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Power 
co•ro• • t•O "' 

January 27. 1998 

Ms. Blnnca S. Bay6, Director 
Division of Records and Reporting 
Florida Public Service Commission 
25-tO Shumard Oak Boulevard 
Tallahassee. Florida 32399-0850 

Rc: Docket No 

Dear Ms. Bay6: 

JAMES A . M cGEE 
atN.oA covHI.U 

Enclosed for fi ling in the subject docket arc an original and ten copies of 
Florida Power Corporation's Motion for Reconsideration and Request for Oral 
Argument. 

ACK 1r.::-;t;J,p·. Please acknowledge your rcccipt of the above filing on the enclosed copy of 
N ·' ~~letter nnd return to the undersigned. Also enclosed is a 3.5 inch diskette 
t. : __s;jlj)taining the above-referenced document in WordPerfect format. Thank you for 
,.. • 1 your assistance in this matter. 
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Enclosure 

1cc: Partie.~ of record 
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Very truly yours, 

"'--l--D--D.k ~~.-
James A. McGee 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and Purchft.Sed Power 
Cost Recovery Clause with 
G<-nerating Perform1111ce Incentive 
Factor. 

Docket No • .980001·~1 

Submiued for filing: 
Jnnuary 28. 1998 

FLORIDA POWER CORPORATION'S 
MOTION FOR RECONSIDERATION 

Florida Power Corporation (MFiorida Power"), pursuant to Rule 25-22.060, 

F.A.C., hereby submits its Motion for Reconsideration of Order No. PSC-98-

0073-FOF-EI, issued January 13, 1998 in this docket (" the Order"), regarding the 

npprop.iale t.reatmenl of trftllsmission revenues and costs associated with Schedule 

C. economy energy transactions. In support hereof. Florida Power state~ 11.'> 

follows: 

Reconsideration Requested 

A orida Power seeks reconsideration of the conclusion contained in the 

second ordering paragraph on page II of the Order, which states in pertinent part : 

(B]ecause brolc.er sales are non-separated sales, any additional 
transmission revenues shall be credited and separated according to the 
nom1al procedure' within the n•el adjustment clijuse of the selling 
utili ty. 

Florida Power submits that this conclusion and the supporting rational in the body 

of the Order, which rejects uncontroverted t.estimony that transmission revenues 

By "normal proc«lure,- the quoted llltl~llie refers to the current pra•1kc uf &efl>Utln, 
pruduction-rclated C:Osl.l and revenues oow~:«n the retail and wholesale juriwk1iuns on lh• 
basis of energy ~31ts. Su, Order, at page 8. 

OOCL~ f ~·' ~•· ·'' ['\T[ 



from economy sales must be jurisdictionally separated using a transmission 

separation factor, is based on a misapprehension of the relationship between 

"s.:parnted sales" and "separation factors," a mista.kcn belief thnt only retnil 

ratepayers support the investment used in making non-separated economy sales. 

and an oversight of the inter-jurisdictional conflict it created. in conlruvention of 

the Commission's stated objective that neither stockholders or mtcpnycrs be 

harmed by the implemenLation of FERC Order 888. When the issues affected by 

these mistakes. misapprehensions and oversights are properly considered. it 

becomes evident that transmission revenues must be jurisdictionaliu:d using 

separation factors that recognize transmission (not production) cost responsibility. 

Discussion 

Florida Power fuUy supports the Commission's underlying objective "that 

the gains from broker sales should be, to the extent 003:siblc, the some before and 

after FERC Order 888." Order, at page II (emphasis added). Indeed, Florida 

Power's position at the hearing on this mnller was that the jurisdictional portion 

of the revenues from unbundled economy sales, including transmission revenues. 

should cont inue to be credi ted to the fuel clause as before.' 

Florida Power did, however, urge the Commission to recognize one 

relatively minor. but necessary. differenee in coM recovery that resulted from 

Order 888: Before Order 888 , 100% of economy sales revenues were based on 

the seller's production co~ s and were therefore jurisdictionnlizcd using a 

Florida Power advocated the objective subsequently adopted by the Commiuion uf 
mlnimlzlne the cfTcct of Order 888 on the aaln from economy talC$ hy 3tJ1ulng that " l5lln~c 
the 'unbundllne' oflransmlulon costS Into a r.epltatc charge is actually only a rcclaulficatinn 
or the previous charge$, with no new rC"oiCDUC$ rC$ulllni, there b no apparet~t reason w 
reduce the benefit of OCQnomy 5ales to the ratepayers ~><!cause of thi5 cosmetic d1ai1Jic. • 
Florida Power's Post-Heuing Swemwt. 1.1 pajle S. 
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production-related (i.e. , energy) separation factor; after Order 888. with its 

requirement thlll a portion of economy revenues be bn.~ed on the seller's 

transmission costs. it followed logically that these 1111nsmission revenues had to 

be jurisdictionaliz.ed using a 1111nsmission-related separation factor. Even witllthis 

<=ERC-imposed refinement, however. the principle thatlllljurisdictional economy 

sales revenues should be credited to the retail fuel clause will continue to be 

followed, just as it was before Order 888. 

After ,ummariz.ing Florida Power's position on the proper separation of 

transmission revenues. the Order went on to reject that position. giving the 

following rational: 

We do not agree with FPC. l11c transmission-rclntctl separations 
factor FPC was referring to was t.he result of the separations, or cost 
of service, study applied in the establishment of base rates. This 
separation factor allocates a portion of transmission ccsts to sepnr&tcd 
wholesale sales. As noted above, economy sales are non-separated 
sales. In a sense, FPC is asking that these non-separated sales be 
treated as separuted sales. We see no compelling reason for applying 
8 base rate separations factor to non-separated sales. Previously. we 
have clearly stated t.hat revenues from non-separated sales should be 
credited to ret.ail customers to compensate them for supponing the 
investment used in m..Jc.ing these sales. 

Order, at page 8. For the reasons discussed below, this rational is predicated on 

mistalce, misapprehension and oversight, and thus fails to suppon the conclusaon 

that lnlnsmission revenues should be separated on an energy basis. 

First. the rational misapprehends the relationship bet,.~cn ~sep.,ntcd snlcs" 

und ~sep1U11tion factors" by assuming thAt the proper usc of a transmission 

separaJio11 factor i.s to jurisdictionaliz.e stparaJtd wholesale snlcs. and since 

economy stdes are clearly non-separated sales. the use of 8 transmission :>eparntion 

factor to jurisdictionaliz.e transmission revenues from these non-sepnrnted sales is 
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inappropriate.' This assumption is clearly mistAken. The need to separate. or 

jurisdictionaliz.e. the costs a nd revenues of sales (whetlter scpantcd or non

separated) e xists whe never a ule uses usets jointly supported by the retail and 

whJ iesaJe jurisdictions. And since the production and transmission assets utilized 

in rnalcing these sales are supported by the two jurisdictions in diffe rent 

proportions , different separation factors must be used in order to fairly 

cornpcnsnte the customers in each jurisdiction for their particular level of 

support.• 

Second, the rational for rejecting the use of a transmission separation factor 

is based on the clearly mist~ken premise that only ret.ail customers supp.trt the 

investment used in malcing non-separated sales. • The base rates of Florida 

Pow~..r's firm wholesale customers, just like its retail customers. support tl1c 

production and transmission assets utilized in making non-separated snlcs in di rect 

This mlsapprebemion thai separation faaors are only Intended 10 be used with separ~tal 

sales is eo~nded by the suucstlon that, since transmiuion $e~Jmtion facum arc usal tu 
juriJdictionaliu separated sales in Ullin& buc rates, these "bau rate ~uat••n f;a..turs" 

(Order. 11 p~gc: 8) should DOl be 1pplied 10 non-sc:puated sales for fuel ~jusun.:.11 purpuso 
Of course. the fallacy of thh ootlon can be seen by simply lookine to the c:nc:ra> $eiJMili<•n 
factor that w lone been ~pplled in the fuel cJauu to non-sep~tal economy nlo Thu '' 
the sm~e lq)illllioa (IdOl' used 10 jurisdictlonallzc a variety of cnc:rey-rc:lat<ld <.:mU, such u 
non· fuel var!Jble Oc!tM, ln Ullin& bau r11ca. The point th~t the Ordu's rational m•uo u 
that a separatioo fXU~r thai reason<lbly allocate& production or triiUmls,IOn cusu 10 relauun 

to the cause of their lncurance can be properly applied 10 wholesale '*''!I, "'he1hcr they be 
sepanted or non·sepuatcd, In a rate cuo or a fuel adjuJtment pruceedina. 

In Florida Power's we. relall customers arc allocated 9S" o f revenue~> hy an en~r~y 

sepuatlon factor and 7.S" of revenues t>y a transmission ~illation factor If t~csc 
percent~~cs were rcvened, the use of an tneray sepanulon factor for transmisskm rt'\c:nuo 
"'ould provide reuil cuswmas only 7S" o f the benefit produced by an oud fur "ht.h the) 
•uppon 9S" of the c:osu. There can be little doubt th11 the Cummusk10 "'~~~ ljur,Liy 
r<I'OCidy sucb an inequity. 

Su clso, Order, at paae 6, qll()lina Order No. PSC-97-0261-FOF·El ("tht r.url 
ratepayer supporu all of the investment that b us<ld ttl make the Jnon·$e~Jillllall we"), an.! 

Order II paac 7 ("lix<ld llan.lmiuion uperuca arc u..:luded in retail b:uc roud an.! lull) 
•up(IOned by rcuil c:wwmc:n for non·sepuat!1 ~es"). 



proportion to their use of those usets. Indeed, that is precisely the purpose of the 

separation studies tha.t are used to dctenninc a utility's cost of service in both 

retail and wholesale base rate prooccdjngs. Since these fi nn wholesnle cus1omers 

support approximately 25~ of Florida Power's investment in transmission assets. 

(to parapnrase the Commission's Order) "revenues from non·separated sales 

should be credited to [who.lesale) customers to compensate them for supporting 

the investment used in making these sales." Order. at page 8. 

Third, the Order's rational overlooks the effect on Florida Power of FERC 

Order 888's requirement to reclassify a portion of its economy sales revenues ns 

transmission revenue. By rejecting the usc of a transmission sepan11ion foetor for 

these same transmission revenues. the Commission's Order hilS placed Floridn 

Power in the middle of an inter-jurisdictional c.onnict, contrary to its own stntcd 

objective: "We find thntto the extent possible, stockholders and ratepayers should 

not be harmed by the FERC Order. • Order, at page 6. Bcctluse of Order 888. 

Florida Power must credit its wholesale business with a snare of transmission 

revenues rrom economy saics equal to the share of trnnsmission cost responsibility 

supported by its wholesale business. f.t., 25% . If Florida Power must also r rcdit 

95 ~ of the same transmission revenues to its retail fuel clause because of the 

retai l class's unrelated energy cost responsibility. it will obviously be forced to 

credit more revenues than it receives. Tr. 87. As a resuti, Florida Power will 

be seriously and pennanently harmed by consequences of FERC Order 888 that 

the Commission's Order, through mistake. oversight or inadvertence, l111s failed 

to consider. Given the Order's nssurance thnt such a result would be avoided to 

the extent possible, reconsideration of the use of a trnnsrnission sepnrntion fnctor 

for jurisdictionalizing transmission revenues is both appropriate and necessary . 

. s . 



WHEREFORE, Flonda Power Corporation respectfully requests thai the 

Commission reconsider Order No. PSC-98-0073-FOF-EI and reVJse its decis1on sci 

fonh therein 10 provide for the jurisdiction11l separation of transmission revenues 

from economy sales 10 be credi ted the fuel clause using transmiSSIOn·rclated 

separation factors. 

Respectfully submincd. 

OFFICE OF TilE GENERAL COUNSFI 

FLORIDA POWER CORPORATION 

B~ o __DLv 1--lyi James A. McGee 

. (, . 

Post Office Box 14042 
St. Petersburg. FL 33733-40<12 
Telephone; (813) 866-S 18·1 
Facsimile; (813) 866-4931 



BEFORE TilE PLORJDA PUBUC SERVICE COMMISSION 

In re: Fuel and purchased power 
cost recovery clause and 
generating perfonnance incentive 
factor. 

Docket No. 98000 l-EI 

Submiued for filing: 
January 28. 1998 

CERTIFICATE 01' SERVICE 

I HEREBY CERTIFY that a true copy of Aorida Power Corporation's Motion 

for Reconsideration and Request for Oral Argument has been furnished to the 

following individuab by regular U.S. MaiJ this 27th d::y of January. 1998: 

Mallhew M. Childs, Esq. 
Steel, Hector & Davis 
215 3outh Monroe Avenue 
Suite 601 
Tallllhassee, FL 32301 -1804 

Lee L . Willis, Esq. 
James D. Beasley, E.~q. 

Ausley & McMullen, Esqs. 
P.O. Box 391 
Tallahassee. FL 32302 

G. Edison Holland, Jr .• Esq. 
Jeffrey A. Stone. Esq. 
Beggs & Lane 
P.O. Box 12950 
Pensacola, FL 32576-2950 

Barry N.P. Huddleston 
Public Affairs Specialist 
De.~tec Energy, Inc. 
2500 CityWest Blvd .. Ste. 150 
Houston, TX 7721 0·4411 

J. Roger Howe. Esquire 
Office of the Public Counsel 
Ill West Madison Street 
Room 182 
Tallahassee. FL 32399-1400 

Suzanne Brownless. Esq 
1311-B Paul Russell Road 
Suite 202 
Tallahassee. FL 32301 



Joseph A. McGlothlin, Esq. 
Viclci Gordon Kaufman, Esq. 
!-.icWhirter, Reeves, McGlothlin, 

Davidson & Bakas 
117 S. Gadsden Street 
Tallahassee, FL 32301 

John W. McWhirter, Jr., Esq. 
McWhirter, Reeves, McGlothlin, 

Davidson & Bakas 
I 00 North Tampa Street 
Suite 2800 
Tampa, FL 33602-5126 

Peter J.P. Bricldield, Esq. 
Brickfield, Burcheue & Rille, P.C. 
1025 Thomas Jefferson Street, N.W. 
Eighth Floor, West Tower 
Washington, DC 20007 

Mr. Frank C. Cressman. President 
Florida Public Utilities Company 
P.O. Box 3395 
West Palm Beach, FL 33402-3395 
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Roger Yon, P.E. 
Air Products & Chemicals. Inc. 
2 Windsor Plaza 
2 Windsor Drive 
Allentown. P A 18195 

Leslie Paugh, Esq. 
Florida Publ.ic Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Kenneth A. Hoffman. Esq. 
William B. Willingham, Esq. 
Rutledge, Eeenia, Underwood. 

Purnell & Hoffman, P.A. 
P.O. Box 551 
Tallahassee, FL 32302-0551 

Mr. Don Brucgmann 
Seminole Electric Cooperative:, Inc. 
16313 Nc. Dale Mabry Highway 
Tampa, FL 33688-2000 
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