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Dear Ms. Bayo:

Attached please find the original and fifteen copies of JEA’s Comments on Market Design
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Review of GridFlorida Regional DOCKET NO. 020233-EI
Transmission Organization (RTQO) Filed: May 13, 2004
Proposal. o

‘ /

JEA’S COMMENTS ON MARKET DESIGN ISSUES

Pursuant to Order No. PSC-03-1414-PCO-EI (Order 03-1414), issued by the Commission on
December 15, 2003, JEA, by and through its undersigned counsel, files its comments to the GridFlorida
Applicants (Applicants, GF) Issues for May 19-21, 2004 Market Design Workshop filed on April 29,
2004, and states as follows:

1. JEA compliments the Applicants for providing a detailed outline to assist in the dialogue
that will take place between the stakeholders at the May 19-20th Workshop. The comments that follow
are JEA’s initial thoughts on the ideas and issues raised and are subject to change based upon the
exchanges between the stakeholders that take place at the Workshop and comments filed subsequent to
the Workshop by the participants.

2. Unique Characteristics of Peninsular Florida

The Applicants have identified six characteristics of Peninsular Florida which need to be taken
into account when crafting a Market Design for the state. JEA agrees with the characteristics listed and

would add one more as follows:

. Under current Florida law, it is unlikely that there will be significant uncommitted
independent power capacity in GridFlorida available for sale to electric power marketers

or LSEs inside or outside of Florida.
3. Core Objectives

The Applicants have identified four core objectives for the energy market in Peninsular Florida

which must be satisfied. JEA agrees with the four core objectives with the revision to the third objective

stated below:
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. There should be assurance of suflficient resources, as identified by the Ten Year Site Plan
process established by §180.801, Florida Statutes, and the Florida Elcctrical Power Plant
Siting Act, §§ 403.501-518, Florida Statutes, (e.g., installed capacity reserves) to provide
adequate and reliable service of the customers of Peninsular Florida.

Additionally, JEA would add the following two core objectives:

. _ The market design should minimize cost shifts, thus encouraging broad participation by
* all existing transmission owners.

. The market design should utilize mechanisms and implement strategies that minimize the
overall cost of operation of GridFlorida.

4. Market Design and Congestion Management

(a) Energy Pricing: JEA supports a market clearing price with a hybrid of a bilateral contract
and centralized market.

(b) Transmission Service: JEA supports an integrated approach under an LMP model with
financial transmission rights for network service to GridFlorida retail load. Exports from GridFlorida
would need to be prescheduled.

(c) Market Settlement: JEA supports a two settlement system including both a day-ahead
market and a real-time market which addresses real-time imbalances and real-time congestion.

(d) Nodal or Zonal: JEA suggests that generators be paid the LMP at their bus (node), while
loads pay the load-weighted LMP in their zone.

(e) Bid Structure: JEA supports a bid system with multiple cost components, including
energy, no load, start-up, and vartable costs.

() Bids: JEA proposes cost-based bids for GridFlorida.

(2) Day-ahead bidding requirement: JEA supports partial mandatory bids with each LLSE

having an obligation to bid to cover its projected demand plus its margin of reserve not otherwise covered
by bilateral schedules.

(h) Limitation on Use of Real-Time Market: JEA does not support a balanced schedule
requirement.
(1) Transmission Rights: JEA supports the use of financial transmission rights with

allocation to existing users in a manner that minimizes cost shifts due to congestion.

() Redispatch Service: In a day-one market JEA supports the use of redispatch to create the
counter flows needed to allow a transaction to continue or to grant a new {ransmission service request.
Redispatch service will not be needed in a day~two market.

k) Control Area Option: JEA supports the use of a hierarchical control system that maintains
existing control areas since this will minimize the initial cost of the RTO’s implementation and allow
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greater flexibility for electric utilities to enter or exit GridFlorida.

) Ancillary Services:

JEA agrees that parties should be allowed to self-provide and enter into bilateral
agreements to provide ancillary services. JEA believes that the administration of ancillary services,
including reactive supply and voltage control from generation sources services, regulation and frequency
response service, energy imbalance service and operating reserve/supplemental reserve service, is
dependent upén the treatment of the other issues identified above, e.g., the use of cost-based bidding.
JEA is willing to work with the other stakeholders and the Applicants to develop the protocols necessary
to fairly administer these services.

(m) Losses: JEA is open to the LMP including marginal Josses. However, JEA is concerned
that in other parts of the country the inclusion of marginal losses has resulted in overcollections. JEA is

not convinced that return-in-kind compensation for losses is a viable solution but fears that it would lead
to definitional squabbling.

5. Market Monitoring and Market Power Mitigation

(a) Structure of the Market Monitor: JEA supports contracting with an independent Market
Monitor who would report directly to the GridFlorida Board.

)} Funding and Budget: The cost of the Market Monitor should be a component of the Grid
Management Charge.

(c) Methods of Monitoring: Using cost-based bidding, the problems associated with market
power would be greatly reduced along with the duties of the Market Monitor. The Market Monitor
should have the right to identify and investigate any activity that it believes might constitute or result in
market manipulation. Once such activity is confirmed, the Market Monitor should report these findings
to the RTO Board, all participating members and the appropriate regulatory and law enforcement
authorities.

(d) Timing of Mitigation: A market participant’s actions should be mitigated prior to
accepting and posting schedules where practical.

(e) Automatic or Manual Mitigation: JEA supports manual mitigation where necessary under

a cost-based bidding system allowing the participant an opportunity to explain apparently anomalous
bidding prior to mitigation.

) Mitigation Measures: Use of a cost-based bidding system would greatly reduce the use of
mitigation measures, e.g., “must-run” units would be bidding based on their actual costs just like every
other unit. Likewise, “safety-net bid caps™ would not be needed for the electric utilities’ transactions
associated with the vast majority of the state’s generation capacity.

(2) Withholding Sanctions: The Market Monitor should be able to investigate and sanction
both financial and physical withholding. The results of any investigation confirming such withholding
should be reported to the GridFlorida Board, all participating members and all transmission buyers.




6. Resource Adequacy

(a) Authority to Establish: The Florida Public Service Commission (FPSC) through the Ten
Year Site Plan process established by §180.801, Florida Statutes, and the Florida Electrical Power Plant
Siting Act, §§ 403.501-518, Florida Statutes, should continue to establish the appropriate level of
generation and transmission capacity for the state.

® “ Level of Resource Adequacy Requirement: Loss of Load Probability that includes CBM
as the equivalent of installed capacity should be used to establish the level of resource adequacy
requirement.

() Availability of Markets/Deficiency Auction: There should be a centralized capacity
market with a voluntary market administered by the RTO to clear bids offered for capacity.

(d) Term of Obligation: There should be both short-term and long-term obligations on the
part of each LSE.

(e) Enforcement: Sanctions should be applied after-the-fact and assigned by the RTO, FPSC
and/or FRCC depending on whether the infraction was committed by a member of the RTO or non-
member.

7. Treatment of Capacity Benefit Margin

(a) Application in Peninsular Florida: CBM should be included in the interface ATC
calculation.

(b) Establishment: The LSE would initially designate CBM with the RTO whe in turn
would include CBM reservations in the ATC calculations,

©) Associated Transmission: There should be a physical reservation of the CBM included in
the ATC calculations.

8. Regulatory/legislative environment: JEA will be prepared to discuss the current
regulatory/legislative environment as it relates to the development of GridFlorida at the Market
Design Workshop. Further, JEA reserves the right to respond, both at the Workshop and in
written comments filed subsequent to the Workshop, to the Applicants’ positions on this issue
presented at the pricing issues workshop.




Respectfully submitted this 13th day of May, 2004 by:

M%M

Suzanfé Brownless
Suzanne Brownless, P.A.
1975 Buford Blvd.
Tallahassee, Florida 32308
Phone: (850) 877-5200
FAX: (850) 878-0090
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished

by U.S. Mail to all parties listed below and also by (*) Hand-Delivery as indicated on this
(88 day of %’)ULW , 2004.

*Cochran Keating, Esq.
* Jennifer Brubaker, Esq.

Florida Public Service Commission

2540 Shumard Oak Blvd.
Tallahassee, FL. 32399-0850

Lee L. Willis, Esq.

James D. Beasley, Esq.

Ausley & McMullen Law Firm
227 South Calhoun Street
Tallahassee, FL 32301

Kenneth Hoffman
Rutledge Law Firm

P. O.Box 551
Tallahassee, FL. 32302

James A. McGee, Esq.
Florida Power Corp.

100 Central Avenue

St. Petersburg, FL 33701

Mark Sundback, Esq.
Andrews & Kurth Law Firm
1701 Pennsylvania Ave., N.W.
Suite 300

Washington, DC 20006

Calpine Corporation
Thomas W. Kaslow

The Pilot House, 2d Floor
Lewis Whart

Boston, MA 02110

John W. McWhirter, Esq.
McWhirter, Reeves Law Firm
400 North Tampa Street

Suite 2450

Tampa, FL 33601-3350

Duke Energy North America
Lee E. Barrett

5400 Westheimer Court
Houston, TX 77056-5310

Michelle Hershel

Florida Electric Coop. Association, Inc.

2916 Apalachee Parkway
Tallahassee, FL 32301

Linda Quick

South Florida Hospital and Healthcare

6363 Taft Street
Hollywood, FL 33024

Ms. Angela Llewellyn
TECO

P.O.Box 111

Tampa, FL 33601

David L. Cruthrids, Esq.
1000 Louisiana Street
Suite 5800

Houston, TX 77002-5050

Peter Antonacci, Esq.
Gordon H. Harris, Esq.
Gray, Harris Law Firm

301 South Bronough Street
Tallahassee, F1. 32302-3189

Bruce May, Esq.

Holland & Knight Law Firm
Bank of America

315 South Calhoun Street
Tallahassee, FL 32302-0810



Frederick M. Bryant, Esq.
FMPA

2061-2 Delta Way
Tallahassee, FL 32303

Joseph A. McGlothlin, Esq.
McWhirter, Reeves Law Firm
117 South Gadsden St.
Tallahassee, FL 32301

R. Wade Litchfield, Esq.
Office of General Counsel
700 Universe Blvd.

Juno Beach, FL 33408-0420

Paul Lewis, JIr.

Florida Power Corp.

106 East College Ave, Suite 900
Tallahassee, FL. 32301-7740

Thomas J. Maida/Wes Strickland
Foley & Lardner Law Firm

106 East College Ave.

Suite 900

Tallahassee, FL 32301
tmaida@foleylaw.com

Michael Briggs

Reliant Energy Power Generation, Inc.

801 Pennsylvania Ave.
Suite 620
Washington, DC 20004

Timothy Woodbury

SEC

16313 North Dale Mabry Highway
Tampa, FL 33688-2000

Schef Wright, Esq.
Landers & Parsons, P.A.
310 West College Avenue
Tallahassee, FL 32301

Michael B. Twomey
8903 Crawfordville Road
Tallahassee, FLL 32305

Mirant Corporation

Beth Bradley

1155 Perimeter Center West
Atlanta, GA 30338-5416

Jon C. Moyle, Jr., Esq.
118 North Gadsden Street
Tallahassee, FL. 32301

Steve Burgess, Esq.

Office of Public Counsel

c/o Florida Legislature

111 West Madison Street, #812
Tallahassee, FL. 32399-1400
howe.roger@leg.state.fl.us

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



John Attaway

Public Supermarkets, Inc.
P. O.Box 32105
Lakeland, F1L 33802-2018

Paul Clark ¢

City of Tallahassee

400 East VanBuren Street
Fifth Floor

Tallahassee, FL 32301

Florida Retail Federation
100 East Jefferson Street
Tallahassee, FL 32301

Daniel Frank

Sutherland Asbill & Brennan
1275 Pennsylvania Ave., N.W.
Washington, DC 20004-2415

Kissimmee Utility Authority
Mr. Robert Miller

1701 West Carroll Street
Kissimmee, FL 32746

Paul Elwing

Lakeland Electric

501 East Lemon Street
Lakeland, FL. 33801-5079

Trans-Elect, Inc.

c/o Alan J. Statman, General Counsel
1200 G Street, N.W.

Suite 600

Washington, DC 20005

W

Bill Bryant, Esq.
Katz, Kutter Law firm
106 East College Ave.
12" Floor
Tallahassee, FL 32301
natalief@katzlaw.com

John Seelke

NewEnergy Associates.
Suite 1400

400 Interstate North Parkway
Atlanta, GA 30339

Ed Regan

Gainesville Regional Utility Authority
P. O. Box 147117, Station A136
Gainesville, FL 32614-7117

Douglas F. John

Matthew T. Rick

1200 17" Street, N.W.

Suite 600

Washington, DC 20036-3013

Reedy Creek Improvement District
P. 0. Box 10000
Lake Buena Vista, FL 32830

Leslie J. Paugh, Esq.
2473 Care Drive, Suite 3
Tallahassee, FL 32308

Bud Para, Director, Legislative Affairs
JEA

21 West Church Street

Jacksonville, FL. 32202-3139



Dick Basford, President - Michael B. Wedner

Basford and Associates, Inc. Assistant General Counsel
5616 Fort Sumter Road 117 West Duval Street
Jacksonville, FL 32210 Suite 480
Jacksonville, FL 32202
Roberta Bass Jennifer Brubaker
Florida Public Service Commission Florida Public Service Comm.
2540 Shumard Oak Blvd. 2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850 Tallahassee, FL 32399-0850
Thomas A. Cloud, Esq. Thomas E. Washburn
Gray, Harris & Robinson, P.A. V.P., Transmission Business Unit
301 East Pine Street, Suite 1400 oucC
Orlando, Florida 32801 500 South Orange Avenue
Orlando, FL 32802
Richard A. Zambo, Esq. William T. Miller
1334 S.E. MacArthur Blvd. Miller, Balis & O’Neil
Stuart, FL. 34996 1140 Nineteenth Street, N.W.
Suite 700
Washington, D.C. 20036-6600
Vicki Kaufman, Esq. Cynthia S. Bogorad, Esq.
McWhirter Reeves Law Firm Davie E. Pomper, Esq.
117 South Gadsden Street Jeffrey A. Schwarz
Tallahassee, FL 32301 Spiegel & McDiarmid

1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036
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Suzdshe Brownléss, Esq.
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