
S TEEL I 

HE C TOR 

I DAV I 5 

Septe.mber 29 , 1997 

Ms. Blanca S. Bay6, Director 
Division of Records and Reporting 
Flor ida Public Service Commi ss i o n 
4 075 Esplanade Way, Room 11 0 
Tallahassee , FL 32399 

RB: DOCDT NO . t70001-ai 

Dear Ms . Bay6 : 

:' \ ~ ~outh t.\onrr,,. !)u h• t,Q 1 

f.IIIJhJ'~·~ fiQitllJ :JJ3 • 18 

'.11} 1 7~7 noo 

Mallllo• M ClllltJ I' A 

Enclosed fo r filing please flnd a n orig1nal and t en !lOJ 
copies of Flor i da Power & Light Company's Reply Brief. in the 
above r e f e r enced docket . 

MMC:ml 

ACK ·~r11l~ 
AFA~~ures 

/1. -CC: All Parties o f Record 

c ~ 

C" 
cr _ 

o&~~ 
L~ ( -

3 __ 

v. 
(J I ' 

l 

M~mt 

~s1: rooo 
~~177001 r.. 

Wtsl 1'11m 11-¥.• 
561 £SO 1101 
5616~S I:,O.tl•• 

Very Lruly 

Ma tthew M. Chi l ds , ? .A. 

Ar, ¥. "1 
)<.~ ~1 ::;: 
)iJ') ~.' ;:·1 '~ · 

DOCUMENT NI IMB[R -DATE 

0 9 ~~~. ~SEP 29 :;; 
FPSC- Rt\:d'~d~fttPORT IHG 



. ' 

BD'OU 'l'BJI FLORIDA PUBLIC SDVIC. COMKISSION 

m u: Puel aD4 puroha•ed power 
co•t recovery clau•e 

) 
) _______________________________ ) 

DOCX.T NO • .,.001-ai 
riLKD: September 29, 1997 

UPLY DID Or rL<mXJlA POWD fl LIQB'l' COMPANY 

S'l'&&L DC'rOR fl DAVIS LLP 
SUite 601 
215 South Monroe Street 
Tallaha••ee, rL 32301 

AttOJ:"DeY• for rlorida Power 
fl Light Company 

DOCUMENT NIIHRER · DATE 

Q.S-9 5 2 SEP 29 !;; 
FPSC • ~fCOROS/Il EPORTIHG 



B&rOR& ~ PLORIDA PUBLIC SBRVICI COKMISSION 
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RJIPLY DIU OJ' J'LOJ\IDA PO'NZR fa LIQB'l' COIOANY 

Intro4uotiop 

Florida Power & Light Company C"FPL " l hereby files this its 

Reply Brief addressing two points presented in the in1tial brief of 

TECO. FPL believes that the analysis procedure outlined in i t s 

initial brief cont inues to be applicable and, if followed, would 

demonstrate the proper treatm.ent of wheeling revenues from economy 

energy sales. The simple conclusion is that because retail 

cus tomers are responsible for t he non-fuel costs associated with 

broker sales a nd such costs a re reflec t ed in bas e rates , a 

mechanism must be employed to ass ure that revenues are similarly 

treat ed (that is the margin on sales). The Commission already took 

this margin out of base rates and put it in fuel adjustment where 

it is to be flowed through to retail customer s. It c annot now be 

takan out of the fuel adjustment as only a credi t to revenues . 

'1'he Alleged •cmulion• in tht 1\tqol'\1 with Rtaard t o How 
'l'r•naai!tion Cottl fhould be Jtttltqtt4 . 

TECO asserts there is confusion in the record. As pointed out 

previous ly, this created confusion may make it more difficult" fo r 



. ' 

the decision maker but FPL is not responsible f or such confusion. 

In fact, it is telling that though acknowledging t he presence of 

•some confusion• TECO does nothing to eliminate it. 

The point should be whether the net revenue received fo r a 

sale under the Florida Broker should be "flowed t hrough" the fuel 

adjustment clause to the benefit of re tai 1 electric customers . 

Thus, if, a& TECO proposes there is no additiona l charge for 

wheeling by the selling utility in a broker transaction then should 

the selling utility continue to credit the r evenues from that 

transac tion to the fuel adjustment c lause? FPL maintains that t he 

revenue should continue to be credited to the (uel adjustment 

clause because the retail customer already pays the embedded cost 

associated with these transactions and because the Commi ssion 

extracted the revenue or, more accurately , the margin for broker 

sales, from base rates and put them into the fuel adjustment 

clause. Thus, the retail customer remains responsibh: for the 

embedded costs associated with broker sales but has no mechanism o f 

recognizing any of the benefit unless the margin from those sales 

passes through the fuel clause . 

If, as FPL proposes, a utility makes a separate and additional 

charge for wheeling economy energy it sells undGr the Broker, then 

the margin will be incr•ased by t he amount o f the separate 

additional charge and this new amount --including the increase fo r 

the wheeling charge- -should flow t hrough t o c ustomer.; under t he 

fue l adjustment clause mechanism. 

The confusion is in part due to TECO's creation with such 
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statements as: 

. .. Tampa Electric respectfully suggests that 
this confusion is the result of the addition 
by some parties of transmission cost on top o f 
the calculated split-the-savings price, and, 
in direct contravention o f FERC's pricinq 
rules . 

Tampa Electric Brief at p.3. There is absolutely no s upport for 

the characterizati on of adding the •transmission cost on top o f the 

calculated split-the-savings price• and, TECO provides no record 

support. 

Furthermore, TECO's continuation o f its attack on FPL' s 

wholesale rates as being in "direct contravent ion o f FERC' s pricing 

rules • : (1) has nothing whatsoever to do with the •con fu sion • 

except that TECO •won't see• that its proposal i s basically one o f 

attempting to keep revenues that should flow through to customer s 

so--it must be FPL' s fault ; and, (2) FPL' s wholesale rate filing i s 

a wholesale rat e matter and, the fact that TECO conscious ly chooses 

to ignore and thus •won't see • wha t Order 888-A says cannot setve 

to make TECO's point. As pointed out in FPL's initial brief, ar 

p.8. Order No. 888-A in addressing the recovery of wheeling charges 

for sales such as broker sales provided: 

If a utility is no longer satisfied that an 
existing rate is compensatory with regard to 
either the generation component, or the 
transmission component, it may file an 
appropriate revision under Section 205. 

TECO much prefers to talk about FPL' s wholesale rate filing than it 

does about its own proposal to keep revenues a nd exclude their flow 

back to tetail customers . 
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The Rtltvapt piCCtrepqt lttwtea B[Okt( !tltt!d Tran•aittiop 
Btygu•• 1R4 Otht" Dort •a <!Mfli&al tnn•aotiQPf. 

Who! ly ignoring that the retail customer has been assigned 

cost responsibility through base rates for the non-fuel (and 

perhaps variable O&M) costs associated wi th Broker sales and that 

the revenues from these sales are .QD.ly reflected in the fue l 

adjustment clause process, TECO seeks to analogize saying: 

... and Florida Power and Light ( • FP&L • ) 
consistently credit third part~' transmission 
revenue deri ved from short-term firm and non­
firm sales to above the line operat i ng 
revenues with this Commission's approval. !Tr. 
69-70 ; Tr. 112-113). Tampa Electric 
respectfull y submits t here is no relevant 
C'ifference between broker- related transmissio1 
revenues and tra nsmission revenues ~erived 
from other short-term transactions which would 
warrant differing regulatory treatment in 
either case. 

TECO Brief at p. 6. FPL submits that TECO's analogy as t o FPL is, 

as the record shows wrong. Not only does FPL credit wheeling 

revenues (other than broker) to above the line operating r~venues 

(just as it credits fuel revenue from broker sales t hrough the fuel 

adjustment c l ause), these wheeling revenues are and were used t o 

reduce the revenue requirement in setting retail base rates (Tr. 

138, 139). Thus, TECO's fabricated analogy does not fit -- ins tead 

there is a • relevant difference• and FPL's wheeling revenues from 

broker sales cannot be treated the same way as are revenues from 

other short-term wheeling revenues. 

As t o FPL, revenues from these wheeling transactions (short -

term non-broker ) are already reflec ted in base rates. Therefore, 

they should not be otherwise • flowed through• t o c us t ome rs. 
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Conolut ion 

FPL submits that the argument by TECO conce t n ing •confusion• 

does not help i n the current debate and that the t r eatment by FPL 

of short -term wheeling revenues is mischaracterized by TECO a nd is 

not an analogy for the treatment of broker sales whee l i ng r evenues. 

DATED this 29th day of September, 1997 . 

5 

Respectfully submitted, 

STEEL HECTOR & DAVIS LLP 
Suite 601 
215 South Monroe Street 
Tallahassee, FL 32301 
Attorneys for Flo rida Power 
& Light Company 



CD'l'IWICAH OW SDVIC. 
DOCKI'1' MO. t70001-8I 

I HKRaiY CD'l'IPY that a true and co rrect copy o f Flo r ida Power 
& Light Company's Reply Brief has been furn ished by Ha nd 
Delivery,** or u.s. Mail this 29th day of September, 1997 , t o the 
following: 

Leslie J. Paugh, Esq .•• 
Division of Legal Services 
FPSC 
2540 Shumard Oak Blvd. Rm.370 
Tallahassee, FL 32399-0850 

Joseph A. McGlothlin , Esq. 
Vicki Gordon Kaufman, Esq. 
McWhirter,Reeves,McGlothlin, 
Davidson, Rief & Bakas, P.A. 
117 South Gadsden Street 
Tallahassee, FL 32301 

G. Edison Holland, Esq. 
Jeffrey A. Stone, Esq. 
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P. 0. Box 391 
Tallahassee , FL 32302 
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