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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

I n  the Mat te r  o f :  

REVIEW OF FLORIDA POWER CORPORATION'S DOCKET NO. 000824-E1  
EARNINGS, INCLUDING EFFECTS OF 
PROPOSED ACQUISITION OF FLORIDA POWER 
CORPORATION BY CAROLINA POWER & LIGHT. 

COMPANY ' S PROPOSED MERGER WITH ENTERGY 
CORPORATION, THE FORMATION OF A FLORIDA 
TRANSCO, AND THEIR EFFECT ON FLORIDA 
POWER & LIGHT'S RETAIL RATES. 

IMPACT OF I T S  PARTICIPATION I N  
GRIDFLORIDA, A FLORIDA TRANSMISSION 
COMPANY, ON TECO ' S RETAI L RATEPAYERS. 

- - - - - - - - - _ _ _ _ - - _ - I - _ _ _ _ _ _ I _ _ _ _ _ _ _ _ _ _ _ _  

REVIEW OF FLORIDA POWER 81 LIGHT DOCKET NO. 0 0 1 1 4 8 - E 1  

_ _ _ _ _ _ _ - _ _ _ _ _ _ - - - - - - _ _ _ _ _ I _ _ _ _ _ _ _ _ _ _ _ _  

REVIEW OF TAMPA ELECTRIC COMPANY AND DOCKET NO. 010577-E1  
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DATE : 

TIME : 

PLACE : 
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ELECTRONIC VERSIONS OF THIS  TRANSCRIPT 
ARE A CONVENIENCE COPY ONLY AND ARE NOT 
THE OFFICIAL TRANSCRIPT OF THE HEARING 
AND DO NOT INCLUDE PREFILED TESTIMONY. 
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Volume 1 

ISSUE IDENTIFICATION CONFERENCE 

COMMISSIONER BRAULIO L. BAEZ 
P r e h e a r i n g  Of f i cer  

Monday, July 9, 2001 

Commenced a t  3:OO p.m. 
Concluded a t  5 5 5  p.m. 

Bet ty  €as1 e Conference C e n t e r  
Room 148, 4 8 75 E s p l a n a d e  Way 
Tal lahassee, F l o r l d a  

KORETTA E. STANFORD, RPR 
O f f  i c i  a1 FPSC R e p o r t e r  
(850) 413 - 6734 
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APPEARANCES : 

HARRY LONG, Post O f f i c e  Box 111, Tampa, F lo r ida  

33601-0111, appearing on behal f  o f  Tampa E l e c t r i c  Company. 

LEE WILLIS, Ausley & McMullen, Post O f f i c e  Box 391 

Tallahassee, F lor ida 32302, appearing on behal f  o f  Tampa 

E l e c t r i c  Company. 

MATTHEW CHILDS and WADE LITCHFIELD, Steel , Hector, 

Davis, 215 S. Monroe Street ,  Sui te  601, Tallahassee, F lo r ida  

32301, appearing on behal f  o f  F lo r ida  Power & L igh t  Company. 

JIM McGEE and JIM FAMA, Post O f f i ce  Box 14042, 

S t .  Petersburg, F lo r ida  33733-4042, appearing on behal f  o f  

F1 o r i  da Power Corporati on. 

DIANE KIESLING, Landers Law Fi rm,  Post O f f i c e  Box 271, 

Ta l  1 ahassee, F1 o r i  da 32302 - 0271, appearing on behal f o f  M i  rant 

Americas Development , Inc .  , Cal  p i  ne Eastern , and Duke Energy 

North Ameri ca. 

V I C K I  GORDON KAUFMAN, McWhirter Reeves Law Firm, 117 

South Gadsden Street,  Tal 1 ahassee, F1 or ida  32301, appearing on 

behal f o f  Re1 i ant Energy Power Generation. 

JOHN McWHIRTER, McWhirter Reeves Law F i r m ,  Post O f f i ce  

Box 3350, Tampa, F lo r ida  33601-3350, appearing on behalf  o f  the 

F lo r ida  I n d u s t r i a l  Power Users Group. 

ROGER HOWE and JACK SHREVE, O f f i ce  o f  Pub1 i c  Counsel , 

W .  Madison Street ,  Su i te  812, Tal 1 ahassee , F1 or ida  32399, 

appearing on behalf  o f  t he  C i t i zens  o f  the State o f  F lor ida.  
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\PPEARANCES (Continued) 

JON MOYLE, JR., Moyle Law F i rm,  118 North Gadsden 

i t r e e t ,  Tal 1 ahassee, F lo r ida  32301, appearing on behal f o f  CPV 

R l a n t i c ,  Ltd.  

DANIEL FRANK, Sutherland, A s b i l l  & Brennan, 1275 

'ennsyl vani a Avenue NW, Washington , D. C . 20004- 2415, appeari ng 

in  behal f  o f  the  W a l t  Disney World Company. 

NATALIE FUTCH, Katz, Kut te r  Law F i rm,  106 East Col 

\venue, 12th Floor,  Tallahassee, F lo r ida  32301, appearing on 

iehal f o f  Enron Corporation. 

COCHRAN KEATING and DEBORAH HART, FPSC D iv i s ion  o f  

-egal Services , 2540 Shumard Oak Boul evard, Tal 1 ahassee, 

' lor ida 32399-0850, appearing on behal f  o f  the  Commission 

S t a f f .  
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p a r t i c  

TECO ' s 

behal f 

4 

P R O C E E D I N G S  

COMMISSIONER BAEZ: A l l  r i g h t .  L e t ' s  c a l l  the  

prehearing t o  order. Mr. Keating, are you ready t o  read the  

n o t i  ce, p l  ease? 

MR. KEATING: Pursuant t o  no t i ce  issued June 25th, 

2001, t h i s  t ime and place have been se t  f o r  a Prehearing Issue 

I d e n t i f i c a t i o n  Conference i n  docket number 000824-E1, review o f  

F lo r i da  Power Corporation's earnings, inc lud ing  e f fec ts  o f  

proposed acqu is i t ion  o f  F lo r ida  Power Corporation by Carol ina 

Power & L igh t ,  docket number 001148-EI, review o f  F lo r ida  Power 

& L igh t  Company's proposed merger w i t h  Entergy Corporation, the  

formation o f  a F lo r i da  transco and t h e i r  e f f e c t  on F lo r ida  

Power & L i g h t ' s  r e t a i l  ra tes,  and docket number 010577-EI, 

impact o f  i t s  o f  Tampa E l e c t r i c  Company and 

pat ion i n  GridFlor ida,  a F l o r  da transmission company on 

r e t a i  1 ratepayers. 

COMMISSIONER BAEZ: Okay. We' 11 take appearances. 

MR. LONG: Commissioner, Harry Long appearing on 

o f  Tampa E l e c t r i c  Company. 

MR. WILLIS: Lee W i l l i s ,  P.O. Box 391, Tallahassee, 

F1 or ida,  32302, appearing on behal f o f  Tampa E l  e c t r i  c Company. 

MR. CHILDS: Matthew Childs and Wade L i t c h f i e l d  

appearing on behal f  o f  F lo r ida  Power & L igh t  Company. 

MR. McGEE: Jim McGee and Jim Fama on behalf o f  

F lo r i da  Power Corporation. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MS. KEATING: Diane K ies l i ng  on behal f  o f  Mirant,  

;alpine, and Duke. 

MS. KAUFMAN: V ick i  Gordon Kaufman o f  the McWhirter 

ieeves l a w  firm. I ' m  here today on behal f  o f  Re1 ant Energy. 

4r. McGlothlin could no t  be here today because o f  a death i n  

l i s  family. 

MR. McWHIRTER: I ' m  John McWhirter o f  the McWhirter 

ieeves l a w  f i r m  appearing on behal f  o f  the  F lo r i da  Indus t r i a l  

'ower Users Group. 

MR. HOWE: Roger Howe w i t h  the O f f i ce  o f  Publ ic  

:ounsel. 

MR. MOYLE: John Moyle, Jr. on behal f  o f  CPV 

4 t l  an t i  c. 

MR. KEATING: Cochran Keating on behal f  o f  Commission 

S t a f f .  

MS. HART: Deborah H a r t  f o r  Commission S t a f f .  

COMMISSIONER BAEZ: I s  there anyone else? This i s  a 

p re t t y  crowded room f o r  a prehearing. 

tha t  needs t o  make an appearance? S i r ?  

I s  there anyone e lse  

MR. FRANK: My name i s  Dan Frank. I ' m  from the  

dashington, D.C. f i r m  - -  
COMMISSIONER BAEZ: Can you come up and f i n d  a 

microphone so the  repor te r  can - - one o f  these gentlemen w i l l  

be n ice enough t o  loan you t h e i r s .  

MR. FRANK: Thank you. My name i s  Dan Frank w i th  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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Washington, D. C .  1 aw f i  r m  Sutherl and, Asbi 11 & Brennan, 

appearing on behal f o f  W a l t  Disney World Company. We f i l e d  a 

p e t i t i o n  t o  intervene on l a s t  Fr iday,  Ju l y  6th.  

MS. FUTCH: Nata l ie  Futch w i t h  Katz, Kut ter  l a w  firm. 

We f i l e d  a p e t i t i o n  t o  intervene on behal f  o f  Enron Corporation 

today. 

COMMISSIONER BAEZ: Okay. Anyone else? No? As t o  

the p e t i t i o n s  t o  intervene, we're no t  going t o  be r u l i n g  on 

those today. We're going t o  hold them pending. But f o r  

purposes o f  t h i s  prehearing and Issue I D  conference, everyone 

t h a t ' s  f i l e d  a p e t i t i o n  and has a p e t i t i o n  pending w i l l  be 

considered an intervenor f o r  purposes - -  f o r  these l i m i t e d  

purposes today, and w e ' l l  t r y  and get the  in te rvent ion  orders 

out as soon as possible. Thanks. 

I j u s t  want t o  s t a r t  o f f  by making a couple o f  

comments before we get s ta r ted  i n  a l l  o f  t h i s  and t h a t  w i l l  

give some o f  you t ime t o  read the  proposed issues l i s t  t h a t  

S t a f f  has probably provided you w i th .  

doesn't  have one, please see S t a f f  counsel. 

th ink ,  he might have some ex t ra  copies. 

I f  the re ' s  anybody t h a t  

I ' m  sure - - I 

This conference i s  held a t  the  behest o f  the  three 

GridFlor ida pa r t i c i pan ts  f o r  the  purpose o f  estab l ish ing the 

issues t o  be addressed regarding t h e i r  respective pa r t i c i pa t i on  

i n  GridFlor ida RTO. Order 01-1372, the  Commission set  f o r t h  

the s t ruc tu re  which should be fol lowed i n  addressing the 

FLORIDA PUBLIC SERVICE COMMISSION 
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GridFlorida issues. 
The structure consists of two phases. Phase 1 would 

deal w i t h  RTO issues on an expedited basis, i n  order t o  provide 
some level of certainty which the participants might  use t o  
further evaluate their continued participation i n  GridFlorida 
as well as their continued pursuit of necessary approvals a t  
FERC. 

Phase 2 would address specific ratemaking aspects o f  

RTO participation and formation, including but  not limited t o  
cost recovery of the same. The order's quite clear expressing 
the Commission's intent t h a t  any ruling or decision rendered by 

the Commission i n  Phase 1, as I 've identified, shall  i n  no way 

preclude the Commission from t a k i n g  specific rate action i n  the 
Phase 2 portion of the dockets. 

I want  t o  underscore t h a t  particular portion of the 
order, because i t ' l l  have a considerable impact on the results 
we're going t o  achieve here today. In reviewing the 
tentatively proposed issues from the several parties, i t ' s  no 
surprise t h a t  the issues range from the very general, as 
outlined i n  the respective petitions from the participants, t o  
more specific proposed issues as S ta f f  and others have 
introduced. 

Our purpose here today is  t o  ease the tension between 
those two extremes through some form of compromise, and I want 
you t o  really keep t h a t  word i n  mind today. We're going t o  try 

FLORIDA PUBLIC SERVICE COMMISSION 
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and use a healthy dose o f  i nc lus ion  i n  t h a t .  We've got a 

balance, the  Commission S t a f f  and other pa r t i es  need f o r  

spec i f i cs ,  but  i n  pa r t i cu la r  the  S t a f f ' s ,  t h e i r  need f o r  

spec i f i cs  so t h a t  they can order - -  so t h a t  they can render a 

responsi b l  e analysis and a responsi b l  e recommendation on these 

issues. We have t o  balance t h a t  w i th  the  p e t i t i o n e r ' s  

prerogat ive t o  t ry  t o  make t h e i r  case as they see f i t. The 

r i s k s  o f  t h a t  prerogat ive should be evident by now, so I hope 

t h a t  the pa r t i c i pan ts  o r  t he  pe t i t i one rs  take t h a t  t o  heart.  

With tha t ,  I thank you a l l  f o r  coming and I ' m  going 

t o  t u r n  i t  over t o  counsel f o r  any comments on the  proposed - - 
so he can introduce the  proposed issues which have been handed 

out. 

MR. KEATING: I bel ieve,  everybody should have a 

copy, f i r s t ,  o f  the compiled l i s t  o f  issues t h a t  was faxed out 

the end o f  l a s t  - -  I guess, i t  was l a s t  Thursday. That l i s t  

included a l l  the  issues t h a t  were l i s t e d  by the  u t i l i t i e s  and 

intervenors and S t a f f .  This i s  what we had ava i lab le  l a s t  

Thursday. I f  you don ' t  have a copy o f  t ha t ,  there are some 

addi t ional  copies on the  ledge back here t o  my l e f t .  

Also, since t h a t  t ime, I ' v e  received an issue l i s t  

from FIPUG. 

any addi t ional  copies o f  t ha t ,  but  pa r t i es  fee l  f ree  t o  p ick  

tha t  l i s t  up, and i f  we're out  o f  copies w e ' l l  make some 

addi t ional  copies. 

I can ' t  t e l l  from my perspective here i f  there 's  

FLORIDA PUBLIC SERVICE COMMISSION 
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Just a few minutes before t h i s  prehearing issue 

conference, S t a f f  d i s t r i bu ted  a proposed l i s t  o f  issues since 

the  t ime t h a t  we conducted informal issue I D  meetings w i th  the  

pa r t i es  l a s t  Monday. We've t r i e d  t o  come up w i t h  an issue l i s t  

t h a t  a1 ows the pa r t i es  t o  address the issues t h a t  appears they 

need t o  o r  t h ink  they need t o  address and make the  case as they 

see f i t  i n  t h i s  proceeding, wh i le  al lowing room f o r  the S t a f f  

t o  conduct the review t h a t  i t  needs t o  conduct. 

And, I th ink ,  i n  t h i s  l i s t  t h a t  t he  S t a f f  has given 

up some o f  i t s  spec i f i cs  and we rea l i ze  t h a t  one o f  the - -  you 

know, one o f  the downsides o f  t h a t  i s  t h a t  we don ' t  get the  

s o r t  o f  de ta i led  informat ion - -  we may not get the  so r t  o f  

de ta i l ed  informat ion t h a t  we want up f r o n t  i n  the  testimony 

f i l i n g ,  and we'd have t o  do t h a t  through discovery, but  i t ' s  

our attempt t o  g ive and t o  g ive and take here so t h a t  we have 

an issue l i s t  t h a t  can be agreed t o  by the pa r t i es  and S t a f f  

and everyone can present t h e i r  case as they see f i t .  

I know the  pa r t i es  would probably bene f i t  from a few 

moments o f  look ing t h a t  over, and I apologize t h a t  we cou ldn ' t  

put something out sooner i n  t h a t  form, but  t h i s  i s  as qu i ck l y  

as we could get it, unfortunately.  

COMMISSIONER BAEZ: Thank you, Mr. Keating. 

MR. KEATING: The handout includes f i r s t  page Issues 

o f  Fact and the second page w i t h  Legal Issues. We've t r i e d  

under the  Issues o f  Fact and the  Legal Issues t o  i d e n t i f y  where 

FLORIDA PUBLIC SERVICE COMMISSION 
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and has a comment on it, please fee l  

from my l e f t  t o  r i g h t ,  bu t  don ' t  fee 

a t  t h i s  time i f  you ' re  not  comfortab 

COMMISSIONER BAEZ: Well, i t  seems a t  l eas t  most o f  

the  pa r t i es  haven't had a whole l o t  o f  t ime t o  look a t  it. And 

we're going t o  t ry  - -  since t h i s  i s  s o r t  o f  a new th ing ,  not  

j u s t  f o r  me, but  I t h i n k  we're t r y i n g  t o  accommodate the  

process tha t  we need t o  make up as we go along. 

I f  anyone has any comments f o r  beginners, you know, 

we don ' t  have t o  fo l l ow  any pa r t i cu la r  order, but  a t  t h i s  

po in t ,  whoever's gotten a be t te r  look a t  t he  proposed issues 

free. We' r e  going t o  work 

forced t o  make a comment 

e making it. M r .  Long o r  

M r .  W i l l i s ?  

MR. KEATING: Commissioner Baez, i f  - -  
COMMISSIONER BAEZ: Yes, I ' m  sorry .  

MR. KEATING: I was j u s t  going t o  make a suggestion. 

I f  you'd l i k e ,  I could s o r t  o f  walk through the  proposed issues 

21 

22 

23 

24 

and t h a t  may al low the  pa r t i es  a 1 

about it. 

COMMISSIONER BAEZ: That 

MR. KEATING: The f i r s t  

25 

t t l e  more t ime t o  t h i n k  

Issues o f  Fact, as S t a f f  has worded i t  i s  "What costs w i l l  be 
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incurred by the u t i l i t y  as a r e s u l t  o f  i t s  pa r t i c i pa t i on  i n  

GridFlor ida,  regardless o f  how such costs may u l t ima te l y  be 

a1 located between ratepayers and shareholders?" I n  referencing 

t h i s  t o  the - -  cross-referencing t h i s  t o  the  compilat ion o f  

issues t h a t  were sent out l a s t  Thursday, we bel ieve t h a t  the 

u t i l i t i e s  Issue 4, and t h a t  would be - -  l e t  me take j u s t  a step 

back. 

The numbering i s  going t o  

compilat ion o f  issues f o r  each u t i 1  

o f  the  l i s t ,  and pub l i c  counsel has 

issues f o r  the  d i f f e r e n t  u t i l i t i e s  

but we f e l t  t h a t  t he  companies cou 

tha t  i s ,  the  u t i l i t i e s ,  under t h a t  

be the  same on the 

t y  u n t i l  you get t o  the  end 

some s l i g h t l y  d i f f e r e n t  

towards the  end o f  the  l i s t ,  

d address t h e i r  Issue 4; 

new proposed Issue 1, t h a t  

CPV A t l a n t i c  could address t h e i r  Issue 7 and 8, t ha t  Re l ian t  

could address i t s  Issue 18, and t h a t  S t a f f  could address i t s  

Issue 28. I don ' t  know i f  i t ' l l  be eas ier  t o  maybe take 

feedback on an issue-by- issue basis o r  - - 
COMMISSIONER BAEZ: I th ink ,  i t  would probably be 

more organized, and I had a1 ready c a l l  ed on TECO 

representative, so i f  you want t o  lead o f f ,  please. 

MR. LONG: Well, Commissioner, I have a few 

prel iminary comments. 

look a t  the most recent compilat ion issues by the  S t a f f ,  but  as 

a general matter, I guess, Tampa E l e c t r i c  has two concerns w i t h  

regard t o  Phase 1. 

I haven' t  had a great deal o f  t ime t o  

FLORIDA PUBLIC SERVICE COMMISSION 
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I n  our p e t i t i o n  we t r i e d  t o  a r t i c u l a t e  f o r  t he  

Commission the issues t h a t  we need some guidance on before we 

can make a decis ion as t o  whether o r  how t o  go forward w i t h  

regard t o  an RTO. I t h i n k  t h a t  we attempted t o  frame those 

issues i n  a way t h a t  was neutral  bu t  i n  a way t h a t  a t  l e a s t  

i d e n t i f i e d  the  key guidance t h a t  we need from the Commission t o  

go forward. 

My concern i n  look ing through the longer i s t  o f  

issues t h a t  we received a few days ago i s  t h a t  some o f  the  

issues are no t  neutral  i n  the  sense t h a t  they l i m i t  o r  narrow 

the way i n  which our prudence can be evaluated. To be more 

spec i f i c ,  one o f  the ser ies o f  questions seems t o  r e a l l y  focus 

on the idea t h a t  prudence i s  simply a funct ion o f  a quan t i f i ed  

cost bene f i t  analysis and one simply has t o  add up the  numbers 

and the numbers then t e l l  you whether o r  not  the act ions o f  

Tampa E l e c t r i c  were prudent. 

I f  there are p a r t i e s  who want t o  make t h a t  argument, 

make t h a t  case t o  the Commission, we c e r t a i n l y  have no i n t e r e s t  

i n  preventing t h a t ,  but  we would l i k e  t o  have the issues framed 

i n  a way t h a t  does not  requi re  us, essent ia l l y ,  t o  o f f e r  a case 

tha t  i s  no t  the  case t h a t  we want t o  present. And I have t h a t  

concern about a number o f  the  issues, and when we t a l k  more 

s p e c i f i c a l l y  we can i d e n t i f y  those issues. 

So, I guess, the key f o r  us would be t o  get some 

juidance on the  spec i f i c  questions t h a t  we pose t o  the  
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Commission and t o  have the issues framed i n  a way t h a t ' s  

neutra l ,  t h a t  allows each par ty ,  essen t ia l l y ,  t o  address the 

question o f  prudence i n  the way t h a t  they th ink  i s  appropriate. 

COMMISSIONER BAEZ: Mr. Long, I t h ink ,  some o f  your 

po ints  are very wel l  taken. I bel ieve, c e r t a i n l y  i n  my 

meetings w i t h  the  S t a f f  and leading up t o  today ac tua l l y ,  one 

o f  the a t t i t udes  t h a t  we wanted t o  take i s  t o  not  impinge upon 

anyone's r i g h t s ,  ce r ta in l y  not TECO's o r  any o f  the  other 

pa r t i c i pan ts '  r i g h t s  t o  put t h e i r  case on as they saw f i t .  

Now, as I said before, I t h ink ,  t h a t  has i t s  p i t f a l l s  

as we l l .  We a l l  understand here t h a t  there are a t  l e a s t  two 

sides t o  t h i s  argument and c e r t a i n l y  two requi rements f o r  

information, and I t h ink  one o f  those i s  S t a f f ' s .  So, I meant 

what I said before i s  t ha t ,  you know, c e r t a i n l y  we c a n ' t  

approach t h i s  i n  an e n t i r e l y  general way. 

appreciate tha t .  

I t h ink ,  you 

I t h ink ,  you can see t h a t  the order does requi re some 

type o f  MFR f i l i n g s  and would expect the  company t o  adhere t o  

tha t  as we l l ,  bu t  by no means should the issues, and I t h ink  we 

should a l l  endeavor t h a t  the issues do not  l i m i t  s t r i c t l y  t o  

any quan t i f i ab le  manner, i f  i t ' s  the  company's choice t o  argue, 

and I say t h i s  f o r  l ack  o f  a be t te r  word, but  i n tang ib le  

factors ,  t h a t ' s  your prerogative. And, I t h ink ,  t h a t  t he  

issues - -  I mean, going over them, and I 'm sure we're going t o  

discuss them back and fo r th ,  should r e f l e c t  t h a t  as much as 
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possible,  bu t  c e r t a i n l y  the  i n t e n t  o f  any issues t h a t  we come 

out  o f  here w i th  shouldn't  be taken t o  l i m i t  i t  t o  some 

number-crunching k ind o f  a c t i v i t y .  

MR. LONG: And Commissioner, i f  I could address tha t .  

I want t o  make i t  c lear  t h a t  we intend t o  cooperate f u l l y  w i t h  

the  Commission and S t a f f  - -  
COMMISSIONER BAEZ: 

MR. LONG: - -  i n  prov id ing informat ion.  And I would 

I ' m  glad t o  hear t h a t .  

j u s t  l i k e  t o  say t h a t  prov id ing informat ion as requested i s  

s o r t  o f  a d i f f e r e n t  process than framing the  issues i n  a 

neutra l  way. I mean, we d o n ' t  want t o  frame the  issues i n  a 

way t h a t  prevents any pa r t y  from submitt ing whatever evidence 

o r  informat ion they t h i n k  i s  appropriate f o r  the  record. 

COMMISSIONER BAEZ: Agreed. Thank you. 

MR. CHILDS: Commissioner, I ' m  surpr ised t o  see t h i s  

l i s t  o f  issues from the S t a f f .  

e f f o r t ,  bu t  i t  was unanticipated, because we have met before 

and we had discussed them and I thought we had somewhat o f  an 

impasse and we ourselves had attempted t o  come up w i t h  an 

approach t o  address the  issues f o r  the case which i s  t h a t  we 

were going t o  t a l k  about today. I t ' s  no t  r e a l l y  the  same as 

what the  S t a f f  has on t h e i r  l i s t  d i s t r i b u t e d  when we came i n .  

I ' m  happy t h a t  they 've made the  

COMMISSIONER BAEZ: Understood. 

MR. CHILDS: I do have a few comments, too, because I 

hope you understand t h a t  we do take the task ser ious ly ,  bu t  we 
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are very much concerned about how we go forward and what we can 

p o t e n t i a l l y  look t o  from the Commission i n  terms o f  i t  

evaluat ing the decisionmaking process t h a t  the  u t i l i t i e s  went 

through. 

And I want t o  po in t  out  t h a t  the order - -  I ' m  sure 

you're aware, but  i t  addressed the u t i l i t i e s  t o  f i l e  a p e t i t i o n  

s p e c i f i c a l l y  s e t t i n g  f o r t h  the  issues t h a t  t he  u t i l i t y  wanted 

the Commission t o  decide and the  r e l i e f  t h a t  i t  sought. And i t  

also asked t h a t  the p e t i t i o n  ind ica te  the decisions t h a t  the  

u t i l i t y  bel ieves i t  needs i n  order t o  proceed. We are a t  t h a t  

po int  where we do need t o  be c lea r  as t o  what matters - - what 

the theory o f  the case, so t o  speak, i s  going t o  be f o r  the 

Eommi ss i  on. 

We have t r i e d ,  I th ink ,  t o  come up w i t h  the  issues 

that  general ly permit t h i s  decis ion t o  be evaluated by the 

:ommission i n  a broad way, bu t  also accommodates a perspective 

that  we have been presenting about the r o l e  o f  t h e  FERC, the  

r o l e  o f  nat ional  p o l i c y .  Whether someone agrees o r  disagrees 

rJith t h a t  i t  i s  our p o s i t i o n  t h a t  t h a t ' s  important, i t ' s  our 

Dosit ion t h a t  t h a t ' s  c r i t i c a l .  

So, when I look - - have looked a t  t he  issues t h a t  

lave been presented before, they seem t o  i n s i s t  upon no t  j u s t  a 

l o l l a r  and cent cost  b e n e f i t  analysis bu t  t h a t  i t  be done on a 

J t i l i t y - b y - u t i l i t y  basis.  

ie fo re  t h a t  t h a t  was appropriate because compliance w i t h  the  

It suggests when we discussed i t  
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FERC Order 2000 was voluntary. We had t h a t  discussion w i th  the 

S t a f f .  

When I look a t  t h i s  most recent l i s t  o f  issues t h a t ' s  

presented, i t  i s  s t i l l  framed as though the  evaluat ion i s  going 

t o  be on a u t i l i t y - b y - u t i l i t y  basis. We have Issue 8 i n  t h i s  

l i s t  o f  the proposed issues tha t  was submitted r i g h t  before we 

s ta r ted  here, appears t o  p i ck  up our Issue 1 o r  a t  l eas t  i t  

says i t  does, but  i t ' s  on ly  - -  I guess, t o  permit us the 

opportunity i n  what's i d e n t i f i e d  as Issue 8 by the S t a f f  t o  

t a l k  t o  you about whether our decision i s  the  most prudent 

a1 te rna t i ve  i n  1 i g h t  o f  FERC Order 2000. 

I don ' t  t h i n k  t h a t ' s  r e a l l y  an adequate way t o  do it, 

and I'll also po in t  out  t h a t  our Issue 2 does no t  appear, as I 

see it, t o  be even covered. Maybe i t  i s ,  but  I don ' t  see it. 

But a l l  these issues seem t o  be i d e n t i f i e d  as though they ' re  

going t o  be address on a u t i l i t y - b y - u t i l i t y  basis and t h a t  

they ' re  going t o  be a cost  bene f i t  approach. 

We take exception. We t h i n k  there i s  a way, and I 

and others are prepared t o  t a l  k about an a1 te rna t i ve  which we 

th ink i s  a - -  perhaps a be t te r  way t o  go forward. It gives 

zveryone an oppor tun i ty  t o  address the  issues f u l l y  t o  the  

:ommission, bu t  i t  does not  lose s igh t  o f  what we th ink  we need 

to  know i n  order t o  make a decision about going forward. 

One other po in t  t h a t  I want t o  b r i n g  up. 

I l o r i d a  Power & L igh t  Company's Issue number 4, which t a l k s  

It i s  as t o  
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about estimated cost t o  r e t a i l  customers and p a r t i c i p a t i o n  i n  

GridFlor ida and then i t  asks, "and how should these costs be 

recovered?" The "and how should these costs be recovered?" i s  

intended by us t o  address a methodology. We, very ser ious ly ,  

considered what we needed t o  know i n  order t o  be able t o  go 

forward w i t h  t h i s  GridFlor ida proposal, and i t  i s  our b e l i e f  

t h a t  we do need t o  know and establ i s h  a methodology f o r  cost  

recovery, t h a t  the Commission understands and a1 1 p a r t i e s  

understand i n  advance; no t  t h a t  we quant i f y  the  cost, bu t  t h a t  

there i s  an acceptance o f  a methodology. We do not  want t o  be 

i n  the s i t u a t i o n  o f  be l i ev ing  t h a t  t he  decis ion was prudent and 

the  Commission perhaps i s  s a t i s f i e d  t h a t  i t ' s  prudent, and then 

end up w i t h  s i g n i f i c a n t  costs and no vehic le  f o r  recovery, so 

we t h i n k  we need t h a t  methodology establ ished. 

Once again, I would hope t h a t  i t ' s  permissible f o r  us 

t o  present an a l t e r n a t i v e  way o f  addressing what we t h i n k  are 

the concerns o f  a l l  o f  the  p a r t i e s  t h a t  were se t  out i n  t h a t  

other l i s t  o f  issues, the  compi lat ion o f  proposed issues, t h a t  

the S t a f f  put  together l a s t  week. We t h i n k  i t  would work, and 

i f  we could re tu rn  t o  t h a t ,  I ' d  appreciate t h a t  opportuni ty.  

COMMISSIONER BAEZ: M r .  McGee. 

MR. McGEE: We would concur w i t h  the  comments o f  

Mr. Childs. We have spent a good b i t  o f  t ime and e f f o r t  i n  

going through the  issues t h a t  we had understood would be 

discussed today, which was the  compilat ion t h a t  was prepared by 
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S t a f f  l a s t  week f o r  us t o  address the points  t h a t  we t h i n k  

r e a l l y  ought t o  be made i n  terms o f  c l a r i f y i n g  the  issues so 

t h a t  we do have the  guidance t h a t  we need t o  go forward when 

t h i s  proceeding i s  done. We're going t o  be t te r  - -  we're i n  a 

be t te r  pos i t i on  t o  be able t o  address those by look ing a t  the 

material t h a t  we've had the chance t o  g ive some thought t o ,  and 

t h a t  would be the  l i s t  t h a t  was handed out l a s t  week. 

COMMISSIONER BAEZ: Ms. K ies l ing .  

MS. KIESLING: Thank you. I can be fa i r l y  b r i e f .  We 

support the comments o f  the  various u t i l i t i e s  a t  t h i s  po in t .  I 

do have one area o f  concern and observation, though, t h a t  I do 

want t o  convey t o  you and t h a t  i s  what appears t o  be a 

l i m i t a t i o n  i n  the  issues, both as were handed out  l a s t  Fr iday 

and now j u s t  today tha t  seems t o  go t o  the idea o f  prudence 

being a quan t i f i ab le  and on ly  a quan t i f i ab le  concept. 

And i t  i s  our concern t h a t  prudence needs t o  be 

looked a t  i n  a broader sense and t h a t  there are both 

quant i f iab le  and not  eas i l y  quan t i f i ab le  benef i t s  and perhaps 

costs, but  c e r t a i n l y  benef i t s  t h a t  need t o  be a t  issue here. 

And f o r  t h a t  reason, we support f i r s t  and second issue as 

proposed by each o f  the u t i l i t i e s  as being the  threshold issues 

i n  t h i s  proceeding, and t h a t  i s  a general question about i s  the 

formation o r  the  decis ion t o  pa r t i c i pa te  i n  the  RTO a prudent 

decision i n  l i g h t  o f  what's i n  FERC Order 2000 taken a l l  

factors.  
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So, we do not want t o  j u s t  jump a t  the f i r s t  issue as 

t o  what are the quant i f iab le  costs, what are the  quan t i f i ab le  

benef i t s ,  but  we would l i k e  the opportuni ty and would support 

an i nc lus ion  o f  umbrella issues t h a t  r e l a t e  t o  the prudency o f  

the decis ion t o  pa r t i c i pa te ,  not  j u s t  the prudency o f  the 

quan t i f i ab le  costs and quan t i f i ab le  benef i ts .  

With tha t ,  however said, we do th ink  t h a t  the  issues 

tha t  were raised i n  our p e t i t i o n s  t o  intervene can f i t  w i t h i n  

- -  once we pass t h a t  threshold prudence issue, can f i t  w i t h i n  

some o f  the  issues tha t  are framed by S t a f f  as long as they are 

framed general ly enough t o  inc lude th ings such as the  benef i t s  

o f  increased competit ive who1 esal e market, the  benef i t s  o f  

e l im ina t ion  o f  d iscr iminat ion and the  other issues t h a t  we 

ra ised which we th ink  have t o  be considered i n  a prudence 

evaluation about the RTO issues. 

MR. KEATING: Commissioner Baez, i f  I can jump i n  f o r  

I j u s t  wanted t o  c l a r i f y  what S t a f f  has handed out  a moment. 

today i n  i t s  proposed issues, i t  t a l k s  about costs and benef i t s  

and t h a t  s o r t  o f  analysis, bu t  we intended t h a t  these issues 

not be l i m i t e d  t o  quan t i f i ab le  costs and benef i t s .  

We t r i e d  t o  use language t h a t  was, although, perhaps 

the re ' s  a be t te r  way t o  say it, though, than we've sa id  it, but  

our i n t e n t  was t o  a l l o w  the  pa r t i es  t o  argue the  cost and 

benef i ts  t h a t  t hey ' re  not  as easy t o  quant i f y ,  and I wanted t o  

make t h a t  c l a r i f i c a t i o n ,  because I ' v e  heard t h a t  concern from a 
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few o f  the par t ies  already, and I wanted t o  l e t  y a ' l l  know t h a t  

was our i n t e n t  before we went fu r the r .  

COMMISSIONER BAEZ: Thank you, Mr. Keating. 

Ms. Kaufman - -  I ' m  sorry.  

MS. KIESLING: Can I j u s t ,  i n  response t o  t h a t ,  say 

one th ing? 

COMMISSIONER BAEZ: Yeah. 

MS. KIESLING: I completely agree. I t h i n k  t h a t  

t h a t ' s  good, but  what I would suggest i s  maybe using the  

language t h a t  the u t i l i t i e s  proposed as t h e i r  issues as the 

threshold issues t o  get t o  the  r e s t  o f  them, because I t h  nk 

t h a t  t h a t  does frame i t  i n  a way t h a t  makes an easy segue i n t o  

the issues as S t a f f  has now put them out.  

COMMISSIONER BAEZ: Thank you, Ms. K ies l ing .  

Ms. Kaufman. 

MS. KAUFMAN: Thank you, Commissioner Baez. 

There's an impressive number o f  issues on the  

document t h a t  some o f  t he  p a r t i e s  worked from l a s t  week. 

Rel iant  ra ised only  th ree  issues, and we appreciate the  S t a f f ' s  

e f f o r t s  t o  t r y  t o  categorize them w i t h i n  broader issues, bu t  a t  

t h i s  po in t  we bel ieve tha t  th ree  issues t h a t  we have ra ised are 

important, t h a t  they are worded so as t o  e l i c i t  t he  s o r t  o f  

informat ion t h a t  t h i s  Commission should consider when i t  i s  

reviewing the  factual  matters i n  t h i s  docket, and a t  t h i s  po in t  

we would p re fe r  t h a t  t he  th ree  issues, as we have worded them, 
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remain as we o r i g i n a l l y  submitted them. 

COMMISSIONER BAEZ: Thank you, Ms. Kaufman. 

Mr. McWhi r t e r .  

MR 

represent i s  

who1 ehearted 

McWHIRTER: M r .  Baez, the  organizat ion I 

composed o f  consumers, and consumers 

y endorse the concept o f  a nondiscriminatory open 

access transmi ss i  on system i n F1 o r i  da . 
It seems t o  us, however, though, t h a t  the  cardinal 

issue tha t  needs t o  be address by the Commission, and I don ' t  

r e a l l y  see i t  addressed i n  the proposed issues, i s  i f  

GridFlorida i s  deemed t o  be prudent, what then? How do we go 

forward i n  our re la t i onsh ip  as consumers w i t h  respect t o  t h i s  

transmission au thor i ty?  

Clear ly ,  Gr idFlor ida w i l l  be a regulated u t i l i t y  

under the provis ions o f  366.03, F lo r ida  s ta tu tes ,  but  having 

said tha t  does t h a t  r e a l l y  mean tha t  t h i s  Commission s t i l l  

re ta ins some s o r t  o f  j u r i s d i c t i o n  over t h a t  e n t i t y  i t s e l f  o r  

M i l l  the j u r i s d i c t i o n  then completely be preempted by the  

-ederal Energy Regulatory Commission under the  cons t i t u t i on?  

As consumers, we j u s t  want t o  know where t o  go t o  t r y  

to address th ings t h a t  may be o f  concern t o  consumers. As they 

w i s e  from t ime t o  time, where do we go t o  complain? Can we 

Ise t h i s  800 number here o r  do we have t o  use the  comparable 

lumber i n  Washington? And, I th ink ,  the  Commission should 

jddress what i t s  re la t i onsh ip  w i l l  be v isa  the  Federal 
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Regulatory Energy Commission as one o f  the legal  issues i n  t h i s  

case. 

The p r i n c i p l e  concern we have has t o  do w i t h  

r e l i a b i l i t y ,  and t h a t  i s  one o f  the issues t h a t  i s  addressed i n  

the S t a f f ' s  issues, but  does t h i s  Commission have au tho r i t y  t o  

requi r e  G r i  dF1 o r i  da t o  bu i  1 d transmi s s i  on 1 i nes o r  t o  prov i  de 

a n c i l l a r y  services where they are needed i n  order t o  provide 

the k ind  o f  transmission system we a l l  des i re  t o  see? And I 

don ' t  t h i n k  t h a t  issue i s  addressed, and I ' d  sure ly  l i k e  t o  see 

both o f  those concepts considered i n  the  Commission's 

discussion. 

And the main reason I ' d  l i k e  t o  have them addressed 

as issues i s  I ' d  l i k e  t o  have the  u t i l i t i e s  and the 

par t i c ipants  i n  GridFlor ida expla in  what t h e i r  approach i s  

going t o  be. Are they going t o  s t i l l  come t o  t h i s  Commission 

3 r  w i l l  they fee l  t h a t  t h e y ' r e  subject t o  t h i s  Commission o r  

d i l l  t h e i r  determination, henceforth, be t h a t  F lo r ida  

regulat ion i s  no longer germaine t o  anything t h a t  goes along 

d i t h  t h i s  e n t i t y ?  

So, having spoken a t  undue length  on the subject ,  my 

3 r i  nc i  p l  e concern i s t h a t  t he  i ssues t h a t  we' ve addressed 

r e a l l y  don ' t  deal w i t h  the cardinal  issue o f  concern and t h a t  

i s  what w i l l  be the  re la t i onsh ip  o f  t h i s  Commission's 

j u r i s d i c t i o n  a f t e r  the  RTO goes i n t o  service. 

COMMISSIONER BAEZ: Thank you, M r .  McWhi r t e r .  
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Mr. Howe. 

MR. HOWE: Thank you, Commissioner Baez. 

Just a couple po ints .  The issues we had i d e n t i f i e d  

are p r e t t y  much covered under the category o f  Legal Issues. 

would j u s t  l i k e  t o  po in t  out  f o r  Legal Issue 3, I would assume, 

although i t  addresses the  sale o f  r e t a i l  transmission assets, 

i t  would a1 so cover t rans fera l  operational con t ro l .  

I 

And one issue we had raised, which I don ' t  be l ieve i s  

covered here, perhaps S t a f f  could give some guidance, i s  we had 

asked what V a l  ue should be p l  aced on the  divested transmission 

assets f o r  purposes o f  i d e n t i f y i n g  any gain on sa e. And 

perhaps we could make t h a t  - - excuse me a second - perhaps we 

could make t h a t  f i t  i n  some other categories, bu t  I don ' t  see 

it speci f i c a l l  y referenced. 

COMMISSIONER BAEZ: Thank you, Mr. Howe, thank you. 

Well, S t a f f ,  we've had a f a i r  amount o f  comment - -  
MR. KEATING: Commissioner, I bel ieve, t he re ' s  - - 

there may be one other pa r t y  around the  corner. 

COMMISSIONER BAEZ: Oh, I ' m  sorry.  M r .  Moyle. 

MR. MOYLE: That ' s  a l l  r i g h t .  I got bumped out  there 

by pub1 i c  counsel . 
COMMISSIONER BAEZ: You've got t o  stop h id ing.  My 

peripheral v i s ion  i s  not  what i t  used t o  be. 

MR. MOYLE: I was going t o  k idd ing l y  say by going 

down the l i n e  you run the  r i s k  o f  everybody pu t t i ng  t h e i r  two 
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cents and having done t h a t ,  l e t  me p u t  my two cents i n  on 
behalf of CPV Atlantic. 

The l i s t  of issues handed o u t  by S t a f f ,  having not 
had time t o  thoroughly review them, f i r s t  blush i t  looks like 
i t ' s  a pretty good s tar t .  I guess, the only po in t  I would 

raise w i t h  respect t o  t h a t  i s ,  i s  t h a t  w i t h  respect t o  CPV 

Atlantic, which i s  an entity developing nontraditional merchant 
p l a n t  facil i t ies i n  Florida, an issue t h a t  we've identified 
t h a t  we feel, as this is a factual 120571 proceeding t h a t  i s  
well w i t h i n  the scope of the facts t o  be adduced a t  this 

proceeding is  our Issue 6 ,  which asks, "Will the formation 
administration of GridFlorida lead t o  the development of a 
robust competitive wholesale market?" 

I t h i n k  t h a t  issue, particularly, we feel strongly 
needs t o  remain as an issue t h a t  i s  ou t  there t h a t  can receive 
testimony and evidence, and I would note also t h a t  t h a t  very 
same issue was identified by a number of other intervenors i n  

this case. I t h i n k ,  both Duke identified i t ,  as d i d  Calpine, 
as d id  Reliant. 

So, while we're going through this process of culling 
and consolidating, I would argue t h a t  would be one t h a t  could 
2asily be consolidated w i t h  the issues t h a t  were also presented 
by Duke and Calpine and Reliant and would echo similar comments 
A t h  respect t o  our Issue number 7. 

T h a t  being said, I am sympathetic and, I believe, i n  
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agreement w i th  some comments made by counsel f o r  the 

investor-owned u t i l i t i e s  w i th  respect t o  the need t o  decide 

ce r ta in  threshold issues f i r s t .  And I th ink  t h a t  i s  important, 

and we would support those decisions being rendered w i t h  

respect t o ,  say, Issues 1 and 2, I th ink ,  as they were 

o r i g i n a l l y  framed by the  investor-owned u t i l i t i e s .  

Thank you f o r  a l lowing me t o  make those comments. 

COMMISSIONER BAEZ: Thank you, M r .  Moyle. 

S t a f f ,  I was ac tua l l y  going t o  ask a question, and 

Mr. Moyle reinforced i t  i n  my mind. Can you go through what 

your reasoning was i n  your e f f o r t  t o  consol idate some o f  these 

issues, and as t o  any spec i f i c  issues t h a t  were i d e n t i f i e d  by 

the pa r t i es '  comment where you fee l  i t  would be the  i n t e n t  o f  

the S t a f f  t o  take up o r  address those types o f  issues as i t  

ex i s t s  i n  the l i s t  here t h a t  you've proposed? 

I guess, what I would 1 i ke t o  do i s  t o  t r y  and - - 
what I ' v e  heard from the  pa r t i es ,  a t  l eas t  up t o  t h i s  po in t ,  

are concerns tha t  they are not  going t o  get t o  address the  

issues i n  the way t h a t  they see f i t  o r  c e r t a i n l y  present 

testimony o r  fac ts  t h a t  would help them address issues as they 

presented, how can you reconc i le  t h a t  w i th  the  type o f  a t t i t u d e  

you ' ve empl oyed i n consol i d a t i  ng these i ssues? 

MR. KEATING: Well, I guess, I could s t a r t  o f f  by 

saying t h a t  i n  developing these issues, we went back t o  the 

order on the j o i n t  motion t o  have t h i s  proceeding. And we f e l t  

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 

t h a t  there were some issues, p a r t i c u l a r l y  the  u t i l i t y ' s  Issue 

2, t h a t  went beyond what t h i s  order said we were going t o  do i n  

t h i  s proceeding . 
And, I th ink ,  the  order p r e t t y  c l e a r l y  a t  the bottom 

o f  Page 3 and a t  the top  o f  Page 4 states t h a t  "Each regulated 

u t i l i t y  must now demonstrate t h a t  i t s  decis ion t o  pa r t i c i pa te  

i n  GridFlor ida i s  i n  the  best i n te res t  o f  i t s  r e t a i l  

customers. " There's fu r the r  1 anguage t h a t  t a l  ks about the 

impact o f  ind iv idua l  pa r t i c i pa t i on .  

It i s  my understanding tha t  when the  Commission set 

up t h i s  proceeding t h a t  we were t o  look a t  each u t i l i t y ' s  

decision on a system-by-system basis and no t  t o  look a t  t h i s  as 

a whole, whether the decis ion was reasonable and i n  the  best 

i n te res t  o f  t h e i r  ratepayers. That 's the  basis,  the broad 

basis, f o r  our proposed l i s t  o f  issues. 

We d i d n ' t  fee l  t h a t  an issue t h a t  asked whether the 

proposal advanced by a l l  three was prudent, given the  

parameters establ i shed by FERC, was something the  Commi ssion 

intended t o  include i n  t h i s  proceeding. 

COMMISSIONER BAEZ: I guess, I had - - I have a 

question w i t h  tha t ,  and any one o f  the pe t i t i one rs  can answer 

th i s  o r  perhaps a l l  o f  them. That Issue 2, which I suspect 

sounds l i k e  i t ' s  the same f o r  a l l  three look ing  a t  the  several 

3e t i t ions ,  i t  seemed t o  me t h a t  i t  puts us i n  a - -  i t  puts the 

:ommission c e r t a i n l y  i n  a pos i t i on  t o  review what FERC's 
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decis ion already was, and I'm wondering how you would address 

t h a t  o r  - -  
MR. WILLIS: Wel l ,  Commissioner, when you look a t  

prudence, you look a t  a l l  the fac ts  and circumstances t h a t  a 

person o r  u t i l i t y  knew o r  should have known a t  the t i m e  and 

t h a t  i s  one o f  the centra l  circumstances t h a t  i s  involved here. 

And i t ' s  not  t o  second-guess i t  a t  a l l .  It i s  i n  l i g h t  o f  t h a t  

decis ion d i d  we make the  r i g h t  decisions. 

COMMISSIONER BAEZ: And i t ' s  your fee l i ng  t h a t  

general ly speaking t h a t  i n  the proposed issues tha t  S t a f f  has 

se t  f o r th ,  and I note - -  again, I note t h a t  you've had very 

l i t t l e  t ime t o  go over a l l  o f  them, bu t  a t  l eas t  the  

opportuni ty t o  present t h a t  type o f  case before the  Commiss 

i s  not  being afforded t o  you? 

on 

MR. WILLIS: We don ' t  be l ieve so, Commissioner. The 

way, I guess, i t ' s  S t a f f ' s  Issue 8 i s  now draf ted, we d o n ' t  

t h i n k  i t ' s  adequate w i t h  respect t o  our Issues 1 and 2. 

t h i n k  t h a t  those are square issues t h a t  we need t o  present t o  

the  Commission. The answers t o  those questions are the  answers 

t h a t  we need t o  know i n  order t o  guide us about what t o  do 

next. 

judgments. 

I 

I f  we avoid tha t ,  we are not  able t o  make those 

COMMISSIONER BAEZ: Well, given tha t ,  l e t  me ask you 

t h i s :  We seem t o  be concentrat ing on the  prudence issue, and 

I ' m  wondering i n  l i g h t  o f  the  language o f  t h i s  Commission's 
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order expediting, we can c a l l  i t  the RTO order i f  you want f o r  

b e t t e r  c l a r i t y ,  i n  l i g h t  o f  the language there, what i s  i t  

about a prudence review up f r o n t  t h a t  i s  going t o  g ive you, 

s p e c i f i c a l l y ,  the comfort o r  what i s  i t  about answering t h a t  

question i f ,  i n  fac t ,  the  company o r  ra ther  the Commission i s  

a t  l e a s t  suggesting i n  the order t h a t  i t  would wi thhold any 

ratemaking issues t o  the  end o f  the  docket? I mean, there 

seems t o  be some d ivorc ing o f  the  cost recovery, which would 

seem t o  me t o  be a very important determination t h a t  you would 

need t o  decide t o  go forward o r  not.  I mean - - 
MR. WILLIS: Well, Commissioner, we bel ieve t h a t  you 

should make a very c r i sp ,  c lear  decis ion w i t h  respect t o  the  

company's act ions on the  prudence o f  going forward w i t h  

GridFlorida i n  order f o r  us t o ,  i n  f a c t ,  proceed. I f  t h a t  

issue i s  avoided o r  pu t  o f f ,  then our act ions are necessar i ly  

put o f f .  And we may, through the act ions here, may lose 

opportuni t ies t o  - - t h a t  we would otherwise have i f  we delay 

t h i s .  

COMMISSIONER BAEZ: Well, and again, going back t o  

the order, what i s  your contemplation? What does Phase 2 o f  

the order mean t o  you? What does i t  suggest t o  you? 

MR. WILLIS: Well, w i t h  respect t o  Tampa E l e c t r i c ,  we 

nay not have a Phase 2. 

COMMISSIONER BAEZ: I ' m  sorry,  d i d n ' t  mean t o  pu t  you 

3n the spot. I know t h a t  you ' re  s l i g h t l y  d i f f e r e n t .  Forgive 
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me f o r  t h a t  but,  I guess, the question could go t o  any o f  the 

other two companies. You know, i f  t h i s  i s  some b i fu rca ted  

process, then what i s  i t  t h a t ' s  contemplated by Phase 2 o f  t h i s  

order o r  i s  i t  a l l  going t o  get decided i n  Phase 1, i f  t h a t ' s  

your understanding o f  it? 

MR. CHILDS: Well, speaking f o r  F lo r i da  Power & L igh t  

my thought was no t  t h a t  you were going t o  decide the  whole case 

i n  Phase 1, but  I th ink  you raised the  po in t  about the wording 

o f  the  order t h a t  perhaps we need t o  address s t ra igh t  on. I ' m  

look ing a t  Page 4 which says once the  - - t h i s  i s  r i g h t  below 

where there 

the issue o f  

issue i s  who 

An1 

s an i d e n t i f i c a t i o n  o f  issues and i t  says, "Once 

prudence o f  cost has been addressed, the  second 

should pay, ratepayers o r  stockholde IS?" 

so, one o f  the  th ings t h a t  I ' m  t r y i n g  t o  make 

c l  ear here wi thout  being argumentative about i t  i s we don ' t 

want t o  leave the  issue on the tab le ,  t h a t  as t h i s  language 

might suggest t h a t  there i s  some residual  question o f  prudence 

tha t  i s  going t o  be resolved l a t e r  on. We are - -  and, I th ink ,  

you know, we're asking you t o  look a t  the  GridFlor ida a t  how 

i t ' s  supposed t o  operate, why i t  was done and decide, based on 

tha t ,  whether i t  was prudent. 

COMMISSIONER BAEZ: Well, Mr. Chi lds,  i s  what you ' re  

suggesting i s  t h a t  a determin- and fo rg i ve  my ignorance, 

perhaps, bu t  when I - -  t r a d i t i o n a l l y ,  when we speak o f  prudence 

we speak on an a l l  o r  nothing basis somehow and t h a t  once a 

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 

30 

determination o f  prudence p r e t t y  much decides cost recovery i s  

avai lab le,  and there 's  not  too much discussion o f  whether 

t h a t ' s  a p a r t i a l  recovery o r  not,  a t  l eas t  I ' m  no t  aware o f  

anything t h a t  we - -  
MR. CHILDS: Well, I t h i n k  - -  I don ' t  know. I ' v e  

thought myself what are examples. 

when companies t h a t  we d id ,  we asked f o r  approval o f  an 

acqu is i t ion  adjustment, you know, i n  advance o f  t he  acqui r ing 

o f  power plant t h a t  we're purchasing. We've come t o  t h i s  

Commission q u i t e  f requent ly,  as other  u t i l i t i e s  have, and 

presented cases t o  the Commission about power p lan ts  and the  

costs associated w i t h  a decis ion as t o  the technology t o  

pursue. For instance, we wouldn't  expect t h a t  i f  we had 

presented a case t o  the  Commission about the  technology t h a t  we 

thought was appropriate f o r  a new power p lant ,  we wouldn' t  

expect t o  then have t o  r e l i t i g a t e  t h a t  decision when we came 

back 1 a te r  f o r  cost recovery. 

I know there have been times 

So I ' m  hoping t h a t  t he  d i s t i n c t i o n  between Phase 1 

and 2 i s  t h a t  Phase 1 i s  the  - -  i s  t o  address the  issues o f  

prudence so t h a t  the u t i l i t i e s  can decide t h a t  you ' re  s a t i s f i e d  

o r  the Commission i s  s a t i s f i e d  and s a t i s f i e d  enough t h a t  i t  

should go forward and commit substant ia l  amounts o f  money and 

t h a t  Phase 2 i s  t o  look a t  t he  procedure f o r  cost recovery, the  

quan t i f i ca t i on  and, you know, and c l e a r l y ,  i f  someone has gone 

out and has done something t h a t  i s  c l e a r l y  unreasonable i n  
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implementing what was a prudent decision, t h a t ' s  not  beyond 

evaluation, but  the fundamental decision i s  should you go ahead 

w i th  GridFlorida, we would maintain, ought t o  be addressed a l l  

i n  Phase 1. 

And t h a t ' s  why the issues t h a t  we thought were 

framed, p a r t i c u l a r l y  Issues 1 and 2, permit t ha t .  They permit 

everyone, I th ink ,  who has a po in t  o f  view o r  a disagreement o r  

an issue t h a t  they want evaluated, i t  permits them t o  address 

i t  under what are r e a l l y  neutral  issues i n  Phase 1. And once 

again, I do have a proposal o r  we do have a proposal as t o  how 

t o  address issues. 

COMMISSIONER BAEZ: We're going t o  t r y  and get t o  

tha t .  

MR. CHILDS: Okay. 

COMMISSIONER BAEZ: M r .  McGee, nothing fu r the r?  

Ms. K ies l ing.  

MS. KIESLING: Yeah, i f  I could j u s t  address one 

po in t  very quickly.  When we look a t  what i s  i n  the  order, the  

RTO order as you ' re  c a l l i n g  it, and compare t h a t  t o  the  

discussion on the  record and the  t r a n s c r i p t  o f  t h a t  hearing on 

the j o i n t  motion, I t h i n k  t h a t  i t  i s  c lear  from the  t r a n s c r i p t  

tha t  what was contemplated by the  Commissioners o r  c e r t a i n l y  

the ma jo r i t y  o f  the  Commissioners was something t h a t  went 

beyond j u s t  the  pure prudence o f  the  cost.  

look a t  prudence and the  prudence o f  the  dec is ion t o  

It contemplated a 
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pa r t i c i pa te  i n  GridFlorida as being the t o t a l i t y  o f  the issue. 

COMMISSIONER BAEZ: Yes. 

MS. KIESLING: And so, therefore,  I j u s t  would l i k e  

t o  express a smal l  concern w i t h  the language o f  the order, not  

t h a t  t he re ' s  anything wrong w i t h  i t  and not t h a t  we don ' t  t h ink  

t h a t  the  actual costs should be pa r t  o f  Phase 1, but we th ink  

Phase 1 i s  broader than what i s  contained i n  t h i s  order, i f  you 

look  back a t  the t ransc r ip t  o f  what i s  contemplated. 

COMMISSIONER BAEZ: And, I th ink ,  you've - -  a t  l eas t  

i f  I ' m  not  mistaken, you've heard the S t a f f  agree w i th  you, i n  

essence, I mean, tha t  i t ' s  not  j u s t  about quan t i f i ab le  

benef i t s ,  ce r ta in l y .  I t ' s  not  j u s t  about quan t i f i ab le  cost. 

mean, i t ' s  a l i t t l e  b i t  broader than tha t .  

I guess, what I would 1 i k e  t o  do i s  - - and again, 

hear the  pe t i t i one rs ,  you know, s t i c k i n g  tough by the issues 

I 

t h a t  they have i n  t h e i r  p e t i t i o n  and I understand tha t ,  but  i f  

i t  comes down t o  t r y i n g  t o  create o r  c r a f t  language i n  an issue 

t h a t  makes i t  avai lab le f o r  everyone, recognizes t h a t  t h i s  i s  

not  j u s t  about cost but  a t  the  same time al lows f o r  cost  t o  be 

adduced i n  the  process, where i s  the  - -  I mean, I ' m  not  hearing 

disagreement t h a t  t h a t ' s  probably the  way i t  should work out.  

Cer ta in ly  i f ,  as Mr. Childs and I ' m  assuming 

Mr. McGee suggests t h a t  a prudence determination - -  and I ' m  

l ea ry  o f  using tha t  word, bu t  we use i t  anyway, a prudence 

determination ca r r i es  w i t h  i t  some determination on cost 
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recovery on the back end, why wouldn' t  we want t o  c r a f t  issues 

t h a t  al low f o r  a l l  o f  t h a t  t o  be taken i n t o  consideration? Why 

have issues as - - and I ca l led  them general ear l  i e r ,  but  you 

know, I th ink ,  maybe we can f i n d  another word f o r  them but  i t  

says, you know, i n  the  context issues as you've proposed t h a t  

on ly  i d e n t i f y  the context o f ,  f o r  instance, FERC Order 2000, 

the  parameters o f  FERC Order 2000, i s n ' t  i t  a l i t t l e  b i t  more 

than tha t ,  too? 

MR. LONG: Well, Commissioner, I th ink ,  you have t o  

read Issues 1 and 2 as we've proposed them together. And, I 

th ink ,  Issue 1 presents the  threshold issue. The f a c t  i s  t h a t  

the three u t i l i t i e s  are subject t o  the  j u r i s d i c t i o n  o f  the  

Federal Energy Regul a to ry  Commi ssion f o r  ce r ta in  aspects o f  

t h e i r  business. 

So, confronted w i t h  Order 2000, which i s  a f ac t ,  a 

r e a l i t y ,  the f i r s t  question says, "Was the  decis ion t o  

pa r t i c i pa te  i n  an RTO the  most prudent a l t e rna t i ve  given the  

fac t  o f  Order 2000? Seems t o  me t h a t  has t o  be a threshold 

question, and one can conclude no, t h a t  was no t  t he  most 

prudent response o r  yes, i t  was. But i t  seems t o  me you have 

to  answer t h a t  f i r s t  question, given the f a c t  t h a t  Order 2000 

i s  a real i ty, how should the  u t i l i t i e s  have responded t o  it? 

I f  you conclude t h a t  responding t o  order 2000 by 

3eciding t o  j o i n  an RTO o f  some k ind  was the  most prudent 

j l t e rna t i ve ,  then you get t o  the  next prudence question was, 
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we l l ,  given what the  u t i l i t i e s  proposed, was t h a t  a prudent 

response t o  Order 2000? So, i t  doesn't  requi re  the Commission 

simply t o  review FERC' s guide1 ines and parameters i n  Order 

2000. The f i r s t  issue presents t o  the Commission the threshold 

question o f  prudence, was i t  a prudent decis ion t o  decide t o  

j o i n  an RTO i n  response t o  Order 2000 i n  the  f i r s t  place? 

And I t h i n k  t h a t  f i r s t  question takes i n t o  i t s  

purview a number o f  the  subsidiary issues t h a t  have been 

raised; f o r  instance, the  question o f  whether p a r t i c i p a t i o n  i s  

voluntary o r  mandatory. There are l o t s  o f  issues t h a t  can be 

ra ised i n  answering t h a t  f i r s t  question. And t h a t ' s  why it was 

our firm b e l i e f  t h a t  t h a t  question was phrased neu t ra l l y .  It 

does not  preclude anyone from arguing any p o s i t i o n  and y e t  i t  

does not  predetermine how t h a t  decis ion should be made. 

i n v i t e s  the p a r t i e s  t o  present t h e i r  best  evidence on prudence. 

It 

MR. CHILDS: And our decis ion t o  p a r t i c i p a t e  i n  an 

RTO, t h a t ' s  F lo r i da  Power & L i g h t ' s  dec is ion t o  p a r t i c i p a t e  i n  

an RTO, was not  i n  i s o l a t i o n ,  i t  was i n  response t o  Order 2000, 

and i t  was because o f  Order 2000, and so we bel ieve t h a t  t h a t ' s  

the appropriate context i n  which t o  look  a t  t h a t  decision. 

And the  second question, you know, the  reason, I 

th ink ,  i t  has the  word "given the parameters," was the  - -  " I s  

the GridFlor ida proposal prudent given the  parameters 

established by FERC?" i s  FERC sa id something about how RTOs 

were t o  be s t ructured.  And so, what we're t ry ing t o  get before 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

20 

2 1  

22 

23 

24 

25 

35 

t he  Commission i s ,  i s  t h a t  looking a t  what those parameters a re  

i s  Gr idFlor ida the appropr ate vehic le t o  do tha t?  

And Commissioner one other comment about so r t  o f  

whose issues you look a t .  One o f  the th ings t h a t  I ' m  hoping 

t h a t  i s  c lear  i s  t h a t  we're t r y i n g  t o  frame t h i s  as an issue 

t h a t  says was t h a t  decision, was t h a t  act ion prudent? And, I 

th ink ,  t h a t ' s  a l l  together d i f f e r e n t .  I bel ieve, t h a t ' s  a 

neutra l ly - f ramed issue. That 's  a l l  together d i f f e r e n t  than a 

ser ies o f  issues which pose the  question o f  what are the  costs 

and what are the  benef i ts ,  because u l t ima te l y  the  Commission i s  

going t o  be asked t o  r u l e  on tha t .  

And so, i t  puts us i n  the  s i t ua t i on  w i t h  these issues 

t h a t  are suggested o f  saying, we l l ,  we don ' t  agree t h a t  you 

ought t o  look a t  the  costs, you ought t o  look a t  something 

else.  And our po in t  i s ,  i s  t h a t  we bel ieve t h a t  the  issue 

ought t o  be framed from the  beginning, which permits the  

pa r t i es  t o  present t o  you t h e i r  theory o f  the  case and does not  

presume a theory o f  the case. We ought t o  have t h a t  

opportuni ty open t o  us. 

COMMISSIONER BAEZ: We1 1 - - and I appreciate what 

you're saying and, I guess, I ' m  having t roub le  p i c t u r i n g  a 

scenario where a l l  the  in format ion - -  I mean, I accept t h a t  a 

pe t i t i one r ,  you know, from F lo r ida  Power & L igh t ,  F lo r i da  

Progress o r  TECO would have a theory o f  the case and t h a t  t h a t  

theory o f  the  case can hinge, bas i ca l l y ,  on the  parameters o f  
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Order 2000 o r  what your react ion t o  Order 2000 was. But when 

i t  gets down t o  it, as a Commission, we - - i f  the  t a c t  t h a t  we 

have t o  take i s  based on our p ro tec t ion  o r  our consideration o f  

what the impact o f  your act ions are going t o  be on the  

ratepayers, then we've got a - - I mean, i t  seems t o  me almost 

i f  you p i c t u r e  it, you ' re  working your way down from something 

and the Commission i s  going t o  have t o  work i t s  way up t o  

somet h i  ng . 
And whi le  I'll accept - - and I guess tha t  was, from 

my i n i t i a l  statement, what I would expect o r  hope the  a t t i t u d e  

dould be on a1 1 o f  t h i s  i s  t o  a1 low f o r  everyone t o  - - 
ce r ta in l y  S t a f f  - -  t o  get the  informat ion t h a t  they fee l  they 

need and f o r  you t o  express a theory o f  the  case t h a t  you fee l  

you need, bu t  the  two cannot be exclusive concepts. They have 

t o  somehow work i n  unison, because i n  the end, M r .  Chi lds,  i f  I 

hear you co r rec t l y ,  i f  there i s  a determination o f  prudence, 

there 's  going t o  be - -  you know, i nev i tab l y ,  t he re ' s  going t o  

have t o  be some numbers t i e d  t o  it. 

Whether the  decis ion t o  accept those numbers o r  no t  

had t o  do w i t h  consideration o f  issues t h a t  were broader than 

those numbers, i n  the  end i t ' s  going t o  come down t o  t h a t .  I 

nean, there has t o  be a p o i n t  i n  which you say, a l l  r i g h t ,  what 

i s  the - -  you know, where's the  p r i c e  tag t o  a l l  o f  t h i s ?  And 

i f  you' r e  i n  agreement w i t h  i t  a t  l e a s t  - - you know, I may not  

have stated i t  so a r t f u l l y ,  bu t  i f  you ' re  i n  agreement w i t h  the 
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no t ion  t h a t  even as you consider the broader issues as you've 

s tated o r  had the opportunity t o  present issues i n  a broad 

sense as you've stated o r  are wanting t o  t h a t  there i s  s t i l l  

some d e t a i l  t ha t  has t o  be attached t o  i t  so t h a t  the 

Commission can make a proper decision. 

MR. CHILDS: Right. Well, what - - 
COMMISSIONER BAEZ: I we can take i t  a l l  i n t o  

consideration. I mean, t h i s  i s  - -  
MR. CHILDS: You know, I th ink ,  it does. There has 

t o  be - -  and we were - -  we have an Issue 3, which ra ises the  

question o f  benef i ts ,  what - -  and maybe I ' m  there,  

Commissioner, which i s  s o r t  o f  t o  t i p t o e  i n t o  a way t h a t  we 

thought t h a t  the issues t h a t  have been ra ised by various 

pa r t i es  could be melded i n  t o  whaL we have proposed as our 

s t a r t i n g  issues. And i n  look ing a t  it, I ' m  probably going t o  

leave some categories out,  bu t  i t  looks t o  us l i k e  there are - -  
t he re ' s  a la rge  ser ies o f  issues ra ised by ind iv idua l  pa r t i es  

and S t a f f  t h a t  ra i se  the  question o f  benef i t s  associated w i t h  

the decis ion t o  implement GridFlor ida.  

We bel ieve t h a t  Issue 3 t h a t  we have proposed permits 

those ser ies o f  questions on bene f i t s  t o  be addressed o r  t h a t  

i f  t h a t ' s  not  workable t h a t  some umbrella issue t h a t  ra ises,  

you know, the  l i s t i n g  o f  the  bene f i t s  associated w i t h  

GridFlorida t o  be addressed, costs and benef i t s .  

There's another issue which - -  another grouping t h a t  
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i f  you want t o  make a d i s t i n c t i o n  tha t  ra ises the  question o f  

re1 i a b i l  i t y  and adequacy o f  the  system. And those could e i t he r  

be under Issue 3 o r  i t  could be - -  I th ink ,  they could be 

addressed under some umbrella type issue as we l l .  And t h a t  

would permit the Commission t o  have so r t  o f  as a s t a r t i n g  po in t  

i t  would be able t o  address the  fundamental bottom l i n e  

questions o f  was the decis ion t o  form an RTO prudent and i s  

t h i s  one prudent and a lso explore the benef i t s  and explore the  

impact on the adequacy and r e l i a b i l i t y  o f  the  system. 

Those are most o f  the  issues. There are some issues 

as wel l  t ha t  were i n  the  lega l  area. There are a few t h a t  I ' m  

not sure whether they remain now w i th  the S t a f f ' s  new l i s t ,  and 

then there was a grouping o f  some tha t  were ra ised by the  

D f f i ce  o f  pub l i c  counsel, which I ' m  not  sure I understand ye t .  

de would l i k e  t o  be sure t h a t  before the issue i s  included f o r  

formulation and addressing here t h a t  we're c lea r  as t o  what the  

issue means. 

You know, f o r  instance, I look a t  i n  t h i s  compilat ion 

D f  the issues, Issue 32 i s  - - i t  t a l k s  about unbundling r e t a i l  

e l e c t r i c  service. I don ' t  t h i n k  we d id ,  I don ' t  understand how 

tha t  could occur, and so I would i n i t i a l l y  take the  pos i t i on  

t h a t ' s  not an appropriate issue, but i f  the re ' s  a way t o  

preserve t h a t  and come back t o  i t  we'd be w i l l i n g  t o  do tha t ,  

too. So, my react ion i s  t h a t  there i s  a way and t h a t  i s ,  i s  

that  most a l l  these questions t h a t  are proposed r e l a t e  t o  
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Jenefi ts and r e l a t e  t o  - - o r  the adequacy and re1 i a b i l  i t y ,  

3ther than the broad issues on prudence. 

COMMISSIONER BAEZ: Would YOU - - 
COURT REPORTER: M i  crophone. 

COMMISSIONER BAEZ: I ' m  sorry.  

Let me see i f  I understand what you ' re  suggesting i s  

i f  we went - - and I don ' t  want t o  put  words i n  your mouth, but  

i f  we went down t h i s  l i s t  o f  S t a f f ' s  proposed issues, and it i s  

possible t o  f i n d  o r  t o  l i s t  even these issues under any one o f  

these - -  i s  i t  f i v e  issues t h a t  you've proposed, I mean, i n  a 

mechanical sense? 

MR. CHILDS: Except f o r  the ones t h a t  are i n  the 

category o f  some Legal Issues - -  
COMMISSIONER BAEZ: Right, w i t h  the  exception o f  the  

Legal Issues. 

MR. CHILDS: And, I th ink ,  i t  i s  except there 's  the 

issues t h a t  the S t a f f  has raised t h a t  are 26, 27, 29, maybe 28, 

which are on t h i s  compilation which appear t o  us - -  I mean, we 

would r a i  se a question about i ncl  udi ng the  word, "appropri ate" 

i n  the framing o f  these issues, but  i t  also seems t o  us t h a t  

these are issues f o r  Phase 2 o f  the proceeding. And as I say, 

I don ' t  know where those went i n  t h i s  new l i s t  t h a t  the S t a f f  

had. 

COMMISSIONER BAEZ: Mm-hmm. 

MR. CHILDS: But I bel ieve t h a t  t h a t  gets us, t h a t  
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approach of either including i t  under our Issue 3 or some other 
umbrella issue t h a t  addresses benefits, permits a l l  of the 
participants t o  raise their issues about benefits and address 
them t o  the Commission and t h a t  has the added benefit t h a t  i t  

includes - - I mean, i t  includes almost more t h a n  50% of the 
remaining issues t h a t  way. 

COMMISSIONER BAEZ: Can I ask the petitioners this: 

Is i t  possible for each of you t o  get the determinations t o  
your issues as you've listed them i n  your petitions and a t  the 
same - - and for any - - and t o  also get answers t o  the proposed 
issues, t o  any other proposed issues? I mean, is i t  a question 
of fo ld ing  i n  or would you accept t h a t  there are some subissues 
t h a t  are - -  

MR. MOYLE: Commissioner, I d o n ' t  want t o  p u t  words 
i n  his mouth,  b u t  i t  sounded like the concept had some appeal 
w i t h  respect t o ,  you know, i f  you develop an umbrella issue 
t h a t  allows sort of a l i s t i ng  o f  some of the issues t h a t  others 
may be concerned about,  you know, reliability, I t h i n k ,  is 

important and some of those th ings  t h a t  t h a t  may be workable. 
COMMISSIONER BAEZ: And I d o n ' t  want t o  pu t  words 

i n t o  Mr. Chi lds '  mouth either, b u t  i t  sounds like i f  there are 
umbrella issues, and just assuming for argument's sake t h a t  
these umbrella issues were subs tan t ia l ly  similar t o  the five 
issues t h a t  the petitioners have identified i n  their petitions 
t h a t  certainly there would be room for subissues or some 
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subdeterminations leading up t o  tha t ,  leading up t o  the  

umbrella issues. I mean, i s  t h a t  f a i r ?  I haven't heard you - -  
MR. CHILDS: I th ink ,  there could be. And a major 

p a r t  o f  what I ' m  t r y i n g  t o  convey i n  terms o f  my react ion t o  

the issues, Commissioner, i s  t h a t  r e a l l y  I ' m  concerned t h a t  the 

spec i f i c  wording o f  some issues can suggest an outcome and tha t  

I ' m  in terested i n .  

For instance, I don ' t  want the Commission t o  take the 

view tha t  the  on ly  way i t  can decide t h a t  Gr idFlor ida i s  

prudent i s  i f  i t  looks a t  a cost bene f i t  analysis f o r  each 

u t i l i t y  and decides t h a t  t he re ' s  per fec t  t iming,  e t  cetera, 

because I th ink  we're going t o  argue about l o t s  o f  th ings  and 

create a l o t  o f  confusion, and so i t  could be something t h a t  

the Commission wants t o  consider. And t o  the  extent i t  wants 

t o  consider matters, even over our view o f  t he  way we t h i n k  you 

should decide the  case, c l e a r l y  i t  can. 

COMMISSIONER BAEZ: Well, and I t h i n k  t h a t  t h a t ' s  

ce r ta in l y  my i n t e r e s t  i s  i n  preserving as much a b i l i t y  o r  

opportunity t o  consider what we would fee l  t o  be everything and 

then t o  g ive weight t o  what we would fee l  t o  be as much as 

possible and not  be l i m i t e d  because o f  the  genera l i t y  o f  an 

issue i n  considering what we may th ink .  You know, there may be 

some spec i f i c  aspect t o  t h a t  issue t h a t  makes o r  breaks the  

s i t ua t i on  o r  the  decis ion and, I th ink ,  y o u ' l l  agree w i t h  me 

tha t  we have t o  have the  a b i l i t y ,  I mean, whether the  thought 
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process f i t s  w i th  tha t  o r  not ,  but  there has t o  be the  

opportuni ty and a b i l i t y  t o  do tha t .  

And I t h ink  tha t  - -  I th ink ,  what my suggestion would 

be i s  - -  and, I th ink ,  we're running about an hour so maybe we 

can take ten  minutes t o  discuss t h i s  amongst yourselves, but t o  

en te r ta in  the p o s s i b i l i t y  t h a t  a t  l eas t  some o f  these more 

spec i f i c  issues, as you've i d e n t i f i e d ,  can somehow f i t ,  i f  we 

i d e n t i f y  your f i v e  issues as umbrella issues t h a t  we can f i n d  a 

s l o t  f o r  each o f  these so t h a t  no one and no p a r t i c u l a r  issue 

gets l e f t  out, even i n  the context o f  your general treatment o f  

them. 

MR. CHILDS: Sure, and I th ink  we can. We've had 

some discussion t o  t r y  t o  f i n d  out  where issues would go and 

see whether we thought they 'd  f i t ,  so I th ink  we can. 

COMMISSIONER BAEZ: A1 1 r i g h t .  I ' m  sorry,  Cochran. 

MR. KEATING: I f  I could j u s t  speak b r i e f l y  t o  the  

u t i  i t i e s  Issues 1 and 2. And l e t  me say t h a t  t o  s t a r t  t o  be 

honest, we had some d i f f i c u l t y  i n  wres t l i ng  w i t h  the  word 

prudent, reasonabl e. 

I n  coming up w i th  our proposed l i s t  o f  issues t h a t  

was d i s t r i bu ted  today we looked back a t  the  order and t r i e d  t o  

f i gu re  out  what determination d i d  the  Commission say needed t o  

be made here? We ended up w i t h  the  language i n  the best 

i n te res t  o f  i t s  ratepayers i n  t h i s  version, mostly because we 

f e l t  t h a t  i n  look ing a t  the order and reading the order saying 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

43 

t h a t  cost recovery was something t o  be dea l t  w i t h  i n  the second 

p a r t  o f  t h i s  proceeding, we f e l t  t h a t  the word prudence may be 

a 1 i t t l e  loaded and t h a t  imp1 i e d  prudence f o r  cost recovery. 

Spec i f i ca l l y ,  on Issue 1, " I s  i t  the u t i l i t y ' s  

decis ion t o  pa r t i c i pa te  i n  an RTO the most prudent a l t e rna t i ve  

i n  l i g h t  o f  FERC's Order 2000?" I ' m  not  sure how useful i t  i s  

t o  ask the question i s  t h e i r  decis ion t o  p a r t i c i p a t e  i n  an RTO 

prudent? We have GridFlor ida and t h a t ' s ,  essent ia l l y ,  what 

came out o f  the whole process and t h a t ' s  what S t a f f  bel ieves 

needs t o  be looked a t .  

MR. CHILDS: I ' m  sorry,  I ' m  not  hearing you. 

MR. KEATING: We weren' t  sure how useful Issue 1 

would be i n  the Commission's determination, " I s  the  u t i l i t y ' s  

decis ion t o  p a r t i c i p a t e  i n  an RTO the  most prudent a l t e r n a t i v e  

i n  l i g h t  o f  FERC's Order 2000?" And the reason why i s  because 

we have a spec i f i c  RTO t h a t ' s  been formed, i t ' s  been looked a t  

by FERC, and S t a f f  f e l t  l i k e  t h a t ' s  what we needed t o  base our 

evaluat ion on was whether the  decis ion t o  p a r t i c i p a t e  i n  

GridFlor ida was reasonable as we've stated i n  our proposed 

issues t h a t  we handed ou t  today, was i t  i n  the  best i n t e r e s t  o f  

the u t i  1 i t y '  s ratepayers. 

And as f a r  as t h e  language i n  Issues 1 and 2 going 

towards Order 2000, I t h i n k ,  t h e  u t i l i t i e s  have s tated Order 

2000 i s  a f a c t  and, i n  my mind, i t ' s  there and i t ' s  something 

t h a t  we ought t o  keep i n  mind, bu t  i t ' s  case background. I 
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don ' t  know tha t  i t ' s  something tha t  needs t o  be i n  an issue 

t h a t  the Commission decides. 

COMMISSIONER BAEZ: Well, I j u s t  want t o  say, I 

th ink ,  S t a f f  makes a good po in t .  The f a c t  t h a t  we es tab l i s  

Order - - you know, do anything i n  1 i g h t  o f  Order 2000 i s  

somehow p lac ing tha t  above a l l  else. And, I mean, I th ink ,  

r i g h t f u l l y  belongs as p a r t  o f  the discussion and ce r ta in l y  

belongs as a f ac t  o f  the  decis ion process t h a t  any company 

took, but  t o  h igh l i gh t  i t  seems a l i t t l e  derogatory t o  

everything e lse t h a t ' s  involved i n  the decis ion.  

led 

i t  

I ' m  sorry,  M r .  Long. 

MR. LONG: Commissioner, 

one th ing  t h a t  S t a f f  counsel said. 

and 2, i f  I understood him correct  

I ' d  j u s t  l i k e  t o  respond t o  

I n  look ing  a t  our Issues 1 

y, h i s  po in t  was, we l l ,  we 

have GridFlor ida,  so i t  doesn't  make sense t o  t a l k  about 

pa r t i c i pa t i on  i n  an RTO i n  the  abstract ,  and I t h ink  t h a t  maybe 

t h i s  i s  so r t  o f  a key misunderstanding i n  terms o f  our pos i t i on  

anyway. 

We have made a proposal t o  the Commission, t o  FERC, 

f o r  a spec i f i c  RTO, and we th ink  tha t  proposal i s  prudent and 

makes sense. But i f  t h i s  Commission fee l s  t h a t  our proposal 

i s n ' t  prudent, you know, GridFlor ida i s  not  something t h a t  

we're prepared t o  move forward t o  u n t i l  we get t h a t  issue 

resolved. So, t o  say t h a t  Gr idFlor ida i s  t he  on ly  th ing  t h a t  

needs t o  be looked a t  r e a l l y  misses the po in t .  We're not going 
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t o  do anything tha t  t h i s  Commission fee ls  s n ' t  prudent. 

COMMISSIONER BAEZ: I ' m  not  sure t h a t  I heard 

M r .  Keating suggest t ha t  i n  pa r t i cu la r .  

t ak ing  exception t o  o r  h igh l igh t ing ,  a t  l eas t ,  i s  t ha t  as 

general as, you know, as Issue 1 and 2 by the  companies sounds 

t h a t  perhaps the re ' s  a more general issue t h a t  makes Order 2000 

p a r t  o f  the mix. 

I th ink ,  what he was 

And I th ink  t h a t ' s  r e a l l y  what we're t a l k i n g  about i s  

t ha t ,  you know, whatever condit ions e x i s t  o r  whatever 

condi t ions were being reacted t o  i n  l i g h t  o f  Order 2000 t h a t  

t h a t  i s  pa r t  o f  the mix, t h a t  t h a t  does get considered i n  terms 

o f  a broad view o f  what the r e a l i t i e s  are about your decision, 

but they c e r t a i n l y  don ' t ,  you know, t h e y ' l l  be given the  weight 

t ha t  t hey ' re  due along w i th  whatever other fac to rs  may be 

considered. Again, I don ' t  want t o  presume t o  understand 

completely what he was t a l k i n g  about, bu t  i t  seems t o  me t h a t  

t h a t ' s  r e a l l y  what we're - -  
MR. LONG: Well, i f  t h a t ' s  - -  and I ' m  not sure - -  i f  

t h a t ' s ,  i n  fac t ,  what counsel was saying, I ' m  not  sure what 

those other considerations are t h a t  are broader than the  

threshold question o f  - - 
COMMISSIONER BAEZ: It I s  no t  a broader consideration, 

i t ' s  t ha t  i t ' s  a broader question o f  p a r t i c i p a t i n g  i n  an RTO a t  

311. 

lave FERC Order 2000 and t h i s  i s  what we're react ing t o  and 

I mean, t h a t  would g ive you an oppor tun i ty  say here we 
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we considered as p a r t  o f  our decision and certa 

important pa r t  o f  t h a t  i s  the federal order. I 

4 
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shouldn' t  - -  i t  seems t h a t  what S t a f f  was suggesting, a t  

i n  my mind, i s  perhaps t h i s  i s  not about Order 2000, tha t  

2000 i s  pa r t  o f  something bigger, p a r t  o f  a broader decis 

a broader issue, which i s  enter ing i n t o  a transmission - - 

t ha t  

8 
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10 

RTO a t  a l l .  That ' s  what I heard him say i s  t h a t  Order 2000 i s  

a f ac t .  

MR. KEATING: Well, now, a f t e r  a l l  t h i s  discussion, 
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I ' m  not  sure what I said. 

SPEAKER: Did I confuse you? 

MR. KEATING: I j u s t  - -  I th ink ,  I had a couple other 

b r i e f  comments. And one was, again, S t a f f ' s  p o s i t  on on Issue 

2 i s  t ha t  i t  goes beyond what the  Commission had approved o r  

had intended i n  t h i s  proceeding and t h a t  i t  suggests we make a 

decision on Gr idFlor ida as a whole, the  company's 

pa r t i c i pa t i on ,  and I mentioned t h a t  before. 

COMMISSIONER BAEZ: I ' m  sor ry  and, I guess, I j u s t  

have a - -  wouldn't  your f i r s t  - -  wouldn' t  Issue 2, t h i s  - -  
given the parameters o f  the issue t h a t  says i s  t he  Gr idFlor ida 

proposal advanced prudent given the  parameters establ i shed by 

Order 2000? I mean - - and I may have sa id  t h i s  before, bu t  i t  

seems l i k e  t h a t  puts us i n  a pos i t i on  o f  i n t e r p r e t i n g  the  

parameters o f  Order 2000. I mean, wouldn' t  t h i s  get subsumed 
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inder some general issue o f  whether i t  was prudent o r  not? 

MR. WILLIS: Commissioner, I th ink ,  your suggestion 

I f  t ak ing  a short  break i s  a good one and l e t  us confer f o r  a 

i i  nute. 

COMMISSIONER BAEZ: We' 11 recess f o r  ten minutes. 

MR. WILLIS: Okay. 

(Recess taken. 1 

COMMISSIONER BAEZ: I s  everybody back? I hope no 

me s doubl e parked. 

We broke and I ' m  assuming everyone had t h e i r  

liscussions, and I guess we had l e f t  w i t h  a question o r  we were 

:ry ing t o  address how we could s t ruc tu re  what seemed l i k e  more 

ipec i f i c  issues as proposed by the S t a f f  i n t o  more general 

ssues s i m i l a r  t o  those proposed by the pe t i t i one rs .  

MR. WILLIS: Commissioner, I t h i n k  t h a t  one t h i n g  

:hat we can do t o  address the po in ts  t h a t  you made would be 

r i t h  respect t o  the company's Issues 1, a f t e r  the word, "most 

irudent a l t e rna t i ve "  we could j u s t  pu t  a period. That would 

iddress the  s i t u a t i o n  t h a t  you ra ised t h a t  the reference o f  

'ERC's Order 2000 was j u s t  one o f  other circumstances tha t  

zould be considered and whether - -  what FERC's order sa id would 

)e one o f  the circumstances and there may be others, and i t  

l~ould be n e u t r a l l y  worded so tha t  any pa r t y  could present fac ts  

md c i  rcumstances. 

COMMISSIONER BAEZ: Mr. W i l l i s ,  and I would d i r e c t  
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i h i s  question t o  the r e s t  o f  t he  applicants, you used the  word 

' a l t e rna t i ve . "  Do you - -  I guess, as pa r t  o f  your theory o f  

the case, and I ' m  not  asking you t o  g ive anything up t h a t  you 

l o n ' t  want t o  give up, but  i s  i t  t h a t  you contemplate matching 

the GridFlor ida RTO against other a1 ternat ives t h a t  you might 

lave considered? I mean, i s  t h i s  the  depth o r  the  breadth o f  

the theory t h a t  you ' re  going t o  pursue? 

MR. WILLIS: Well, t h i s  would be i s  i t  a decis ion t o  

i a r t i c i p a t e  i n  an RTO, any RTO. And, f rank ly ,  we've heard a 

lumber o f  comments from the  bench which we don ' t  f u l l y  

inderstand t h a t  you ' re  not t r y i n g  t o  i n t e r f e r e  w i t h  the  

lec is ion  t o  form an RTO and don ' t  want to ,  you know, be 

involved i n  tha t ,  but  you want t o  do something else.  We're not 

- - some o f  those comments are confusing t o  us, bu t  i t  seems 

l i k e  - -  
COMMISSIONER BAEZ : My apol ogi es. 

MR. WILLIS: The very threshold here, i s  i t  prudent 

for  us t o  j o i n  an RTO? 

COMMISSIONER BAEZ: Well - -  and I th ink  - -  bu t  I 

juess, I go back. As an a l te rna t i ve  t o  what? I mean, are we 

ta lk ing  not  j o in ing ,  I mean - -  
MR. WILLIS: Yes, any a l te rna t i ve .  

COMMISSIONER BAEZ: I see M r .  Long - - 
MR. LONG: Yes. 

COMMISSIONER BAEZ: - - answering tha t .  
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MR. WILLIS: An a l te rna t i ve  other than doing an RTO. 

COMMISSIONER BAEZ: So, t h e r e ' l l  be a presentation o r  

you would contemplate having some presentation o f  what 

a l te rna t ives  were considered? I mean, i s  t h i s  what we're 

look ing a t ?  

MR. WILLIS: Yes. 

MR. LONG: Yes. 

COMMISSIONER BAEZ: Secondly - -  and, I guess, whi le  I 

understand the purpose o f  doing t h a t ,  a r e n ' t  we - - and I go 

back t o  the RTO order, haven' t  we already f i x e d  on an RTO? 

MR. WILLIS: Not necessari ly. 

COMMISSIONER BAEZ: And why d o n ' t  you fee l  t ha t?  

MR. WILLIS: I mean, because you are chal lenging 

dhether o r  not i t  was prudent f o r  us t o  do what we've done and 

dhether o r  not  we w i l l  recover our cost  and t h a t ' s  p r e t t y  - - 
COMMISSIONER BAEZ: Well, i f  anything - -  I ' m  sorry,  

go ahead, I d i d n ' t  mean t o  i n t e r r u p t .  

MR. WILLIS: And t h a t ' s  p r e t t y  fund- -  I mean, t h a t  i s  

the most fundamental t h i n g  t h a t  can be challenged f o r  us, i f  

dhether we have taken an ac t ion  t h a t  we shouldn ' t  have taken 

so, therefore,  we don ' t  recover costs we - -  I th ink ,  you need 

t o  go back and then g ive  us very d e f i n i t i v e  d i r e c t i o n  on t h a t  

pa r t i cu la r  question as we l l  as the question o f  Gr idFlor ida.  I f  

you d o n ' t  answer t h a t  question, we don ' t  know what t o  do a f t e r  

that .  
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t h a t  the question some 

another way, i t  has t o  

BAEZ: No, I understand. And I th ink  

low, whether i t ' s  phrased tha t  way o r  

be answered. And I ' m  wondering going 

back t o  the proposed issues, i f  you look a t  number 8 and i t  

says, "Was the u t i l i t y ' s  decis ion t o  pa r t i c i pa te  i n  GridFlor ida 

prudent - - "  I ' m  sorry,  "Was the decision t o  pa r t i c i pa te  i n  

GridFlor ida i n  the best i n t e r e s t  o f  i t s  ratepayers?" I f  we had 

the concept o f  prudence i n  t h a t  issue as stated, would t h a t  

resolve anything? Would t h a t  address what you' r e  - - 
MR. WILLIS: It would help us w i t h  respect t o  Issue 

2, bu t  not Issue 1. I mean, t h a t ' s  what Issue 2 i s ,  " I s  the 

GridFlor ida proposal advanced prudent?" I mean, we could 

concede, again, t o  take out  the  phrase, "given the  parameters 

establ ished by FERC i n  Order 2000" out  o f  there.  We th ink  w i t h  

tha t ,  again, both o f  those issues are framed neu t ra l l y  and 

fa i r ly  and tha t  each pa r t y  can argue i t s  theory o f  the case. 

COMMISSIONER BAEZ: S t a f f ,  do you have any thoughts 

on tha t?  I ' m  sorry, M r .  Chi lds,  yes. 

MR. CHILDS: Well, j u s t  - -  you asked a question about 

hasn ' t  the  decision been made t o  pa r t i c i pa te  and I ' m  j u s t  being 

c lear ,  no, and not from F lo r ida  Power & L i g h t ' s  perspective 

tha t  i f  the decision by the  Commission i s  no t  prudent and i t ' s  

not cost recovery we won' t .  

COMMISSIONER BAEZ: Well, I understand tha t .  I mean, 

i t ' s  not  - -  
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MR. CHILDS: Okay. 

COMMISSIONER BAEZ: Your decision h a s n ' t  been set in 

stone because you're,  i n  f a c t ,  here trying t o  get some level - -  
MR. CHILDS: Right. 

COMMISSIONER BAEZ: - - some blessing, i f  you will , t o  
continue along t h a t  side, b u t  what  my meaning t o  - -  I mean, 
you're not going t o  change your - -  the vehicle, I guess. 
I t ' s  - -  

MR. CHILDS: Or we could. 

COMMISSIONER BAEZ: Or you could, okay. 

MR. CHILDS: We could, because believe t h a t  the 
decision and the a1 ternatives selected has been challenged and, 

therefore, we' re not - - I mean, I real ize i t  may have been 
argued t h a t  the decision has been made and thus we've moved on 
t o  a separate stage of the evaluation process, and in our mind 

i t  has no t ;  t h a t  i f  there's not going t o  be a Commission 

conclusion t h a t  this i s  appropriate, then we d o n ' t  want  t o  go 

forward. And a lso,  really, we're trying t o  find ou t  right now, 
you know, i s  i t  - -  can there be a way of i t  framing issues so 
we can get t h a t  answer. 

COMMISSIONER BAEZ: Exactly, b u t  something t h a t  you 

said kind of takes me back t o  the RTO order and the fact  t h a t  
saying I woul d gran t  t h a t  imp1 i ci t in any prudence requi rement 
you have the implied alternative of doing nothing a t  the very 
least. I'm not so sure certainly t h a t  the order contemplated 
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going through an analysis o f  a l l  the separate - -  a l l  the other 

a1 ternat ives t h a t  you might have gone down. 

To me, i t  more contemplated saying, a l l  r i g h t ,  a 

decision, whether f i n a l  o r  not,  has been made t o  pursue an RTO, 

a peninsular F lo r ida  RTO, and t h i s  i s  what we're going t o  look 

a t ,  and what i s  the  prudence o f  t h i s  p a r t i c u l a r  a l t e rna t i ve ,  

dhether i t ' s  compared t o  doing nothing o r  as a r e s u l t  o f  some 

consideration o f ,  you know, what the  costs, what the impacts t o  

ratepayers are and, you know, i f  the re ' s  any i n tang ib le  

benef i ts  t h a t  are involved i n  there - -  I mean, i s  there a net  

benef i t  t o  the  ratepayers and not concentrate so much on what 

your process - -  and what the process o f  e l im ina t ion  o f  other 

a1 ternat ives was going t o  be. 

MR. CHILDS: I don ' t  know because we're not  as f a r  

along as, I th ink ,  we'd l i k e  t o  be but,  I bel ieve,  what we're 

t r y i n g  t o  do i s  be able t o  address c red ib le  a l te rna t ives  i n  the  

process t h a t  we went through so tha t ,  you know, the question i s  

there whether - -  and, I th ink ,  t he  Commission S t a f f  asked 

questions about i t  i n  the  past year about was t h i s  the  r i g h t  

day t o  go. And so, we're t r y i n g  t o  address t h a t  and r e a l l y  

t r y ing  t o  make sure t h a t  we are presenting a case t h a t  

addresses tha t .  

COMMISSIONER BAEZ: S t a f f ,  I not iced t h a t  none o f  t he  

proposed issues, t h i s  recent proposed issues l i s t ,  i t  doesn' t  

2ven u t t e r  the  word a l te rna t i ve .  What's your - -  what was your 
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rnderstanding o r  what i s  your - - what's your understanding o f  

/hat the order - - what the RTO order ac tua l l y  contemplated? 

MS. HART: Commissioner, my reading o f  the order i s  

;hat i t  s t r i c t l y  deals w i t h  GridFlor ida and does not  

:ontemplate an examination o f  whether a decision about an RTO, 

in general, should have been made. The order discusses t h a t  

:he companies were wel l  along the way i n  creat ing GridFlor ida 

ind the way t h a t  i t  would be structured and that  the 

:ommission, therefore, was going - - would 1 i ke t o  look a t  t h a t  

lecis ion.  Therefore, I'll say t h a t  Issue number 1, as phrased, 

?veri as a l te red  by M r .  W i l l i s ,  goes beyond the scope o f  the RTO 

r d e r .  

MR. LONG: I f  I might, I ' m  not  sure how you can 

?valuate prudence and i s o l a t i o n .  Prudence, by d e f i n i t i o n ,  i s  a 

Function o f  what was known and the  q u a l i t y  o f  the decisions 

nade a t  the time. 

irudence without 1 ooki ng a t  what the  a1 t e r n a t i  ves were. 

I don ' t  see how the Commission can assess 

COMMISSIONER BAEZ: Well - - 
MR. LONG: And i t  seems t o  me t h a t  the other 

al ternat ives may have provided fewer benef i ts ,  a l l  o f  the  

al ternat ives may have provided no benef i ts ,  and the one t h a t  

das selected was the l eas t  detr imental .  

t o  be reviewed i n  some context. 

I mean, prudence has 

COMMISSIONER BAEZ: Well, t h a t  may be so, bu t  I ' m  not  

sure t h a t  I agree w i t h  the context you ' re  i den t i f y i ng .  I f  
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you' re identifying prudence - - I mean, somehow as I sa id  

before, one alternative implied i s  not doing anything; I mean, 
leaving the ratepayers, for our purposes anyway, leaving the 
ratepayers whole or leaving them not harmed, and perhaps that 's  
the standard t h a t  we need t o  use. 

I d o n ' t  t h i n k  t h a t  we can afford t o  enter in to  
evaluating different alternatives actually leading t o  some k i n d  

of transmission organization. This has been the decision t h a t  
was made and we're going t o  try - - i t  seems t o  me t h a t  we 
should be trying t o  - - a t  least my reading of the order is  t o  
look a t  the GridFlorida RTO as proposed and see i f ,  based on 
a l l  the facts surrounding i t ,  there is  a net - -  the GridFlorida 
RTO leaves a net benefit t o  the Florida ratepayers or t o  the 
peninsular Florida ratepayers, because that ' s  really w h a t  we're 
t a l  king about ,  whether the Val ue of who1 esal e competition adds 

t o  i t ,  whether your need t o  comply or determination t h a t  you 

needed t o  comply w i t h  Order 2000 adds t o  i t ,  a l l  those th ings  

p u t  together, whether we get a net benefit for the ratepayer or 
not .  I t  seems t o  me t h a t  t h a t ' s  w h a t  the order was 
contemplating. 

MR. WILLIS: Commissioner, I t h i n k ,  i t ' s  important 
vJhen the day is  over and you've rendered a decision t h a t  you've 
given us definitive guidance about wha t  t o  do. I f  you have not 
answered question 1, then we would not know w h a t  t o  do i f  you 

answered question 2 and found t h a t  we were imprudent for 

FLORIDA PUBLIC SERVICE COMMISSION 



55 

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 

forming GridFlorida. 

COMMISSIONER BAEZ: Well - - 
MR. WILLIS: We need t o  know your pos i t i on  i s  t h a t  

RTOs are j u s t  inappropriate and t h a t  we should have stood by 

and done nothing o r  done some other a l te rna t ive .  

COMMISSIONER BAEZ: It I s possible t h a t  standing on 

i t s  own the  determination o f  imprudence i s ,  you know, t o  

determine i t  imprudent i s  a p o s s i b i l i t y .  

t h a t ' s  a d e f i n i t i v e  answer based on whatever factors  were 

considered. 

I guess, you know, 

MR. WILLIS: Well, i t  i s ,  bu t  i t  doesn't  g ive us the  

guidel ines o f  whether t o  go and t r y  t o  form a d i f f e r e n t  RTO o r  

j o i n  a d i f f e r e n t  RTO o r  whether t o  stand down and do nothing. 

COMMISSIONER BAEZ: Would the Commission have the  

au tho r i t y  i n  denying the  prudence o r  f i n d i n g  something 

imprudent, and maybe S t a f f  can help me w i t h  t h i s ,  would they 

have as p a r t  o f  t h e i r  decis ion t o  g ive d i r e c t i o n  and go back 

and explore another a1 ternat ive? I mean, i s  t h a t  - - was t h a t  

w i t h i n  our author i ty? 

MR. WILLIS: Well, I th ink ,  i t ' s  probably w i t h i n  your 

au tho r i t y  t o  g ive us suggestions, bu t  - -  and t h a t ' s  what we 

want you t o  do w i t h  respect t o  Issue 1. 

COMMISSIONER BAEZ: But cou ldn ' t  we do t h a t  even 

tak ing  GridFlor ida i n  a vacuum, i f  you w i l l ?  

MR. LONG: Commissioner, I guess, we'd apprec 
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whatever guidance we get,  but  I th ink  the po in t  t h a t  we're 

making i s  unless we get d e f i n i t i v e  guidance, we're not going t o  

move forward. I mean, the re ' s  no po in t  i n  moving forward and 

r i s k  doing something t h a t  t h i s  Commission w i l l  f i n d  imprudent. 

It j u s t  doesn't make any sense. 

COMMISSIONER BAEZ: And, I guess, you would - - my 

reading o f  the  order says t h a t  you would get t h a t  determination 

i n  Phase 1. You' r e  going t o  get a determination o f  - - and 

w e ' l l  use the word prudence, i f  you want. You're going t o  get 

a determi nat ion o f  prudence, whatever t h a t  means, consi s ten t  

wi th  the  order. I s  t h a t  d e f i n i t i v e  enough? 

MR. McWHIRTER: Mr. Baez? 

COMMISSIONER BAEZ: Yes. 

MR. McWHIRTER: I ' m  probably more confused than 

normal. 

COMMISSIONER BAEZ: That makes two o f  us. 

MR. McWHIRTER: But on Page 3 o f  your order, your RTO 

order, i f  I may quote, i t  says, "The form and funct ion o f  a 

peninsular F lo r ida  RTO has been defined, Gr idFlor ida i s  t o  be a 

f o r - p r o f i t ,  stand-alone transmission company. I' It seemed t o  me 

vJhen I read tha t ,  t h a t  t h a t  meant t h a t  t h a t  decis ion has been 

made and i t  i s  chiseled i n  stone and - -  
COMMISSIONER BAEZ: Subject t o  our prudence 

determi nat ion,  but  yes. 

MR. McWHIRTER: Well, but  i f  you make i t  a prudence 
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determination, what does tha t  mean? Obviously, i t  doesn't  mean 

you can change the form and funct ion,  because t h a t ' s  already 

been made by another regulatory agency. Now, Mr. Childs and, I 

t h ink ,  Mr. W i l l i s  ind icated tha t  perhaps you could go i n  and 

say t o  the u t i l i t i e s  we would p re fe r  you t o  have an independent 

organization as opposed t o  a Transco, but  t h a t  would on ly  be a 

suggestion and I don ' t  know tha t  i t  would be given any 

credence, but  I ' d  l i k e  t o  hear some discussion as t o  whether o r  

not u t i l i t i e s  th ink  you have tha t  au tho r i t y  t o  change the  form 

and funct ion as i t ' s  now approved by FERC. 

COMMISSIONER BAEZ: Well, i t  seems t o  me t h a t  some 

determination o f  prudence i s  going t o  pu t  an end t o  o r  al low 

something t o  continue i n  t h i s  case. So, I mean, you know, and 

I go back t o  my question do we have au tho r i t y  t o  give t h a t  type 

o f  guidance? This wasn't good enough; do something else.  I 

mean, i s  t h a t  something t h a t  you would be i n  the  event t h a t  

there was a decision? 

MR. CHILDS: I ' m  not t r y i n g  t o  avoid responding t o  

tha t  question, bu t  l e t  me t r y  t o  present i t  the  way we've 

looked a t  it. What we're a f t e r  i s  as t o  t h a t  question o f  

guidance i s  not  - -  and we're not look ing  f o r  the  guidance so 

nuch as we're look ing f o r  your determination as whether a 

s t ruc tu r ing  o f  i t  t h i s  pa r t i cu la r  way resu l t s  i n  a decis ion 

that i s  prudent. And, you know, I suspect t h a t  i f  i t  were 

proved and the  Commission concluded t h a t  w i t h  t h i s  feature o r  
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t h a t  feature associated w i th  the RTO t h a t  you d i d n ' t  t h i n k  i t  

was prudent t h a t  t h a t ' s  what you'd f i n d  based upon the  record 

evidence. 

But we're not  t o  the po in t  o f  saying tha t ,  as t h i s  

order says, t h i s  o rder 's  wrong t o  the extent i t  says t h a t ,  

okay? I d o n ' t  r e c a l l  - -  I mean, I know t h i s  was the S t a f f  

pos i t ion ,  bu t  I don ' t  r e c a l l  t h a t  the  Commission, when they 

discussed i t  and voted upon it, endorsed it. This i s  a 

pos i t i on  o f  fac t .  And what we're here f o r  i s  t o  r e a l l y  t o  t ry  

and say we d i d  what we d i d  i n  terms o f  proposing t h i s  RTO, we 

st ructured i t  the  way we d id ,  we r e a l i z e  t h a t  there are 

questions. Are we prudent? And i f  we're not,  f o r  one reason 

o r  other,  okay. 

COMMISSIONER BAEZ: Mr. Childs, fo rg ive  me. You want 

us - -  you want me, a t  l eas t ,  because I ' m  the  only  one s i t t i n g  

up here today, unfortunately,  bu t  you want me t o  accept the  

f a c t  t h a t  your decis ion t o  enter i n t o  a - -  t o  pursue an RTO i s  

no t  a f i n a l  decision. And the  on ly  v a l i d i t y  I can f i n d  i n  t h a t  

statement i s  that  somehow i t ' s  pending on a determination t h a t  

t h i s  Commission i s  going t o  make. 

But I guess, I would ask you i f  tomorrow you had a 

determination o f  prudence, are you going t o  t u r n  around and no t  

do an RTO? I mean, are you going t o  decide on something e l se  

o r  i s  i t  f i na l  i n  t h a t  regard? 

MR. CHILDS: Well, I guess, I thought t h a t  t he  
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2xercise was tha t  i t  had been suggested and i t  had been argued 

to  the  Commission t h a t  the various decisions associated w i th  an 

?TO were imprudent and tha t  because they were imprudent, there 

should not be cost recovery. And so, what we're here about i s  

Defore we can go forward, we th ink ,  and incur  expenses t h a t  

de're not going t o  recover, we want t o  know whether we're 

Drudent. 

I can ' t  t e l l  you what the decisionmaking process w i l l  

De, but  I would suspect t h a t  i f  a decis ion i s ,  i s  t h a t  going 

forward, i t ' s  not  prudent, t h a t  t h a t  would receive serious 

zonsideration i n  deciding are we going t o  go forward a t  a l l ,  o r  

i f  the re ' s  a decis ion t h a t  we're not prudent because o f  some 

)a r t i cu la r  f ind ing ,  i s  there a way t o  address tha t?  

But what we're t r y i n g  t o  do i s  t o  have a way f o r  

those issues t o  be presented and ru led  on. And, I guess, I 

thought t h a t  the  issue a l te rna t i ve  meant, you know, a t  t he  

leginning po in t  t h a t  anyone could have formed an RTO o r  not ,  

md  t h a t ' s  a t  l eas t  one a l te rna t i ve .  But I also thought t h a t  

there were others and i t  had been suggested, f o r  instance, t h a t  

naybe i t  shouldn ' t  have been f o r - p r o f i t ,  maybe i t  should have 

3een st ructured another way. Those are the  a l te rna t i ves  t h a t  I 

thought we were t a l  k ing  about w i t h  t h i s  issue. 

MR. SHREVE: Commissioner? 

COMMISSIONER BAEZ: Yes. 

MR. SHREVE: I see no way t h a t  t h i s  Commission can 
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make a decision i n  a vacuum on whether o r  not i t  would be a 

prudent a l t e rna t i ve  t o  pa r t i c i pa te  i n  an RTO. They've got a 

l o t  o f  informat ion t o  put before you before you can ever get t o  

t h a t  po in t .  I th ink  you and the  S t a f f  and, I th ink ,  I 

understand where you ' re  coming from rather  than 

misunderstanding it, are moving i n  the r i g h t  d i rec t i on .  

U t i l i t i e s  can put as much informat ion out  there as 

they want and t h e y ' l l  argue whatever they want to ,  and I th ink  

there are enough issues here t h a t  w i l l  cover j u s t  about 

anything they want. Maybe i t ' s  not  etched i n  stone, but  r i g h t  

now t h a t ' s  a l l  we have t o  work w i th ,  t h a t ' s  a l l  we've been t o l d  

about, and t h a t ' s  what we're deal ing w i th .  

Now, i f  they have other th ings t h a t  t hey ' re  going t o  

put on the  tab le  and other informat ion and other evidence t h a t  

t hey ' re  going t o  put out there dur ing t h i s  and, I th ink ,  there 

are a l o t  o f  places t h a t  they can put  i t  i n  here, then I ' m  sure 

the Commission w i l l  consider it. But t o  ask f o r  a decis ion on 

i s  F lo r ida  Power's decision t o  pa r t i c i pa te  i n  an RTO the  most 

prudent a l te rna t ive?  You c a n ' t  do t h a t  i n  a vacuum. 

There may be other a l t e rna t i ves  t h a t  are out  there 

tha t  people might agree w i t h  o r  disagree w i th ,  and you may have 

some changes i n  pos i t i on  o f  t he  pa r t i es .  They can put  t h a t  

informat ion i n  there. 

d i rec t ion ,  I th ink  the S t a f f  i s  moving i n  the  r i g h t  d i r e c t i o n  

on t h i s ,  and I th ink  there are p len ty  o f  places there f o r  them 
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t o  pu t  the information i n  t h a t  only they have, then y o u ' r e  
going t o  make a dec i s ion .  

COMMISSIONER BAEZ: Thank you, Mr. Shreve. 
See, here's what I 'm having t r o u b l e  w i t h .  I t h i n k ,  

we need t o  - - a s  I s a i d  i n  the beginning, we need t o  f ind  a way 
t o  k i n d  of consol ida te  some issues, have them be a s  broad a s  
p o s s i b l e  so t h a t  - -  i n  a way t h a t  d o e s n ' t  disturb your theory  
o f  the case ,  whatever t h a t  theory  may be, b u t  t h a t  d o e s n ' t  
preclude the S t a f f  and u l t ima te ly  the Commission from having 
the type of  information t h a t  they need a v a i l a b l e  t o  them and 
presented t o  them so t h a t  they can make a decision on prudence. 

I f  t h a t  includes the companies br inging up other 
a l t e r n a t i v e s  a s  p a r t  of their case ,  so be i t .  T h a t ' s  just 
going t o  add weight for one a l t e r n a t i v e  o r  another  o r  one 
theory  of  the case  over  another ,  and t h a t ' s  fine. I mean, I 

t h i n k ,  anyone else up here would a n t i c i p a t e  a s  much information 
a s  poss ib l e  being a v a i l a b l e  t o  them so t h a t  they can make an 
informed dec is ion .  

I'm sorry t h a t  I confuse you i f  I t e l l  you t h a t  we 
d o n ' t  want t o  disturb your a b i l i t y  t o  do t h a t .  However, i n  

your doing t h a t ,  i t  is st i l l  necessary t o  have, and the order 
c l e a r l y  s t a t e s  and suggests t h a t  MFRs a r e  a v a i l a b l e  and t h a t ,  
t o  me, suggests a l eve l  of  s p e c i f i c i t y  i n  terms of numbers, 
f r ank ly  speaking, t h a t  a r e  going t o  be a v a i l a b l e  t o  the S t a f f  
for them t o  be a b l e  t o  determine and provide some a n a l y s i s  
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along those l i n e s .  

Whether t h a t  i s  the theory o f  the case t h a t  the  

Commission u l t ima te l y  accepts o r  not i s  i r r e l e v a n t ,  a t  t h i s  

po in t ,  i t  does have t o  be avai lable.  And I d o n ' t  see without 

any - - wi thout a 1 i t t l e  more s p e c i f i c i t y  t o  the  proposed issues 

g i v i n g  f u l l  va i d i t y  t o  the  issues t h a t  you've suggested, but  I 

don ' t  see t h a t  without a l i t t l e  b i t  more s p e c i f i c i t y  i n  the 

proposed issues t h a t  the  S t a f f  o r  the Commission can get  

anywhere down t h a t  road. 

So, I guess - -  and, Mr. Long, i f  y o u ' l l  j u s t  bear 

w i t h  me a second, I t h i n k  t h a t  the S t a f f  has done a very good 

j o b  o f  t r y i n g  t o  get your issues involved and included i n  t h e i r  

proposed 1 i s t  o f  issues. And I ' m  i n c l  ined t o  adopt these 

proposed issues wi th  the  understanding, and I don ' t  know what 

i s  going t o  - - what k ind  o f  document i s  going t o  issue from 

t h i s  prehearing, bu t  w i t h  the  understanding t h a t  these issues, 

even as they ' re  phrased, should not be i n te rp re ted  t o  preclude 

the in t roduc t ion  o f  anything t h a t  would - -  l e t  me res ta te  t h a t  

- -  t o  preclude the app l ican t ' s  pu rsu i t  o f  the  case as they see 

f i t .  That includes consideration and in format ion on broader 

issues, in tang ib le  benef i t s ,  a l l  o f  t h a t  should be included i f  

t h a t  i s  the  company's - -  i f  t h a t  i s  the  i nd i v idua l  company's 

case. 

Another problem t h a t  I see w i t h  the  issues t h a t  have 

been proposed by the  companies i s  t h a t  t h e y ' r e  too  general and 
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they don ' t  get down t o  the leve l  o f  s p e c i f i c i t y  t h a t  stays 

consistent w i t h  the Order's statement t h a t  there are 

company-specific issues t h a t  need t o  be addressed. And I 

bel ieve t h a t  t h a t ' s  what the companies - - ra ther ,  t h a t ' s  what 

the  S t a f f ' s  proposed issues t r y  t o  get a t  i n  the end, w i t h  f u l l  

understanding t h a t  there are broad issues t h a t  are appl i cab le  

t o  a l l  the companies. 

Before I make a r u l i n g ,  I ' m  going t o  l e t  Mr. Long 

have h i s  shot, i f  the re ' s  something t h a t  you wanted t o  say. 

know t h a t  I kept you from speaking. 

MR. LONG: No, Commissioner, i t  sounds as though 

you' ve essenti a1 1 y made your ru l  ing. I was j u s t  going t o  PO 

out, once again, we are f u l l y  prepared t o  cooperate i n  terms 

prov id ing whatever informat ion the  Commission and the S t a f f  

I 

nt  

o f  

need t o  evaluate t h i s  case. And my on ly  po in t  was t h a t  t he re ' s  

a d i s t i n c t i o n  between prov id ing the  informat ion and framing the  

issues. 

I f  the S t a f f ,  based on the  informat ion t h a t  i t  

requests and receives, wants t o  pu t  on a case o r  wants t o  

present a c e r t a i n  argument t o  the Commission, i t  seems t o  me 

t h a t  they would have the unfet tered a b i l i t y  t o  do t h a t  as long 

as they have the  information. 

COMMISSIONER BAEZ: And M r .  Long, I understand what 

you ' re  saying, and I t h i n k  t h a t  some consideration has t o  be 

given because you ' re  s o r t  o f  - -  you ' re  look ing t o  use t h i s  
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Commission's u l t imate  determination as a basis f o r  moving 

forward w i th  GridFlor ida o r  not,  t h a t  i t  has t o  be, and our 

determinations have t o  be i n  some type o f  form t h a t  would al low 

you t o  go t o  Washington w i th  it. I understand tha t .  And I 

t h ink  tha t  the  Commission and ce r ta in l y  the  S t a f f  should take 

care t o  consider the form i n  which these determinations are 

going t o  be made so t h a t  the de f in i t i veness  t h a t  you seek, one 

way o r  the other, i s  going t o  be there i n  the  end. 

However, I don ' t  fee l  conf ident t h a t  having and only  

having such general issues, and I haven't heard any p o s s i b i l i t y  

tha t  these - -  t h a t  a proposed issues l i s t  might be included i n  

some rephrased issues by the - - o r  under some rephrased issues 

by the company t h a t  would f i n d  more middle ground. But t h a t  

said, you know, I th ink ,  i t  would be incumbent upon us t o  t r y  

and give you the  type o f  de f in i t i veness  t h a t  you requi re so 

tha t  you can move forward to ,  you know, whatever decis ion you 

make based on our determinations. 

I ' m  not  convinced t h a t  you can get t h a t  type o f  

def in i t iveness w i t h  issues t h a t  have been proposed by the  

S t a f f ,  understanding f u l l y  t h a t  as are ou t l i ned  here t h a t  there 

are some guidance i n  terms o f  the  issues t h a t  have been 

suggested t h a t  have been r o l l e d  i n t o ,  I guess, these e igh t  

issues. 

MR. CHILDS: Commissioner? 

COMMISSIONER BAEZ: Yes. 
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MR. CHILDS: When we broke, seemed 1 i ke an hour ago, 

dhen we broke, one o f  the th ings I thought we were charged w i th  

doing was t o  address a way t o  address the issues. We haven't 

presented t h a t  t o  you ye t .  

COMMISSIONER BAEZ: Well, I only sa id t h a t  I ' m  

inc l ined .  I f  you have a way, i f  you want t o  - -  
MR. CHILDS: Well, i f  you want the  way - -  
COMMISSIONER BAEZ: And what would you suggest? 

MR. CHILDS: - -  we're going t o  t r y  t o  discuss tha t .  

You know, I th ink  t h a t  i n  terms o f  the  s p e c i f i c i t y  

here t h a t  under these proposed issues t h a t  you j u s t  r e i t e r a t e  

tha t  our concern i s  not the s p e c i f i c i t y .  Our concern i s  t h a t  

i t  represents a way t o  address the  case, but  we are - - I would 

hope t o  move beyond t h a t  and t r y  t o  ta lk  about a way where the  

various issues t h a t  have been ra ised can be addressed and 

i d e n t i f i e d  i n  a prehearing order so we a l l  know what the  issues 

are and the  basis o f  every p a r t y ' s  pos i t i on  as t o  how the  

Commission should make i t s  decis ion.  

COMMISSIONER BAEZ: Well, Mr. Childs, again, I ' m  no t  

- -  I t h ink ,  from the  outset t h a t  t he  S t a f f  had, and I th ink  

they c l e a r l y  stated what t h e i r  i n ten t i on  was and how they 

ar r i ved  a t  these issues was t o  t r y  and r o l l  i n  and include 

everyone's concerns and c e r t a i n l y  everyone's issues t h a t  they 

saw needed addressing, inc lud ing  yours and the  r e s t  o f  the  

applicants. To t r y  and get t o  a place where we're not impeding 
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anyone's a b i l i t y  t o  pursue whatever case they want t o  pursue i n  

t h e i r  determination - - 
MR. CHILDS: Well, then, I would object ,  then, t o  - -  

I mean, i n  terms o f  impeding, because we were asked t o  prepare 

3ur issues t h a t  we thought were needed, and we met w i t h  S t a f f  

and the r e s u l t  was - - i s  t h a t  we cou ldn ' t  resolve t h a t .  We 

need the f ind ings on prudence, and on these consolidated issues 

i t  ' s not  there. 

COMMISSIONER BAEZ: Well - -  
MR. CHILDS: With the  S t a f f  having sa id  t h a t  they 

danted t o  have i t  something else,  some other wording, best 

i n t e r e s t  o f  the customers, I ' d  l i k e  t o  go t o  a way t h a t  we have 

discussed t o  t r y  t o  respond t o  where I thought we were before 

the break - -  
COMMISSIONER BAEZ: 

MR. CHILDS: - -  t o  pu t  issues together. 

COMMISSIONER BAEZ: Mr. Childs, i f  we change Issue 8 

t o  read, "Was the u t i l i t y ' s  decis ion t o  p a r t i c i p a t e  i n  

;r idFlorida prudent and i n  the  best i n t e r e s t  o f  t he  

ratepayers?" Does tha t  get  your determination o f  prudence t h a t  

you require? And S t a f f ,  would you be okay w i t h  t h a t  

;nodi f i c a t i  on? 

I f  we change - -  

MS. HART: Commissioner, I have some concern about 

the word "prudence," because I t h i n k  i t ' s  a loaded word t h a t  

car r ies  w i t h  i t  ce r ta in  presumptions about cost recovery. 
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However, w i th  tha t  said, t h a t  i s  what the companies are asking 

f o r  w i t h  the understanding, as stated i n  the order, t ha t  no 

decision i n  Phase 1 i s  going t o  b ind the hands o f  the 

Commission as f a r  as a determination o f  a l l oca t i on  o r  cost 

recovery. 

COMMISSIONER BAEZ: Well, I th ink  t h a t  t h a t ' s  p r e t t y  

c lear  i n  the order. 

opportuni ty t o  get an answer t o  a spec i f i c  question i n  a 

general sense, I guess - - 

I ' m  concerned more w i t h  a t  l eas t  g i v ing  an 

MS. HART: Right.  

COMMISSIONER BAEZ: - -  t o  get t o  a d e f i n i t i v e  answer 

on prudence. And then, you know, given the  hedging i n  the RTO 

order, I th ink  i t  ' s everybody's understanding t h a t  prudence 

i s n ' t  b inding l a t e r  on cost recovery, although I don ' t  t h ink  i t  

r i ses  t o  the leve l  o f  having t o  r e l i t i g a t e  prudence, but  there 

w i l l  be an a l l oca t i on  and there w i l l  be discussion on 

a l l oca t i on  and cost recovery as pa r t  o f  the  general ra te  

proceedings . 
TECO's case i s  d i f f e r e n t  i n  t h a t  sense, and I ' m  not  

sure t h a t  we've - -  I ' m  not  sure tha t  S t a f f  contemplated t h a t  

d i f ference.  And, I th ink ,  perhaps we have some work l e f t  i n  

order t o  address t h a t  spec i f i c  s i t ua t i on .  

you t o  get w i th  the company and perhaps we've got some work 

l e f t  t o  do there, because we're not contemplating, a t  l eas t  t o  

my knowledge, having an a l l oca t i on  o r  cost  recovery l a t e r  on so 

I mean, I would urge 
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they don ' t  necessari ly f i t  i n t o  the mold t h a t  we're - -  
MS. HART: Right.  With t h a t  said, I can l i v e  w i th  my 

re1 uctance about the word prudent. 

MR. CHILDS: My - -  I th ink ,  u n t i l  t h a t  was said I 

thought maybe we had an avenue. 

idea o f  whatever we do i n  Phase 1 does not  b ind  the 

Commission's hands t o  deny cost recovery i n  Phase 2. That 's  

j u s t  very open. Maybe we can move beyond tha t .  

I am uncomfortable w i th  the  

And Commissioner, one other th ing  on t h i s ,  I come 

back. 

the addressing o f  Gr idFlor ida as t o  i t s  impact on the s ta te  as 

opposed t o  ind iv idua l  u t i l i t i e s ,  which we would hope could be 

addressed. And we have a - - as I said before, a spec i f i c  

question as t o  cost recovery methodology t h a t  we th ink  needs t o  

be something tha t  i s  addressed. Maybe t h i s  i s  a way f o r  us t o  

s t a r t  working on i t  so t h a t  we f u l l y  understand the  parameters 

o f  what the  po ten t ia l  issues would be. 

I don ' t  t h ink  t h i s  l i s t  o f  issues necessar i ly  permits 

COMMISSIONER BAEZ: M r .  Keating o r  Ms. H a r t ,  I do 

not ice t h a t  there i s  an - -  I ' m  not  sure t h a t  you've included an 

issue t h a t  a t  l eas t  addresses some cost recovery. I s  t h a t  

because cost recovery, i n  terms o f  a mechanism tha t  was going 

t o  be employed o r  what the  prefer red method would be, i s  going 

to  be considered as pa r t  o f  the  ra te  case? 

MR. KEATING: That was my understanding as t o  - -  
COMMISSIONER BAEZ: That was your understanding. 
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MR. KEATING: - -  why tha t  issue was not included. 

COMMISSIONER BAEZ: Given the f a c t  t ha t  we have only  

two o f  the companies tha t  are pe t i t i on ing ,  i s  t h i s  something 

tha t  we need t o  consider addressing whi le  not  i n  a f i n a l  way, 

because the order doesn't  contemplate t h a t  bu t  ce r ta in l y ,  you 

know, I ' m  wondering how f a r  can you go t o  consider cost  

recovery mechanisms o r  a t  l eas t  take no t ice  o f  cost recovery 

mechanisms as p a r t  o f  Phase l? And I ' m  not  sure how i t  j i b e s  

wi th  TECO's s i t ua t i on .  

t h ink  about? 

I s  tha t  something t h a t  you need t o  

MR. KEATING: I ' m  not  sure i f  t h a t ' s  something t h a t  

- -  I ' m  not sure i f  t h a t ' s  something tha t ,  i n  agreeing t o  an 

expedited proceeding, i f  the Commission had i n  mind, you know, 

l i m i t i n g  i t s  review t o  ce r ta in  th ings and whether - -  
COMMISSIONER BAEZ: And I agree w i t h  you, but  - -  
MR. KEATING: - -  and whether leav ing out  the  cost 

recovery mechanism review was p a r t  o f  the  reason f o r  - - o r  p a r t  

o f  some reason t o  have an expedited proceeding, I don ' t  know. 

COMMISSIONER BAEZ: I th ink ,  as Mr. Childs came out  

and said he thought the  order was wrong on some points ,  I 

think,  I won't go so f a r  as t o  say i t  was wrong, but  I w i l l  a t  

leas t  from my p a r t  admit t h a t  ce r ta in  th ings,  i t  seems t o  me a t  

leas t ,  weren't  contemplated i n  l i g h t  o f  the  d i f f e r e n t  postures 

o f  the companies. And I th ink  t h a t  we need t o  t r y  and address 

tha t  o r  make - -  I ' m  p r e t t y  sure I ' m  not  making t h i s  up, bu t  you 
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know, we need t o  - - I th ink ,  we've got a problem here. 

MR. KEATING: I don ' t  t h i n k  i n  an - -  I guess, an 

issue conference would be the t ime t o  do i t . 

some s o r t  o f  motion f o r  reconsideration, i f  t h a t ' s  - -  you know, 

i f  the pa r t i es  sought some c l a r i f i c a t i o n  o r  more thought on 

tha t  order would be the  appropriate place - -  

I suppose t h a t  

COMMISSIONER BAEZ: I ' m  more concerned, and perhaps 

I ' m  out  o f  bounds here, but  I ' m  more concerned w i t h  t r y i n g  t o  

adapt t o  what we've already done i n t o  a workable s i t u a t i o n  tha t  

works f o r  everyone given t h e i r  respective postures. I f  t h a t  i s  

not possible because the  Order has issued and we've a c t u a l l y  

got a process t o  t r y  and readdress where we may have missed 

some spots, you know, I understand, bu t  I - - 
MR. KEATING: And I j u s t  fear  t h a t  given t h a t  the  - -  
COMMISSIONER BAEZ: I think,  we need t o  - -  I t h i n k ,  

there 's  something t h a t  we need t o  address. 

you t o  decide what the  best way t o  address i t  i s .  

I would leave i t  t o  

MS. HART: Can I - -  
COMMISSIONER BAEZ: Yes. 

MS. HART: Can I ask you t o  go back t o  what your 

question was about cost  recovery methodologies o r  mechani sms? 

Maybe Roberta can speak t o  t h a t .  

COMMISSIONER BAEZ: I think,  i t  was Mr. - -  was i t  

Mr. Childs? I ' m  sorry,  Mr. Childs, you had had a comment about 

the cost recovery, and I guess my question - -  my question 
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das - -  and i t  r e a l l y  was more re la ted  t o  what we j u s t  had a 

conversation on, the r e l a t i v e  posture o f  the d i f f e r e n t  

companies. But cost recovery understanding t h a t  the  Order 

leaves cost recovery t o  the  general ra te  proceedings and 

intending, as much as possible, t o  stay consistent w i t h  tha t .  

However, we do have an issue. We've got  a company 

here t h a t  has - -  i s  i n  a d i f f e r e n t  s i tua t ion ,  I t h i n k ,  you'd 

agree, than the other two because there i s  no r a t e  proceeding 

before us. So, I guess, my question i s  how do we stay 

consi s ten t  i n  addressi ng everything t h a t  needs t o  be addressed 

as p a r t  o f  the  RTO issue and s tay consistent wi th  t h i s  order 

i f ,  i n  f a c t ,  we have a company t h a t ' s  i n  a d i f f e r e n t  posture? 

I mean, there i s  no Phase 2, i t  seems, f o r  Tampa E l e c t r i c .  

MR. WILLIS: Well, Commissioner, I would l i k e  t o  

3oint out  w i t h  respect t o  Tampa E l e c t r i c ,  we d i d  no t  ask t h a t  

issue t o  be decided so t h a t  i t ' s  re levant t o  - - 
COMMISSIONER BAEZ: So, you' r e  going t o  - - you' r e  

going t o  s i t  w i t h  a general prudence? I mean, you ge t  a 

leterminat ion o f  prudence and l i v e  t o  f i g h t  o r  address i t  

mother day? I mean, i s  t h i s  what you ' re  contemplating? 

MR. WILLIS: Yes. 

COMMISSIONER BAEZ: A1 1 r i g h t .  Then, you' ve answered 

ny question. Thank you. 

MS. KIESLING: Commissioner? 

COMMISSIONER BAEZ: Yes. 
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MS. KIESLING: I f  I could j u s t  b r i e f l y ,  I ' m  not  

planning o r  in terested i n  rehashing Issues 1 and 2, but i t  

would seem t o  me t h a t  under an issue, a generic Issue 3 t h a t  

would be something l i k e ,  "What are the benef i ts  associated w i th  

formation and operation o f  Gr idFlor ida,"  t h a t  we could f i t  a l l  

o f  the bene f i t  issues raised by d i f f e r e n t  pa r t i es  and t h a t  

s i m i l a r l y  under a generic issue o f  what are the estimated costs 

o f  p a r t i c i p a t i o n  i n  GridFlor ida,  t h a t  we could f i t  a l l  the 

costs ones and s t i l l  l e t  everybody get t h e i r  issues a t  l eas t  

somewhat 1 i sted, f o r  exampl e. 

COMMISSIONER BAEZ: I ' m  sorry,  Ms. K ies l ing,  which 

Issue 3 are you reading o f f  o f  f i r s t  o f  a l l ?  

MS. KIESLING: I ' m  reading o f f  the  compilat ion o f  

proposed issues since I never saw the new one u n t i l  today. 

COMMISSIONER BAEZ: Okay, I ' m  sorry. 

MS. KIESLING: So, i f  we had a general issue, f o r  

example, t h a t  said, "What are the benef i t s  associated w i t h  

formation and operation o f  Gr idFlor ida?" Then, under t h a t  we 

could have, f o r  example, Duke's and Calpine's Issue 12, "What 

are the expected benef i t s  a t t r i b u t a b l e  t o  the e l im ina t ion  o f  

d iscr iminat ion through open transmission access r e s u l t i n g  from 

the company's p a r t i c i p a t i o n  i n  GridFlor ida?" 

We could have a number - - 
COMMISSIONER BAEZ: That ' s 12? 

MS. KIESLING: Yeah, 12 on t h a t  same l i s t .  Same 
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t h ing  w i t h  13 on t h a t  same l i s t .  Same t h i n g  w i t h  14 on t h a t  

l i s t .  Same th ing  w i t h  15, what are the benef i t s  t o  r e t a i l  - -  

"What are the benef i ts  o f  a robust competit ive wholesale power 

market?" I t h i n k  t h a t  we can f i t  benef i t s  under a generic, you 

know, 3-A, 3-B, 3-C, 3-D, whatever. 

MS. HART: Commissioner? 

COMMISSIONER BAEZ: I s n ' t  i t  - -  and again, am I 

seeing - -  am I not  seeing what the inadequacy o f  the Issue 3 

t h a t ' s  on t h a t  proposed l i s t ?  I mean, where i s  i t  t h a t  you ' re  

f a l l i n g  short  i f  i t ' s  l i s t e d  there t h a t  somehow i t ' s  

ant ic ipated t h a t  these Issues 12, and I forgot  what the  other 

numbers t h a t  you i d e n t i f i e d  were, are an t ic ipa ted  t o  be r o l l e d  

i n t o  t h a t .  

MS. KIESLING: From my various c l i e n t ' s  perspective 

the inadequacy o f  3, as I see i t  on here, i s  t h a t  i t ' s  look ing  

a t  what are the benef i t s  t o  be rea l i zed  by the  u t i l i t y ,  and 

there i s  a whole range o f  other benef i t s  out  there t h a t  may no t  

be u t i l i t y - s p e c i f i c  bu t  t h a t  are general benef i t s ,  such as g r i d  

r e l i a b i l i t y ,  such as development o f  a wholesale market i n  the  

whole s ta te  o f  F lo r ida  o r  peninsular F lor ida,  th ings o f  t h a t  

nature. And the way S t a f f  has stated i t  t i e s  i t  t o  the  u t i l i t y  

and, I th ink ,  i t  l i m i t s  the  a b i l i t y  o f  those o f  us who are no t  

one o f  these u t i l i t i e s  bu t  who have a very strong i n t e r e s t  i n  

the  development o f  an RTO, i t  l i m i t s  us i n  being able t o  pu t  on 

a case. 
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COMMISSIONER BAEZ: Right .  S t a f f ?  

MR. KEATING: One of the earlier iterations t o  this 

proposed issue included after the words, "realized by the 
u t i l i t y  and i t s  ratepayers." And the reason i t  was limited 
there instead of being broader and saying i n  the state of 

Florida is ,  aga in ,  looking back t o  the Commission's order, 
setting up this proceeding, i t  was our understanding t h a t  w h a t  
we were doing was looking a t  each u t i l i t y ' s  decision on a 
system-by-system basis; hence, we tied the benefits t o  the 
u t i l i t y  we could add - -  I wouldn ' t  be opposed t o  the phrase, 
"and i ts  ratepayers. 'I 

COMMISSIONER BAEZ: "and i t s  ratepayers"? 
MR. KEATING: I would t h i n k  t h a t  - -  1 would hope t h a t  

some of the other part es besides the ut i l i t ies ,  would be able 
t o  address those types o f  issues under t h a t  issue. I mean, our 
intent was t o  a1 low those broader intangibles i n t o  - - you know, 
obviously, since they aren't quantifiable i t ' s  harder t o  t i e  
them t o  the specific u t i l i t y ,  but  I t h i n k  i n  terms of w h a t  
we' re doing is t h a t  they need t o  be - - 

COMMISSIONER BAEZ: I mean, I t h i n k ,  Ms. Kiesling has 
a po in t .  I t  doesn't really allow you t o  look a t  broad - -  I 

mean, t o  the extent t h a t  their theory of having, you know, 
robust wholesale market is  a benefit t o  the ratepayers. You 
know, i t  may not be a benefit t o  ut i l i t ies .  T h a t  seems t o  be a 
l imi t a t ion  on w h a t  they're trying t o  - -  w h a t  they're trying t o  
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introduce o r  address by t h e i r  comments. 

Is there - -  I mean, even "and i t s  ratepayers" i s  so r t  

o f  a l i m i t a t i o n  as we l l .  I s  there any way we could f ree  t h a t  

up so tha t  you can have the i n t e n t  t h a t  you had by l i s t i n g  

Calpine Issue 12, f o r  instance, as able t o  be addressed under 

tha t  issue? 

MR. KEATING: That issue i s  r e a l l y  t i e d  t o  the Issue 

1 i n  the proposed issue l i s t  t h a t  was handed out today. 

Because the  order d i d  ask us t o  look a t  each u t i l i t y ' s  

decisions, and we f e l t  t ha t  look ing a t  the  cost and benef i ts ,  

dhether they be quan t i f i ab le  o r  other,  f o r  each u t i l i t y  was 

something t h a t  we had t o  do pursuant t o  t h a t  order. 

know i f  perhaps a separate issue, i f  something l i k e  t h a t  would 

3e appropriate. 

I don ' t  

COMMISSIONER BAEZ: Well, and I ' m  not  sure t h a t  - - 
I s  i t  something t h a t  you ' re  and Ms. K ies l ing ,  help me here. 

looking a t  as the  s ta te  o f  F lo r ida  o r  i s  i t  something t h a t  

zould be l i m i t e d  t o  the GridFlor ida area? I mean, the 

Oatepayers i n  the  GridFlor ida,  I th ink ,  t o  some extent the  

i ene f i t s  t h a t  you 'd be proposing would be the  same from the  

ierspect - - you know. 

MS. KIESLING: I can understand l i m i t i n g  i t  t o  

ieninsular F lo r i da  as being the area t h a t  i s  covered by 

; r idFlor ida,  bu t  when one looks a t  some o f  the  other 

implications o f  the  FERC order, such as interconnections 
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F lo r ida  tha t  we would l i k e  the opportuni ty t o  be able t o  put  on 

a case, i f  there i s  a case t o  be put  on, t ha t  there are 

benef i t s  beyond the boundaries o f  G r i  dF1 o r i  da . 
COMMISSIONER BAEZ: But are they benef i t s  t o  the  

ratepayers? I s  t h a t  - -  
MS. KIESLING: I th ink ,  they could be. 

COMMISSIONER BAEZ: So, would benef i t s  such as 

interconnection, I mean, and we're j u s t  p u l l i n g  t h a t  one, 

because - -  
MS. KIESLING: That 's  the  one I grabbed, yeah. 

COMMISSIONER BAEZ: Could you make t h a t  argument t h a t  

i t  was a bene f i t  - -  I mean, could you make t h a t  argument f o r  

someone tha t  was a ratepayer o f  a Gr idFlor ida u t i l i t y ?  I mean, 

i t  seems the po in t  t h a t  you ' re  making i s  - -  
MS. KIESLING: I ' m  not  saying t h a t  I cou ldn ' t  make 

It might not  be the  argument t h a t  my c l i e n t s  t h a t  argument. 

would l i k e  t o  be making, but  - -  
COMMISSIONER BAEZ: But you understand how we have 

t o  - -  I mean, the re ' s  - -  
MS. KIESLING: Cer ta in ly ,  I do. I th ink ,  one o f  the  

problems, i f  I could o f f e r  t h i s ,  i s  t h a t  we j u s t  got  t h i s  

proposed 1 i s t  o f  i s u e s  today. 

COMMISSIONER BAEZ: I understand. 

MS. KIESLING: And perhaps there would be a way i f  we 
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were t o  not,  l i k e ,  conclude t h i s  proceeding but  t o  al low us a l l  

t o  go out,  now tha t  we've seen t h i s  l a t e s t  l i s t ,  and come up 

w i th  some suggestions i n  the s p i r i t  o f  compromise t h a t  you 

spoke o f  i n  your opening comments and see i f  we can come up 

w i th  some l i s t s  tha t  - -  o f  issues tha t  may s a t i s f y  most, i f  not 

a l l ,  o f  the  people s i t t i n g  here and then come back w i th  it, 

because i t  i s  d i f f i c u l t  f o r  me t o  analyze what I j u s t  was 

handed today and also fo l low the  proceeding, so.. . 
COMMISSIONER BAEZ: 

MS. KIESLING: And I don ' t  want t o  have my hands t i e d  

I appreciate - - 

t o  by agreeing t o  something t h a t  I haven't had the  chance 

analyze completely. 

COMMISSIONER BAEZ: I appreciate your s i  t u a t  on, and 

I ' m  sure you ' re  not the on ly  one out there.  As a matter o f  

fac t ,  you ' re  not the on ly  one i n  t h i s  room, myself included, 

but t ha t  said, I guess, I ' m  not  comfortable i n ,  and perhaps 

S t a f f  can g ive me a sense o f  what the  t ime l i ne  i s  on t h i s ,  o f  

dalking out  o f  t h i s  prehearing without an issue l i s t .  I don ' t  

know what k ind  o f  - -  because, I th ink ,  you can appreciate t h a t  

delve put ourselves under a t ime frame as we l l ,  and we have 

time commitments t h a t  we have t o  keep. 

MS. KIESLING: I mean, I was th ink ing ,  l i k e ,  by the 

2nd o f  t h i s  week. 

day, but  j u s t  some t ime t o  analyze what's here. 

I was not  planning t o  push i t  o f f  a long 

COMMISSIONER BAEZ: What k ind  o f  t ime const ra in ts? I 
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mean, I r e a l l y  wish tha t  t h i s  l i s t  would have been out on 

Fr iday,  but  t ha t  being the  case, I know tha t  t was impossible 

t o  do, but  a t  the same time, I mean, I can ' t  gnore the  f a c t  

tha t ,  oh, so many people have sa id tha t ,  you know, look ing a t  

t h i s  r e a l  t ime i s  ce r ta in l y  not  as productive as i t  could be, 

and I ' m  wondering what k ind  o f  t ime constraints we're under o r  

the S t a f f  i s  under i n  order t o  be able t o  g ive t h i s  a be t te r  

look and t o  take back what we've a l l  said today and t r y  and 

make some - -  
MR. KEATING: Yeah, I th ink ,  the const ra in t  we're 

under i s  i t ' s  my understanding t h a t  the reason behind t h i s  

Issue Conference was t o  t r y  t o  se t  issues so t h a t  the  u t i l i t i e s  

could t ry  t o  t rack  those issues o r  address them i n  testimony 

f i l e d  a t  the  end o f  t h i s  month, and t h a t  f i l i n g  date 's  se t  i n  

the Commission's order, I bel ieve.  

So, I th ink ,  we're - -  where are we, i n  Ju l y  9th? 

de ' re  three weeks from the  testimony f i l i n g .  There's not  - -  
i t ' s  not  something t h a t  - -  i t ' s  not  a burden t h a t  would f a l l  on 

S t a f f ,  and I don ' t  know how the  u t i l i t i e s  fee l  about - -  
COMMISSIONER BAEZ: And I understand i t ' s  a t h i r d  

party t h a t ' s  k ind  o f  making the  request. Ms. K ies l ing,  I 

guess, what I would be i n c l i n e d  t o  do i s  not d i s tu rb  the  b a l l  

t h a t ' s  r o l l i n g  now. However, perhaps we can modify t h i s  issue 

t o  make i t  a 1 i t t l e  broader so t h a t  you can - - so t h a t  what I ' m  

assuming was the  rea l  i n t e n t  o f  the  S t a f f  i n  c r a f t i n g  t h i s  
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issue t o  a l l o w  you t o  address your proposed issues w i th in  i t  

can be real  ized, and I ' m  wondering i f ,  you know, j u s t  changing 

i t  t o  "by the u t i l i t y  and/or i t s  ratepayers" would help open 

t h a t  up. 

MR. MOYLE: Mr. - -  
COMMISSIONER BAEZ: I ' m  sorry,  yes. 

MR. MOYLE: Well, she's raised an issue tha t  i s  

important, also, t o  a number o f  our c l i en ts .  

COMMISSIONER BAEZ: I understand t h a t .  

MR. MOYLE: And, I th ink ,  both o f  us would probably 

have a l i t t l e  b i t  o f  egg on our face i f  we went back t o  our 

c l i e n t s  w i th  an issue t h a t  d i d n ' t  a l low the benef i t s  t o  our 

c l i e n t s  t o  be considered. And the way i t ' s  phrased now, the 

b e n e f i t ' s  t o  the u t i l i t i e s  and/or the  ratepayers. 

COMMISSIONER BAEZ: Well - -  
MR. MOYLE: I mean, I j u s t  - -  i t  po in ts  out a l i t t l e  

b i t  the danger, I th ink ,  o f  k ind  o f  doing it. 

COMMISSIONER BAEZ: Well - - and see, here's the  

th ing.  I mean, having - -  you know, i f  what you ' re  intending i s  

coming i n  and saying t h i s  would be great f o r  my company, I 

mean, although, I t h i n k  t h a t ' s  probably impl ied,  I ' m  not  sure 

tha t  t h a t ' s  the k ind  o f  pos i t ions  t h a t  are going t o  be 

persuasive i n  a l l  o f  t h i s .  Somehow everything has t o  get t i e d  

back t o  the ratepayer, because t h a t ' s  r e a l l y  what we're look ing 

a t .  And I ' m  wondering i f  by changing t h i s  issue s l i g h t l y  t o  
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make i t  a l i t t l e  broader so t h a t  the issue o f  a robust 

competit ive market, who1 esal e market, can be introduced, tha t  

t h a t ' s  not real ly serving your purpose. 

MR. MOYLE: Well, i t  s t a r t s  ge t t i ng  d i f f i c u l t ,  

because there are benef i t s  t o  an ind iv idua l  company i n  terms o f  

not having t o  deal w i th  f i v e  e n t i t i e s  t o  t ry  t o  move power from 

po in t  A t o  po in t  B, t h a t  you can deal w i t h  one e n t i t y ,  you 

know, the p r i c i n g  issues. There are benef i t s  t o  the company 

tha t  probably w i l l  f low down t o  the ratepayers as we l l .  

COMMISSIONER BAEZ: Right. 

MR. MOYLE: But i t ' s  j u s t  - -  
COMMISSIONER BAEZ: I mean, i s  t h a t  your tenuous 

connection t o  make - -  
MR. MOYLE: No, I j u s t  thought t h a t  given t h a t  t h i s  

issue l i s t  has j u s t  been put on the  tab le  today t h a t  her 

suggestion was not  a bad one t o  t ry  t o  g ive us, you know, a 

couple more days t o  t ry  t o  work i t  out .  

COMMISSIONER BAEZ: I ' m  not  saying t h a t  her 

suggestion was a bad one. A l l  I ' m  saying i s  t h a t  we're under 

some t i g h t  t ime frames here and, I th ink ,  you know, I ' m  not  

hearing any i n t e r e s t  from S t a f f  i n  doing it. Certa in ly ,  i f  

we've got t o  get a decis ion out i n  90 days, we've already spent 

three hours on t h i s ,  so I mean, you can see how i t ' s  going. 

MR. MOYLE: I mean, I don ' t  know i f  t h i s  i s  the 

appropriate t ime t o  ra i se  i t  but,  you know, the  u t i l i t i e s ,  I 
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hear them wanting an answer t o  the prudency question. Folks 

tha t  Ms. K ies l ing  and I represent are t r y i n g  t o  make investment 

decisions about F lo r ida ,  some o f  which i s  predicated on are you 

going t o  have an RTO i n  place. 

And i f  I understand, you now have Issue 8, which i s  

the u t i l i t y ' s  decis ion t o  pa r t i c i pa te  i n  GridFlor ida,  i s  i t  i n  

the best i n te res t  and - -  i s  i t  prudent and i n  the  best i n t e r e s t  

t o  the ratepayers? I would sure hate t o  see, you know, an 

issue which i s  how should t h a t  be recovered - -  i f  the  answer i s  

yes, how should t h a t  be recovered from ratepayers be an issue 

t h a t  i s  deferred and then hangs them up f o r  another s i x  months 

from a decision as t o  whether t o  go forward o r  not ,  because 

r i g h t  now th ings are s ta l l ed .  

So, i f  - -  you know, i f  - -  i n  my opinion, i f  the  

answer t o  number 8 i s  yes, i t ' s  prudent and i n  the  best 

i n te res t ,  then i s  i t  t h a t  much more t o  bas i ca l l y  say, assuming 

the answer i s  yes, what would be the  appropriate mechanism t o  

recover the cost o f  t h a t  decision? 

COMMISSIONER BAEZ: Well, whether I agree w i t h  you o r  

not i s  not important r i g h t  now, but  I th ink  we've got an order 

out here t h a t  we've got t o  stay t r u e  t o  i n  some sense, and i t  

says t h a t  cost recovery i s  not  going t o  be the subject  o f  a 

Phase 1 and - -  
MR. MOYLE: I don ' t  mean t o  be argumentative. 

COMMISSIONER BAEZ: No, I appreciate where you' r e  
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coming from. 

MR. MOYLE: Yeah, but  the prehearing order and the  

prehearing o f f i c e r ,  you know, you ' re  vested w i t h  t h a t  

author i ty .  I f  I r e c a l l  the motion, i t  was a motion t o  

expedite. So, I ' m  a l i t t l e  confused as t o  how a motion t o  

expedite, which was denied, then tu rns  the  vehic le  by which 

everything was establ ished. 

COMMISSIONER BAEZ: Well, you ' re  going t o  have t o  ask 

someone t h a t ' s  a l o t  smarter than I am. A l l  I know i s  t h a t  

we've got an order issued t h a t  I ' m  f e e l i n g  a l i t t l e  b i t  

compel 1 ed t o  stay consi s ten t  wi th .  

Mr. Long. 

MR. LONG: Commissioner, a couple o f  questions. 

Again, look ing a t  the  l i s t  o f  issues the  S t a f f  provided us w 

t h i s  afternoon - -  
COMMISSIONER BAEZ: Yes. 

MR. LONG - -  under the  Legal Issues. The f i r s t  one, I 

believe, i s  a t t r i b u t e d  t o  OPC. I t h i n k ,  M r .  Chi lds ra ised the  

point  e a r l i e r  t h a t  t h i s  issue i s  very confusing. Tampa 

E l e c t r i c  has no t  proposed t o  unbundle i t s  r e t a i l  e l e c t r i c  

rates, so I ' m  no t  sure what t h i s  issue means. 

The same would apply t o  the  second issue, because 

Tampa E l e c t r i c  has no t  proposed t o  stop prov id ing r e t a i l  

d e c t r i c  serv ice t o  i t s  customers. So again, these two issues 

are very confusing. 
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COMMISSIONER BAEZ: M r .  Shreve o r  Mr. Howe, I ' m  

sorry,  would you l i k e  t o  lend some c l a r i f i c a t i o n ?  

MR. HOWE: Commissioner Baez, f i r s t  o f  a l l ,  as I 

th ink  we phrased the issues i n  a l i s t  we had provided t o  S t a f f ,  

I th ink ,  a t  f i r s t  we re fe r red  t o  transmission service not t o  

r e t a i l  e l e c t r i c  service i n  general. 

MR. KEATING: Right.  On number 2, we've got 

typo i n  there i n  pu t t i ng  pub1 i c  counsel ' s  issues on t h  

Number 2 i s  - -  
MR. HOWE: And as t o  the  reason o f  the  issue 

a l i t t l e  

s l i s t .  

i t ' s  my 

understandi ng t h a t  r i g h t  now i n  F1 o r i  da we have i ntegrated, 

ve r t i ca l l y - i n teg ra ted  u t i 1  i t i e s  t h a t  provide generation, 

transmission, and d i s t r i b u t i o n .  And i n  FERC's view, t h a t  i s  a 

bundled service, and FERC has no j u r i s d i c t i o n  over the  

transmission po r t i on  o f  t h a t .  

It i s  my understanding t h a t  FERC's pronouncements 

have been t h a t  i f  t h a t  i s  i n  any way disrupted by voluntary 

act ion o f  the  u t i l i t y  o r  a r e t a i l  competit ion i n i t i a t i v e  w i t h i n  

a s ta te  t h a t  i t  i s  then unbundled. And so, we get down t o  the  

simple f a c t  t h a t  i f  i t  i s  bundled when FERC has no 

j u r i s d i c t i o n ,  I th ink ,  we're faced w i t h  a f a c t  t h a t  i t  w i l l  be 

unbundled i f  FERC has j u r i s d i c t i o n  over the transmission 

po r t i on  o f  r e t a i l  service, and t h a t ' s  what's going t o  happen. 

I th ink ,  the d i s t i n c t i o n  t h a t  i s  being drawn i s  a 

I f  the company continues t o  provide a b i l l  t o  very narrow one. 
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providing t h a t  b i l l  as a v e r t i c a l l y - i n t e g r a t e d  u t i l i t y  

providing a l l  three services, I th ink ,  under FERC's 

pronouncements t h a t  would be c l e a r l y  unbundling. I f  you want 

to ,  you might make a separate issue, "Would i t  b r i n g  about an 

unbundling?" and then the next issue could be " I s  Commission 

author izat ion required before they can unbundle?" 

MR. LONG: Well, Commissioner, I resta te  the  po in t .  

We are not proposing t o  unbundle our r e t a i l  ra te ,  regardless o f  

what FERC has said. And again, OPC i s  no t  being very spec i f i c  

about t h a t .  The f a c t  remains we're not  unbundling our r e t a i l  

ra te .  So again, I wouldn' t  know where t o  begin i n  terms o f  

making a legal  argument on t h i s  po in t .  

MR. HOWE: Commissioner Baez, I ' m  hard-pressed t o  

accept t h a t  explanation. The r e a l i t y  i s  t h a t  the  company i s  

cu r ren t l y  prov id ing a bundled service and they are proposing t o  

change t h a t  service. They w i l l  no longer be a 

v e r t i c a l l y - i n t e g r a t e d  u t i l i t y  t o  t h e i r  customers. That i s  

unbundl i ng . 
I f  the  d e f i n i t i o n  causes some problems, they can 

explain t h a t  i n  t h e i r  pos i t i on ,  bu t  I t h i n k  there i s  going t o  

be a change. And i f  the  current  status quo i s  bundled r e t a i l  

service, i f  the  companies are proposing a change t o  stop being 

v e r t i c a l l y - i n t e g r a t e d  u t i l i t i e s ,  then there i s  a change i n  the  

bundled service, almost by d e f i n i t i o n  i t  i s  then unbundled. 
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MR. LONG: Commissioner, the f a c t  remains t h a t  we 

w i l l  continue t o  buy and provide transmission service on a 

bundled basis f o r  our r e t a i l  customers. Our r e t a i l  customers 

are not  buying transmission service from GridFlor ida under t h i s  

proposal. 

MR. CHILDS: You know, one o f  the th ings, the 

d i f f i c u l t y  f o r  us, I ' m  not  sure whether i t ' s  productive t o  

pursue, but i s  t h a t  under t h a t  analogy we're providing 

unbundled wholesale service already, because we do buy power 

from other suppliers, and i f  t h a t ' s  what makes i t  unbundled, 

then we're already doing tha t .  

i t ' s ,  instead, generation. And, you know, I don ' t  understand 

it. 

understand the d i s t i n c t i o n ,  because we do buy it, we do recover 

it, we recover i t  through a clause r i g h t  now and have f o r  a 

number o f  years. 

I t ' s  j u s t  no t  transmission; 

I want t o  t r y  t o  work w i t h  them about i t , but  I don ' t  

COMMISSIONER BAEZ: Mr. Howe, he 's  got a po in t .  

That ' s a1 ready going on. 

MR. HOWE: I understand the po in t .  And my answer 

dould be and, I bel ieve, i t ' s  i n  FERC Order 888-A where FERC 

addresses exact ly  t h a t  scenario and FERC says t h a t  "Where a 

transmission provider takes purchased power and transmits t h a t  

2 l e c t r i c i t y  over i t s  own f a c i l i t i e s  and then over i t s  own 

3 i s t r i b u t i o n  f a c i l i t i e s  i t  remains bundled r e t a i l  service."  

The d i s t i n c t i o n  t h a t  FERC seems t o  draw i s  t h a t  i f  
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the transmission piece i s  i n  any way changed i n  form o f  b i l l i n g  

o r  i n  form o f  provider t h a t  t h a t  e f fec ts  an unbundling o f  the 

service, and a t  t h a t  po in t  the j u r i s d i c t i o n  t rans fers  t o  the 

FERC. 

The po in t  they seem t o  be making, and I ' m  not  going 

t o  pretend tha t  i t ' s  completely c lear  t o  me a t  a l l  stages, i s  

FERC ' s j u r i s d i c t i o n  i s  over the who1 esal e del i very o f  energy 

and the transmission o f  e l e c t r i c i t y  i n  i n t e r s t a t e  commerce. 

And FERC has drawn on i t s  l i n e  and i t  has sa id t h a t  where a 

r e t a i l  customer receives bundled service t h a t  i t  i s  no t  

transmission and i n t e r s t a t e  commerce, but  i f  t h a t  anything 

happens t o  change i t  from t h a t  bundled del ivered r e t a i l  energy 

tha t  a t  t ha t  po in t  j u r i s d i c t i o n  t rans fers  t o  FERC. 

This i s  one o f  t he  issues t h a t  the  states t h a t  have 

gone through competit ive i n i t i a t i v e s  a t  the  r e t a i l  leve l  have 

been faced wi th .  I th ink ,  they were surprised. FERC stepped 

i n  and said now t h a t  you've opened i t  up t o  competit ion i n  the  

r e t a i l  market, we consider t h a t  transmission unbundling, and 

de ' re  tak ing  t h a t  j u r i s d i c t i o n .  

One o f  the  pos i t ions  t h a t  t h i s  F lo r ida  Commission 

took before FERC, which i s  also re f l ec ted  i n ,  I ' m  p r e t t y  sure, 

3rder 888-A, i s  t h a t  they thought FERC was wrong, t h a t  t h a t  

type o f  t h ing  would e f fec t  an actual change i n  j u r i s d i c t i o n ,  

because i t  would introduce FERC i n t o  the r e t a i l  market. And 

IERC took the  pos i t i on  t h a t  F lo r i da  was incor rec t .  Any form o f  
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unbundling, i t ' s  a j u r i s d i c t i o n a l  s h i f t .  

MR. LONG: Well - -  
MR. HOWE: But having sa id t h a t  - -  having sa id tha t ,  

I th ink ,  you can s t i l l  get t o  the po in t  you have relevant 

issues. One issue you might want t o  ask, w i l l  i t  e f f e c t  an 

unbundling, make t h a t  an issue. Second, i f  i t  i s  an 

unbundling, does i t  requi re the Commission's p r i o r  

authorization? And then i n  answer t o  t h a t  issue, o f  course, 

you would expect a party t o  s ta te  whether o r  not  i t  should be 

permitted because o f  the  r e s u l t  t h a t  i s  obtained. 

Commi ss i  oner Baez? 

BAEZ: Yes. 

I don ' t  know i f  we're going t o  have 

he Legal Issues. I wanted go back t o  

Issue number 3, though, whenever i t  I s appropriate. 

COMMISSIONER BAEZ: Can you g ive  me a second, because 

I wanted t o  ask S t a f f  a question. I mean, S t a f f ,  you seem t o  

I 

on 

MS. KAUFMAN: 

COMMISSIONER 

MS. KAUFMAN: 

fu r ther  discussion o f  

have adopted - - f i r s t  o f  a1 1, you mentioned the re ' s  a typo. 

mean, i s  t h a t  - - i s  t h a t  number 2 should be r e t a i l  transmiss 

service? 

Issues. 

MR. KEATING: Yes, i n  number 2. 

COMMISSIONER BAEZ: I ' m  sorry? 

MR. KEATING: Yes, i n  number 2 under the Legal 

COMMISSIONER BAEZ: And number l? 
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MR. KEATING: Yes. 

COMMISSIONER BAEZ: Are we okay there o r  no? 

MR. KEATING: It needs - - 
COMMISSIONER BAEZ: I th ink ,  number 1 might be a l l  

? igh t .  What you've done i s  adopted them. 

MR. KEATING: Yeah, I want t o  make sure t h a t  i t  

i rope r l y  states what pub l i c  counsel pu t  i n  i t s  issue. 

ie l ieve ,  number 1 i s  correct ,  number 2 i s n ' t ,  and j u s t  

nes ta t i  ng the  issues presented by publ i c counsel . 

I 

COMMISSIONER BAEZ: Mr. Long, you know, t h i s  i s  a 

legal issue, and i t  seems t o  me you should be able t o  answer i t  

1s a legal  issue without having - - I mean, i f  you want t o  

i reface i t  by saying, hey, we're no t  t r y i n g  t o  unbundle o r  we 

iaven ' t  requested t o  unbundle our r e t a i l  ra te,  t h a t ' s  f i n e ,  

:oo, bu t  i t  seems t h a t  you can answer, you can provide what 

/our view i s  o f  t h i s  question on a lega l  basis wi thout a c t u a l l y  

laving i t  - -  
MR. LONG: We can c e r t a i n l y  po in t  out, Commissioner, 

:hat the question, as posed, assumes fac ts  t h a t  are i nco r rec t .  

mean, based on publ i c  counsel ' s  discussion o f  FERC Order 888, 

:he po in t  i s  t h a t  FERC, under the  GridFlor ida proposal, would 

l o t  set  the  r a t e  f o r  each o f  our r e t a i l  ratepayer classes and 

le f ine  what transmission charge goes on each b i l l  t h a t  goes t o  

)ur r e t a i l  customers. That i s  asser t ing j u r i s d i c t i o n ,  and t h a t  

'S ng under the Gr idFlor ida proposal. So, counse 
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argument i s  based on a f a l se  premise, but we'd ce r ta in l y  be 

iappy t o  po in t  t h a t  out i f  you fee l  t ha t  i t ' s  appropriate t o  

lave the issue, but  i t  makes no sense - -  
COMMISSIONER BAEZ: I f  t h a t ' s  an argument t h a t  you 

:an make. I mean, I suspect t h a t  pub l i c  counsel has a 

i i f f e r e n t  argument t o  make, and i t ' s  something t h a t  we can take 

inder consideration. 

Second, the  second issue I th ink  t h a t  changed - -  I 
nean, I don ' t  know t h a t  there was an object ion t o  tha t ,  was 

there, t o  the second - -  I ' m  sure you w i l l  have one a t  t h i s  

I o i n t  but ,  you know, you were going t o  say, I ' m  sorry.  

MR. LONG: A t  the  r i s k  o f  being predic tab le - -  
COMMISSIONER BAEZ: I t ' s  no r i s k ,  be l ieve  me. 

MR. LONG: As phrased, i t ' s  obviously incorrecL,  

Iecause we're not going t o  cease prov id ing r e t a i l  e l e c t r i c  

service. To the  extent t h a t  t h a t  - -  
COMMISSIONER BAEZ: No, I th ink ,  i t  should say r e t a i l  

transmission service. 

MR. LONG: To the  extent t h a t  t ' s  changed t o  read 

r e t a i l  transmission service,  I would say again, t h a t  we w i l l  

Zontinue t o  buy and provide on a bundled basis transmission 

service f o r  our r e t a i l  customers. So, again, I t h ink ,  t he  

question, even as corrected, makes no sense, bu t  we'd be happy 

to  argue tha t ,  i f  - -  
COMMISSIONER BAEZ: Thank you. 
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Ms. Kaufman, you wanted t o  re tu rn  t o  which issue? 

: ' m  sorry.  

MS. KAUFMAN: Issue 3 on the l i s t  t h a t  we received 

;oday . 
COMMISSIONER BAEZ: Right. 

MS. KAUFMAN: Ms. K ies l i ng  and Mr. Moyle were 

Piscussing perhaps a broader look a t  the  benef i ts ,  and I was 

joing t o  t r y  t o  o f f e r  a s i m p l i s t i c  suggestion - -  
COMMISSIONER BAEZ: P1 ease. 

MS. KAUFMAN: - -  and then make a plea f o r  one o f  my 

issues t h a t  has been deleted. 

I t h i n k  tha t  i f  you simply e l iminate "by the  u t i l i t y "  

From the  f i r s t  l i n e ,  you broaden the  issue enough t o  al low the 

i a r t i e s  t o  argue benef i t s  t o  whomever they t h i n k  i t  i s  

3ppropriate, and perhaps t h a t  would g ive some comfort t o  some 

i f  the  other  n o n - u t i l i t y  pa r t i es  who might wish t o  discuss 

i e n e f i t s  t h a t  might f l o a t  from an RTO. 

MS. HART: Commissioner? 

COMMISSIONER BAEZ: Yeah. 

MS. HART: We have another a l t e r n a t i v e  t h a t  - -  
COMMISSIONER BAEZ: Well, I was going t o  ask. I 

nean, somehow, t h a t  runs counter t o  what your j u s t i f i c a t i o n  f o r  

qaving t h a t  issue i s ,  bu t  I ' m  wondering i f  you want t o  t r y  

your - -  
MS. HART: Exactly. 
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COMMISSIONER BAEZ: I ' d  l i k e  t o  f i n d  a way t o  be able 

t o  spread t h i s  out a l i t t l e  more. 

MS. HART: I ac tua l l y  have two suggestions. The 

f i r s t  s t ha t  t o  add a f t e r  "by the u t i l i t y "  add the words, "o r  

others 'I The second suggestion i s  t ha t  as the  hour grows l a t e  

and we admittedly provided t h i s  l i s t  o f  issues a t  a l a t e  time 

r e l a t i v e  t o  t h i s  conference, t h a t  the pa r t i es  be given several 

days, maybe u n t i l  Thursday, t o  provide w r i t t e n  a1 ternat ives.  

I ' d  r e a l l y  l i k e  t o  see what Mr. Childs i s  proposing, i n  

pa r t i cu la r ,  so t h a t ' s  an a1 te rna t ive .  

COMMISSIONER BAEZ: It doesn't  appear t o  me t h a t  any 

o f  t he  pa r t i es  are going t o  ob ject  t o  it, but  I d i d n ' t  hear 

from the  companies on the  o r ig ina l  request, so we've got 

perhaps two sides onboard i f  M r .  Chi lds i s  amenable and fee l s  

h i s  cont r ibu t ion  might be valuable, and I t r u s t  i t  w i l l  be. 

MS. HART: And I d i d n ' t  mean j u s t  on t h i s  issue. 

COMMISSIONER BAEZ: No, I understand. 

MR. CHILDS: Why don ' t  we - -  we would ask t h a t  we be 

given a few more days t o  t a l k  t o  S t a f f  and see whether we c a n ' t  

reach an accommodation. 

COMMISSIONER BAEZ: I th ink ,  the  S t a f f  had suggested 

Thursday. I ' m  not  sure how t h a t  - -  
MR. CHILDS: We ' l l  do t h a t .  

COMMISSIONER BAEZ: Thursday's f i ne?  A l l  r i g h t .  Do 

we need t o  stand i n  recess? Are we going t o  come back and 
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f i n a l i z e  t h i s  a t  a prehearing o r  i s  t h i s  something tha t  can - -  
i f  we a l l  reach agreement, can i t  j u s t  become p a r t  o f  the 

standard prehearing process? 

MS. KIESLING: I wouldn't  hold out  hope t h a t  we can 

a l l  reach agreement on every issue, but  I t h i n k  we can grea t ly  

improve on where we are. 

COMMISSIONER BAEZ: I ' m  an op t im is t ,  but  I ' m  not  t h a t  

op t im is t i c .  

MS. KIESLING: I am, too. 

COMMISSIONER BAEZ: However, I th ink ,  we've had 

p len ty  o f  discussion today. 

the  same time, you know, I th ink ,  I meant what I said. And i f  

we can a l l  take i t  back and t r y  and work on i t , we've got a few 

ex t ra  days. But again, I d i d n ' t  get an answer t o  my question. 

I s  t h i s  something t h a t  we've got t o  reconvene o r  how would you 

an t i  c i  pate? 

I ' v e  perhaps sa id  too much, but  a t  

MR. KEATING: You could reconvene, you could - - I 
suppose - -  and I ' m  not  sure from the  discussion t h a t  j u s t  took 

place i f  we'd s t i l l  have pa r t i es  f i l i n g  any responsive comments 

t o  t h i s  proposed issue l i s t ,  we could take those and b r ing  

those t o  you f o r  your consideration wi thout  reconvening. I 

suppose, i f  we - -  I ' m  j u s t  t r y i n g  t o  t h i n k  o f  t he  no t i ce  

requirements f o r  reconvening and f i nd ing  the  t ime. 

COMMISSIONER BAEZ: I f  we're standing i n  recess, I 

mean, i f  - -  
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MR. KEATING: Yeah, then, I th ink ,  we're okay. I t ' s  

j u s t  a matter o f  f i nd ing  the time and place on the - -  we can do 

tha t ,  i f  you'd l i k e .  

MS. HART: Or, I th ink ,  an a l te rna t i ve  i s  you can 

take i t  under advisement knowing t h a t  t hey ' re  inc lud ing  the  

w r i t t e n  comments t h a t  w i l l  come i n  and then make your r u l i n g  

wi thout us reconveni ng . 
COMMISSIONER BAEZ: We can hold tha t .  Since i t  was 

the  pa r t i es '  request t o  have the  prehearing conference and have 

a prehearing o f f i c e r  present, you know, I ' m  going t o  leave i t  

t o  t h e i r  - -  I guess, I ' m  going t o  ask what t h e i r  inpu t  would be 

on whether you would requi re a reconvening. I suspect a t  t h i s  

po in t ,  you know, you may not even want me i n  the  room, bu t  a t  

the  same t ime I have t o  o f f e r  you the  opportuni ty - - 
MR. WILLIS: To the  contrary,  I th ink  t h a t  we 

Should - -  
COMMISSIONER BAEZ: - -  s ince i t ' s  your motion. 

MR. WILLIS: I th ink ,  i t  would be helpfu l  f o r  you t o  

be present so t h a t  we can b r ing  t h i s  t o  a conclusion. 

COMMISSIONER BAEZ: A l l  r i g h t .  Then - -  
MR. WILLIS: And so, I th ink ,  we should j u s t  adjourn 

t o  a t ime t o  be - -  
COMMISSIONER BAEZ: Decided 1 a te r .  

MR. WILLIS: - -  decided, yeah. 

COMMISSIONER BAEZ: I t h i n k  - -  perhaps Noreen has a 
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date t h a t ' s  open. Yes. 

MS. HART: Commissioner, we're look ing a t  the 

It looks l i k e  Fr iday you have a prehearing schedule. 

conference. 

COMMISSIONER BAEZ: Mm- hmm. 

MS. HART: I don ' t  know what you might, otherwise, 

have on your schedule Friday morning, but  - - 
COMMISSIONER BAEZ: I th ink ,  I ' m  c lear .  Fr iday 

morning, I ' v e  been t o l d ,  i s  - -  
MS. HART: Okay. And t h a t  i s  w i t h  the  idea t h a t  the 

pa r t i es  would f i l e  any w r i t t e n  comments by Thursday, c lose o f  

business Thursday. 

COMMISSIONER BAEZ: Close o f  business Thursday, and 

then w e ' l l  reconvene Friday. I s  9:OO - -  9:30, l e t ' s  keep i t  

cons s tent ,  9:30 Friday? That 's  July 13th. 

SPEAKER: Don' t  do anything on t h a t  day. 

COMMISSIONER BAEZ: I f  you ' re  a fan o f  i rony ,  then 

t h i s  i s  i t  f o r  you. Anything else? Am I missing anything? 

MR. KEATING: A t  t h i s  po in t ,  I don ' t  t h i n k  there i s  

anything else.  And I'll j u s t  l e t  you know I glad ly  won' t  be 

here on Fr iday the  13th. 

COMMISSIONER BAEZ: A l l  r i g h t .  Thank you a l l  f o r  

coming, and w e ' l l  see you Friday. 

(Transcr ip t  continues i n  sequence i n  Volume 2.)  
- - - I -  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

95 

STATE OF FLORIDA 1 

CERTIFICATE OF REPORTER 

:OUNTY OF LEON 1 

I, KORETTA E. STANFORD, RPR, O f f i c i a l  Commission 
ieporter,  do hereby c e r t i f y  t h a t  a Prehearing Conference was 
ieard a t  the  t ime and place herein stated. 

I T  I S  FURTHER CERTIFIED t h a t  I stenogra h i c a l l y  
-eported the  sa id proceedings; t h a t  the  same has E een 

t ranscr ip t  const i tu tes a t r u e  ! ranscr ip t ion  o f  my notes o f  sa id  

attorney o r  counsel o f  any o f  the  pa r t i es ,  nor am I a r e  7 a t i v e  

transcribed under my d i r e c t  su erv is ion ;  and t h a t  t h i s  

iroceedi ngs . 
I FURTHER CERTIFY t h a t  I am not  a r e l a t i v e ,  em loyee, 

ir employee o f  any o f  the  p a r t i e s '  attorneys o r  counsel 
Zonnected w i t h  the  act ion,  nor am I f i n a n c i a l l y  in te res ted  i n  
the act ion.  

DATED THIS Friday, Ju l y  13, 2001. 

(850) 413-6734 

FLORIDA PUBLIC SERVICE COMMISSION 


