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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Review of Florida Power & Light

Company’s proposed merger with
Entergy Corporation, the formation Docket No.: 001148-El
of a Florida transmission company
(“Florida transco”), and their effect

on FPL’s retail rates.
/

COMBINED PREHEARING STATEMENT OF DYNEGY MID-STREAM
SERVICES, LIMITED PARTNERSHIP and DYNEGY INC.

Dynegy Mid-Stream Services, Limited Partnership and Dynegy Inc., together

("Dynegy"), in compliance with Florida Public Service Commission (the “Commission”)

Order No. PSC-01-1641-PCO-EI (the “Order”), hereby files the following as its

prehearing statement with respect to the prehearing currently scheduled for September

17, 2001 on the above referenced docket ( the “Phase 1 Hearing") with respect to

GridFlorida formation issues:

1.

Dynegy does not currently anticipate calling any witnesses during the hearing on
Phase I.

Dynegy does not anticipate using any exhibits as it will not be presenting any
witness testimony.

As its basic position for Phase | of this docket, Dynegy believes that the Federal
Energy Regulatory Commission (“FERC”) superceded the Commission’s
jurisdiction over Florida Power & Light, Florida Power Corporation and Tampa
Electric Company (the “GridFlorida Entities”) for the purposes of the formation of
GridFlorida when it took jurisdiction under FERC Order 2000 to review and

approve the formation and form of GridFlorida. Although FERC Order 2000
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provided discretion to the GridFlorida Entities as to the form and geographic

orientation of any regional transmission organization (“RTO”) formed,

participation in GridFlorida or a similar RTO is not discretionary. While it may be
appropriate for the Commission to review the level of expenditures by the

GridFlorida Entities related to the formation of GridFlorida, some or all of such

expenditures should be considered as necessary and prudent expenditures

which are ultimately recoverable from the customers of the GridFlorida Entities.

There are cost benefits to be derived by wholesale and retail electric customers,

transmission customers, municipal utilities, independent power producers and

electric cooperatives from the robust wholesale electric power market that
formation of GridFlorida would help to establish. Failure of the Commission to
permit some or all costs associated with the formation of GridFlorida to be
recoverable by the GridFlorida Entities would have a “chilling effect” on the
formation of GridFlorida or any RTO as the means by which such savings may
be realized.

The following are the issues of fact that Dynegy considers to be at issue for the

Phase | Hearing and its position with respect to each such issue. No witnesses

will be presented by Dynegy to address any of these issues.

A. Fact Issue 1 - What are the benefits to Peninsular Florida associated
with the utility’s (FPC, FPL, or TECO) participation in GridFlorida?
Having a single, unbiased entity operating the transmission system in the
state will provide better reliability to retail and wholesale electric

customers within Florida by providing more effective transmission
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congestion control, loop flow control, interconnection planning, emergency
management, and more timely energy balancing and other ancillary
services to generators.

Fact Issue 2 - What are the benefits to the utility’s ratepayers of its
participation in GridFlorida? There are cost benefits to be derived by
wholesale and retail electric customers, transmission customers,
municipal utilities, independent power producers and electric cooperatives
from the formation of GridFlorida in that “pancaked” transmission costs
would be eliminated. Pancaked rates act as a deterrent to the purchase
of wholesale power from cheaper sources. In addition, having a single
entity operating the transmission system in Florida would provide savings
through more coordinated transmission system upgrade costs. Finally,
access by generators of more economical electric power to transmission
on an equal basis with existing generators will introduce competition in
Florida’s wholesale energy supply and will likely reduce retail rates.

Fact Issue 3 - What are the estimated costs to the utility’s ratepayers
of its participation in GridFlorida? Dynegy has no position on this point
of fact.

Fact Issue 4 - Is FPC’s decision to transfer operational control of its
transmission facilities of 69 kV and above to GridFlorida while
retaining ownership appropriate? Dynegy has no position on this point

of fact.



E.

Fact Issue 5 - Is a Regional Transmission Organization for the
Southeast region of the United States a better alternative for Florida

than the GridFlorida RTO. Dynegy has no position on this point of fact.

The following are the issues of law that Dynegy considers to be at issue for the

Phase | Hearing and its position with respect to each such issue. No witnesses

will be presented by Dynegy to address any of these issues.

A.

Law Issue 1 - Is participation in a regional transmission organization
(RTO) pursuant to FERC Order No. 2000 voluntary? As stated above,
FERC Order 2000 provided discretion to the GridFlorida Entities as to the
form and geographic orientation of any RTO formed, but participation is
not discretionary for a FERC regulated transmission utility.

Law Issue 2 - Is Commission authorization required before the utility
can unbundle its retail electric service? Since FERC has established
its jurisdiction over the GridFIo.rida Entities for the purposes of the
formation of GridFlorida and has approved the formation and form of
GridFlorida, Commission authorization is not required before the utility can
unbundle its retail electric service with respect to transmission. The
Commission’s authority should be limited to the review and approval of
the method by which the formation and other costs of the GridFlorida
Entities and GridFlorida are imposed on the Commission approved rate
designs and issues of reliability and availability of transmission service

before and after GridFlorida's formation.



Law Issue 3 - Is Commission authorization required before the utility
can stop providing retail transmission service? To the extent that
retail transmission service is being terminated by one provider and turned
over to another provider pursuant to a FERC approved RTO formation
plan, the Commission’s authorization should be required only to the
limited extent of protecting the consumer by reviewing and approving the
least interruptive means by which such service is discontinued by one
provider and turned over to a subsequent provider.

Law Issue 4 - Is Commission authorization required before the FPC
can transfer operational control of its retail transmission assets? To
the extent that control of retail transmission assets is being turned over to
GridFlorida by FPC pursuant to a FERC approved RTO formation plan,
the Commission’s authorization should be required only to the limited
extent of (1) protecting consumers by reviewing and approving the means
which are least interruptive to electric transmission service by which such
control is turned over to GridFlorida and (2) review and approval of the
treatment of costs associated with such a transfer of operations in the rate
design of FPC.

Law Issue 5 - Is Commission authorization required before
FPL/TECO can sell its retail transmission assets? To the extent that
ownership of retail transmission assets is being transferred pursuant to a
FERC approved RTO formation plan, the Commission’s authorization

should be required only to the limited extent of (1) protecting consumers
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by the review and approval of the means which are the least interruptive
to electric transmission service by which such assets are transferred to
the subsequent owner and (2) review and approval of the treatment of

such a transfer of ownership in the rate design of the GridFlorida Entities.

The following are the questions of policy that Dynegy considers to be at issue for

the Phase | Hearing and its position with respect to each such issue. No

witnesses will be presented by Dynegy to address any of these issues.

A.

Policy Issue 1 - What policy position should the Commission adopt
regarding the formation of GridFlorida? As a matter of policy, the
Commission should (1) recognize the superceding authority of the FERC
over FERC regulated transmission utilities relative to approval of RTO
formation within Florida, (2) recognize the mandatory nature of the
requirement of FERC Order 2000 that FERC regulated utilities form or join
in an RTO, (3) acknowledge that some or all of the costs associated with
the formation of GridFlorida or any RTO, due to the mandatory nature of
such formation, be considered prudent compliance cost expenditures
which are subject to reimbursement through the rates of the GridFlorida
Entities, (4) focus Commission review of RTO formation to issues of
impact to rate design, transmission availability and transmission reliability
and (5) work towards the creation of a robust wholesale energy market in
Florida.

Policy Issue 2 - Is TECO’s/FPL’s decision to transfer ownership and

control of its transmission facilities of 69 kV and above to
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10.

GridFlorida appropriate? FP&L’s decision to transfer ownership and
control of its transmission lines of 69kV and above to GridFlorida, while
not the only option, is appropriate. Such transfer of assets to GridFlorida
is appropriate in that (1) it will help to assure that GridFlorida, as the entity
which will be responsible for transmission services and reliability in
Florida, is financially sound, (2) it will help to establish GridFlorida as an
acceptable credit risk for contracting with third parties, bond agencies and
lenders, and (3) will force GridFlorida as an entity to be concerned with
the cost, reliability and upkeep of its transmission assets as its primary
means of income.

Policy Issue 3 - Is the utility’s decision to participate in GridFlorida
prudent? The utility’s decision to participate in GridFlorida is prudent
since FERC Order 2000 did not make the formation and/or participation in

an RTO discretionary for any FERC regulated utility.

Dynegy has not stipulated to any statement of issues by the parties to this
docket.

Dynegy Mid-Stream Services, Limited Partnership currently has no pending
motions or other matters upon which action by the Commission has been
requested. Dynegy Inc. currently has pending before the Commission its
Renewed Petition to Intervene in this docket.

Dynegy currently has no pending requests or claims for confidential treatment by
the Commission.

Dynegy has complied with all requirements of the Order.
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WHEREFORE, Dynegy files this Phase | prehearing statement as required in the

Mowes A 0L

Thomas A. Cloud, Esquire
Florida Bar No. 293326
Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Orlando, Florida 32802-3068
Ph. (407) 843-8880
Fax: (407) 244-5690

and
W. Christopher Browder, Esquire
Florida Bar No. 883212
Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Orlando, Florida 32802-3068
Ph. (407) 843-8880
Fax: (407) 244-5690
Attorneys for Dynegy

Order.

CERTIFICATE OF SERVICE
| HEREBY CERTIFY that a true and correct copy of the foregoing has been

furnished by U.S. Mail to the following parties of record and interested parties, this 10"
day of September, 2001:

Parties of Record:

Office of Public Counsel Florida Industrial Power Users Group
Roger Howe c/o John W. McWhirter. Jr.

111 West Madison Street, # 812 400 N. Tampa Street, Ste 2450
Tallahassee, Florida 32399 Tampa, Florida 33602

Fax No. 850-488-4491 Fax No. 850-222-5606

McWhirter Reeves Law Firm Matthew M. Childs, Esq.

Vicki Gordon Kaufman Steel Hector & Davis, LLP

Joseph A. McGlothlin 215 South Monroe St. #601

117 South Gadsden Street Tallahassee, FL 32301

Tallahassee, Florida 32301 Fax No. 850-222-8410

Fax No. 850-222-5606



Andrews & Kurth Law Firm

Mark Sundback/Kenneth Wiseman
1701 Pennsylvania Ave., N.W.
Suite 300

Washington, DC 20006

Fax No. 202-662-2739

Thomas P. and Genevieve E. Twomey
3984 Grand Meadows Blvd.
Melbourne, FL 32934

Robert V. Elias

Florida Public Service Commission
Division of Legal Services

2540 Shumard Oaks Boulevard
Tallahassee, FL. 32399-0850

Fax No. 850-413-6250

Interested Parties:

Florida Power & Light Company
Mr. R. Wade Litchfield

700 Universe Blvd.

Juno Beach, Florida 33408-0420
Fax No. 561-691-7135

Day, Berry Law Firm

G. Garfield/R. Knickerbocket/S. Myers
CityPlace |

Hartford, CT 06103-3499

Fax No. 860-275-0343

Florida Industrial Co-generation
Association

c/o Richard Zambo, Esquire
598 S.W. Hidden River Ave.
Palm City, FL 34990

Fax No. 561-220-9402

Ausley Law Firm
James Beasley/Willis
P.O. Box 391
Tallahassee, FL 32302
Fax No. 850-222-7952

South Florida Hospital & Healthcare Assoc.
Linda Quick

6363 Taft Street

Hollywood, FL 33024

Fax No. 954-962-1260

Michael Twomey, Esquire
Post Office Box 5256
Tallahassee, FL 32314-5256
Fax No. 850-421-8543

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

Florida Electric Cooperatives Association,

Inc.

Michelle Hershel

2916 Apalachee Parkway
Tallahassee, FL 32301
Fax No. 850-656-5485

Foley & Lardner Law Firm

Thomas J. Maida/N. Wes Strickland
300 E. Park Avenue

Tallahassee, FL 32301

Fax No. 850-224-3101

Black & Veach

Myron Rollins

P.O. Box 8405

Kansas City, MO 34114
Fax No. 913-339-2934



CPV Atlantic, Ltd.

145 NW Central Park Plaza, Ste. 101
Port St. Lucie, FL 34986

Fax No. 561-873-4540

Colonial Pipeline Company
Jennifer May-Brust, Esq.
945 East Paces Ferry Road
Atlanta, GA 30326

Fax No. 404-841-2315

Florida Power Corporation

Paul Lewis, Jr.

106 East College Ave., Ste. 800
Tallahassee, FL 32301-7740
Fax No. 850-222-9768

Landers Law Firm
Leslie J. Paugh

P.O. Box 271
Tallahassee, FL 32302
Fax No. 850-224-5595

Moyle Law Firm

Jon C. Moyle/Cathy M. Sellers
118 North Gadsden Street
Tallahassee, FL 32301

Fax No. 850-681-8788

Tampa Electric Company
Ms. Angela Llewellyn
Regulatory Affairs
Tampa, FL 33601-0111
Fax No. 813-228-1770

Enron Corporation
Marchris Robinson
1400 Smith Street
Houston, TX 77002-7361

Katz, Kutter Law Firm

Bill Bryant, Jr./Natalie Futch

106 E. College Avenue, Suite 1200
Tallahassee, FL 32301

Fax No. 850-222-0103

Calpine Eastern

Thomas W. Kaslow

The Pilot House, 2™ Floor
Boston, MA 02110

Fax No. 617-557-5353

Duke Energy North America
Lee E. Barrett

5400 Westheimer Court
Houston, TX 77056-5310
Fax No. 713-627-6566

Holland & Knight

Bruce May

P.O. Drawer 810
Tallahassee, FL 32302-0810
Fax No. 850-224-8832

Legal Environmental Assistance
Foundation

James J. Presswood, Jr.

1114 Thomasville Rd.
Tallahassee, FL 32303-6290
Fax No. 850-224-1275

Reliant Energy Power Generation, Inc.
Michael Briggs

801 Pennsylvania Ave., Ste. 620
Washington, DC 20004

Fax No.

Florida Municipal Power Agency
Frederick M. Bryant

2061-2 Delta Way

Tallahassee, FL 32303

Fax No. 850-297-2014

Homer O. Bryant
3740 Ocean Beach Blvd., Unit 704
Cocoa Beach, FL 32931

Mirant Americas Development, Inc.
John G. Trawick

1155 Perimeter Center West
Atlanta, GA 30338-5416

Fax No. 678-579-5293
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PG&E National Energy Group Co. Sofia Solernou
Melissa Lavinson 526 15 Street, Apt. 14
7500 Old Georgetown Road Miami Beach, FL 33139

Bethesda, MD 20814
Fax No. 301-280-6913

-
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Thomas A. Cloud, Esquire
Florida Bar No. 293326
Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Orlando, Florida 32802-3068
Ph. (407) 843-8880
Fax: (407) 244-5690

and
W. Christopher Browder, Esquire
Florida Bar No. 883212
Gray, Harris & Robinson, P.A.
301 East Pine Street, Suite 1400
Orlando, Florida 32802-3068
Ph. (407) 843-8880
Fax: (407) 244-5690
Attorneys Dynegy



