M NUTES OF

SPECI AL COVM SSI ON CONFERENCE NOVEMBER 7, 2001

COMVENCED:
ADJ OURNED:

10: 00 a. m
1:15 p. m

COVWM SSI ONERS PARTI Cl PATI NG Chai rman Jacobs

Comm ssi oner Deason
Comm ssi oner Jaber
Comm ssi oner Baez
Comm ssi oner Pal ecki

Docket No. 000824-El - Review of Florida Power Corporation’s
earnings, including effects of proposed acquisition of

Fl ori da Power Corporation by Carolina Power & Light.

Docket No. 001148-El - Review of the retail rates of Florida
Power & Light Conpany.

Docket No. 010577-El - Review of Tanpa Electric Conpany and
i npact of its participation in GidFlorida, a Florida
Transm ssi on Conpany, on TECO s retail ratepayers.

Critical Date(s): None

Comm ssi oners Assigned: Full Comm ssion
Prehearing Oficer: Baez

Staff: PAI: Bass, G-oom Noriega, Shafer, Trapp
ECR.  Kummer, Maurey, C. Rom g, Meeks, Gardner,
Revel |
LEG C. Keating
SER: Bal li nger

| SSUE 1: Is participation in a regional transm ssion

organi zati on (RTO) pursuant to FERC Order No. 2000
voluntary?

Yes. As a legal matter, participation in
an RTO is voluntary pursuant to the express terns of Order
No. 2000. Whether utility managenent was prudent in formng
and participating in an RTO given the totality of the
circunmstances i s addressed in |Issue 6.

DECI SI ON: The recommendati on was approved with the nodification that
Cal pine’s position is accepted instead of staff’s.
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Docket No. 000824-El - Review of Florida Power

Cor poration’s earnings, including effects of proposed
acquisition of Florida Power Corporation by Carolina Power &
Li ght .

Docket No. 001148-El - Review of the retail rates of Florida
Power & Light Conpany.

Docket No. 010577-El - Review of Tanpa El ectric Conpany and

i npact of its participation in GidFlorida, a Florida
Transm ssi on Conpany, on TECO s retail ratepayers.

(Continued from previ ous page)

| SSUE 2: \What are the benefits to Peninsular Florida
associated with the utility's (FPC, FPL, or TECO
participation in GidFlorida?

. The benefits to Peninsular Florida
associated with the utility’'s (FPC's, FPL's, or TECO s)
participation in GidFlorida are those that can potentially
i mprove the current Peninsular Florida transm ssion grid.
Addi ti onal operational efficiencies between/anong utilities
and the consolidation of planning and mai ntenance nmay be the
princi pal tangible benefits that can be achi eved by
participation in GidFlorida at this time. Wiile GidFlorida
may al so enhance the effectiveness of the whol esal e market
for generation, it is not a prerequisite for conpetition,
Since open access transmssion is currently available in the
State. In addition, whol esale conpetition is currently
constrained due to the limtation of the Florida Electric
Power Plant Siting Act on nmerchant plant entry. The
G i dFl ori da Conpani es have been unable to quantify the
magni tude and the timng of the potential savings that they,
and any ot her market participants, can expect to derive from
t hese benefits.

DECI SI ON: The recomendati on was approved with the clarification to
| anguage di scussed at the conference.
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| SSUE 3: What are the benefits to the utility’ s ratepayers
of its participation in GidFlorida?

The benefits to the utility' s ratepayers of
its participation in GidFlorida are those that can
potentially inprove the current Peninsular Florida

transm ssion grid. Additional operational efficiencies

bet ween/ anong utilities and the consolidation of planning
and mai ntenance may be the principal tangi ble benefits that
can be achieved by participation in GidFlorida at this
time. While GidFlorida may al so enhance the effectiveness
of the whol esal e market for generation, it is not a
prerequisite for conpetition, since open access transm ssion
is currently available in the State. |In addition, wholesale
conpetition is currently constrained due to the limtation
of the Florida Electric Power Plant Siting Act on merchant

pl ant entry. The GridFl orida Conpani es have been unable to
quantify the magnitude and the timng of the potenti al

savi ngs that they, and any other market participants, can
expect to derive fromthese benefits.

DECI SI ON: The recommendati on was approved with the clarification to
| anguage di scussed at the conference.
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| SSUE 4: What are the estimated costs to the utility’'s

rat epayers of its participation in GidFlorida?

If the Comm ssion approves staff’s
recommendati on regardi ng the prudence of the GidFlorida
Conpani es participation in GidFlorida (lssue 6), staff
recommends that the GidFl orida Conpani es should be afforded
recovery of the approximately $9 million in actual

expendi tures incurred through May 31, 2001, after an

addi tional audit and review for reasonabl eness. Because
there are questions regardi ng the prudence of a Transco
going forward as being premature (see |Issue 7), staff
recomends that recovery of any increnmental costs should not
be addressed at this tine. Additionally, staff recomrends
that final determ nation of actual costs expended through
May 31, 2001, along with an appropriate recovery nechani sm
be addressed in the Phase 2 proceedings for FPL and FPC.

For TECO, staff recommends that the Conm ssion address the
reasonabl eness of its expenses and appropriate recovery
mechani smat the tinme it seeks recovery of these costs. The
Comm ssi on shoul d nake no deci sion on the acceptance of a
specific pricing proposal until the utilities can provide
gquantifiable inpacts on retail ratepayers. Wthout those
gquantifiable inpacts, there is no sound basis for designing
any rate proposal.

DECI SI ON: The recomendati on was approved. Staff was directed to

reflect in the order that costs incurred through May 31, 2001 were
prudent. The cost recovery nmechanismfor Florida Power Corporation
and Florida Power & Light Conmpany will be decided in Phase Il. Tanpa
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El ectric Conpany’s cost recovery will be decided when it seeks

recovery.

DECI SI ON:

Costs are subject to audit.

| SSUE 5: Is TECO s/FPL’s decision to transfer ownership and
control of its transm ssion facilities of 69kV and above to
G i dFl ori da appropri ate?

and

Is FPC s decision to transfer operational control of its
transm ssion facilities of 69kV and above to Gi dFlorida
whi |l e retaining ownership appropriate?

The Gri dFl ori da Conpani es should only
transfer operational control of their transm ssion system
assets to an I1SO. The conpani es should mai ntain ownership
of transm ssion assets, at this tine. The Comm ssion shoul d
find the demarcation point of 69kV and above for

transm ssion facilities is reasonable.

The recommendati on was approved.

| SSUE 6: |Is the utility s decision to participate in

G i dFl ori da prudent?

As discussed in Issue 7, the utilities were
prudent to be proactive in responding to Order No. 2000.
However, at this tinme, the Comm ssion should not find that
the utilities continued participation in GidFlorida as_a
Transco is prudent. The utilities should design an | SO
nodel and bring it to the Conm ssion for review and
approval. The utilities should specifically address, in the

- 5 -
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| SO proposal, the quantification and timng of benefits
resulting fromthe devel opnent of an RTO

No vote was taken on this issue.

| SSUE 7: What policy position should the Comm ssion adopt
regarding the formati on of Gi dFl ori da?

. Based on its authority under the Gid Bill,
specifically, Sections 366.04 and 366. 05, Florida Statutes,
t he Comm ssion should require FPC, FPL, and TECO to submt a
new RTO filing that confornms their GidFl orida proposal to
this recommendation using an |1SO nodel. The GridFlorida
Conpani es should submt this proposal within 90 days
follow ng the issuance of the Comm ssion’s Order in this
phase of the dockets. The filing should specifically
identify the costs, the benefits, and the allocation of
costs to the utilities based on the benefits received by
each. The filing should al so address whether the proposed
| SO would be a for-profit or not-for-profit entity and
include justification for the decision. Specific
performance i ncentives and how they shoul d be incorporated
shoul d al so be included in the filing. The Conm ssion
should find that the “get what you bid” approach is
preferable until the Gi dFl orida Conpani es can denonstrate
that sufficient participants exist in the whol esale
generation market and that |ocalized market power has been
adequat el y addressed. The Conm ssion should al so require
that the concept of physical transm ssion rights and

bal anced schedules remain fixed until such tinme that
GridFlorida petitions the Conm ssion and justifies sonething
di fferent.
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DECI SI ON: The recomrendati on was approved with the nodification that
there will be flexibility to the 90-day requirenent.

| SSUE 8: Is Conm ssion authorization required before the
utility can unbundle its retail electric service?

Under the GidFl orida proposal, the

Gri dFl ori da Conpani es are not unbundling their retai
electric service. Thus, the question of whether Conm ssion
authorization is required before electric retail rates can
be unbundled is not presented in this proceeding. However,
the effect of the GridFlorida proposal will be to convey
ratemaki ng jurisdiction over the transm ssion portion of
retail rates to FERC. Whether the Comm ssion can approve a
proposal that results in a transfer of its jurisdiction is
addressed in |Issue 10.

On its own notion, the Comm ssion voted to reconsider its initial
deci sion to approve the recommendati on, and determ ned that no vote
was necessary.

| SSUE 9: Is Conm ssion authorization required before the
utility can stop providing retail transm ssion service?
Under the GidFlorida proposal, the

G i dFl ori da Conpanies will continue to provide retail

transm ssion service as part of their bundled retail

service. Thus, the question of whether Comm ssion
authorization is required before these utilities can stop
providing retail electric service is not presented in this
proceedi ng. However, the effect of the GidFl orida proposa
woul d be to convey to FERC substantial jurisdiction over the

-7 -
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retail transm ssion service provided by these utilities.
Whet her the Comm ssion can approve a proposal that results
in a transfer of its jurisdiction is addressed in |Issue 10.

No vote was taken on this issue.

| SSUE 10: |Is Conm ssion authorization required before FPC
can transfer operational control of its retail transm ssion
assets?

and

| s Comm ssion authorization required before FPL/ TECO can
sell its retail transm ssion assets?

Yes. While the Comm ssion’s statutory
authority does not expressly require Comm ssion approval for
a transfer or ownership or operational control of a
utility's transm ssion assets, such authority is necessarily
inplied fromthe provisions of Chapter 366.

No vote was taken on this issue. Chairman Jacobs di ssent ed.

| SSUE 11: |Is a Regional Transm ssion Organi zation for the
Sout heast region of the United States a better alternative
for Florida than the Gi dFl ori da RTO?

No. At this time, it would not appear
advant ageous to the Gi dFl ori da Conpani es and their
respective ratepayers to discard the notion of a peninsul ar
Florida RTO in favor of joining a regional RTO  However,
the utilities should continue to participate in discussions
regarding the creation of a Southeast RTO in anticipation

- 8 -
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that the FERC nay one day nandate all FERC-regul ated
utilities to join a regional transm ssion organization.

DECI SI ON: The recomrendati on was approved with the clarification

di scussed at the conference.

| SSUE 12: Should these dockets be cl osed?

. No. Docket No. 000824-ElI (FPC) and Docket
No. 001148-El (FPL) should remain open to permt the

Conmmi ssion to conplete its rate review for the respective
conpanies. In addition, if the Conm ssion approves staff’s
recomendation in Issue 7, which requires the Gi dFl orida
Conpanies to file a proposal for an RTOthat is in the form
of an 1 SO, then Docket No. 010577-El should also remin
open.

DECI SI ON: The recommendati on was approved with the nodification that
Docket 010577-El is to be closed after the time for filing an appeal
of the order has expired.

Comm ssi oners participating: Jacobs, Deason, Jaber, Baez, Pal eck



