 2 0 0  o 'c lock for an hour. We w i l l  break 
from 12:OO t o  1:OO so tha t  you can govern yourselves 

accordingly. We w i l l  stay on t rack today and we w i l l  stay 

focused. 

other. Certainly,  don ' t  in te r rup t  the Commissioners when they 

are asking questions. Please t r y  t o  be as precise t o  the 

Commissioner questions as possible. 

Commissioners, j u s t  t o  remind you why we are here 

I w i l l  ask tha t  none o f  the presenters in te r rup t  each 

today and the purpose o f  the workshop. You w i l l  r eca l l  we 

issued an order l a s t  December f ind ing  i t  i n  the publ ic  in te res t  

t o  establ ish a Flor ida speci f ic  RTO f o r  the State o f  Florida. 

We said that  an RTO would provide benef i ts  t o  the s ta te  and 

long-term benef i ts  t o  u t i l i t y  ratepayers, and t ha t  GridFlorida 

companies were prudent i n  the proactive formation o f  an RTO. 

We did, however, require the GridFlorida companies t o  modify 

t h e i r  o r i g ina l  proposal and t o  spec i f i ca l l y  address whether the 

RTO should be p r o f i t ,  nonprofi t .  We wanted the proposal t o  be 

modified t o  r e f l e c t  an IS0 structure. I n  March, the 

GridFlorida companies d i d  make such a compliance f i l i n g .  

We also wanted the intervenors t o  have an opportunity 
t o  comment on tha t  modified proposal, and I hope tha t  we w i l l  
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accomplish tha t  today. We w i l l  hear from everyone who wishes 

to speak today. I intend t o  go as long as possible t o  give 

2veryone t h a t  opportunity today. Again, we w i l l  stay focused 

though on the 30-minute time l i m i t ,  and we w i l l  address where 

Me are a t  the end o f  the day w i th  respect t o  going forward. 

However, procedurally, we have established a time 'for 
post-workshop comments. 

you can be th ink ing about tha t  during t h i s  workshop, 

Eommissioners. I th ink  tha t  s t a f f  i s  scheduled t o  f i l e  a 

recommendation i n  July on everything re1 ated t o  today's 

dorkshop and on the new proposal wi th  an anticipated decision 

being made by us on August 6th. Okay. With tha t  we are going 

t o  get started. 

I believe those are due June 21st, so 

My notes say tha t  the GridFlorida companies are 

represented by Mike Naeve. Go ahead, Mr. Naeve. 

MR. NAEVE: Thank you very much. My name i s  Mike 

Naeve f o r  the record. 

Slate, Meagher, Flom, appearing on behalf o f  the GridFlorida 

sponsors. 

I am w i th  the law firm o f  Skadden, Arps, 

My i n i t i a l  r o l e  today i s  t o  summarize the changes 

that  the GridFlorida companies have made i n  response t o  the 

Commission's December 20th, 2001 order. These changes are not 

only the r e s u l t  o f  meetings among the GridFlorida companies, 

but also are the result o f  meetings with a number o f  the market 

par t ic ipants  i n  t h i s  process. I n  par t i cu la r  we r e l i e d  on the 

FLORIDA PUBLIC SERVICE COMMISSION 
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Stakeholder Advi sory Committee process proposed i n  the 

GridFlorida f i l i n g  tha t  was approved by FERC. And we had a 

var ie ty  o f  meetings w i th  the Stakeholder Advisory Committee 

seeking t h e i r  input and providing them with copies o f  what we 

intended t o  do and allowed them t o  respond. 

We have care fu l l y  considered a l l  o f  the comments tha t  

Indeed, a l o t  o f  the comments we we heard during that  process. 

heard were comments which we have heard before. There were a 

var ie ty  o f  issues tha t  have come up consistent ly throughout 

t h i s  en t i re  process. There are other issues which were raised 

and had been l i t i g a t e d  a t  FERC previously and there were a l o t  

o f  i ssues tha t  were new i ssues, very constructive suggestions. 

As I said, we care fu l l y  considered a l l  o f  them. We 

actual ly incorporated a great many o f  the changes tha t  were 

proposed t o  us, and we also anticipated a number o f  these 

concerns and incorporated them i n  the m a t e r i a l s  tha t  we had 

handed t o  the advisory committee. A l l  i n  a l l ,  although the 

advisory committee process was somewhat abbreviated given the 
time schedule on t h i s  proceeding, I th ink i t  was very helpful  

t o  us t o  hear the i r  views and, hopefully, our proposal i s  a 

better one because o f  the input we received. 

I would l i k e  now t o  summarize the basic changes that  

we made i n  our f i l i n g ,  and I w i l l  s t a r t  wi th changes t o  the 

governance section of the f i l i n g .  Essentially, i n  i t s  December 
ZOth, 2001 order the Public Service Commission instructed us t o  
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revise the structure so tha t  we no longer have a transmission 

owning RTO, instead we have a transmission - - an RTO tha t  

functions 1 i ke an independent system operator tha t  has control 

over transmission assets but does not own assets. We have 

complied w i th  tha t  request and we have converted the proposed 

GridFlorida structure from a transco t o  an independent system 

operator, which does not own assets but instead has control 

over assets. 

There are also a number o f  changes we made which were 

a d i rec t  consequence or f a l l o u t  from tha t  choice t o  go from a 

transmi ssion owning RTO t o  an i ndependent system operator . The 

f i r s t  o f  these changes i s  t ha t  we decided t o  convert the 

structure from a f o r - p r o f i t  e n t i t y  t o  a n o t - f o r - p r o f i t  en t i t y .  

Now, we o r i g i n a l l y  had proposed a f o r - p r o f i t  e n t i t y  f o r  several 

reasons, probably the two most important reasons were tha t  w i th  

a f o r - p r o f i t  company you would have an incentive t o  have good 

governance. And by that ,  I mean, you would have a board o f  

d i rectors  tha t  would be independent o f  market part ic ipants.  

The board o f  d i rectors  would be picked u l t imate ly  by 

shareholders which were not part ic ipants i n  the marketplace, so 

you had independence f o r  market part ic ipants i n  the governance. 

But wi th  the switch t o  an e n t i t y  t ha t  d i d  not own 

assets or any s ign i f icant  assets, we concluded the company 

would be t oo  small t o  do an I P O ,  and consequently too small t o  

have a broad shareholder base t o  e lect  o f f i ce rs .  So tha t  was 

FLORIDA PUBLIC SERVICE COMMISSION 
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one factor tha t  influenced our decision t o  go t o  a 

n o t - f o r - p r o f i t  company. 

Another reason we or ig ina l  l y  had wanted t o  have a 

f o r - p r o f i t  company i s  because we f e l t  the p r o f i t  motive, 

pa r t i cu la r l y  when combined w i th  incent ive ratemaking, would 

produce a strong incent ive fo r  t h i s  new organization t o  operate 

e f f i c i e n t l y  and e f fec t i ve ly .  And because u l t imate ly  the 

investor-owned u t i l i t i e s  would be the largest  customers o f  t h i s  

en t i t y ,  we wanted t o  have - - we wanted t o  be served by a 

company t ha t  was going t o  be e f f i c i e n t .  

We concluded, however, t ha t  i f  we switched t o  an 

e n t i t y  t ha t  d i d  not own assets, t ha t  would be bas ica l ly  very 

t h i n l y  capital ized, it would be very d i f f i c u l t  t o  achieve the 

p r o f i t  motive tha t  we wanted t o  see. This new e n t i t y  w i l l  have 

very high revenues, and these are the revenues it col lects  f o r  

transmission services. 

expenses t ha t  it w i l l  have w i l l  be those expenses, the 

obl igat ion t o  pay a l l  the par t i c ipa t ing  owners, the 

transmi ssion owners, t he i  r revenue requirement . The expenses 

and the revenues w i l l  be roughly the same. 

I t  w i l l  also have high expenses and the 

And combined w i th  very high revenues and very high 

expenses i t  w - i l l  also have a very, very small balance sheet. 

It w i l l  be, f rankly,  very easy fo r  very small f luctuat ions i n  

i t s  revenues t o  wipe out a l l  o f  i t s  equity. So an e n t i t y  l i k e  

tha t  simply can ' t  take much r i s k .  I f  there i s  any s ign i f i can t  
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change i n  revenues you wipe out equi ty completely because there 

i s  very l i t t l e  equity. You are going t o  have t o  f i l e  t a r i f f s  

w i th  the appropriate regulators tha t  bas ica l l y  transfer a1 1 o f  

your r i s k  t o  the other market part ic ipants.  This i s  what we 

have seen i n  Cal i forn ia and everywhere else where we have 

n o t - f o r - p r o f i t  - -  or, excuse me, where we have e n t i t i e s  t h a t  do 

not own transmission assets. They, i n  e f fec t ,  have t o  t ransfer 

r i s k  t o  the other part ies.  

An e n t i t y  l i k e  t h i s  simply doesn't qua l i f y  f o r  your 

t y p i  cal i ncenti ve ratemaki ng mechani sm . Under a t y p i  cal 

incentive ratemaking mechanism, you more or less lock i n  rates 

fo r  a period o f  time, encourage the e n t i t y  t o  go out and t ry  t o  

cut costs or increase throughput, and you make them take r i sks .  

They get the benef i t  o f  reduced costs o r  increased revenues, 

but they also take the r i s k  tha t  if revenues decrease or i f  

expenses increase tha t  i s  t h e i r  burden. A company l i k e  t h i s  

simply can ' t  accept t ha t  burden because i t  has v i r t u a l l y  no 

balance sheet, no equity, no real  economic substance. 

So for those reasons, we concluded tha t  the normal 

incentives tha t  one would hope t o  have associated w i th  a 

f o r - p r o f i t  company probably could not be put i n  place, and we 

chose t o  make i t  a n o t - f o r - p r o f i t  company. 

Now, why d i d  we decide t o  go n o t - f o r - p r o f i t ?  There 

are a couple of reasons. The f i r s t  i s  t o  comply wi th  the 

requests we received from a great many o f  the stakeholders. A 

FLORIDA PUBLIC SERVICE COMMISSION 
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number o f  the stakeholders, p a r t i c u l a r l y  i n  Florida, are 

n o t - f o r - p r o f i t  e n t i t i e s  themselves. They, from the very 

aegi nni ng , expressed a preference f o r  a not - f o r  - p r o f i t  ISO. 
Secondly, t o  avoid the appearance o f  c o n f l i c t  o f  

in terest .  Now, there are differences o f  opinion as t o  how r e a l  

these c o n f l i c t s  o f  in te res t  are. I th ink  we probably f e l t  they 

Meren't t h a t  s ign i f i can t ,  but they have been raised repeatedly 

by generators and others, and we f e l t  since the p r o f i t  

incentive would be roughly the same f o r  a n o t - f o r - p r o f i t  - -  
excuse me, the incentive t o  be e f f i c i e n t  would be roughly the 

same f o r  a n o t - f o r - p r o f i t  or a f o r - p r o f i t  e n t i t y  t ha t  doesn't 

have s ign i f i can t  assets, we concluded tha t  we should a t  least  

pay a t t e n t i  on t o  these concerns. 

The concerns were pr imar i l y  tha t  a transmission 

owning - - excuse me, a f o r - p r o f i t  transmission company might 

not have an even hand i n  the planning process, t ha t  i t  may 

favor transmission solutions over generation solutions. So by 

making i t  n o t - f o r - p r o f i t ,  hopefully, t ha t  potent ia l  appearance 

o f  c o n f l i c t  o f  in te res t  goes away. 

And then, secondly, there i s  the appearance tha t  an 

RTO tha t  i s  a f o r - p r o f i t  company and i t  i s  i n  the business o f  

operating not only the transmission business, but also 
operating the anc i l l a ry  service markets, these are generation 

markets t h a t  it might not play an even hand i n  the 

administration o f  those markets because i t  may have an 

FLORIDA PUBLIC SERVICE COMMISSION 
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it may have an 

lary service 

company, t ha t  

appearance o f  c o n f l i c t  o f  in te res t  l ikewise goes away. 

So f o r  those basic reasons, we not only followed your 

inst ruct ions t o  make t h i s  e n t i t y  an e n t i t y  t ha t  does not own 
transmission assets, but based on tha t  decision we also decided 

t o  make i t  a n o t - f o r - p r o f i t  enterprise. 

Now, again, one o f  our i n i t i a l  concerns was tha t  we 

wanted t h i s  company t o  have the incentive t o  perform 

e f f i c i e n t l y ,  because again we are s ign i f i can t  customers o f  t h i s  

new enterprise. Our conclusion was tha t  i f  i t  has no 
substantial assets o r  balance sheet, i t  i s  very hard t o  put 

those incentives i n  place, but we did,  nonetheless, t ry  t o  

focus on how one might incent (s ic )  an enterprise l i k e  t h i s  t o  

be more ef fect ive.  That even though p r o f i t  incentives we 

concluded may not be tha t  e f f i c i e n t  f o r  t h i s  type of 

organization, we d id  feel tha t  perhaps personal incentives fo r  

management o r  the board c o d  d be ef fec t i ve .  

So i n  response t o  tha t  desire t o  - - i t ' s  a desire, 

frankly, not  only o f  the companies, but I th ink  a desire of 

t h i s  Commission as wel l ,  t o  f i n d  ways t o  make t h i s  e n t i t y  

perform more e f f i c i e n t l y ,  we have included provisions i n  our 

filing t h a t  require i t  t o  h i r e  an outside consultant t o  help 

op performance incentives for the management and them deve 

FLORIDA PUBLIC SERVICE COMMISSION 
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po ten t ia l l y  for the board. We require them t o  make publ ic the 

report  o f  that  consulting firm, t o  give a copy o f  i t  t o  the 

advisory committee, and we also require tha t  the board disclose 

t o  the publ ic the compensation programs f o r  i t s  management and 

the board members. 

Now, once you go from a f o r - p r o f i t  company t o  a 
I 

n o t - f o r - p r o f i t  company, we concluded tha t  i t  i s  appropriate t o  

step back and look a t  how the board was composed t o  see i f  any 

changes are necessary there, and we decided t o  make a couple o f  

changes i n  l i g h t  o f  t h i s  change. The f i r s t  i s  tha t  because 

there w i l l  - -  t h i s  w i l l  be a n o t - f o r - p r o f i t  company and w i l l  

not have an IPO,  which was an important factor t o  us a t  the 

beginning, there were cer ta in  factors maybe tha t  weren’t as 

important. 

We were t o  

were going t o  do an 

company, the capi ta l  

d by our investment bankers tha t  i f  we 

n i t i a l  placement o f fe r ing  for t h i s  

markets would look very care fu l l y  a t  the 

type o f  board members tha t  we had running the company. They 

would want t o  see board members experienced i n  running pub1 i c  

companies. And fo r  tha t  reason we included i n  our or ig inal  

f i l i n g  a requirement t h a t  a t  least  e ight o f  the board members 

have s ign i f i can t  experience as ei ther o f f i ce rs  or directors o f  

publ ic companies. We wanted the I P O  t o  be successful. 

Now we are not going t o  have an IPO. We anticipated 
tha t  many o f  the stakeholders who had objected t o  t h a t  
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requirement from the very beginning would continue t o  object t o  

it, and the reasons t h a t  we had ar t icu la ted for having tha t  

requirement are no longer present, so we proposed a t  the outset 

t o  el iminate tha t  requirement tha t  the board members have - -  
tha t  e ight o f  the board members have a background as e i ther  

o f f i ce rs  or  directors o f  publ ic companies. So tha t  particul'ar 

requi rement now has been e l  i m i  nated. 

We also added a requirement - - as a goal, not a 

requirement, but a goal t ha t  the composition o f  the board 

r e f l e c t  a d i v e r s i t y  o f  backgrounds. And d i v e r s i t y  can be 

measured i n  a l o t  o f  d i f f e ren t  ways. One way, o f  course, i s  

t ha t  we f e l t  it important t ha t  the experiences o f  the members 

of the board not be j u s t  res t r i c ted  t o  the u t i l i t y  industry, 

but tha t  they come from a var ie ty  o f  d i f f e ren t  industr ies. We 

also wanted t o  see a var ie ty  o f  competencies on the board; 

accounting, engineering, ethics, legal ,  so for th .  And then, 

f ina l l y ,  we also f e l t  i t important t h a t  the board r e f l e c t  the 

population tha t  i t  served, the people o f  Florida. 

And, f ina l ly ,  we decided t o  reduce the size o f  the 

board. And we did t h i s  p r imar i l y  because as we went from a 

p r o f i t  t o  a not -  f o r - p r o f i t  company we d i d n ' t  want - - we wanted 

board members t o  be engaged i n  t h i s  process. And we have seen 

too many n o t - f o r - p r o f i t  e n t i t i e s  tha t  have very large boards 

and the board members tend not t o  be as engaged as we would 

hope. So we decided t o  go from a nine-person board t o  a 
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;even-person board, so tha t  the board members f e l t  t ha t  t h i s  

vas a very smal l  group, tha t  they had t o  be t o t a l l y  engaged i n  

th is  a c t i v i t y  and focused on what was going on. We f e l t  by 

reducing the size they would be more e f f i c i e n t ,  but they would 

also feel t ha t  they were more accountable and responsible f o r  

the operations. 
. 

The change from a f o r - p r o f i t  company t o  a 

not - f o r  - p ro f  i t company a1 so requi red another rev i  sion. Thi s 

revision re la tes t o  how we select board members. Again, i n  our 

w i g i n a l  f i l i n g ,  we anticipated tha t  i n  the long-run board 

nembers would be chosen by stakeholders. This was a good th ing  

because stakeholders were independent o f  people who par t i c ipa te  

i n  t h i s  marketplace. Unfortunately - - and i t  was a1 SQ a good 

thing because i t  meant tha t  board members would be accountable 

t o  somebody, and they are accountable t o  somebody other than 

market part ic ipants.  

Now, unfortunately, we won't have shareholders i n  the 

future t o  select those board members, so we had t o  f i n d  a new 

way o f  p icking the board members. In our other proposal we had 

the f i r s t  set o f  board members chosen by a board selection 

committee made up o f  stakeholders. That i s  not the best th ing  

i n  the world, but i t  i s  about the only option you have, i f  you 

don ' t  have an independent group t o  select the board members. 

What we decided t o  do was t o  keep that board 

selection committee on a permanent basis so tha t  i n  the fu ture 
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as there are vacancies on the board or  as there may appear the 

need t o  remove a d i rector ,  we have an organization i n  place t o  

pick new board members or t o  remove directors.  We f rank ly  had 

two al ternat ives on t h i s  one: One was t o  use the board 

selection committee t o  select the i n i t i a l  board and then l e t  

the board members themselves p ick replacement directors,  a ’ 

so- c a l l  ed sel f - perpetuati ng board. Thi s type o f  board has been 

proposed f o r  ISOs i n  the past. It has been approved by FERC 

f o r  the or ig ina l  Entergy IS0 t ha t  they had proposed. But, 

qu i te  f rankly,  we thought tha t  t ha t  type o f  board would become 

too inbred. That they would begin t o  replace vacancies wi th  

colleagues and friends and a t  some point  i t  may become too 

weakened and too irresponsible a board. 

We f e l t  the board should be responsible t o  somebody 

other than j u s t  themselves. So we decided t o  go w i th  the next 

best choice, or  actua l ly  the bet ter  choice than that ,  next best 

only t o  independent select ion through shareholders, and tha t  i s  

t o  perpetuate the stakeholder select ion process, t h i  s board 

selection committee so tha t  the stakeholders and the market 

par t ic ipants  are involved i n  select ing board members and also 

are involved i n  removing board members. 

The composition o f  the board selection committee i s ,  

essent ia l ly ,  the same as it was i n  the l a s t  f i l i n g  w i th  one 

change. In the last  f i l i n g  we had the three investor-owned 
u t i l i t i e s ,  essent ia l ly ,  shared a seat on the board selection 
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committee. It was an eight-person committee. The other seats 

were composed o f  representatives from the d i f f e ren t  stakeholder 

advisory groups. We d i d  hear compl a i  n ts  from the stakeholder 

advi sory groups tha t  t h i  s process permitted the investor - owned 

u t i l i t i e s  t o  have too much inf luence over the composition o f  

the board. And i n  response t o  tha t  we decided t o  add a n in th  

seat t o  be chosen by the stakeholder advisory committee so as 

t o  reduce the overal l  impact o f  the votes o f  the investor-owned 

u t i  1 i t i e s  . 
We have provided tha t  the committee w i l l  e lec t  

d i rectors  by a simple major i ty  vote, i n  other words, f i v e  out 

o f  nine votes, and tha t  they require two-thirds vote t o  remove 

d i rectors .  Under t h i s  formulation, the investor-owned 

u t i l i t i e s  can e i ther  cause a d i rec to r  t o  be approved. They 

would on ly  have three votes o f  nine; they would need f i v e  t o  

approve a d i rector .  They cannot remove a d i rec to r ,  amd they 

can ' t  block the removal o f  a d i rector .  

The applicants, again, i n  l i g h t  o f  the fac t  tha t  we 

now have a n o t - f o r - p r o f i t  company, also chose t o  make some 

changes i n  the manner in which the board conducts i t s  business. 

CHAIRMAN JABER: M r .  Naeve, are you leaving the board 

col 1 e c t i  on process? 

MR. NAEVE: Yes, I'm through. 

CHAIRMAN JABER: I need t o  back up and see i f  I 

understand the modification. You said you have gone - -  you 
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have reduced the size o f  the board from nine t o  seven. So wi th  

respect t o  the applicants' concerns re la ted t o  the removal o f  

the board members and adding tha t  n in th  seat, t ha t  i s  i n  the 

old proposal . 
MR. NAEVE: Well, actua l ly  I should have - -  there i s  

the board i t s e l f  which only has seven seats now, tha t  includes 

the chair  o f  the board. 

CHAIRMAN JABER: Okay. 

MR. NAEVE: Then there i s  a separate issue of how do 

you p ick the board, and we have a special committee f o r  picking 

the board known as the board selection committee. That board 

selection committee has nine people on it. Three o f  those nine 

people w i l l  be representatives o f  the investor-owned u t i l i t i e s  

i n  Peninsular Florida. 

o f  the eight.  We have now gone t o  three o f  nine. But those 

nine members o f  tha t  board selection committee p ick the seven 

board members. 

In the previous approach we had three 

I'm sorry i f  I was a l i t t l e  confusing. 

CHAIRMAN JABER: Okay. So three w i l l  be 

representatives of IOUs. 
MR. NAEVE: That 's r i g h t .  

CHAIRMAN JABER: And who are the other s ix? 

MR. NAEVE: They represent - - wel l ,  f i v e  o f  the other 

s i x  are chosen by the d i f f e ren t  stakeholder groups. And then 

the l a s t  one, the ninth i s  picked by the advisory committee. 

CHAIRMAN JABER: Okay. Now, how are the three 
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representatives o f  the IOUs selected and how are the f i v e  

chosen by the stakeholders? Give me more speci f ics.  

appl icat ion process t h a t  w i l l  - -  

Is i t  an 

MR. NAEVE: Well, w i th  respect t o  the IOUs, each IOU 

w i l l  designate a representative. With respect t o  the 

stakeholders, tha t  we have stakeholder groups i den t i f i ed  i n  'the 

by-laws, and each stakeholder group w i l l  choose t h e i r  own 

representative. 

Just as an aside, we have found through our 

experience i n  the l a s t  time around i n  attempting t o  choose 

d i rectors  tha t  i t  i s  important t o  t ry  t o  designate senior 

persons t o  serve on t h i s  committee. Each o f  the u t i l i t i e s  the 

l a s t  time had add i t iona l l y  designated representatives t o  be on 

the committee and then a f t e r  meeting with the consultant tha t  

we h i red  t o  help us p ick  board directors,  he advised us tha t  we 

are goi ng t o  be i nte rv i  ewi ng candidates tha t  are very senior 

people and tha t  we should have them interviewed by very senior 

people. So consequently each of the three u t i l i t i e s  replaced 

t h e i r  representatives on the board select ion committee with 

senior o f f i ce rs .  I th ink  i n  most cases i t  was the presidents 

o f  the u t i l i t i e s .  

So we are hopeful tha t  the ind iv iduals  who serve on 

t h i s  board selection committee w i l l  be d i f f e ren t  perhaps than 

the ind iv iduals  who are on the advisory committee. The 

advisory committee tends t o  be a working group leve l ,  these are 
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experts who are involved day-to-day i n  the 

o f  advising the RTO. 

But f o r  the board selection committee t h e i r  function 

i s  s l i g h t l y  d i f f e ren t ,  and tha t  i s  t o  p ick high qua l i t y  

indiv iduals t o  serve on t h i s  board. And you can ' t  always get 

who you would l i k e .  You have t o  persuade them t o  serve on the 

board, too. So you want them i n  the interview process t o  

perceive tha t  t h i s  i s  a very important job. And tha t  

perception i s  driven i n  par t  by who you put up there, who i s  

w i l l i n g  t o  set t h e i r  t i m e  aside t o  interview them. So we hope 

tha t  t h i s  w i l l  be a higher level  group than the advisory 

committee i t s e l  f. 

CHAIRMAN JABER: Okay. The board selection 

committee, those nine people w i l l  decide on the seven 

person- board o f  the ISO? 

MR. NAEVE: That i s  correct. 

CHAIRMAN JABER: Now, what w i l l  tha t  select ion 

process be? W i l l  they be i n  a pos i t ion t o  take applications 

and recommendations from a l l  the stakeholders? 1 ask these 

questions because one o f  the  assertions by the intervenors i s  

tha t  the board - -  and I'm assuming they mean the board o f  the 

IS0 - -  i s  weighted toward the applicants. So I ' m  t r y i n g  t o  

f lesh out how tha t  select ion process w i l l  be conducted. 

MR. NAEVE: No, actual ly,  I think the board o f  the 

IS0 i t s e l f  w i l l  not be composed of anybody representing a 
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ISOs and one, o f  course, goes t o  who i s  on the board itse 
lo  you have representatives from each of the stakeholders 
on the board or do you have an independent board composed 
people who have no stake i n  the game. 

And i n i t i a l l y  the very f i rs t  few ISOs t h a t  were 

market participant. There are a couple o f  approaches t h a t  
people have taken i n  the past for choosing board members for 

f. 

serve 
o f  

. 

organized had stakeholder boards where they had representatives 
from the generators, the uti l i t ies,  the marketers and so forth, 
they actually made up the board of the ISO. That  process 
proved, I t h i n k ,  not t o  be a very good one. In fact, the 

original California board was a stakeholder board. And w h a t  

you found was i t  was run like a political organization; I will 

swap my vote on this i ssue i f  you will give me your vote on 
t h a t  issue, and frequently there was deadlock on a l o t  o f  

issues 

The trend these days, and I t h i n k  i t  i s  a unanimous 
trend, is  t h a t  we should actually pick board members who are 
independent o f  this whole process, t h a t  have no stake i n  the 
game and who when they make board decisions aren't representing 
anybody bu t  their own best view as t o  what  i s  the right th ing  

t o  do. 
CHAIRMAN JABER: Okay. 
MR. N A E K :  So we have an independent board, there i s  

no representation from IOUs or f o r  t h a t  matter from anybody 
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zlse. The next question i s  who gets t o  pick them. And we do 

have a stakeholder group tha t  gets t o  p ick them. This wasn't 

3ur f i r s t  choice. Our f i r s t  choice was t o  j u s t  l e t  

shareholders pick them because those people are independent 

also. But because we won't have any shareholders we had t o  

f ind  another way t o  do it. And the other way t o  do i t  was t o  

come up w i th  a stakeholder group and l e t  them pick the board. 

50 we wanted t o  have - - there i s  a competing tension here. On 

the one hand you want the stakeholder group t o  be big enough 

that you have a diverse representation o f  a l l  the stakeholder 

part ic ipants on tha t  committee. But on the f l i p  side, you want 

it t o  be a smal l  int imate working group so tha t  when par t ies 

come i n  t o  be interviewed for posit ions they aren ' t  confronted 

Mith an army o f  people, t ha t  they are confronted w i th  a small 

group o f  high level  indiv iduals.  

A l o t  o f  people who a re  applying for these types o f  

positions expect con f ident ia l i t y .  They don' t  want i t  known t o  

the world tha t  they are making themselves avai lable f o r  one o f  

these board positions. And t o  the extent tha t  they have t o  

come in and interview w i th  a very large crowd, t h e i r  

expectations o f  con f i den t ia l i t y  are threatened. So our 

consultants t o l d  us t o  make t h i s  group as smal l  as you can and 

as int imate as you can. It w i l l  work together wel l ,  and It 

w i l l  a lso ,  though, make it easier on the people you want t o  

a t t r a c t  and persuade t o  serve on t h i s  board. So we were t r y i n g  
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t o  reach a balance here. A number o f  people recommended tha t  

inle make the advisory comm t t e e  the board select ion committee. 

The advisory committee i s  a larger group, and we f e l t  t ha t  was 

too b i g  a group based on - -  f rank ly  on two things, based on the 

recommendation o f  the consultant we had l a s t  time, but also 

j u s t  based on the way i t  worked l a s t  time. The experience we 

had s i t t i n g  i n  the room and interviewing these candidates. So 

Ne t r i e d  t o  reach a balance here. 

We added a n in th  member t o  k ind o f  water down the 

votes o f  the investor-owned u t i l i t i e s ,  because tha t  was a 

complaint we heard, t ha t  we had too many votes. I w i l l  say 

th i s ,  though, tha t  the investor-owned u t i l i t i e s  represent - - 

they have, you know, one- th i rd  of the votes, but they 

represent, I think,  84 percent o f  the transmission assets and 

an equal l y  high percentage o f  a1 1 the - - they represent, you 

know, I ' m  sure in excess o f  80 percent o f  the r e t a i l  customers 

i n  Flor ida tha t  are served, too. And they are the only members 

o f  the board, I believe, t ha t  are subject t o  the j u r i sd i c t i on  

o f  t h i s  Commission. So we thought i t  was an appropriate 

bal ance. 

CHAIRMAN JABER: Okay. And I have one f i n a l  question 

wi th  respect t o  some o f  the comments f i l e d  by the intervenors. 

There has been a request t ha t  the PSC stay involved i n  the 

board selection process. And my question i s  t h i s :  As i t ' s  

re la tes t o  the board selection committee, the board o f  the ISO, 
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3 r  the advisory committee, d i d  you envision a seat f o r  the PSC? 

MR. NAEVE: One o f  the s lo t s  set aside on the board 

selection committee i s  f o r  governmental en t i t i es .  And we 

anticipated tha t  t h i s  Commission may choose t o  want t o  serve 

that function. But we, frankly, weren't e n t i r e l y  comfortable 

saying tha t  you should have a seat on there because we weren't 

sure you would want a seat on there. So, the opportunity i s  

there f o r  t h i s  Commission t o  par t i c ipa te  should i t  choose t o .  

CHAIRMAN JABER: That i s  from the f i v e  s lo ts  tha t  are 

chosen by the stakeholders? 

MR. NAEVE: Le t ' s  see, there are - -  tha t  i s  one o f  

the f i v e  s lo ts ,  and tha t  s l o t  i s  designated as a n o t - f o r - p r o f i t  

and governmental. But we assume tha t  i f  t h i s  Commission wanted 

t o  have tha t  s l o t  i t  would be able t o  get it. 

CHAIRMAN JABER: Thank you. 

MR. NAEVE: 

about how the board conducts i t s  business when i t  does meet. 

4nd we f e l t  tha t  i n  l i g h t  o f  t h i s  now being a n o t - f o r - p r o f i t  

company, some o f  the ru les  t h a t  we had previously established 

f o r  how i t  conducts i t s  business can be modified t o  accommodate 

stakeholder concerns. 

I am now going t o  switch topics and t a l k  

Original ly we had had a l o t  o f  requests tha t  the 

meetings o f  the board be open t o  the publ ic.  We had resisted 

those requests, l a rge ly  because i t  was a f o r - p r o f i t  company and 

f o r - p r o f i t  companies frequently discuss a t  t h e i r  board meetings 
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Issues which issues which are not publ ic  information normally. 

can a f fec t  t h e i r  stock pr ice,  which i f  disclosed, might be a 

v io la t i on  o f  some o f  the secur i t ies ru les  and so fo r th .  So we 

f e l t  t ha t  as a f o r - p r o f i t  company i t  should conduct i t s  board 

meetings much l i k e  f o r - p r o f i t  companies do, and tha t  i s  large ly  

i n  pr ivate.  We are not a f o r - p r o f i t  company anymore, so we' 

decided t o  accede t o  some o f  the requests from many o f  the 

stakeholders tha t  the meetings be open t o  the publ ic.  

We also, o f  course, wanted t o  be balanced about t h i s .  

We wanted t o  provide publ i c  access t o  the decision-making 

meetings o f  the board, but a t  the same time we d i d n ' t  want t o  

so handicap the board w i th  process t h a t  i t  couldn't  be 

e f f i c i e n t  or  e f fect ive.  So, i n  e f fec t ,  what we chose t o  do i n  

s t r i k i n g  t h i s  balance i s  t o  require the board t o  open i t s  

meetings t o  the publ ic  f o r  a l l  decision-making meetings. So t o  

the extent t ha t  the board i s  going have a meeting and i t  i s  a 

decision-making meeting, wi th one exception, tha t  those 

meetings have t o  be open t o  the publ i c .  

We also had received a request i n  the past t ha t  the 

advisory committee be able t o  attend board meetings. And, 

again, when i t  was a f o r - p r o f i t  company, we f e l t  t h a .  the board 

should have d iscret ion over what they do a t  t h e i r  board 

meetings and don ' t  do, but on the other hand we f e l t  t ha t  the 

advi sory committee was an important organization and the board 

should have the benef i t  o f  i t s  input. 
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So, previously we had struck a balance and said t h a t  
the board must hear from the advisory committee a t  least four 
times a year. We have now revised t h a t  t o  say t h a t  the 
advisory committee should be able t o  make presentations t o  the 
board a t  any o f  i ts  public meetings. 

Now, I mentioned t h a t  there i s  one exception Lo the 
requirement for pub1 ic  meetings and t h a t  i s  we recognize t h a t  
boards, even not - for-profi t boards sometimes have t o  discuss 
very confidential matters. 

Confidentiality can relate t o  a l o t  of things,  and 

I'm not sure we can define a l l  o f  them this far i n  advance, but  

some of them would be issues like when you settle l i t i g a t i o n  or 
whether you might want t o  bring a complaint against a market 
participant. And if you haven't decided yet t o  bring t h a t  
complaint, you d o n ' t  want t o  necessarily f l a g  i t .  They may 

turn out t o  be completely innocent of t h a t  complaint. So you 

may want t o  do your investigation f i r s t ,  or whether t o  
investigate somebody, or a variety of other sensitive matters, 
empl oyment i ssues, compl a i  nts against i ndi v i  dual board members, 
or complaints against employees, t h a t  sort of stuff. 

So we d i d  provide an exception t o  the requirement 
t h a t  they have - -  t h a t  a l l  o f  their meetings be - -  t h a t  a l l  o f  

their decision-making meetings be open t o  the public, and t h a t  
exception i s  when they are meeting i n  executive session t o  

discuss confidential matters. 
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Now, t o  fur ther promote openness, we required that  

notices o f  these publ ic meetings be made avai lable t o  the 

public, t ha t  agenda m a t e r i a l s  tha t  are going t o  be d is t r ibuted 

t o  the board members also be d is t r ibuted i n  advance t o  the 

public t o  the extent tha t  they are avai lable and i t  i s  

pract ical  . We a1 so required tha t  minutes o f  board meetings 'be 

posted on the website. Although we d id  permit, o f  course, a 

redaction o f  those minutes where appropriate f o r  these 

executive sessions where they discuss conf ident ia l  materials. 

So we have made a great many changes t o  make t h i s  process more 

open t o  the sunl ight, t o  i n v i t e  part ies t o  come i n  and 

par t ic ipate i n  the process. 

But, again, we wanted t o  draw a balance. We wanted 

the board t o  s t i l l  be able t o  operate e f f i c i e n t l y .  We were 

very e x p l i c i t  that  the board can meet i f  i t  doesn't make - - if 
it i s  not i n  a decision-making mode, that  board members can 

meet without having publ ic not ice and opportunity fo r  the 

publ ic t o  part ic ipate.  We wanted board members t o  be able t o  

get together t o  be educated, f o r  educational sessions, t o  be 

ab1 e t o  meet among themsel ves t o  a i  r compl a i  nts. 
Frequently i t  i s  not uncommon for two or three board 

members i f  they feel tha t  the d i rect ion o f  the board i s  moving 

i n  the wrong d i rect ion t o  want t o  k ind o f  meet p r iva te ly  ahead 

o f  t ime and compare notes, t h i s  type o f  thing. We wanted tha t  

type o f  th ing  t o  happen. We wanted t o  have a f ree and open 
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exchange among the board members, so we d id  not require publ ic 

meetings when they are not operating i n  a decision-making mode, 
when they are merely meeting fo r  educational purposes, f o r  

internal  discussions, f o r  these types o f  things. But when they 

are making decisions, those decisions have t o  be made i n  a 

publ i c meeting on the record 

apply t o  committees o f  the board. To 

t tees o f  the board are not making 

sions, they can meet among themselves t o  discuss items. 

t o  the extent tha t  - -  and normally, by the way, a committee 

would not be delegated decision-making author i ty.  And I th ink 

we have an adjustment i n  our f i n a l  proposal on t h i s ,  but t o  the 

extent t ha t  the committees are actual ly delegated the power t o  

make decisions, we would want those decisions t o  be made i n  

publ i c meetings, as we7 1 . 
I would 1 i ke t o  tu rn  t o  some o f  the - - tu rn  away from 

governance now and tu rn  t o  some o f  the other decisions and 

changes tha t  we made. 

preserved the pr ic ing  formulation tha t  was approved by FERC and 

tha t  you have previously seen wi th  a couple o f  changes, but 

f i r s t  t o  describe what we have kept. We have kept the ten-year 

phase-in from zonal rates t o  a system-wide rate. We have 

continued the phase out o f  revenue recovery from ex is t ing 

contracts, transmission contracts, and we have continued the 

,phase-in o f  credi ts for TDU f a c i l i t i e s .  

I n  the pr ic ing  area, we have largely  
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But we have made s ign i f i can t  changes. The most 

s ign i f i can t  o f  which i s  t ha t  we have attempted t o  preserve the 

Public Service Commission's j u r i sd i c t i on  over transmission f o r  

bund1 ed r e t a i  1 service. Our or ig ina l  proposal had transmission 

owners purchasing transmission service from the RTO t o  the 

extent t ha t  they are using transmission t o  serve t h e i r  bundled 

load. And t h i s  was the case under our or ig ina l  proposal 

dhether you had transferred your transmission assets t o  the 

RTO, as Flor ida Power and L ight  and TECO would have done. They 

would have had t o  buy transmission service for t h e i r  bundled 

load from the RTO, o r  even i f  you retained ownership o f  your 

transmission assets, as Power Corp had proposed t o  do, they 

s t i l l ,  nonetheless, would have had t o  buy transmission service 

from the RTO. 

Now, why d i d  we do tha t  a t  the time? We d i d  tha t  

because we believed tha t  i t  was a FERC requirement under Order 

2000. So we f e l t  we were doing what we were required t o  do and 

had t o  do t o  comply wi th Order 2000. More recently, however, 

FERC has c l a r i f i e d  what they intended i n  Order 2000, and i n  a 

Midwest IS0 order FERC approved a phased-in approach i n  which 

bundled r e t a i l  load i n i t i a l l y  would not be under the RTO 

t a r i f f .  Eventually i t  would be phased i n  where i t  was, b u t  a t  

leas t  a t  the outset, f o r  the f i r s t  s ix years i n  the case of 

MISO, the bundled r e t a i l  load would not have t o  take service 

under the MISO tariff. 
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As a resu l t  o f  the FERC's decision i n  MISO, i t  
31so - - and, f rankly,  as a resu l t  o f  your order, as well  , 

2xpressing a desire t o  maintain your j u r i sd i c t i on  over 

transmission used i n  bundled r e t a i l  service, we have revised 

i u r  t a r i f f  so tha t  non-TDU customers w i l l  have the option t o  

zxempt t h e i r  bundled r e t a i l  service load from the zonal 

Zharges. And a l l  three o f  the investor-owned u t i l i t i e s  are 

going t o  choose tha t  option. This opt ion w i l l  apply fo r  the 

f i r s t  f i v e  years o f  RTO operation, so we have a f ive-year 

Dhase-in. This i s  consistent w i th  the or ig ina l  f i l i n g  tha t  M 

I 

nade w i th  the phase-in beginning i n  years s i x  through ten o f  a 

system-wide rate.  

Customers, transmission customers, s t i  11 w i  11 have t o  

pay the g r i d  management charge. This w i l l  be outside - -  t h i s  

M i l l  be a separate charge now on top o f  the charge f o r  bundled 

r e t a i l  service. There i s  the zonal charge. They w i l l  have t o  

pay the g r i d  management charge. They won't have t o  pay charges 

associated w i th  the cost s h i f t  mechanisms which include the TDU 

credi ts  and the phase-in for system-wide rates, and, also, 

charges associated w i th  grandfathered agreements. So tha t  i s  

the f i r s t  primary change we made. 

The second change we made i s  t ha t  we revised the 

dates fo r  def in ing what are new f a c i l i t i e s  and grandfathered 

contracts. New f a c i l i t i e s ,  the cost o f  new f a c i l i t i e s  are not 

included i n  zonal rates, they are instead included i n  
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region-wide rates. And grandfathered contracts are locked i n  

through the phase-out period. They are k ind o f  phased out i n  

years f i v e  through ten. So the question i s  what i s  the new 

f a c i l i t y ?  What i s  the date f o r  deciding what i s  a new 

f a c i l i t y ,  and what i s  the date f o r  deciding what i s  an o l d  

grandfathered contract as opposed t o  a new contract. We 

previously had set these dates t o  coincide wi th  the s ta r t -up  

date, the anticipated s ta r t -up  date for GridFlorida, which was 

i n i t i a l l y  December 15th, 2000. That was the day speci f ied i n  

Order 2000 by which we had t o  be up and running. So we used 

those as the dates fo r  those two de f in i t ions .  

I t  now i s  clear tha t  we are not going t o  meet t h a t  
date, so we have revised these dead1 ines t o  comply w i th  the 

future s ta r t -up  date, and we are going t o  use December 31st, 

which i s  a convenient time f o r  accounting periods and i t  w i l l  

be the year o f  commercial operations for GridFlorida. 

A t h i r d  p r i c ing  change t h a t  we have implemented i s  

t ha t  we have included a request f o r  a recovery clause mechanism 

for incremental GridFlorida charges. These incremental charges 

include the g r i d  management charge, the TDU credi ts,  and the 

charges f o r  the phase-in from region - -  from zonal t o  

region-wide rates. We bel ieve the recovery clause i s  

appropriate because the costs tha t  woul d be recovered are 

i ncremental t o  the cost current1 y bei ng recovered, they are 

outside the control o f  the u t i l i t i e s ,  and they a re  costs which 
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are unpredictable and a t  t h i s  stage cannot be forecast w i th  any 

preci si on. 

With respect t o  market design - -  we are now changing 

from p r i c i n g  t o  market design. We have presented a couple o f  

options t o  t h i s  Commission wi th  respect t o  bids f o r  the 

balancing market and bids f o r  congestion management . One 

option would a1 low companies t o  receive the market c lear ing 

pr ice regardless o f  what they bid. A second option would 

require companies t o  - -  would allow companies t o  be paid only 

what they b id .  This Commission directed us t o  go w i th  the pa: 

as you b i d  or pay what you b i d  approach, so we have revised our 
proposal t o  include that .  

With respect t o  control areas, the or ig ina l  

GridFlorida f i l i n g  allowed u t i l i t i e s  t o  re ta in  t h e i r  control 

areas, t o  have in ternal  control areas w i th in  the GridFlorida 

structure. Flor ida Power Corp had elected t o  have an internal  

control area. TECO and Flor ida Power and Light,  who are 

turn 

that  

re ta  

ng over control o f  t h e i r  transmission assets, chose a t  

time not t o  have in ternal  control areas. 

Now tha t  TECO and Flor ida Power and Light are 

ning t h e i r  assets and we are having a n o t - f o r - p r o f i t  ISO, 
FPL and TECO have decided t o  choose the option o f  re ta in ing 

in ternal  control areas. Also, one other change tha t  we have 

implemented w i th  respect - -  I ' m  sorry, t h a t ' s  FPL, not TECO. 

FPL has chosen t o  re ta in  i t s  in ternal  control area. 
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Final ly ,  wi th respect t o  the balancing market and 

Congestion management , there was no requirement i n i t i a l  l y  and, 

indeed, there s t i l l  i s  no requirement, wi th one exception, that  

part ies b i d  decs i n t o  the balancing and the congestion 

nanagement market. These decs are o f f e r s  t o  decrease 

generation or of fers  t o  increase load. The concern came up ' 

that by not requir ing part ies t o  o f f e r  decs, there po ten t ia l l y  

could be an oversupply o f  generation and no way t o  br ing load 

in to  balance. So we have added a feature tha t  says t o  the 

extent t ha t  a control area i s  out o f  balance and i t  doesn't 
bring i t s e l f  i n t o  balance, the RTO can order the control area 

t o  submit dec bids f o r  purposes o f  bringing the control area 

i n t o  bal ance: 

In the planning area we have revised the planning 

protocol. This has at t racted qui te  a b i t  o f  attention. I'm 
sure we w i l l  t a l k  more about i t  today. Essent ia l ly  what we d id  

i s  i n  recognizing tha t  we are changing the structure o f  

GridFlorida from a transmission asset-owning e n t i t y  t o  a 

n o t - f o r - p r o f i t  e n t i t y  t ha t  does not own transmission assets, we 

went back t o  the drawing board and looked a t  the planning 

protocol t ha t  have been f i l e d  by FERC by s i m i l a r  e n t i t i e s  t o  

see i f  there are any s ign i f i can t  differences i n  the way they do 

t h e i r  planning and the way we do our planning. 

And we adopted the planning protocol approved by the 

Commission f o r  the Midwest ISO, which i s  a n o t - f o r - p r o f i t  ISO. 
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I t h i n k  i n  many ways the changes here are not so great as they 
might i n i t i a l l y  appear t o  be. And as I say, later today we 
will probably have a detailed discussion of t h a t  very point .  

In brief summary, though, under the revised planning 

protocol , the RTO st i  11 w i  11 have the ultimate responsi bi 7 i t y  

for planning. They will s t i l l  be the interface for 
transmission requests and expansions re1 ated t o  transmission 
requests. They will s t i l l  be the interface for interconnection 
requests, whether by load or  by generators. B u t  GridFlorida 
will not own assets and, consequently, will require greater 
cooperation and coordination from asset owners. So we have 
included i n  our planning protocol an obligation on the part of 

transmission owners t o  coordinate w i t h  GridFlorida i n  the 
planning process. And we have provided f o r  an orderly 
transition for GridFlorida t o  take control over long-term plans 

and planning criteria and so forth. 

. 

And then, f ina l ly ,  w i t h  respect t o  the participating 
owners management agreement, we made a variety of changes, most 
o f  them relate t o  merely changing - -  the fact  t h a t  the entity 
is changing from a profit t o  a nonprofit corporation. Although 

there are some other miscellaneous changes we made, some o f  

which simply were changing mistakes we made i n  the i n i t i a l  one. 
B u t  t h a t  i s  a basic summary of our changes, and I presume we 
will - - I will be happy t o  respond t o  questions now or we can 
wai t  u n t i l  we hear from the other parties. 
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CHAIRMAN JABER: Thank you, M r .  Naeve. 

Commissioners, do you have questions o f  Mr. Naeve. 

l o  you want t o  move on? Okay. The next presenter I have on my 

l i s t  i s  from Seminole E lec t r i c  Cooperative. 

MR. MILLER: Good morning. Thank you very much. My 

name i s  W i l l i a m  M i l l e r  o f  the l a w  f i r m  M i l l e r ,  Bal is, and ' 

YNe i l ,  Washington, D.C., appearing on behalf o f  Seminole 

E l  ec t r i c .  Semi no1 e very much appreci ates the opportunity t o  

appear here t h i s  morning t o  present i t s  views on the very 

important subject o f  an RTO i n  Florida. 

My comments, time permitt ing, w i l l  be broken down 

i n t o  bas ica l ly  four areas. One, t o  discuss the important 

characterist ics o f  Seminole tha t  make an RTO especial ly 

important t o  it. 

Secondly, w i l l  be t o  discuss what we perceive t o  be 

the game plan o f  the applicants i n  terms o f  the f i l i n g  tha t  

they made on March 20, much o f  which i n  our view does not 

conform t o  the December 20 order issued by t h i s  Commission. 

Thirdly,  we will discuss some o f  those major 

deviations appearing i n  the March 20 f i l i n g .  

And, f ina l ly ,  t o  the extent we have not already 

answered the questions o f  the Commission set f o r t h  i n  i t s  May 

15th notice, we w i l l  t r y  t o  answer those questions, as well .  

Now, as f a r  as o f  the f i r s t  point ,  some c r i t i c a l  

fac ts  about Seminole. As I hope you know, i t  i s  a generation 
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md transmission cooperative. I t  has ten members whose ful l  

-equirements i t  serves. Those members, i n  turn, serve some 
7OO,OOO consumers i n  45 counties i n  Florida and they consume i n  

3xcess o f  12 b i l l i o n  kilowatt hours per year. Seminole 
:ontrols about 4,000 megawatts of generation, about half  of i t  

iwned and about ha l f  o f  i t  purchased. Seminole owns about 270 

niles of 230 kV transmission, about 140 miles of 69 kV 

transmi s s i  on. 
Perhaps more significantly, Seminole i s  a TDU, a 

transmission dependent u t i l i t y ,  t h a t  re1 ies on the transmission 
D f  Florida Power Corporation and Florida Power and Light t o  
ieliver load from i ts  resources - -  t o  deliver power rather from 
its resources so i ts  load i n  those control areas. I t  is 
Decause o f  these characteristics t h a t  an RTO, a properly 
structured RTO i n  the State o f  Florida is  especially important. 

Seminole pays, i n  essence, two types o f  pancaked 
rates, both of which cause severe economic and competitive harm 
to Seminole and i ts  members. The f i r s t  type o f  pancaked rates 
i s  the normal type you hear about i n  terms o f  moving power from 
one control area t o  another. The second form of pancaked rates 
t h a t  i t  pays is related t o  the fact t h a t  i t  i s  a TDU, and t h a t  
not only is  i t  paying the embedded costs for transmission i n  

the Corp and the Light areas, i t  is also paying the fu l l  cost 
o f  i t s  own transmission t o  interconnect w i t h  those controlled 
areas i n  order t o  bring power t o  i t s  load. These redundant 
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transmi ss i  on charges must be e l  i m i  nated i n order f o r  Semi no1 e 

to  be able t o  economically dispatch i t s  resources t o  meet i t s  

requirements i n  the same fashion as the IOUs i n  the state. 

Next I would l i k e  t o  t u r n  t o  sor t  o f  our overr id ing 

theme in our wr i t t en  comments as well  as i n  our verbal 

presentation t h i s  morning. I n  doing tha t  I would l i k e  t o  f i r s t  

emphasize t h a t  Seminole does not quarrel wi th  your December 20 

order. We th ink  your December 20 order i s  a pos i t i ve  one. I n  

f ind ing the applicants t o  have been prudent in moving forward 

with an RTO, we support tha t .  We support an IS0 as the 

structure f o r  an RTO i n  the state. We th ink  an independent 

board, which you have insisted upon, and input from the 

advisory committee are a l l  very important. 

no quarrel w i th  the vast major i ty o f  your December 20 order. 

Our problems come wi th  the March 20 f i l i n g  made by the 

applicants, which we th ink  i s  mislabeled a compliance f i l i n g .  

I n  short, we have 

The Commission i n  i t s  December 20 order gave the 

applicants 90 days t o  f i l e ,  and I quote, "A modified RTO 

proposal t h a t  conforms the GridFlorida proposal t o  the f-indings 

o f  t h i s  order, I' close quotes. 

complied w i th  one-half o f  t ha t  requirement. They d i d  f i l e  

w i th in  90 days. But wi th  regard t o  the second h a l f  o f  that ,  

they have f i l e d  a compliance f i l i n g ,  we would say a 

noncompliance f i l i n g  tha t  goes far  beyand the requirements o f  

your December 20 order and we w i l l  get i n t o  tha t  i n  a minute. 

I n  our view the applicants have 
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What i s  the GridFlorida applicants' game plan? We 

believe the game plan i s  now tha t  they are a l l  transmission 

Owners, t h a t  they want t o  see changes made i n  cer ta in  o f  the 

documents on f i l e  a t  the FERC. So they have made those changes 

t o  the documents f i l e d  i n  response t o  your December 20 order, 

hoping tha t  you w i l l  bless those documents. They w i l l  then ' 

f i l e  those documents a t  the FERC. And i n  e f fec t ,  they w i l l  

t e l l  the FERC, the FPSC made us do it, t h a t ' s  why those changes 

are here. 

ju r i sd ic t iona l  t u r f  war tha t  you want t o  avoid and tha t  we want 

t o  avoid. 

In our view tha t  w i l l  b r ing  about the very k ind o f  

I n  your December 20 order you made i t  very clear tha t  

you were looking f o r  cooperation between the FERC and the FPSC. 

We have made it very c lear i n  our comments both t o  FERC and t o  

t h i s  Commission tha t  we th ink  cooperation between the two 

agencies i s  necessary t o  get a properly functioning RTO i n  

place i n  a t ime ly  fashion i n  Florida. 

being put out there by the applicants and approve the many 

changes they are  suggesting tha t  i n  our view have no reasonable 

nexus t o  your December 20 order, tha t  cooperation w i l l  not 

occur. There w i l l  be a b a t t l e  royal a t  the FERC regarding 

these many changes. 

I f  you take the b a i t  

Now, what are some o f  the deviations tha t  I am 

re fe r r ing  to?  F i r s t ,  I would have t o  say tha t  we have gone 

i n t o  some de ta i l  w i th  regard t o  these i n  our wr i t t en  comments, 
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and I can only b r i e f l y  summarize here. Other intervenors have 

done the same. They have gone i n t o  some de ta i l  w i th  regard t o  

these deviations. The four I w i l l  touch on, the f i r s t  o f  which 

i s  the planning protocol mentioned by Mike Naeve. The planning 

protocol t ha t  was f i l e d  a t  the FERC was the r e s u l t  o f  an 

extensive c o l l  aborative process tha t  resulted i n  an e f fec t i ve  

transmission planning process tha t  was supported by v i r t u a l  l y  

a1 1 stakeholders and t h a t  received substantial approved by the 

FERC i n  i t s  March 28th order. 

The applicants have bas ica l ly  t o rn  tha t  document t o  

shreds. They have wr i t t en  an e n t i r e l y  new planning protocol. 

And the e f f e c t  o f  t ha t  new planning protocol i s  t o  decentralize 

the process, t o  take power out o f  the hands o f  the RTO and t o  

put i t  i n t o  the hands o f  the transmission owners, the 

appl icants. 

on i t s  head. 

I n  essence, they have stood the planning protocol 

I would point  out t o  you tha t  when t h e i r  witnesses 

were appearing before you i n  the prudence proceeding below and 

they were asked i f  an IS0 could perform as wel l  as a transco, 

the operating planning and congestion management functions , 

they answered unequivocal 1 y yes, but wi th  no reference t o  

having t o  rewr i te  the documents. The planning protocol could 

have been amended i n  min is te r ia l  ways t o  have conformed with 

your December 20 order. 
t ha t  the applicants have done which includes w i th in  i t  a 

It did not require the massive rewri te 
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complete change i n  phi 1 osophy. 

The next item tha t  I would l i k e  t o  discuss i s  

Attachment T. Attachment T t o  the OATT, the Open Access 

Transmission T a r i f f ,  and tha t  deals w i th  ex is t ing  transmission 

agreements. Without going i n t o  the n i t t y - g r i t t y  o f  the changes 

they made which are set f o r t h  i n  the comments, I would l i k e ' t o  

po int  out t ha t  the e f f e c t  o f  the changes they have made w i l l  be 

t o  po ten t i a l l y  undermine the Calpine/Seminole arrangement tha t  

t h i s  Commission i s  f a m i l i a r  w i th  because you ce r t i f i ca ted  the 

Calpine Osprey plan l a s t  year. 

Now, how does i t  do that ,  how do changes e f fec t  tha t  

bad resu l t?  The transmission from the Osprey p lant  i s  

scheduled t o  again i n  mid-2003. Seminole w i l l  begin taking 

del iver ies i n  mid-2004 i f  the project  goes forward. A t  the 

FERC the issue came up very c lea r l y  whether or not t ha t  

t ransact i  on woul d incur pancaking charges, because the 

transaction, the arrangement was premised on no pancaking. 

The applicants assured the FERC i n  a f i l i n g  tha t  

there would be no pancaking. Let me jus t  quote t o  you very 

b r i e f l y  a sentence i n  a pleading f i l e d  by the applicants i n  

February 2001. "To the extent Calpine i s  a designated network 

resource t o  serve Semi no1 e network 1 oad under the GridFl orida 

OATT, no additional transmission charge w i l l  apply t o  transmit 

power from the Calpine unit  t o  the Seminole network load." 

They then on May 29 in t h e i r  compliance f i l i n g  a t  the FERC 
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and w i l l  undermine tha t  transaction. 

CHAIRMAN JABER: What was i t  you were reading from? 

MR. MILLER: This was a - - wel l ,  actual ly I was 

reading from my comments, but I was reading from a quote, a 

block quote o f  a February 16, 2001 answer f i l e d  by the 

GridFlorida applicants a t  the FERC in Docket Number RTO1-67. 

I n  any event, the changes made t o  Attachment T, the 

new investment, change i n  date o f  new investment, what i t  

r e a l l y  does i s  mean tha t  the GridFlorida applicants w i l l  

col 1 ect  many m i  11 ions o f  dol 1 ars more i n  pancaked revenues . 
That i s  what they are a f te r .  And i n  so doing they are 
undermining the rel iance Seminole and others have put on what 

they f i l e d  a t  the FERC. That i s  t o t a l l y  uncalled for by your 

December 20 order. 

Turning t o  Attachment R - -  
COMMISSIONER DEASON: Let me ask a question. Has the 

FERC approved that? 

MR. MILLER: No, absolutely not. As I stated a t  the 

begi nni ng I th ink the game pl an i s evident, they are hoping you 

w i l l  approve i t  and then they w i l l  take these documents t o  the 

FERC and say the FPSC made us do it. They won't be so crass as 
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t o  put i t  the way I ' m  put t ing it, but i n  essence tha t  i s  what 

w i l l  happen. And these documents w i l l  be f i l e d  a t  the FERC, we 

w i l l  be l e f t  t o  f i g h t  i t  out there. And I th ink that  i s  a t u r f  

war tha t  we don' t  need t o  be i n .  So we th ink t h i s  Commission 

should r e j e c t  those changes which have no reasonable nexus t o  

your December 20 order, and tha t  i s  one o f  those changes. 

Next, Attachment R. Attachment R spells out the 

terms and conditions o f  i nterconnecti on with new del i very 

points. They completely deleted Attachment R and bas ica l ly  

substi tuted two sentences saying t o  the extent tha t  the - -  
u n t i l  the transmission provider rather comes up wj th  new terms 

and conditions, the terms and conditions o f  the applicants w i l l  

prevai l .  There i s  no basis f o r  tha t  i n  your December 20 order. 

With very minor changes t o  Attachment R, the ex is t ing terms and 

conditions could and should remain i n  place. 

The POMA, the Part ic ipat ing Owners Management 

Agreement, which again Mike Naeve referred t o  ea r l i e r ,  has a 

number o f  changes that  are uncalled f o r  by your December 20 

order. Again, those are chronicled i n  our comments and the 

comments o f  others. Time doesn't permit get t ing i n t o  them, but 

we urge you t o  review the comments regarding the POMA becau'se 

we th ink as t o  many o f  them, not a l l  o f  them, as t o  many o f  

them they are not cal led for  by your December 20 order. 

Next, I would l i k e  t o  tu rn  t o  the extent t h a t  1 have 

t ime t o  responding t o  speci f ic  inqui r ies i n  your May 15 notice. 
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And I ' m  going t o  s ta r t ,  i f  I may, a t  the end o f  the l i s t  wi th  

Questions 13 and 14. Question 13 deals w i th  inclusion o f  TDU 

costs and zonal rates, Question 14 deals wi th  revenue s h i f t s  

resu l t ing  from the depancaking o f  rates. 

Now, l e t  me point  out tha t  Seminole i s  an advocate o f  

a postage stamp ra te  i n  the s tate as an end resu l t ,  but  we 

recognize t h a t  wi th  regard t o  the normal pancaking, the 

interzonal pancaking tha t  a phase-out period i s  j u s t i f i e d .  

There are very substantial cost s h i f t s  involved. So, without 

commenting on the length o f  the phase-out period, we understand 

tha t  there needs t o  be a phase-out period. But the 

s i tua t ion  - - and tha t  r e a l l y  i s  a response t o  Question 14. 

The response t o  Question 13 dealing wi th  the TDU 

' 

costs i s  very d i f fe ren t .  F i r s t ,  I need t o  po int  out t ha t  

l i k e  the IOUs w i l l  be turning over t h e i r  transmission 

f a c i l i t i e s  from day one t o  the RTO. Our 230 kVs are no 

d i f f e r e n t  from the applicants' 230 kV; our 69 l ikewise. ' 

TDUs, 

hese 

f a c i l i t i e s  will be integrated i n t o  a s ingle Flor ida integrated 

g r i d  and they are as e n t i t l e d  t o  f u l l  revenue recovery from day 

one as the f a c i l i t i e s  o f  the IOUs. 

Now, w i th  regard t o  cost s h i f t ,  which i s  the 

ostensible reason f o r  delaying tha t  immediate revenue recovery 

by TDUs, un l i ke  the cost s h i f t  dealing w i th  the interzonal 

pancaking, the cost s h i f t  a t t r ibu tab le  t o  the TDU issue has the 

impact of approximately one-half o f  one percent on r e t a i l  
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tha t  i s  de minimis and i s  not a 

aying phase-in f o r  f i v e  years. We 

bel ieve we are e n t i t l e d  t o  comparable treatment so tha t  a1 1 

r e t a i l  consumers i n  the s tate are paying comparable rates, 

rJhich i s  not the case today. 

Likewise, j u s t  t o  hark back f o r  a minute, j u s t  as ' 

there i s  no basis f o r  pancaking there, the idea tha t  there 

Mould be pancaking w i th  regard t o  arrangements such as the 

Ea1 pine/Seminol e arrangement tha t  I described ear l  i e r  where 

transmi ss i  on doesn ' t begi n un t i  1 2003/2004, there i s absol u te l  j 

no basis f o r  that ,  as wel l .  

I have turned t o  Question 6, where you ask about the 

ro le  o f  the FPSC. We do not have an exhaustive l i s t  t o  provide 

you, but we th ink there are a number o f  areas where the FPSC 

can be extremely e f fec t i ve  i n  the context o f  an RTO i n  the 

state. With regard t o  long-term generation adequacy, the FPSC 

has a proven track record i n  tha t  regard, and we don' t  th ink 

that  the applicants have shown any basis fo r  supplanting you i n  

t h a t  ro le ,  t ha t  you should continue t o  determine long-term 

generation adequacy i n  the state. 

With regard t o  the regional transmission planning 

process, we th ink  you have an af f i rmat ive r o l e  t o  play i n  tha t  

process. We would suggest, though, tha t  there may be other 

al ternat ives you prefer, but we would suggest a regional 

transmission planning process proceeding each year where t h i s  
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Eommission would review the regional plan being proposed by the 

RTO. And tha t  you would - -  t o  the extent your independent 

assessment caused you concern, you woul d i ndi cate those concern 

much as you do with your review o f  generation adequacy. 

A t h i r d  r o l e  tha t  we th ink i s  important f o r  the FPSC 
i s  market monitoring. We th ink that  t h i s  Commission has i t s  

f inger on the market power issue. You d id  an excellent job i n  

your December 20 order o f  describing tha t  market power 

s i tuat ion and making clear tha t  there i s  market power i n  the 

state and tha t  markets cannot be expected t o  operate properly 

u n t i l  t ha t  i s  resolved. We do not want a Cal i fornia.  And the 

market power s i tuat ion here i s  f a r  worse than Cal i fornia.  Nor 

do we want marketers playing games such as Enron and the 

others, the round t r ipp ing,  the Desert S t a r ,  e t  cetera. And we 

th ink t h i s  Commission i s  probably the best t o  keep i t s  f inger 

on the pulse o f  what i s  going on and t o  help prevent that  

happening 

We are not suggesting that  you set yourself  up as the 

market monitor. That documents f i l e d  by the appl icants have an 
independent corporati on doing that,  we have no probl em with 

that ,  and we think tha t  corporation should provide you with a l l  

the data tha t  i t  col lects.  But we do th ink you have a r o l e  as 

an independent e n t i t y  overseeing the we1 fare o f  re ta i  1 

consumers in t h i s  state t o  keep track o f  market power issues, 

gaming issues, and t o  press ahead on those. 
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Another ro le ,  a four th  r o l e  we th ink  tha t  t h i s  

Commission can and should play has t o  do w i th  transmission 

service r e l i a b i l i t y .  There i s  a gross d ispar i ty  i n  the 

transmission re1 i a b i l  i t y  tha t  the IOUs a f fo rd  themselves versus 

what they afford, f o r  example, the Seminole members. And the 

Seminole members w i l l  deal more w i th  tha t  i n  t h e i r  comments.' 

We th ink  this Commission i s  not j u s t  geographically close, but  

l eg i s la t i ve l y  close t o  tha t  issue. It should be at tentat ive t o  

make sure tha t  there i s  comparable r e l i a b i l i t y  i n  the state. 

That customers behind cooperatives don ' t endure hours o f  

in ter rupt ions whereas customers behind the IOUs endure minutes 

o f  interrupt ions.  That i s  something tha t  needs t o  be addressed 

by t h i s  Commission. 

As I said, the above i s  not an exhaustive l i s t ,  but  

cer ta in ly  areas tha t  we th ink  t h i s  Commission has a very 

pos i t i ve  r o l e  t o  play. 

o f  physical transmission r igh ts .  I n  your December 20 order you 

are very clear about the use o f  balanced schedules and physical 

transmission r igh ts ,  and Seminole has no quarrel w i th  that ,  no 
problem wi th  that .  We are aware, as you undoubtedly are, t ha t  

the FERC i s  looking very c losely  a t  t h i s  issue i n  RM01-12, and, 

you know, i t  appears i f  you are reading the tea leaves tha t  i n  

coming out w i th  a standard market design which they bel ieve 

should apply t o  a l l  RTOs, i t  appears t h a t  they are going t o  

come out on the side o f  a f inancial  -based, LMP-based f inancial  

In Question 9 you asked about the use 

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 

47 

model. 

we don' t  have a problem wi th  that  resu l t .  

It appears tha t  i s  where they are coming out. Again, 

What we have are overr i  d i  ng concerns tha t  regard1 ess 

o f  which congestion management scheme i s  adopted, physical or 

f inancial ,  we th ink need t o  be addressed. And I would 1 i k e  t o  

discuss three o f  those concerns wi th you now. I 

The f i r s t  concern i s  that  markets not be permitted t o  

function u n t i l  the market power s i tua t ion  i n  the state has been 

f u l l y  assessed and market power mi t igat ion rules are i n  place. 

There are some tha t  i n  our view would put the car t  before the 

horse, tha t  would say l e t  the games begin. Let the markets 

begin. We th ink tha t  i s  a recipe for disaster. That you must 

have market power mi t igat ion rules i n  place ahead o f  time as 

well as a proper market monitoring i n s t i t u t i o n  i n  place so tha t  

you have got both structural  and behavior protections. 

We also th ink remedies are important. You should 

consider the necessity fo r  refunds because nothing makes people 

wake up more quickly i n  terms o f  bad acts than the potent ia l  

for refunds. The extent t o  which marketers a re  f igh t ing  

refunds i n  the west, I th ink,  underscores tha t  fact .  

A second overr id ing concern we have regardless o f  

which congestion management scheme you come up with i s  that  i t  

not be regarded as a subst i tute for adequate regional 

transmission planning. We think planning i s  absolutely 

c r i t i c a l  t o  a well functioning g r i d  i n  Flor ida,  and t h a t  while 
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signals which resolve those sorts of issues, f rank ly  we don ' t  

buy tha t .  

tha t  i s  not the case. You need an e f fec t i ve  planning protocol 

such as was f i l e d  a t  the FERC and was f i l e d  below i n  the 

prudence proceeding, and tha t  needs t o  be i n  place, tha t  you 

need t o  watch out t ha t  the congestion management scheme, 

whatever i t  i s ,  doesn't send the wrong signals. I don' t  th ink  

you can r e l y  on the market signals from a congestion management 

scheme, be i t  f inancial  or physical, t o  send the signals tha t  

are going t o  provide you wi th  a healthy g r i d  i n  the State o f  

F1 orida . 

From what we have seen elsewhere i n  the country, 

A t h i r d  overriding concern i s  tha t  there be no 

surprises i n  the state. LSEs tha t  have not been subject t o  

congestion charges t o  date should not be subject t o  congestion 

charges as soon as you throw the market, the congestion market 

switch . 
CHAIRMAN JABER: Mr. M i l l e r ,  t ha t  there be no what i n  

the state? 

MR. MILLER: That there be no surprises. Surprises. 

And by surprises I ' m  t a l k ing  about money. That when you throw 

tha t  congestion switch and the market s ta r t s  t o  operate tha t  

en t i t i es ,  t ha t  LSEs t ha t  have not experienced congestion, i f  

they had not paid congestion charges before day one o f  the 

market they should not be paying congestion market (s ic )  on day 
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one when the market does begin t o  operate. And we th ink  the 

key t o  achieving tha t  resu l t  i s  a l loca t ing  transmission r igh ts ,  

be they physical or  f inanc ia l ,  i n  an appropriate fashion t o  

make sure tha t  LSEs are indeed protected. Elsewhere we know o f  

en t i t i es ,  you may have read o f  same i n  PJM, f o r  example, where 

on day one and thereafter experienced l i t e r a l l y  many m i l l i ons  

o f  dol 1 ars o f  congestion costs tha t  they never experienced 

before the LMP model went i n t o  place. So we need t o  be 

careful.  

Moving on t o  Question 11. 

CHAIRMAN JABER: How d i d  Pennsylvania address tha t  

issue? 

MR. MILLER: Wel l ,  as f a r  as - - I can ' t  speak t o  

Pennsylvania spec i f i ca l l y .  Pennsylvania is  par t  o f  PJM. I can 

t e l l  you t h a t  Old Dominion, which i s  a cooperative i n  the 

Delmarva Peninsular, d i d  not get adequate transmission r i gh ts  

when the LMP model was put i n  place and they are the e n t i t y  

tha t  has paid l i t e r a l l y  gaz i l l i ons  o f  do l lars  i t  seems i n  

congestion charges and they have had a l l  sorts of l i t i g a t i o n  

involv ing that .  And tha t  i s  the sor t  o f  t r a i n  wreck tha t  we 

, th ink  should be avoided before i t  occurs by making sure tha t  

ithe Old Dominions i n  Flor ida get the adequate transmission 

;rates t o  avoid tha t  sor t  o f  th ing  happening. 
I 
I 
I With regard t o  Question 11, you asked about the 

p r i c ing  o f  anc i l l a ry  services. Our comment there i s  very 
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short. To the extent that markets are involved in pricing 
ancillary services, we would just issue the same caution. Make 
sure that the appropriate market power mitigation rules are in 
place before you permit such markets to operate. Even though 
they are residual and relatively small as you point out in your 
December 20 order, they are markets nonetheless. They are 
subject t o  abuse, and it should not begin to function until 
market power i s considered and covered. 

Moving to Question 7, you asked about consideration 
of demand-side options and generation a1 ternatives when 
identifying needed expansion and maintaining reliability. 
First, I would say that Seminole strongly supports demand-side 
responsiveness in the context o f  market power mitigation. But 
you don't have a market unless consumers can respond t o  market 
signals. And we don't think we are there in Florida. The FERC 

has urged the applicants to put demand-side options in place 
that would provide for demand response, we don't think that has 
been achieved. And until that is achieved, you really don't 
have the ability t o  have functioning markets. 

But as far as demand-side options in the context o f  

transmission planning, we don't view demand-side responsiveness 
as an alternative to transmission construction in the long-run. 
We believe that you don't curtail load t o  serve load, you build 
transmission t o  serve load. I t  may be t h a t  in the short term 
that while transmission is being planned and built if there is 
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demand i t  i s  w i l l i n g  t o  respond t o  p r ice  signals f o r  a period 

o f  time, tha t  tha t  i s  a short-term f i x .  We don' t  th ink  i t ' s  a 

long-term f i x  i n  terms o f  transmission planning in the state. 

Now, wi th  regard t o  generation al ternat ives,  we th ink  

generation al ternat ives c lea r l y  need t o  be considered. You 

have t o  keep i n  mind, however, tha t  an RTO does not have the 

author i ty  t o  order generat-ion t o  locate a t  spot X t o  re l ieve 

congestion. It may or may not locate there. Basical ly, 

generators are going t o  locate where a l l  the economics, 

including environmental costs, d ic ta te  tha t  they locate. And 

we have seen i n  some instances where LMP provides perverse 

incentives for locat ion o f  generation. So generation 

al ternat ives are something t o  be considered, they are not a 

panacea i n  our view t o  good transmission planning. 

Turning t o  Question 1, I wasn't sure I would get t h i s  

f a r  and I'm sure you w i l l  cut  me o f f  when my time i s  up. 

COMMISSIONER DEASON: Excuse me. I wanted t o  back up 

for j u s t  a moment t o  your l a s t  concern having t o  do wi th  

generation being considered as an a l ternat ive t o  transmission. 

MR. MILLER: Yes. 

COMMISSIONER DEASON: And you made the point  t ha t  the 

'RTO cannot order generation t o  be b u i l t  a t  any speci f ic  point  
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transmission a t  a spec-ific location? 

MR. MILLER: Well, I th ink  two answers. One, the 

lurveyors o f  LMP, and you w i l l  have some a t  the microphone 

today, w i l l  t e l l  you t h a t  those signals, the LMP signals w i l l  

i rovide you wi th  those incentives. We f rank ly  are somewhat 

skeptical . We th ink  sometimes they may, sometimes they may ' 

l o t .  We are aware o f  parts o f  the country where there i s  

l e f i n i t e  congestion, you would th ink  the market signal was out 

there, and t h i s  i s  i n  an LMP t e r r i t o r y ,  and yet  the generation 

i s  not locat ing where you would th ink  i t  should t o  re l ieve  

congestion. 

It i s  locat ing elsewhere and you have t o  assume i t  i s  

locat ing elsewhere because the t o t a l  cost package tha t  it i s  

looking a t  d ictates t h a t  it ocate elsewhere so i t  i s  not  
re l iev ing  congestion. So my answer, which i s  not the same as 

the LMP people may give you, i s  tha t  LMP sometimes w i l l  provide 

the incentives, sometimes i t  w i l l  not. Now, I believe - -  and 

I'm not the person t o  speak t o  t h i s  - -  I believe i n  the e a r l i e r  

RTO process i n  Flor ida i n  which Seminole was very act ive i n  

there were discussions o f  the RTO providing cer ta in  incentives 

i t s e l f  by way o f  - -  I'm not sure i f  i t  was impact fees of a 

certain nature tha t  would provide f inanc ia l  incentives f o r  

generation t o  locate i n  proper places. So tha t  i s  something 

that could be considered. That would be something d i f f e ren t  

from re1 y i  ng on your congesti on management model t o  provide 
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pr ice  signals. This would be an incent ive tha t  the RTO i t s e l f  

provides. That i s  not i n  any o f  the documents before you. 

That was something tha t  was i n  documents discussed a t  least  

when the IS0 was being discussed l o  these many years ago. This 

i s  preorder 2000. I'm not sure, Commissioner Deason, i f  tha t  

answers your question. I 

COMMISSIONER DEASON: That's f ine,  thank you. 

MR. MILLER: Thank you. With regard t o  Question 1, 

which i s the appropriateness o f  a not - f o r  - p r o f i  t versus a 

f o r - p r o f i t  ISO, f i r s t  o f  a l l ,  as I said a t  the outset, we think 

tha t  the Commission's December 20 order c a l l i n g  fo r  an IS0 was 

appropriate. As a not - f o r  - p r o f i t  i t s e l  f , Semi no1 e obvious1 y 

does not take issue w i th  a n o t - f o r - p r o f i t  ISO, and we th ink  i t  

w i l l  function well i n  the state. We do have one caveat tha t  

goes back t o  our central theme today, and tha t  caveat i s  t ha t  

when you had a transco, the benef i t  was you had FPL as a 

divest ing owner on one side o f  the fence and you had FPC as a 

transmission owner, a nondivesting e n t i t y  on the other side. 

The result o f  t ha t  was you had some balance i n  t h i s  

process. A col laborat ive process which resulted i n  the  

documents f i l e d  a t  the FERC were the r e s u l t  o f  tha t  

c o l l  aborati ve process and they were not perfect documents 

bel ieve me, but there was some balance, planning protocol being 

an example. And tha t  balance largely came from having Corp and 

Light on opposite sides o f  the tab le on many issues. By going 
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t o  an ISO, you have now put a l l  three IOUs on the same side o f  

the table. They are a l l  three transmission owners. And as 

transmission owners they don' t  want t o  give up any more 

author i ty  and power than they have to ,  and you have seen tha t  

i n  t h i s  f i l i n g .  You have seen i t  i n  the planning protocol and 

i n  other areas tha t  we have mentioned where they have changed 

dramatically the documents tha t  they f i l e d  a t  the FERC. 

So our caution t o  you i s  an IS0 i s  f ine ,  and we 

support tha t ,  but recognize tha t  you now have t o  deal w i th  the 

applicants as a team tha t  are going t o  be p u l l i n g  i n  the same 

d i rec t ion  whereas before they were p u l l  i ng i n  di  f f e ren t  

direct ions and tha t  made f o r  a balance tha t  you are not going 

t o  see and don ' t  see i n  these documents. 

Moving t o  Question 2, the Commission asked about the 

f l e x i b i l i t y  o f  the RTO plan and documents t o  change over time. 

We support open architecture. We th ink  t h i  s Commi ssion does, 

as wel l ,  as we read your December 20 order. However, there i s  

one sor t  o f  change tha t  we don' t  support as you probably 

gathered from my e a r l i e r  remarks, and tha t  i s  the k ind o f  

change t h a t  we have seen i n  the Attachment T where you have 

par t ies re l y ing  on what tha t  they f i l e d  and what was approved, 

and i n  t h a t  case it was no pancaking f o r  the Calpine/Seminole 

arrangement, and now you have them coming i n  here t r y i n g  t o  

change the ru les o f  the game very much t o  the detriment o f  

Calpine and Seminole. That sort o f  change we th ink  i s  
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e and needs t o  be rejected. So where there i s  

I th ink the Commission needs t o  be very careful as 

Far as sanctioning any change. 

Question 4 asked about whether the meeting should be 

)pen t o  the publ ic.  Our short answer t o  tha t  i s  yes. I know 

that FMPA i s  going t o  cover t h i s  i n  some deta i l  and I ' m  going 

to defer t o  them because I know f rank ly  the content o f  t h e i r  

zomments from what they have wr i t t en  and from informal 

i iscussions. 

M i l l  not go i n t o  de ta i l  . 
questions. But the meetings need t o  be open, be they the 

neetings o f  the board, be they meetings o f  committees. 

I th ink  t h e i r  pos i t ion i s  a correct one, and I 

I w i l l  be happy t o  answer any 

And I heard something new t h i s  morning, I th ink,  from 

Yr. Naeve regarding committee meetings. 

from the documents tha t  I had read tha t  they would be open. It 

seems now he i s saying they w i  11 be open when they make 

decisions. I ' m  not sure where tha t  d iv id ing  l i n e  i s ,  but i n  

any event we favor open meetings. And I th ink  FMPA w i l l  

address that i n  some de ta i l  

It d i d n ' t  seem'to me 

I n  Question 5 you asked about performance incentives 

and the mechani sm t o  imp1 ement those incentives. We support 

the concept o f  performance incentives for IS0 employees where 

t h e i r  e f f o r t s  provide tangible benef i ts t o  RTO customers. We 

th ink  t h a t  i s  a pos i t ive th ing. The applicants did not respond 
t o  your December 20 order w i th  any concrete suggestions. Mike 
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Vaeve described ea r l i e r  what they are doing and tha t  i s ,  as I 

understand it, a consultant i s  supposed t o  come up wi th  some 

suggested performance incentives and presumably eventual 1 y they 

d i l l  f i n d  t h e i r  way i n  f ron t  o f  you and we w i l l  comment 

accordingly, but we support the concept. 

I n  Question 10 you asked about the method f o r  

determining flowgates. That probably i s  only relevant i f  you 

s t i ck  wi th  a physical r i gh ts  model versus a f inancial  r igh ts  

model. But be tha t  as i t  may, assuming tha t  flowgates are 
s ign i f i can t  and relevant, Seminole part ic ipated ea r l i e r  on a 

flowgate working group which we thought was making some 

progress. The applicants then turned around and made a f i l i n g  

a t  the FERC that  i n  some respects ignored the work product o f  

that  working group. 

conclusion from tha t  i s  tha t  i f  flowgates continue t o  be 

relevant, the RTO should be i n  charge o f  any working committee 

and any process that  develops and determines what those 

flowgates are, that  the applicant should not be running that  

process . 

I t  somewhat soured us on the process. Our 

In Question 12 the Commission asks about a proposed 

cost-recovery mechanism. 

caveats t o  what the applicants have proposed. One i s  we th ink 

TDU cost recovery should be i n  year one. 

comparable basis.  Me should be t reated comparably w i th  the 

IOUs. As I said before, our transmission i s  going i n  the pot 

I guess two caveats, a t  least two 

It should be 
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j u s t  as t h e i r s  i s  going i n  the pot, and the cost s h i f t  impact 

i s  de minimis on other r e t a i l  consumers i n  the state. We th ink  

a l l  r e t a i l  consumers should be treated i n  a nondiscriminatory 

f as h i  on. 

The second caveat has t o  do w i th  the date mentioned 

by Mike Naeve moved f o r  new f a c i l i t i e s ,  they moved the date 'for 
new f a c i l i t i e s  so tha t  fewer f a c i l i t i e s  are new f a c i l i t i e s  and, 

therefore, charged system-wide. Unfortunately, the impact o f  

tha t  as I have mentioned a few times already i s  t ha t  

arrangements 1 i ke the Calpine/Seminol e arrangement get caught 

i n  tha t  net, and we get charged wi th  pancaked rates which were 

the opposite o f  what the applicants pledged t o  the FERC would 

happen. We th ink tha t  i s i nexcusabl e . 
That covers the questions tha t  we had intended t o  

respond t o .  

The other subject would be deal t  wi th  by the member 

cooperatives who I th ink  are next up, and t h a t  i s  the subject 

o f  the r e l i a b i l i t y  as well  as cer ta in  other concerns the 

members have. I appreciate very much your time and would 

we1 come any questions. 

I think we responded t o  a l l ,  o r  a t  least  t r i e d  to .  

CHAIRMAN JABER: Thank you, Mr. M i l l e r .  Okay. 

Semi no1 e member cooperatives. 

MR. MILLER: I can, i f  it i s  appropriate, introduce 

these gentlemen as B i l l  Hetherington from Lee County Elec t r i c  

Cooperative and Herman Dyal from Clay E l e c t r i c  Cooperative. 
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rhey have both been very active during the col laborative 

3rocess, both a t  FERC and down i n  t h i s  state. 

CHAIRMAN JABER: M r .  Hetherington and Mr. Dyal , go 

ahead and spel l  your l a s t  name f o r  the court reporter. 

MR. HETHERINGTON: Hetherington, 

i - E - T - H - E - R - I - N - G - T - 0 - N .  I 

MR. DYAL: Dyal ,  D - Y - A - L .  

CHAIRMAN JABER: Thank you. Go ahead. 

MR. DYAL: F i r s t  o f  a l l ,  I would l i k e  t o  thank the 

Commission f o r  a1 1 owing the member cooperatives the opportunity 

to  present i t s  views and our concerns about the proposed RTO. 

F i r s t ,  I would l i k e  t o  say t h a t  we th ink  we bring a 

c l i  f ferent  perspective t o  the workshop. Most intervenors you 

are going t o  hear today are e i ther  transmi s s i  on or generator 

owners where t h e i r  primary motivation, while I understand it, 

i s  not necessarily consistent wi th  ours and the Commission, as 

f a r  as we are concerned, i s  tha t  our ul t imate mate goal i s  t o  

make sure tha t  the welfare o f  a l l  r e t a i l  e l e c t r i c  consumers i n  

the state i s  met, t ha t  t h e i r  concerns come f i r s t .  

The d i s t r i b u t i o n  cooperatives are load serving 

en t i t i es  whose sole in te res t  i n  these proceedings i s  t ha t  the 

outcome ensures tha t  we w i l l  have a r e l i a b l e  power supply a t  a 

reasonable p r ice  f o r  the members. 

doesn't br ing t h a t  value t o  the r e t a i l  customers, and as I say 

a l l  the r e t a i l  customers o f  the State o f  Florida, then i t  

In other words, i f  an RTO 
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s houl dn I t happen. 

Now, tha t  said, however, i t  i s  our opinion tha t  a 

properly developed RTO can br ing  value t o  the members and t o  

a l l  the consumers i n  the State of Flor ida.  That's why we have 

been very act ive the l a s t  few years working both a t  the FERC 

and a t  t h i s  Commission i n  the stakeholder process because we' do 

th ink  i t  does br ing  value, but we do have concerns. 

What I ' m  going t o  do today i s  bas ica l l y  t r y  t o  s t i c k  

w i th  s t r i c t l y  the issues tha t  we feel meet w i th  an LSE w i th  

your experience and our background. We w i  11 comment on 

bas ica l l y  the questions tha t  were i n  your request i n  the 

workshop. We are going t o  answer Questions 1, 3, 4, 6 and 9. 

We w i l l  s t a r t  w i th  Question 1. Obviously we do welcome the 

f i l i n g  o f  nonprof i t  ISOs. We have long f e l t  tha t  a f o r - p r o f i t  

transco would resu l t  i n  possibly an unhealthy c o n f l i c t  o f  

in te res t  between the investor-owned o r  fo r  - p r o f i t  transco and 

i t s  transmission customers. Fo r -p ro f i t ,  as Mike alluded to ,  a 

concern i s  they are going t o  want t o  maximize the p r o f i t s  from 

t h e i r  transmission assets and i n  turn probably sacr i f i ce  

probably some transmission service. So we are glad t o  see tha t  

move. 

We have had extensive experience, we have deal t  w i th  

f o r - p r o f i t  transmission owners for years. We have been a pure 

transmission dependent u t i l i t y ,  so we understand what i t  i s  t o  

be i n  tha t  arena. And, frankly, t o  be honest we are very happy 
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i k e  t o  see tha t  era behind us 

be able t o  deal w i th  a nonprofi t  

transmission company i s  exc i t ing  f o r  us. However, we are 

concerned w i th  some o f  the changes or some o f  the proposals we 

see coming from the applicants on this IS0 simply because it 

i s ,  quote, a nonprofi t .  We are asking the PSC t o  be v ig i l an t .  

You are going t o  r e a l l y  have t o  be involved and stay involved 

t o  ensure tha t  t h i s  RTO i s  independent and i t  takes real  

control o f  the transmission assets, t ha t  i t  has t o  be a strong 

IS0 . 
CHAIRMAN JABER: Do you th ink  your concern can be 

sa t i s f i ed  i f  the PSC takes the opportunity t o  be part  o f  the 

board sel e c t i  on committee? 

MR. DYAL: Well, I th ink  tha t  i s  one pa r t  o f  it. We 

have got some other areas tha t  I w i l l  t a l k  about tha t  we th ink 

you need t o  stay involved i n  the process. It has already been 

mentioned some o f  the planning and the market design, market 

monitoring. We th ink there are areas you can stay involved i n  

more than jus t  the board selection. 

CHAIRMAN JABER: I guess tha t  goes t o  the r o l e  o f  the 

PSC i n  terms o f  serving as market monitor, a t  leas t  having some 

sor t  o f  oversight. But in terms o f  - -  I th ink  you said PSC 

should be v i g i l a n t  and stay engaged. 

it re1 ates t o  moni t o r i  ng the i ndependence o f  the board and the 

structure o f  the RTO. A n d  my question i s  w i l l  t ha t  concern be 

I am assuming you mean as 
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sa t i s f i ed  i f  we are par t  o f  the board selection committee, i s  

that  enough? 

MR. DYAL: No, I don' t  th ink  tha t  i s  enough. I think 

that  i s  a s t a r t ,  and I th ink  i t ' s  a good s t a r t ,  and I would 

welcome that ,  but I th ink  it i s  going t o  go beyond that .  

CHAIRMAN JABER: Okay. 

MR. DYAL: As it re la tes t o  Question 3, we agree i n  

p r i nc ip le  w i th  the Commission as i t  relates t o  governance. 

Independence i n  stakeholder input i s  c r i t i c a l .  That i s  where 

the board posi t ion,  as you stated, would come in.  We l i k e  

where i t ' s  going. but, you know, without going i n t o  de ta i l  I 

th ink  FMPA i s  going t o  s ta te tha t  or  maybe cover i t  a l i t t l e  

deeper, and we w i l l ,  i n  the essence o f  t ime,  defer t o  them. 

I n  Question 4, we wholeheartedly agree tha t  the 

meetings should be open t o  the public. You know we have 

obviously operated i n  t h i s  manner fo r  a long time. We are used 

t o  it. We see no reason why an RTO couldn't  operate very 

successfully i n  tha t  environment, so we would encourage that .  

Question 6, as the PSC's role, as you stated a while 

ago, we do want t o  be act ive and on-going i n  the ro le .  

fact ,  we want t o  encourage the PSC t o  stay involved i n  t h i s  RTO 

as we go forward. There are four areas tha t  I spec i f i ca l l y  

th ink  the PSC could r e a l l y  help us i n  t h i s  as we go forward. 

They are r e l i a b i l i t y ,  system planning, market design and 

monitoring, and transmission pr ic ing.  

In 
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What 1 would l i k e  t o  do a t  t h i s  time i s  tu rn  a t  least  

two o f  these, re1 i a b i  1 i t y  and transmission p r i c ing  over t o  B i  11 

Hetherington so he can comment on these as he has some unique 

experience and knowledge tha t  I th ink  w i l l  be helpful .  

MR. HETHERINGTON: Thank you. Again, I want t o  echo 

tha t  I'm p r e t t y  much i n  agreement. I appreciate the 

opportunity t o  be here today. Again, as a member cooperative, 

we br ing  a very unique and important perspective i n t o  t h i s  

process. We have been very act ive i n  t h i s  process over the 

l a s t  three years, and I th ink  the uniqueness i s  t ha t  we share, 

I th ink,  common goals w i th  what the Flor ida Public Service 

Commission i s ,  and tha t  i s  t o  ensure tha t  we have r e l i a b l e  

power a t  reasonable rates. And as Herman alluded to ,  I th ink 

the main goal we have as a nonprofi t  load serving e n t i t y  i s  t o  

make sure tha t  our customers have r e l i a b l e  power a t  reasonable 

costs. 

I 

Two o f  the issues tha t  I want t o  t a l k  about here t h i s  

morning very b r i e f l y  would be - -  the f i r s t  one i s  r e l i a b i l i t y .  

And, cer ta in ly ,  r e l i a b i l i t y  i s ,  we fee l ,  the number one issue 

t o  the r e t a i l  customers o f  Florida. And, again, I th ink  when 

you heard Bud mentioning ea r l i e r  about these costs and, you 

know, we have t o  absorb these costs, "we" i s  we co l lec t i ve ly .  

We, the ratepayers, and we, the customers, and we, the r e t a i l  

end users of Flor ida i s  who we are talking about. So we have 

t o  keep tha t  kind o f  i n  the forefront.  
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The reliability o f  transmission service provided by 
the applicants t o  our member systems has historically been 
inferior t o  the service provided to their own member systems. 
3ased on transmission reliability data from the year 2000, if 
you were being served by a member-owned cooperative, you were 
twice as likely t o  experience a transmission outage, and the 
werage duration was 32 percent longer than that o f  an IOU.  

This has been documented in testimony that has been 
supplied to FERC, and it also has resulted in a l o t  o f  the 
:ooperatives, a l o t  o f  the distribution member cooperatives 
have actually constructed transmission facilities t o  help 
improve reliability. Specifically at my cooperative, we have 
22 miles of 230 kV transmission lines and 148 miles o f  138 kV. 

9 lot o f  the reasons why we built transmission was as a stopgap 
neasure to help improve reliability. But this proposal that 
das submitted on March 20th, the reliability issue is a real 
problem because we see i t  as a mechanism for monitoring would 
basical ly put into place what is the re1 iabi 1 i ty we have right 
now as defined as an acceptable amount o f  reliability. And 
what you are doing is provide a catalyst for reliability 
disparity between those who live in urban dense areas served by 
investor-owned utilities and those who are being in more rural 
areas that have less reliability. You would establish those as 

the benchmark, so you have innately established a disparity. 
Keeping in mind that we all will be paying the same 
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transmission rate. Again, i t  gets back t o  equitable treatment, 
and we d o n ' t  t h i n k  t h a t  i s  an equitable s i tuat ion.  

The other issue I t h i n k  i s  very timely, and i t  goes 
t o  the issue o f  transmission dependent u t i 1  ities and 

integration. And this has been a discussion t h a t  we have been 
i n  disagreement, you may say, for the last three years as far 
as wha t  constitutes an integrated grid. The applicants have 
alluded t o  t h a t  on day one o f  a l l  o f  their facilities would be 
included i n  the transmission basket, and they would get those 
revenue requi rements . However, you, transmi ssi on dependent 
utilities, you are really not part of the grid, so we want t o  
go ahead and just phase you in. Then they came back w i t h  the 
caveat, bu t  i f  you really want  t o  you can go t o  FERC and have 
them assess t h a t .  

Well, last week on one o f  our 230 kV facilities we 
had over 120 megawatts flowing from the Seminole control area 
in to  the FPL control area t o  serve FPL load. Now, normal l y  

t h a t  i s  enough power t o  serve about 30,000 homes. And, again,  

I d o n ' t  have a transmission ta r i f f ,  I'm a distribution company, 
bu t  sometimes I feel like I've got the t o l l  booth w i t h  the t o l l  

ga te  stuck open. I'm not get t ing  compensated for t h a t  and t h a t  
i s  kind of irritating. The second t h i n g  t h a t  i s  a l i t t l e  
irritating is  t h a t  when I schedule then my transmission 
maintenance, we have poles t h a t  need t o  be repaired, the 
security coordinator doesn't allow us t o  have a clearance on my 
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f a c i l i t i e s  because o f  g r i d  s t a b i l i t y .  

Well ,  I guess the question begs i f  I ' m  not par t  o f  

the g r i d  then how can my f a c i l i t i e s  a f fec t  g r i d  s t a b i l i t y ?  So, 

3gain, 1 th ink it i s  a very important point  tha t  you rea l ize 

that  here i s  proof tha t  the f a c i l i t i e s  tha t  transmission 

clependent u t i l i t i e s  have are par t  o f  the g r i d  and they should 

be treated comparabl y . 
And, again, j u s t  i n  conclusion, that  the reasons fo r  

having an independent transmission organization i s  t o  a l l o w  

th i s  open access and nondiscriminatory treatment. A l l  o f  the 

transmission customers o f  Flor ida should be e n t i t l e d  t o  the 

same comparable level  o f  service a t  the same comparable - - 
because they are paying the same comparable rate. And tha t  i s  

r e a l l y  about the only other issue. 

The only other th ing I would l i k e  t o  mention i s  I 

noticed here on Number 7 you were ta l k ing  about demand-side 

options. And as an LSE, I th ink cer ta in ly  the demand-side 

option should be included i n  t h i s  process. I th ink that  w i l l  

f a c i l i t a t e  a mechanism that  would a l l o w  the end-use customers 

an opportunity t o  part ic ipate.  

economic d i ve rs i t y  as f a r  as the type o f  fuel mix tha t  are out 

there. And wi th  that ,  I w i l l  pass i t  back over t o  Herman. 

It would also allow fo r  some 

MR. DYAL: Thank you, B i l l .  I'm going t o  pick back 

up on the planning and the market design. 

please bear wi th  me, some o f  t h i s  i s  a l i t t l e  b i t  redundant o f  

I wish you would 
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east worthwhi 1 e, 

cooperatives t o  

The planning protocol t ha t  was f i l e d  and somewhat 

approved a t  FERC, t ha t  was a result o f  a l o t  o f  extensive 
col laborat ive e f f o r t ,  as Bud said. I t  delegated real  control 

and author i ty  o f  the regional planning process t o  the RTO. We 

were comfortable wi th  that .  We f e l t  tha t  t ha t  was a good 

planning protocol And now what we see f i l e d  here before the 

Commission i s  r e a l l y  - - well, i t  has k ind o f  been butchered. 

And we are  very uncomfortable wi th  the planning 

protocol as i t  i s  presently f i l e d  wi th  the Commission, and we 

r e a l l y  don' t  th ink tha t  was necessary. As Bud safd, you a l l  

d i d n ' t  require that .  

o f  done t h a t  under the disguise tha t  we have moved from a 

transco t o  an ISO, and I r e a l l y  don' t  th ink  tha t  was necessary. 

And I think we are asking or  encouraging the Commission t o  

r e s i s t  t h a t  change, tha t  we should s tay  w i th  a planning 

protocol, or  a t  leas t  a good portion o f  i t  as i t  i s  f i l e d  a t  

FERC. The planning should be done by the ISO, and i t  should 

have real  control and real  author i ty  i n  tha t  process. 

I t  real l y  wasn't asked. They have kind 

As f a r  as market design and monitoring, I th ink  as 

t h i s  Commission recognized i n  i t s  December 20th order, there is  
unquestioned market power here i n  the State o f  Flor ida.  The 

hands - -  I mean, tha t  market power i s  bas ica l ly  i n  the hands o f  
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the applicants. Therefore, we feel i t  i s  very important before 

any market design i s  implemented tha t  appropriate structural  

mechanisms and market monitoring procedures be i n  place. 

c r i t i c a l .  

I t ' s  

I think you understand tha t  from what I have seen. 

And we j u s t  encourage you t o ,  here again, stay active, stay 

involved i n  that .  Make sure tha t  t ha t  occurs, t ha t  those 

things are i n  place. Because t o  be per fec t l y  honest, a f t e r  a l l  

most o f  the benefi ts o f  an RTO come from implementation of an 

open access, nondi scrimi natory transmi ss i  on system i n a market 

t h a t  functions t o  produce competitive lower cost generation. 

And i f  we don' t  do tha t ,  or  i f  t h i s  Commission i s n ' t  v i g i l a n t  

i n  staying involved i n  that ,  we could very well  end up wi th  

having a Cal i forn ia  here i n  Florida. And a l o t  o f  tha t  i s  

s t r i c t l y  through market design and market monitoring. So I 

encourage you t o  stay involved i n  tha t  process. 

And, l a s t l y ,  Question 9, where you ask the use of 

physical transmission r i gh ts ,  I can't begin t o  explain t o  you 

the d i f f e r e n t  markets. That i s  over my head and the people 

here are a l o t  more qua l i f i ed  t o  do that.  So when I look a t  

t ha t  I look a t  it i n  very simple terms o f  where we a re  today 

and where we are  going t o  be when these markets become vibrant 

or  when they are  put i n t o  place. 

A l l  I know simply r i g h t  now i s  I ' m  not paying 

congestion management. If I am, i t  i s  social ized or somewhere 

I don' t  see it. And what we were asking i s  as you s t a r t  up 
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these markets and as you s t a r t  dealing w i th  congestion 

management, tha t  we make sure tha t  there i s  protect ion or 
market things i n  place tha t  would avoid any cost spiking tha t  

would occur due t o  congestion management. We have seen i t  i n  

other markets where t h i s  has occurred, where they have put 

markets i n  and a l l  o f  a sudden we have got p r i ce  spikes due ' to 

congestion management. 

And we don ' t  have tha t  r i g h t  now i n  the State o f  

Flor ida,  and I would sure hate t o  see tha t  happen, you know, as 

the market goes i n .  There should be some mechanism i n  place t o  

avoid that .  We r e a l l y  need t o  understand the market and 

congestion i n  the State o f  Flor ida well enough when i t  goes i n  

t h a t  we understand exact ly what those costs are and a t  least  

somehow mit igate those, so tha t  a l l  consumers - -  here again, 

a l l  r e t a i l  consumers i n  the State o f  Flor ida are treated 

fa i r ly .  That we don ' t  get any group o f  customers, whether i t ' s  

mine as a cooperative, or whether i t ' s  a cer ta in  group ins ide 

o f  an investor-owned tha t  has t o  pay these congestion 

management charges simply because we d i d n ' t  understand the flow 

o r  the market tha t  was going on. 

So, I don't  have any preference, i n  fact ,  I ' m  

probably not smart enough t o  have a preference between physical 

and f inanci  a1 , we' r e  real  l y  going t o  have t o  depend a 1 o t  on 

what other people t e l l  us, and we are going t o  have t o  depend 

on the Commission t o  ensure tha t  the transmission r i gh ts  

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 

69 

whenever they are a1 1 ocated or however they are a1 1 ocated 

protect the LSEs. Protect us t o  the extent t ha t  our consumers 

don't bear these unusual p r ice  spikes t h a t  can come from 

congestion management. So, tha t  i s  probably our biggest 

concern w i th  tha t  i s  t h a t  we have i n  place mechanisms-that w i l l  

protect us from pr ice  spikes o r  congestion management, quote', 

from day one. We go i n  probably w i th  a l i t t l e  more knowledge. 

That i s  bas ica l l y  a l l  we have. 

l i k e  t o ,  here again, thank you fo r  the opportunity t o  present 

our views and our concerns. Again, I w i l l  encourage the 

Commission t o  be v ig i l an t ,  and t o  take whatever steps are 

necessary t o  ensure tha t  a l l  the r e t a i l  consumers, including 

both investor-owned and ours are t reated fa i r l y  and can a l l  

benef i t  from the formation o f  an RTO. That's a l l  I have. Any 

questions? 

In closing I would 

CHAIRMAN JABER: Thank you . Commissioners, do you 

have any questions o f  M r .  Dyal or M r .  Hetherington? Okay. 

F1 orida Municipal Power Agency. Mr . Bryant. 

MR. BRYANT: Thank you, Madam Chairman. We are 

prepared t o  go forward w i th  our remarks. I d i d n ' t  know i f  the 

Commission would want t o  take a b r i e f  break, and then we would 
f i n i s h  up before the lunch hour. I'm a t  your pleasure, 

Commissioners . 
CHAIRMAN JABER: We may want t o  take a break, but 

we ' r e  moving forward. 
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MR. BRYANT: Okay. 

CHAIRMAN JABER: We will take a break a t  noon. 
MR, BRYANT: Thank you, Madam Chairman. I'm Fred 

I am the general counsel for the Florida Municipal 3ryant. 
Power Agency. The Florida Municipal Power Agency i s  a 
governmental entity chartered by the State of Florida under ' 

state statute. We have 29 member municipal electric uti l i t ies 
1 iterally spanning from Chattahoochee down t o  Key West. 
Thirteen o f  our member municipal electric utilities are i n  w h a t  
Ne call the a l l  requirements project o f  the Florida Municipal 
Power Agency, and t h a t  simply means t h a t  the Florida Municipal 
Power Agency is  responsible for providing the to t a l  power 
supply o f  those 13 cities. Those 13 cities currently are 
3ushnel1, C1 ewi ston, Fort Meade, Fort Pierce, Green Cove 
Springs , Havana, Jacksonvi 1 1 e Beach, Key West, Leesburg , 
Vewberry, Ocala, Starke, and Vero Beach. T h i s  Friday we expect 
to add the City o f  Kissimmee t o  the a l l  requirements project; 
In the near future, the City of Lake Worth. 

The Florida Municipal Power Agency and i t s  current 13 

FMPA members serve approximate1 y 1,000 megawatts o f  1 oad, have 
approximately 1,200 megawatts o f  generation resources, and own 
approximately 350 miles of 230 kV, 138 kV, and 69 kV 

transmi ssion w i t h  an approximate book Val ue before depreciation 
o f  188 million. We would submit t o  this Commission t h a t  FMPA 

and i ts  a l l  requirement cities have a significant role t o  play 
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i n  the gr id  o f  the State o f  Florida and are very dependent upon 
a f a i  r and equi tab1 e resol ution t o  these probl ems. 

As an overview, the applicants seek applause f o r  a 
role they have not yet played. Their f i l i n g  seeks approval 

based on how far they have come as opposed t o  approval based on 
arriving a t  where they should be. We forget t h a t  not over 
three years ago we and others, the transmission dependent 
uti l i t ies,  came t o  this Commission seeking your involvement i n  

years of transmission discrimination and years o f  transmission 
denial by the applicants. We applaud the Commission's efforts 
t o  date. 

In this very room three years ago i n  a previous 
transmission workshop appl icants  denied t h a t  there were 
transmission problems, denied t h a t  there was transmission 
pancaking, denied t h a t  there would be savings i n  power supply 
costs i f  the transmission grid were operated by an independent 
entity as a unified grid. Congress, the courts, the Federal 
Energy Regul atory Commi ssion, and h i  story have proven the 
appl i cants were wrong. 

We should not allow the applicants t o  avoid FERC's 

and this Commission's orders requiring the applicants t o  fu l ly  

comply w i t h  the legal requirements for a t o t a l l y  independent, 
fu l ly  transparent, and nondiscriminatory GridFlorida. 
GridFlorida as proposed by the applicants, does not meet these 
legal standards nor does their f i l i n g  meet the requirements 
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I n  the b r i e f  time we have been a l l o t t e d  we w i l l  t r y  

t o  high1 i g h t  GridFlorida's def ic iencies from the perspectives 

o f  the Commission's December 20, 2001 order, and your g r i d  b i l l  

j u r i sd ic t ion .  Our f i l i n g  i n  t h i s  docket presents greater 

de ta i l .  Today we w i l l  not attempt t o  navigate the maze between 

federal j u r i sd i c t i on  and s tate ju r isd ic t ion .  We leave tha t  t o  

another time and perhaps t o  others. 

FMPA ' s comments w i  11 focus on governance issues, 

which I w i l l  speak t o ;  planning and operations issues, which 

Bob W i  1 1 i ams, our d i  rector  o f  engineering, w i  11 address ; 

p r i  c i  ng i ssues , which our ra te  consultant , Joe ti nxwi 1 e r  , w i  1 1 

cover; and market design, market power, reserve requi rements, 

o r  ICE,  and national developments which w i l l  be addressed by 

Cindy Bogorad, our Washington, D.C. counsel . 
I 
!be a key element fo r  the success o f  GridFlorida. We believe 

tha t  the selection and removal process o f  the board o f  

d i  rectors o f  Gri dF1 o r i  da i s def i c i  ent We bel i eve t h a t  the 

current structure o f  the board selection committee, or  the BSC, 

which i s  not  subject t o  pub l i c  meeting requirements, as 

proposed by the applicants, i s  unfair ly weighted toward the 

appl i cants 

Now, as t o  governance o f  GridFlorida and why i t  w i l l  I 

The applicants have three representatives on the 

board select ion committee whi le the other f i v e  industry sectors 
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have only one representative each. And the n in th  board 

select ion committee representative i s  elected a t  large by the 

advisory committee. The point  I ' m  t ry ing t o  make i s  tha t  the 

math d ic ta tes tha t  the applicants have an advantage. Advantage 

surely does not equate t o  independence o f  the board. We submit 
tha t  the advisory committee i s  more balanced and tha t  it, not 

the board selection committee, should select GridFlorida 

directors.  And l e t  me repeat, we submit t ha t  the advisory 

committee composed of the stakehol ders, i ncl udi ng Pub1 i c 

Counsel and t h i s  Commission representatives i s  a more 

representative body t o  select the board o f  d i rectors .  

The appl icants argue tha t  these e l  i t e  potent ia l  board 

candidates do not want t o  subject themselves t o  being selected 

by the masses, thus the need for the board select ion committee. 

We re jec t  tha t  concern. 

can e lec t  a president o f  our country, the potent ia l  board 

members o f  GridFlorida surely w i l l  not  object  t o  being 
i nte rv i  ewed and sel ected by the thl' rteen-member advi sory 

committee . 

I f  the common people o f  t h i s  country 

As proposed by the applicants, the board selection 

committee has the author i ty  t o  remove board members. We submit 

tha t  the advisory committee w i th  i t s  more balanced 

representation should have the responsi b i  1 i t y  f o r  removal o f  a 

board member upon a super major i ty  vote. Meetings between the 
board and any advisory committee member should be open t o  the 
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publ i c .  And a1 1 advi sory committee representatives shoul d have 

an opportunity t o  address the board. The transmission system 

o f  the S t a t e  o f  Flor ida i s  and must be for the benef i t  o f  a l l  

F lor ida consumers. The advisory committee i s  structured so as 

t o  represent F1 orida consumers t o  the greatest extent possible. 

The board must not and cannot be isolated from these advisory 

committee members 

The publ ic meeting requirements fo r  the board are 

p ivota l .  We, the publ ic power municipal u t i l i t i e s ,  who must 

conduct a l l  o f  our business i n  the publ ic forum occasionally 

complain about the inef f ic iency o f  those requirements, yet the 

overwhel m i  ng benef i ts o f  f u l l  d i  scl osure and t o t a l  openness 

cannot be ignored. The GridFl or1 da transmi s s i  on system w i  11 be 

a monopoly infused wi th  publ i c  purpose and publ i c  necessity. 

The publ i c must have unfettered access t o  GridFl orida ' s 

meetings i n  order t o  ensure that  GridFlorida always acts i n  the 

publ ic interest .  The Commission should re jec t  the provisions 

o f  the applicant 's f i l i n g s  that  allow board members t o  confer 

outside publ i c  meetings and t o  conduct publ i c  business by 

notat ional voting. 

CHAIRMAN JABER: Mr. Bryant, you would agree, though, 

tha t  there are some si tuat ions where the board should have a 

closed meeting? 

MR. BRYANT: Absolutely. And we do not quarrel wi th  

the general basis o f  the nonpublic meeting f i l i n g  that  the 
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icants have f i l e d .  

speci f ics as t o  the l im i ta t ions  on that .  And we, who l i v e  

However, the general i ty i s  de f ic ien t  i n  

i n  publ ic  open meetings, rea l i ze  the importance and the 

necessity o f  f i n e l y  drawn l i nes  as t o  when meetings are in 
darkness as t o  t o t a l  open sunshine. 

CHAIRMAN JABER: I n  terms o f  taking a col laborat ive 

forward, though, there are opportunit ies t o  reach consensus on 

when those 1 i m i  ted circumstances would warrant a c l  osed 

meet i ng? 

MR. BRYANT: Yes. And I think based upon what we, as 

government i n  Florida, through the publ i c  record 1 aws have 

accomplished i s  a major step forward t o  ar r iv ing.  We, as 

publ i c  government, have some o f  those very exceptions, which I 

th ink  are very c r i t i c a l  t o  the e f f i c i e n t  and f a i r  operation o f  

government i n  the State o f  Florida. 

CHAIRMAN JABER: So something s imi lar  t o  tha t  you 

would agree to? 

MR. BRYANT: Yes, ma'am. 

CHAIRMAN JABER: Okay. In terms o f  the advisory 

committee select ing the board, how do you propose the advisory 

committee gets elected? 

MR. BRYANT: We1 1, the advisory committee current ly  

structured, which I th ink  i s  appropriate, i s  they are simply 

designated by t he i  r appropriate company or  process. For 

example, I am an alternate. As  an o f f i c e r  o f  my company, I am 
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an alternate to the advisory committee. Bob Williams, the 

director o f  engineering, is the member simply because more of 
the details o f  the advisory committee deal with the technical 
aspect o f  it. B u t  my board appointed M r .  Williams and myself 
t o  the advisory committee. 

CHAIRMAN JABER: And how many people are on the 
advisory committee? 

MR. BRYANT: Thi rteen. 
CHAIRMAN JABER: And  in terms o f  the IOUs, hasn't 

each IOU designated a person then on the advisory committee? 
MR. BRYANT: Yes, ma'am. The applicants propose that 

nine stretches the manageability of the board's selection 
process. I would suggest to you that four more than nine, 
i . e . ,  13, L e . ,  the advisory committee, is far from stretching 
the capabilities o f  the advisory committee. 

CHAIRMAN JABER: Is Public Counsel on the advisory 
commi t tee? 

MR. BRYANT: They have a slot open t o  them, yes, 
ma'am. 

CHAIRMAN JABER: Is there a slot f o r  the PSC on the 
advisory committee? 

MR. BRYANT: Yes. You have a representative position 
that either Public Counsel or the Commission would fill. 

CHAIRMAN JABER: It's an ei ther/or? 
MR. BRYANT: That is my recollection. I stand 
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corrected. 

CHAIRMAN JABER: There are two s lo ts  on the advisory 

zommittee f o r  governmental en t i t ies?  

MS. BOGORAD: But only one on the board. 

MR. BRYANT: Board select ion committee, r i g h t .  

CHAIRMAN JABER: Is t ha t  correct, Mr. Naeve? Okay. 

Thank you. Go ahead, M r .  Bryant. 

COMMISSIONER DEASON: Before you leave tha t ,  j u s t  l e t  

I t ' s  your recommendation tha t  the advisory me ask a question. 

committee actual ly  select the board. And I guess my question 

i s  would tha t  elevate the advisory committee above advising an 

independent board because i t ' s  l i k e  the bosses o f  the board are 

advising the board, and i t ' s  l i k e  whatever they advise i s  what 

the board i s  going t o  accept or they lose t h e i r  job. I'm just 
t ry ing t o  understand the d i s t i nc t i on  there, and i t  seems t o  be 

a key r o l e  f o r  there t o  be independent board members. 

MR. BRYANT: Commissioner, I don' t  th ink  there i s  any 

d i  fference i n  tha t  aspect as between the advisory committee and 

the board select ion committee. The same indiv idual  s who are on 

the advisory committee would be el i g i b l  e t o  be on the board 

selection committee. I t ' s  simply a lesser number. The math 

dictates tha t  w i th  the applicants having three on the board 

selection committee, i t ' s  a much narrower representation o f  

what we call the stakeholders o f  the transmission system, tha t  

i s  a l l  users. And, therefore, three plus two controls where on 
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the advisory committee three plus four must control . 
COMMISSIONER DEASON: So i s  the real  issue not so 

nuch what you c a l l  it, but i t ' s  the weighting; i s  three out o f  

nine or  three out o f  t h i r t een  the real  issue? 

MR. BRYANT: I th ink  so, yes, s i r .  I n  a l l  

p r a c t i c a l i t i e s  I th ink so. 

CHAIRMAN JABER: But I thought also the 

d i s t i nc t i on  - - Mr. Bryant, you need t o  correct us i f  we are 

wrong. 

committee and the board selection committee was the advi sory 
committee was more technical i n  nature and would be advising 

the IS0 board on the day-to-day operations o f  the ISO; whereas, 

the board selection committee only serves f o r  t ha t  purpose. 

But 1 thought also the d i s t i nc t i on  between the advisory 

So goi ng t o  Commi ss i  oner Deason ' s questi on i n terms 

o f ,  you know, an inherent c o n f l i c t  o r  a t  least  the appearance 

tha t  the advisory committee would perhaps t a i l o r  t h e i r  

recommendations t o  please the board, t ha t  i s  a closer 
re la t ionship than t h i s  board selection committee tha t  w i l l  only 

serve the function o f  select ing the members o f  the board. 

MR. BRYANT: Well, the dif ference might be, 

Commissioner, and l e t  me underscore might be the indiv iduals as 

opposed t o  the en t i t i es .  The e n t i t i e s  w i l l  be the same. The 

ind iv iduals  might be d i f f e ren t .  Now, am I a technical person? 

Heaven knows I don't t h ink  so. Will I be e l i g i b l e  for the 

board selection committee? I th ink I would be. And I ' m  an 
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a1 ternate on the advi sory committee. 

Now, which r o l e  am 1 playing when I am on the 

advisory committee, and which r o l e  am 1 playing i f  I am on the 

board selection committee, or do I meet the requirements tha t  

M r .  Naeve suggested are so important t h a t  you be senior 
management o f  some type o f  predi sposi t i o n  t o  se l  ect ing these 

board o f  d i rectors who want t o  meet i n  secret so tha t  t h e i r  

i d e n t i t y  i s  not known t o  the masses. I r e j e c t  t ha t  concept, 

qu i te  f rankly.  And we, who are i n  publ ic  power, re jec t  tha t  

s t  rongl y . 
But, nevertheless, i n  answer t o  your question I th ink  

the e n t i t i e s  are the same, the indiv iduals might d i f f e r .  And 

t h a t ' s  f ine .  We may well want, i f  we're selected, t o  have our 

CEO par t i c ipa te  or our chairman o f  the board part ic ipate,  I 

don I t know . 
We also encourage t h i s  Commission t o  re jec t  the 

proposit ion tha t  the f i l i n g  allows committees o f  the board t o  

meet i n  pr ivate and exercise powers o f  the board. Although 

M r .  Naeve today made a s l i g h t l y  d i f f e ren t  representation o f  

those committee members, which was not spelled out i n  the 

f i l i n g ,  we are encouraged by tha t  s l i g h t l y  d i f f e ren t  

representation. And perhaps simply because o f  the press o f  

time the c l a r i f i c a t i o n  necessary i n  the appl icat ion d i d  not 

appear 

We also re jec t  the applicant 's f i l i n g s  tha t  allow 
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executive or nonpublic board meetings that are not strictly 
ci rcumscr bed and appropri ate1 y recorded. 
dith board members must be restricted. Most of us cannot and 
dill not be able to frequent these board members' country 

Ex parte contacts 

clubs. An occasional social encounter between a board member 
and a stakeholder representative is not necessarily a cause 'for 
alarm. But the lobbying o f  these board members must be 
restri cted and cl osel y monitored. 

An occasional social meeting between a board member 
and a stakeholder representative can be logged on the board's 
debsite. The appearance of impropriety cannot allow it to 
become a reality. Public records and open information policy 
i s  the cornerstone of our local, state, and federal 
governments. This access to information is equally important 
for a successful GridFlorida. The abuses that occurred in 
California and the collapse of Enron are largely due to a lack 
o f  information and the resulting manipulation of the markets. 
Such abuses cannot be tolerated or a1 1 owed to breed in the 
dark. 

And the glaring spotlight of public information 
requirements has proven to be effective against the evil tha 
lurks in the darkness. The applicants' filing places serious 
limitations on the requirements for GridFlorida's records to be 
public records. The applicants are narrowing the scope o f  open 
public information by requiring that only significant actions 
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taken by the secur i ty coordinator should be subject t o  publ ic 

records. This l i m i t a t i o n  should be rejected by the Commission. 

There should also be a disclosure o f  a l l  actions 

taken by the congestion manager. The defaul t  category fo r  

information -in the g r i d  f i l i n g  i s  the category o f  nonpublic 

information. We submit that  the presumption, instead, shoul'd 

be that  a l l  information o f  GridFlorida f a l l s  wi th in  the 

category o f  open publ ic information, unless a need i s  

demonstrated by GridFlorida for  more r e s t r i c t i v e  access t o  that  

i nformat i on. 

I n  summary, much progress has been made i n  the 

provisions o f  the appl icant 's f i l i n g  dealing wi th the 

governance issues. We appl aud tha t  progress. However, the 

progress s iould not be allowed by t h i s  Commission t o  be a 

subst i tute fo r  the seeking o f  perfect ion. We encourage t h i s  

Commission t o  require the appl icants t o  r e c t i f y  these 

governance problems which are more f u l l y  set f o r th  i n  our f i l e d  

comments. 

And w i th  that ,  unless there are questions, I will 
have Mr. Wi l l i ams ,  our director o f  engineering, speak t o  you 

about p l  anni ng i ssues . 
CHAIRMAN JABER: Thank you, M r .  Bryant. 

MR. WILLIAMS: Well ,  I'm glad t o  be back here again 

in Tallahassee. The weather i s  just wonderful . I want t o  keep 

my comments b r ie f  because Joe has some things t o  say, and Cindy 
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does, as wel l .  

On planning and operations, planning i s  an area we 

believe where the PSC's g r i d  b i l l  author i ty gives i t  both 

author i ty  and the strong in te res t  t o  i n s i s t  on the rea l i za t ion  

o f  i t s  v i s ion  as set f o r t h  i n  the December 20 order o f  an RTO 

capable o f  achieving e f f i c i e n t  integrated planning and 

operations. Whi 1 e some changes were necessary t o  re f1  ect  the 

fac t  t ha t  GridFlorida w i l l  no longer construct and own 

transmission f a c i l i t i e s ,  the changes from transco t o  IS0 do not 

j u s t i f y  the radical departure from the co l laborat ive ly  

devel oped FERC approved p l  anni ng protocol . 
The broad stakehol der supported p l  anni ng protocol was 

acceptable f o r  FPC i n  the former version, and they had always 

supported and planned t o  t r e a t  GridFlorida as an IS0 turning 

over only operational control rather than ownership. And we 

don' t  see why the applicants should now change and be able t o  

get away from what they have f i l e d .  

CHAIRMAN JABER: Mr. Williams, a f te r  we made our 
December decision, d id  you a l l  pick up the col laborative? 

Again, d i d  you a l l  par t ic ipate i n  the col laborative? 

MR. WILLIAMS: Yes, we did. And the col laborat ive - -  
I th ink  Mike alluded t o  the press o f  t i m e  - -  was not r e a l l y  - -  
I guess i t  was sort o f  a col laborative, but i t  was a very 

abbreviated col laborative. We had very l i t t l e ,  l i k e  a day or 
two t o  respond t o  documents. They l is tened t o  our comments and 
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objections, and they may have included some things; they d i d n ' t  

include many. And i t  was j u s t  very d i f f i c u l t  fo r  us t o  provide 

f u l l  in-depth comments because we had no time t o  review, and i t  

was j u s t  a very tough process t h i s  time around. The l a s t  time 

i t  took several months, not several weeks t o  go through it, and 

we had to ,  basical ly,  do ?t again i n  a very f a s t  fashion. I't 

was very d i  ff i cu l  t . 
The resu l t  o f  what they f i l e d  i s  instead o f  achieving 

the planning ef f ic ienc ies the Commission intended t o  achieve 

through formation o f  GridFlorida, i t ' s  the same old, same old. 

Much o f  the planning i s  l e f t  t o  the transmission owners. The 

large transmission owners I would add, not some o f  us smaller 

ones. The functions remain i n  the hands o f  the market 

part ic ipants wi th incentive and a b i l i t y  t o  discriminate, forego 

benef i ts o f  standardizati on and integrated p l  anni ng . The 

resul t i s vu1 cani zation i nstead o f  integrated p l  anni ng. 

I would 1 i ke t o  a1 so harken back t o  an example I gave 

a few weeks ago on Cane Island. A t  Cane Is land we have a 

s i tua t ion  where we have Kissimmee U t i l i t y ,  a transmission 

owner; FMPA, transmission owner; Orlando, transmission owner; 

Flor ida Power Corporation, transmission owner; Tampa E lec t r i c  

transmission owner, and Reedy Creek i n  the same area. Now, i f  

we a l l  plan our systems together, independently, how do we plan 

that  area? We have got f i v e  people involved. And that i s  kind 

o f  the center o f  the load i n  the S t a t e  o f  Flor ida.  It's not 
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f a r  from that  point, I would guess. And we have a l o t  o f  

transmission and we are going t o  b u i l d  more. And how do we 

plan that? We can ' t  plan i t  vulcanized. It has t o  be planned 

on an integrated RTO statewide basis as f a r  as I ' m  concerned. 

And with tha t  I w i l l  re l inquish my t i m e  t o  Joe, 

unl ess you have any questions. I 

CHAIRMAN JABER: Not yet. Thank you. 

MR. LINXWILER: My name i s  Joe Linxwi ler ,  

L-I-N-X-W-I-L-E-R, and I am with the firm o f  Fred Sa f fe r  and 

Associates i n  Orlando. And I have been a consultant, 

engineering, economics, and r a t e  consultant t o  municipal i t ies 

and cooperatives and others i n  Florida and i n  the southeast f o r  

about 25 years now. I appreciate the opportunity t o  be here. 

It has been awhile since I have been back before t h i s  

Commission. 

1 guess I am i n  the somewhat unusual posi t ion o f  

coming before you today t o  support par t  o f  the applicants' 

f i l i n g  before you. And tha t  i s  the cost-recovery mechanisms 

tha t  they have proposed. FMPA, and I th ink  others, would have 

preferred the or ig ina l  regime that  was proposed fo r  GridFlorida 

under which, essent ia l ly ,  a l l  r e t a i l  load would be under a 

uniform t a r i f f  and set o f  ra tes .  We th ink tha t  i s  the best way 

t o  avoid discrimination and t o  provide a leve l  playing f i e l d .  

But we do think short of that  i t  i s  important t o  have a 

mechanism - -  mechanisms by which certain costs o f  the RTO can 
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be shared among a77 r e t a i l  ratepayers i n  Florida, including the 

r e t a i l  customers o f  the applicants. We th ink  these mechanisms 

are very important r e a l l y  i n  order f o r  the RTO t o  be ef fect ive.  

There are many transmission owners i n  Florida, as you 

have heard; cooperatives, a number o f  the municipals, TDU 

municipals, and non-TDU municipals, as well  as the 

investor-owned u t i l i t i e s .  I th ink there i s  a real potent ia l  t o  

have a Swiss cheese type o f  RTO i n  Flor ida i f  there i s  not 

e f fec t i ve  compensation for transmission owners t o  tu rn  over the 

control o f  t h e i r  transmission f a c i l i t i e s  t o  the RTO. This i s  

p a r t i c u l a r l y  the case w i th  FMPA's members and some o f  the other 

municipals, members o f  the a l l  requirements pro ject  and other 

municipals. Let me quickly dispel, I th ink,  one myth tha t  I 

come in contact wi th  qu i te  often and tha t  i s  the myth tha t  some 
of the TDUs, the municipals and others have bas ica l ly  l i t t l e  

rad io f a c i l i t i e s  out on the end o f  somebody e lse 's  f a c i l i t y .  

That i s  not the case a t  a l l .  

By and large most o f  the f a c i l i t i e s  tha t  FMPA and i t s  

member c i t i e s  have a t  69 kV and above are e i ther  looped 

d i r e c t l y  - -  looped f a c i l i t i e s  or they do operate i n  para l le l  

w i t h  the f a c i l - i t i e s  o f  FPL, Florida Power Corp, and so f o r t h  

and provide alternate paths. And we have already heard one 
story  of an alternate flow across some of the co-op f a c i l i t i e s .  

That happens rout inely.  Our f a c i l i t i e s  operate i n  parallel . 
The best example, I w i l l  j u s t  h igh l igh t  the Central Florida 
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example tha t  Bob Williams mentioned. There we have the l i nes  

coming out o f  the Cane Is1 and f a c i l  i t i e s .  Those 1 ines connect 

wi th Orlando, Kissimmee, the new l i n e s  connecting over t o  

Flor ida Power Corp's Intersection City f a c i l i t i e s .  That r e a l l y  

beefs up the backbone i n  the Central Flor ida area and you have 

a number o f  part ic ipants bu i ld ing those f a c i l i t i e s  and beefing 

up the en t i re  g r id ,  and i t  i s  a network w i th in  Central Florida. 

So, se t t ing  aside - -  I mean, i f  you understand tha t  

these f a c i l i t i e s  are r e a l l y  networked g r i d  f a c i l i t i e s  - -  Ocala, 

f o r  example, has 230 kV loop type f a c i l i t i e s ,  and provides 

transmission not only t o  i t s e l f ,  but t o  a cooperative, I 

believe i t  i s  Sumter E lec t r i c  Cooperative. So these f a c i l i t i e s  

are r e a l l y  important t o  have i n  an integrated g r i d  where a 

s ingle - - t o  provide one-stop shopping. 

And I th ink  tha t  i s  one o f  the main reasons FERC 

issued Order 2000 and one o f  the main reasons we are here today 

i s  t o  provide one-stop shopping. And I don' t  believe an RTO 

can provide one-stop shopping without ge t t ing  a number o f  these 

e n t i t i e s  i n t o  the g r i d  and get t ing control. And, qu i te  

f rankly,  I th ink  there i s  a b i g  question as t o  whether a number 

o f  the municipal systems i n  Central Flor ida and a l l  up and down 

the peninsular w i l l  t u r n  over t h e i r  fac i l - i t ies  t o  RTO control 

without adequate compensation fo r  those f a c i l i t i e s .  So, we 

believe - -  and i f  the vehicle for t h a t  adequate compensation i s  

the so-cal led TDU adder, then we are here t o  support that .  We 
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think i t  i s  very important t o  r e a l l y  have a vibrant and 

funct i  on7 ng RTO . 
I could t a l k  probably a l l  day about TDU f a c i l i t i e s .  

1 would cer ta in ly  l i k e  t o  You have heard enough about them. 

answer any further questions you might have. 

CHAIRMAN JABER: Can you get more speci f ic  on the 'TDU 

adder? 

MR. WILLIAMS: Yes. Ms. Bogorad j u s t  pointed out t o  

me that  I w i l l  not - - I d idn ' t  want t o  concentrate so much on 

dhat pa r t i cu la r l y  goes i n t o  the TDU adder because tha t  i s  under 

review a t  FERC, and we think tha t  i s  a FERC matter, and tha t  i s  

a ju r i sd ic t iona l  b a t t l e  we don' t  want t o  get embroiled i n ,  but 

Me do th ink  the mechanism - -  

CHAIRMAN JABER: Well, what exactly i s  that? 

MR. WILLIAMS: Well, one o f  the - -  there i s  one issue 

that we have and i t  was already mentioned by the cooperatives, 

and tha t  i s  the demarcation date. We believe tha t  the new 

f i l i n g  f o r  reasons tha t  don' t  seem t o  us t o  correspond t o  your 

order move the 1 i ne o f  demarcation between what i s  considered 

new f a c i l i t i e s  and what i s  considered o ld  f a c i l i t i e s .  And 

cer ta in ly  i t  affects the cooperatives, Seminole's Calpine deal, 

i t  a lso  af fects  FMPA rather d i r e c t l y  because we have so many 

new f a c i l i t i e s ,  so much new investment coming i n  wi th  Cane 

Island. And tha t  i s  tha t  very integrated Central Flor ida k ind 

of transmission I j u s t  described t o  you. That i s  an important 
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issue t o  us. 

We don ' t  support t h a t  aspect o f  the f i l i n g ,  bu t  

rather the mechanism. We are certainly prepared t o  a t  the 
proper time fu l ly  support the revenue requirements t h a t  the 
Florida municipals would seek t o  recover on their facilities 
and have those, you know, ful ly  support those. We t h i n k  t h a t  
would be a proceeding a t  the FERC, but i t  would be an open 
stakeholder review and we would fu l ly  support the revenue 
requirements t h a t  we would seek t o  recover from the RTO. And 

i n  turn w h a t  i s  proposed here would flow through the TDU adder. 
Basically, we believe t h a t  the same criteria t h a t  

should apply t o  the municipals and other TDUs as applies t o  the 
applicants, and t h a t  i s  a l l  facilities above 69 kV. Tha t  has 

been a standard here i n  Florida f o r  some t ime delineating 
between transmission and distribution. Not universally, but  I 

t h i n k  i t  is  a very well established precedent, and I believe 
this Commission has used i t  i n  the past. And we t h i n k  the same 
criteria should be applied t o  a l l  transmission-owning entities, 
and t h a t  i s  69 kV and above. Thank you. 

CHAIRMAN JABER: Thank you. 

MS. BOGORAD: 1 ' m  Cindy Bogorad from Spiegel and 

McDi arm1 d 

CHAIRMAN JABER: Spell your last name f o r  the court 
reporter. 

MS. BOGORAD: B - 0 - G - 0 - R - A - D .  And as l u n c h  time 
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quickly approaches, I will just make a few points about a l l  the 
complex stuff about market design and market power. 
3ud Miller d id  a very good job o f  presenting those issues and 

de to t a l ly  agree w i t h  the critical importance o f  addressing 

I t h i n k  

market power before we rely on markets t o  discipline prices t o  
just and reasonable levels. And I'm not relying on whatever' 
congestion management scheme ultimately is  adopted t o  get the 
transmission constructed t h a t  Florida depends upon for re1 iable 
service and a robust market. And, you know, t h a t  i s  why a 
planning protocol like the one filed a t  the FERC i s  so v i t a l  

and why virtually if not a l l  the stakeholders vigorously 
objected i n  the very short collaborative process t h a t  we had on 
this so-called compliance f i l i n g  regarding the new planning 

protocol. So the market design is not going t o  solve the 
planning process and the need f o r  a very strong planning 

protocol . 
One th ing  which we do t h i n k  i s  important is  for this 

Commission not t o  get in to  either a jurisdictional battle on 
market design or i n  some ways much worse subject Florida t o  a 
market design t h a t  doesn't match the rest of the country. As 
you know, the Federal Energy Regul atory Commi ssion i s  

undergoing this massive standard market design rulemaking. I 

d o n ' t  know w h a t  they are going t o  come out  w i t h ,  b u t  i f  

Florida's market design is  not connected t o  Georgia's i t  will 

i sol ate F1 orida further and exacerbate the market power 
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Droblem. So I th ink i t  i s  very important i n  moving forward t o  

j e t  your voice heard a t  FERC, par t ic ipate a t  FERC on the 

question o f  what the market design should look l i k e ,  and on the 

z r i t i c a l  importance o f  mi t igat ing market power i n  tha t  process. 

3ut what you don' t  want i s  a bar r ie r  a t  the border where the 

two markets can ' t  t a l k  t o  each other, and market participant's 

in the remaining par t  o f  the country can ' t  send power down and 

Me can ' t  send power up. So t h a t ' s  why the market design thing, 

I ' m  not sure i t  i s  the issue f o r  you t o  be focussing on today 

iere so much as an issue t o  be involved a t  the FERC i n  ensuring 

that the market design they are coming up wi th  also works f o r  

I l o r i da .  

I guess the f i n a l  point  I w i l l  t ry  t o  sneak i n  i s  on 

zapacity reserves. That i s  an area where the FERC i s  bas ica l ly  

shrugging and saying t h i s  i s  a r e a l l y  important issue, we th ink  

i t ' s  j u s t  v i t a l l y  important t o  protect against p r ice  spikes and 

narket power, but we r e a l l y  don' t  know how. 

3aper tha t  came out a month or  two ago, they threw tha t  issue 

3pen. You know, t h i s  i s  an area where F lor ida i s  on the 

forefront,  where Flor ida has played a very strong r o l e  and t h i s  

zommission has played a strong ro le .  And there i s  no reason 

not t o  t e l l  FERC we want t o  continue t o  play tha t  r o l e  which 

has been so successful And -it i s  not something tha t  needs t o  

3e turned over t o  GridFlorida or FERC. 

I n  the option 

So by bas ica l l y  asserting before FERC and here i n  
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terms o f  the proposal and the proposal and t h i s  Attachment W 

i s  where the so-cal led I C E  requirement comes up. That i s  not 

something which has t o  be turned over t o  the applicant or t o  

FERC ju r isd ic t ion .  And I th ink FERC i s  prepared t o  hear states 

say t h i s  i s  something I can do, t h i s  i s  something I have done, 

I can do i t  successfully and protect the ratepayers i n  my 

state. And unless you have questions, I th ink  I made it. 

CHAIRMAN JABER: You did. Thank you very much. 

Okay. We are going t o  take a break and come back a t  1:OO 

I 

o ' c l  ock. 

2.1 

(Transcript f o l  1 ows i n  sequence i n  Volume 

- - I - -  
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