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P a 0 C B B 0 I N 0 S 

CBAIRHAN J OHNSON! Back to Item 27. 

MS . PAOOB1 Commissioners, at the April 7th 

4 agenda confer ence you voted to hear oral argument on 

5 this item on Motion t or Reconsideration from Flor ida 

6 Power & Light and Florida Power corporation or our 

7 order determining appropriate treatment or 

8 transmission revenues and costs ror economy energy 

9 \.ransactions. 

10 I have re1uested that this oral arqum~nt be 

11 reported by our court reporter, and I would request 

12 the parties to show due deference to her ditticult 

13 task. 

14 We have recommended that tho parties be 

3 

15 allowed ten mi nutes each to make their oral arguments . 

16 And with that we'll tu_rn it over. 

17 

18 

19 

20 

21 

CBAIRHAH JOHNSON! Where should we begin? 

MS . PAOOBI I'm sorry? 

CKA.I .RMAJI J OHNSON! Where should we begin? 

KS. PAOOB1 Florida Power & Light, prrhaps. 

CHAIRXAM JOHNSON1 Florida Power & L ght are 

22 you prepared? Oid wo limit it to ten -- was i t ten 

23 minutes? 

24 

25 

KS. PAOOBI Ten minutes. 

Ka. ~LOBI Commissioners, my name is 
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1 Matthew Childs and I represent Florida Power ' Light 

2 Company. 

3 CBAIRKAH JOBHSONI Can you hear? Maybe 

4 somethi ng is wrong with that mike. You may neod to 

5 switch seats. 

6 COKKISSIONBR CLARKI You know, Had3m 

7 Chairman , I don't thinlt the mike works becaus11 when 

8 Hr. McGee was there earlier, it didn't work very well 

9 either. I think it would be better if you switched. 

10 xa. CRILDSr Hy name is Matthew Childs. I 

11 represent Florida Power & Light Company. 

12 I wish t o point out that the issues that 

13 Florida Power & Light Company had raised in its 

14 request for reconsideration are separate fr om those 

15 that have been raised by Florida Power Corporation . 

16 We 're not all arguing t he same point . 

17 You issued your order deal ing with the 

4 

18 treatment of economy energy transactions and the gain 

19 on those transactions as a consequence of the Federal 

20 Energy Regulatory Commission Order 888, wh ich directed 

21 the jurisdictional electric utilities to unbundle 

22 their services, and, in effect, reflect their charge 

23 fo~ transmission. So that if a company is engaged in 

24 making an economy sale, it would have to have a tariff 

25 fo~, and show a component charged to transmit that 
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1 economy energy on its own system. And this, in the 

2 FERC •a opinion, was for the purposes of m.aking sure 

3 t hat there was no competitive disadvantage between 

4 ut i lities engaged in wholesale transactions . 

5 In looking at thi s issue it is fP&L's 

6 position that t .his Commission, that is the Florida 

7 Commission, went farther than it needed, and we 

5 

8 beliove, perhaps, i nadvertently directed the terms and 

9 conditions of wholesale transactions, both as it 

10 relates to broker pricing and as it relates to the 

11 charging for economy services. I don't think that 

12 there's any dispute that the f£RC has jurisdiction 

13 over the terms and conditions of all wholesale 

14 transactions for those utitlities subject to the 

15 FERC's jurisdiction. 

16 I would point out that this Commission's 

17 rule addressing transmission service~ for qualifying 

18 facilities years ago was changed to clearly prov i de 

19 that the terms and conditions for transmission 

20 services shall be those approved by the Federal Energy 

21 Regulatory Commission. 

22 I think that this Commission was, and should 

23 have been concerned about how the gain on an economy 

24 transaction was reflected for pur~oaes of flowing back 

25 to tho retail customers. 
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1 We do not dispute the basic theory that this 

2 Commission had as to tho disposition ot the gain and 

J the flowing of that amount back to the retail 

4 customers. In fact, I think that the positions 

5 ultimately adopted by this Commission and Flo~ida 

6 Power & Light are the same. 

7 However, the Commission did direct in its 

8 order that matches under the b~oker should be the 

9 incremental system production costs and not include 

10 the costs associated with transmission service. 

11 I would start by saying I don't think you 

12 really intended to go that far. I don't think it was 

13 noticed. And had it been noticed, I think this 

14 Commission might have heard evidence as to the basis 

15 for broker transactions in Florida. Simply put, 

16 there's a separate legal entity that handles that, 

17 handles it pursuant to agreement and contracts, and 

18 those contracts and agreements are the wholesale 

19 rates. And we would urge you no t to go farther t han 

20 you need to in your language of how matches are 

21 determined under the broker. And we would urge you as 

22 well, and for similar reasons, not to go farther than 

23 you need to in addressing the transaction price. And 

24 we think you have, i n effect, tol~ the util ities that 

25 you ' re asserting jurisdiction over the terms and 
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1 conditions of wholesale sales. 

2 As a practical matter, I thi nk at this poi nt 

3 i t only affects Florida Power and Light because 

4 Florida Power and Light has filed a wholesale tariff 

5 to increase the charge that it imposes for 

6 transmission service . 

7 The other utilities, I believe the evidence 

8 showed, were simply taking a component of what you 

9 wou ld call the gain, that is the difference between 

10 the broker quotes ; they wore t aking a component of 

11 that and designating that as being associated with 

12 transmission service. 

13 We ~ant t o comply with the Commission ' s 

14 order. We certainly agree with the disposition of the 

15 gain . We don ' t thi nk you need to go as far as you did 

16 as to ~e j urisdiction over the broker transactions. 

17 If you do wish to involve yourself in that, J would 

18 suggest that you really do need to look at the 

19 corporate documents , t .he operating agreements and the 

20 underlying contracts that relate t o the broker ' s 

21 operati on. Thank you . 

22 COKKI88IOBER CLARKI Kr. Chi lds, I just want 

23 t o be clear. 

24 Your argument that matches under the broke r 

25 system should exclude transmission costs . In other 
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1 words, transmission costs should not affect 

2 transaction costs. 

3 KR. CB~LDS• Well, no , my position really 

8 

4 is, Couissioners, that this commission should not say 

5 what the match should be based upon and should not say 

6 what the transaction price is because that's a 

7 wholesale rate, term and condition . 

8 Our posit ton vas that, if you have the 

9 Order , on Page 2 it shows that Florida Power and Light 

10 company proposed that how it thought it would be 

11 treated under the broker for this separate additional 

12 charge was to have that affect tho seller' s quote, 

13 which would affect the price at which th• broker 

14 transac t ion would take place, and then there would be 

15 a separate billing for transmission service i.n 

16 addition. 

17 There ' s a table that shows that on Page 2 of 

18 the Order. If you don't have it, or i f you care, I 

19 can lot you see it. 

20 COKNISSIONER CLAR11 I want to -- so what 

21 you ' re saying i s that the transaction what you 

22 quote as the price at which you ' re willing to sell 1s 

23 what you determine it should be as part of a wholesale 

24 transaction . 

25 KR. CBILD81 Jt is. And it's part of tho 
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1 agreement between the parties. That's part of the 

2 contract. 

3 COXKISSIOIID CL.Rit l And ! t could be that we 

4 will have a mismatch in the sense that you may be 

5 including coats in the amount you're willing to quote 

6 as a wholesale transaction that somebody else may not. 

7 HR . CHrLDSI I don't rea lly think so. No, I 

8 don ' t. I think that we've used the hypothetical& and 

9 I t h i nk that's one ot the difficulties. We use the 

10 hypothetical that everybody sells as a quote f or a 

11 sale ot 20 and a quote tor a buy at 30 , and so you get 

12 the $10 difference and divide by two. 

13 Florida Power and Light doesn ' t do that. 

14 Their margins are mucb smaller. It ' s the coal 

15 generating units that are selling a lot of the power. 

16 So we ' re not -- I mean, the implication is, is that 

17 o ur t otal d ifferential is different, so tt changes a 

18 quoting on the broker. And I don't think as a 

19 practical matter that happens that much. 

20 The concern that we have, though, is that 

21 what we told you we were doing in t his docket, and I 

22 th ink, looking back i n retrospect, and saying how did 

23 we end up with showing these numbers this way, we 

24 thought we were telling the Commieaion wha t we do . 

25 I road the Order a nd I got the telling t ha t 
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1 tho Commission reacted, and the Staff reacted, that 

2 what we 're doing is telling you what we do for pricing 

3 and matching and what everybody else ought to do . 

4 COKKISSIONER CLARXI Yes . 

5 KS. CB~LD81 We weren ' t. We wore telling 

6 you what we do . What we do under our agreements. 

7 COXKIBSIOBER CLARKI Okay. It seems like 

8 thare s hould be some uniformity so that you h~ve the 

9 next most efficient unit being dispatched. 

10 KR. CB,ILDSs And I agree that there should 

ll be uniformity. But I think that t hat is addressed --

12 see, we don't hava a charge like the other companies . 

13 We bave a deparate charge. But all of us have our 

l4 agreements wi th the company that runs the b r olter. And 

15 those are what determines the quotes. So if some 

16 other company imposes a separate additional wheeli ng 

17 c harge, then it would be t reated -- at least I would 

18 assume by the way the agreement works -- by vote of 

19 the group in a particular way. 

20 COXKI88IONBR CLAR~I And then are you saying 

21 evon if it 's not uniform, it ' s none of our business 

22 because it's within F£RC ' s jurisdiction with respect 

23 to wholesale? That's sort of an in-your-face way of 

24 saying it but-- and I'm sure you wouldn ' t say that. 

25 KR. CBILD81 I would want us to be much more 
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1 polite and differential than that. (Laughter) 

2 The reason simply is, is that the companies 

3 t .hat are subject to FERC's jurisdiction all have these 

4 bilateral agreem.ents and contracts that set forth the 

5 terms and conditions of the transactions, including 

6 economy . 

7 COMMISSIONER CLARKI Okay. 

8 CHAJ:IUUUI JO!Df80NI Mr. McGee. I guess you 

9 all have to switch places again. 

10 MR . McG!Bt My name is Jim McGee appearing 

11 on behalf of Florida Power this afternoon. 

12 Commissioners, this proceeding arose from a 

13 FERC Order 888 requirement that utilities break down 

14 or unbundle t he charges for economy broker sales and 

15 do a generation component and a transmission 

~6 component. 

17 And tho question that this presented to you, 

18 and that you heard testimony on back last August, was 

19 whether the revenues from those newly unbundled 

20 transmission charges would continue to be credited to 

21 the retail fuel clause as those revenues had boon 

22 credited when they were considered generation based. 

23 Even though transmieoion revenues are 

24 normally, and in a traditional snnee, a base rate 

25 item, Florida Power's position before you was that the 
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1 unbundling requirement of Order 888 was really only a 

2 reclassification of existing revenues, and that the 

3 benefit of broker sales to the ratepayers really 

4 shouldn 't be reduced for a change that could be 

5 regarded as cosmetic. And because of that, Florida 

6 Power proposed that the reclassified transmission 

7 revenues be credited back to the fuel adjustment 

8 clause. And with that position before you, we were 

9 pleased, and fully support the objective that you 

10 identified in your Order on Page 11, in your 

11 conclusion, when you said that the gains from broker 

12 sales should be, to the extent possible, the same 

13 before and alter FERC Order 888. 

14 I think it was clear in the way that 

15 objective was phrased, in particular the "to the 

12 

16 extent possible" language, that you recognized that it 

17 may not be possible to completely avoid Order 888 

18 having some effect on the treatment of these new 

19 transmission revenues . I think it ' s a fair statement 

20 to say that your objective was to minimize the effects 

21 to tho extent possible. And that brings us to the 

22 point of Florida Power ' s motion for reconsiderat ion. 

23 We ask you to recognize one relatively 

24 minor, but unavoidable, effect of ~rder 888 on the 

25 previous treatment that was given to broker sales 
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1 revenues. 

2 This i s, in effect, that I would have, at 

3 least initially, characterized as a housekeeping 

4 ma tter. It apparently has led t o more confusion than 

5 we might ha ve expected. And I' d like to try to go 

6 through very quickly why the point on tho allocation 

7 o r separation of broker r evenues botween tho retail 

8 and wholesale jurisdictions is particularly important 

9 in Florida Power's case . 

10 Let me say to bogin with, broker sales 

13 

11 revenues have always boen jurisdictionally separated 

12 when they were c redited to the retail fuel c lause. So 

13 the question really isn ' t whether -- tho quo~tion 

14 isn ' t if new broker tranomission revenue should be 

15 separated when they are c redited to the clause, but 

16 how they should be separated. 

17 Thia was a simple ques tion befor e 888 c awo 

18 out. lOOt of tho economy revenues that c a me i nto a 

19 utility were based on tho seller's generation costs . 

20 And because they were baaed on generation costs, they 

21 were separated botween t he t wo jurisdictions, retail 

22 and wholesale, based on the on how each 

23 jurisdiction utilized those generation -- t h o 

24 utilities assets used for the generation that made tho 

25 sales possible. 
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1 But when 888 came along, they properly 

2 recognized that broker sales actually require the use 

3 of both generation and transmission facilities of the 

4 selling utility, and the order therefore required the 

5 utilities charge tor both uses: the use or generation 

6 facilities and the use or transmission facilities. 

7 It follows then that transmission revenues 

8 that are now associated with broker sales need to be 

9 separated based on each jurisdiction's proportionate 

14 

10 usage of the transmission facilities involved, just as 

11 the remaining revenues that continue to be generation 

12 related are separated besed on how the jurisdictions 

13 use generation facili t ies. 

14 This distinction between the separation of 

15 generation-based revenues in one hand and 

16 transmission-based revenues on the other would be 

17 academic if each jurisdiction used the utility's 

18 generation assets in the same proportion that they use 

19 tho transmission assets. Unfortunately, in Florida 

20 Power ' s situation this isn't the case. 

21 Florida Power's retail customers use about 

22 95' of the energy that's produced by tho company ' s 

23 by the company's system of generation. And as a 

24 result of that usage, they also support tho cost ot 

25 95' of those facilities through their base rates. But 
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1 tho same retail customers use and support in their 

2 base rates only about 75\ of the transmission system, 

3 and the remaining portion that isn't reflected in the 

4 retail rates are reflected i n Florida Power ' s 

5 wholesale firm customers' rates. 

6 The reason for this disparity is Florida 

7 Power has several large wholesale customers who have 

8 their own generation but use Florida Power's 

9 transmission system to move that out to their 

10 customers. So that results in a higher usage by 

11 whole~ale customers of transmission r ather t han 

12 generation facilities. 

13 Since the wholesale customers suppc>t only 

14 about 5\ ?f Florida Power ' s generating system, it ' s 

15 appropriate that they be credited with only about 5\ 

16 of the generation related revenues that come about 

15 

17 from these broker sales. But by the same token, these 

18 customers should be c r edited with 25t ot tho 

19 transmission related charges that come into Florida 

20 Power because they support, through their base rates, 

21 25\ of that transmission system. 

22 Tho Order ' s conclusion on this inc luded the 

23 transmission revenues in with the generation revenues 

24 and separated all of them between the two 

25 jurisdictions on that same 95/5t basis. It means we 
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1 have transmission related revenues that are being 

2 separated and assigned to the jurisdictional classes 

3 based on qeneration usaqe. It's a mismatch. And, in 

4 !act, your order recognized that this treatment, based 

5 on the support o! the systems, is really appropriate. 

6 I think your reasoning vas correct. The conclusion 

7 that was drawn !rom it vent somewhat astray. 

8 You stated on Page 8 or your Order that "We 

9 have clearly stated that revenues from nonseparated in 

10 this case broker sales should be credited to retail 

11 customers to compensate them !or supporting the 

12 investment used in making these sales." 

13 When we apply that i nto tho current post 

14 order 888 situation, this is just as true for 

15 wholesale customers. Each of the classes should 

16 receive their !air share o! those transmission 

17 revenues based on their proport iona~o uaago or the 

18 transmission system that allows the sales to be made. 

19 Apart !rom the effect that Order 888 has had 

20 on the allocation of transmission revenues to the 

21 retail and wholesale customers, there's also an effect 

22 on Florida Power itself, which is or some concern. 

23 COHXXSSIONER CLARKI I just wanted to be 

24 clear, Mr. McCss. You said 5\ or generation should go 

25 to wholesale and 25\ ot transmission, and that's 
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1 pre-Order 888, or is that something that occurs 

2 afterwards? 

3 KR. McOBBI Pre-Order 888 we had no 

17 

4 transmission revenues that were associated with broker 

5 sales. They were all generation related and so they 

6 were all allocated on the basis of how we used the 

7 generation. 

8 CONHI SSI ONER CLARK I Just so I ' m clear, what 

9 was your argument with respect to the housekeeping for 

10 pre-Order 888? Have you touched that issue yet? 

11 KR. KcOEBI The contrast that we were 

12 drawing is that before 888 we had a simple question of 

13 allocating all of the costs based on generation cost 

1 4 responsibility. Now we have a relatively small 

15 component of those same revenues that have been 

16 classified as transmission, and I think properly so, 

17 because the transmission system is used. But your 

18 Order required they continue to be allocated between 

19 the two jurisdictions. The benefit of these credits 

20 be allocated to the two jurisdictions based on how the 

21 generation system was used, even though they were 

22 transmission related --

23 COXNISSIONER CLARK I Are you saying because 

24 Order 888 required the unbundling of transmission 

25 costs, then separate allocation should be made for 
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11 purposes of jurisdiction? There should be one 

2 allocation per generation assets and one allocat ion 

3 excuse me. One allocation for generation revenues and 

4 one a llocation for transmission reve nues because of 

5 how those assets are used. 

6 KR . XoOBBI Exactly. I think that 's 

7 required by the PERC order. But I think it's also 

8 fair because that's the way the two j urisdictions 

9 actually support and pay for those through their 

10 rates. The effect on Florida Power is sort of the 

11 fl i p side of --

CHAIRMAN JOBNSOH1 I ' m sorry, you say you 

13 t .hink that that is required by tho order? 

14 KR . NoOBBI Under FERC Order 888, Florida 

15 Power has to assign the wholesale customors with a 

16 share of the transmission revenues from broker sales 

17 that are equal to the 25' share of trar.smission cost 

18 responsibility that they support in their base rates. 

19 So when these revenues come in, we will book per the 

20 FERC requirement 25' of them to the wholesale 

21 business. That gets credited to them. we have 

22 ongoing rate cases each and every year with t he 

23 wholesale customers, unlike on the retail side. So 

24 these are not only booked to them b~t they actually 

25 are reflected in the wholesale customers' base rates. 

FLORIDA PUBLIC SERVICE COMMISSION 



19 

l CBAXRXAB JOHNSON% And then on the 

"} generation side? 

3 IOl. IIICGBJ!I Then on the generation side --

4 well, let me f inish up with the transmission revenues. 

5 FERC will insist, and we believe properly 

6 so, that 25\ of these revenues that come in be 

7 c redited to wholesale business. Under your order, 

8 though, we will have t o allocate 95\ -- let me back 

9 that up a little bit. 

10 The transmis Jn revenues are going to be 

11 a llocated under your Order 95\ to the retail 

12 jurisdict ion . Under FERC Order 888 , 25' will be 

13 allocated to the who:esale jurisdiction . It 's pretty 

1 4 clear to see that we will be taking i n, in effect , tor 

15 every dollar of transmission revenues that are 

16 r eceived by Florida Power, we will credit back to our 

17 customer s $1.20 . 

18 Your Order set as a guide line tor reach ing 

19 its decision a finding that said t o the extent 

20 possible, stockholders and ratepayers s hould not be 

21 harmed by the FERC orde r. 

22 When we get into a situation where we have 

23 this intorjurisdictional conflict that requires us to 

2 4 allocato to the customers more revenues than we ' re 

25 taking in, then we reach a result that's contrary to 
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1 the guideline that you established in indicating if it 

2 was poosible, you wanted to avoid harm to either tho 

l utilities or t he ratepayera. And given that we had 

4 that assurance that that result would be avoided whore 

5 it was possible, wo believe that reconsideration of 

6 the use ot a transmisaion separation factor f or 

7 jurisdictionalizing transmission revenues is both 

8 appropriate and necesaary. And we would ask you to 

9 reconsider your order accordingly. 

10 CllAilUlA)f JOlDISOlil K.aybe it's because it's 

11 late in the day, but explain that to mo again. Our 

12 order requires 95\ allocation, but you're saying --

ll but PERC requirea 25\ allocation of the wholeaa1o, and 

14 ours require 95t of retail -- or explain that again. 

15 HR. KoOEBI We have always, in Florida 

16 Power ' s case, allocated 95t o f economy revenues coming 

17 into us to the retail jurisdiction. That was because 

18 those revenues were always considered entirely 

19 generation related. Now we have a piece of them, a 

20 portion of those total revenues that have been 

21 classified as transmission related now. 

22 

2) 

CBAIRKAli J OKNSOMI Okay. 

HR. MoQBB a And deepite that, your order 

24 requires that we continue tho sam~ practice that we 

25 followed in the past, where all of the revenues, 
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1 ino1udin9 the transmission ones, a re all ocate~ 95\ to 

2 retail, 5\ to wholesale. 

J What we think should have been the pr oper 

4 result is that you pull out that small transmission 

5 piece and allocate that based on the way the 

6 t r ansmissi on system is used by our retail and 

7 wholesale customers, and that would 9ivo you a 75/25 

8 split. 

9 

10 doin9. 

ll 

OBAIRKAlf J OIDISON1 Okay. I see what you ' re 

xa. HoOBZr If I have a ny time left, I'd 

12 like to reserve it to respond to the comments of 

13 Mr. Surq~aa and Ms . KaufiiUin . 

14 OBAIRHAM JOHWSONr Before you be9in, at some 

15 point, does Staff intend to kind of respond to some of 

16 the issues that were raised, or just prepare to 

17 respond in a recommendation or --

18 KS. PAOOHI It 's my undorstandin9 that 

19 procedurely we're not allowed to. We can respond in 

20 the recommandation. We can also answer Commiasioro.;rs 

21 questions. But to carry on a dial09ue with the 

22 parties posthearin9, I have been adviseo is 

23 inappropriate. 

2 4 OBAIRKAB JOKNSONr Okay. So you all 

25 intend -- all of the ar9Uments raised, you ' re 90in9 to 
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1 be respondinq throuqh your written rocoliUDondatlon. 

2 MS . PAOOBt That ' s correct. And, again, we 

3 can answer your questions , if you had them . 

4 COMXI88IO•aa CLARXI Why can •t you engaqe i n 

5 a d ialogue? We are all hero. I mean, it ' s not like 

6 it's ex parte or anythinq. It was noticed. I can 

7 understand if you haven ' t noticed as participa~inq in 

8 the oral arqument, maybe it ' s unfa ir because they 

9 haven ' t anticipated your beinq able to answer that. 

10 KS. PAOOHt I believe the reasonlnq is that 

11 this is posthearinq. It's not like a PAA proceedinq. 

12 And if we're qoinq to ask and answer questions, we 

13 need to be i~ tho hearinq, a noticed hearing format, 

14 not in this forum. 

15 KS. DAVI&t commissioner, maybe I can halp . 

16 Traditionally, oral argument is presented by 

17 the parties when t hey t .hink the Com;,ission has erred 

18 in its decision by over looking a fact or misconstruing 

19 the law. Staff then analyzes tho argu.ments and 

20 presents their analysis and response by virtue of the 

21 written r ecommendation that ' s filed subsequently. So 

22 the oral argument i~ really the parties show to 

23 explain to you why there are errors. 

24 COMXI88IOWER CLARKI But that doesn't 

25 explain why it ' s inappropriate tor the Staff to 
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1 participate. 

2 KS . DAVIS • Well, it ' s not the purpose of an 

3 oral argument. 

4 

5 

6 

COKKISSIONZR CLARK I Okay. 

CHAIRXAH J OHNSON! Public Counsel. 

xa . BORGZ881 I ' m Stove Burgess here on 

7 behalf of Public Counsel representing the Citi zens of 

8 the Stat e of Flor ida. 

9 We i ntend to respond to Florida Powor 

10 Corporation. We do not i.ntend to respond to Plorida 

11 Power and Light consistent with our written submission 

12 to the commission. 

13 We agree with FIPUG in thei.r pleading that 

14 procedurely this is not a proper issue tor 

15 reconsideration, and that it is simply restaging an 

16 argument that failed before the Commission the first 

17 ti111e around. 

18 But in addition to that I'd like to point 

19 out three reasons substantively that the Commission 

20 should reject Florida Power Corporation ' s posture in 

21 this c ase. 

22 First, as Mr. McGee indicated, this is 

23 simply a cosmetic change. This is an artificia l 

24 change . To call this a charge, a new charge, is 

25 fiction. In tact, everything is exactly tho Bamo. 
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1 The Commission has kept the transaction price the same 

2 and the cost to the seller is exactly the same . By 

3 def inition, t hen, the profit to the seller i s exactly 

4 the same so there ' s no reason to change the benefit to 

5 whom this returns. There 's no reason to carve out an 

6 amount that currentl y is going to the retail 

7 jurisd iction and transfer it to the wholesale 

8 jurisdiction. 

9 The second reason that this should not be 

10 changed 

ll C~88IOBER CLARKI Mr. Burgess, let me ask 

12 you about that. I t s ure seems like that the 

13 allocations ought to ma t ch -- allocation of r evenue 

14 should match the allocation of investment. And if 

15 PERC is, in fact, allocating 75\ of the transmission 

16 facilities to the wholesale 

17 

18 

Mll . McO!BI 25. 

COKMI88IONBR CLARKI 25, I'm sorry . And 75 

19 to the retail, i f we continue with the kind of 

20 allocation you have, more ruvenues will be allocated 

21 to retail than the investment justifies. And as a 

22 result, they are getting more money on the retail side 

23 and not enough on the wholesale side and you have a 

24 mismatch. 

25 KR . 8UR0£8S1 You touched on one of the 
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1 points I wanted to 11111ke. And that l.s even if you 

2 accept all of Florida Power Corp's phi losophy and 

25 

3 argument on this, the fact of the matter is that unt il 

4 FERC reestablishes the fil"lll transmission rate, 1 ::: is 

5 entirely inappropriate to credit back the nonfirm 

6 transmission revenues to those customers . 

7 COKXI88IONER CLARK: And there has- •t yet 

8 been that reallocation. 

9 KR. BUROBSBI That i s a matter that I think 

10 was not addressed head-on in the hearing. I wo~ ld 

11 look to the closest that I could find in testim~ny 

12 tha t actually addressed that issue, was on Page 203 

13 and 204 of the transcript. And it appears prett y 

14 clear from that , to me at least, that it was a natter 

15 that wa s in the future. When FERC does credit nonCirm 

16 transmission revenues to firm transmission rate1 , we 

17 will then be out the money. But until they do 

18 COKKISBIONER CLARK I Say t hat slowly again. 

19 When it does credit nonfirm transmission revenu~s 

20 KR . BUROZBSI Well, let me just say the 

21 transmission revenues that are i n question in t is 

22 case . 

23 

24 

COKMISBION~R CLARKI Okay. 

KR. BUROZSSa That is, the transmission 

25 revenues for the economy sales. 
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2 

3 

4 

CO.MXISSIONml CLAJUt: And they are nonfirm. 

XR. BOROZSSI They are nonfirm. 

CO.MXISSIONllll CLAR.It1 Okay. 

KR. BOROZS81 That my understanding of the 

5 argument at the base of this is that FERC wil l credit 

6 that revenue in the establishment of t he firm 

7 transmission rates, and that that's where t hey take 

8 into their jurisdiction that 25\. 

9 

10 

COJOCISSIONER CLAR.lt 1 Okay. 

KR. BORQ1!1881 And my point wou ld be until 

11 such time as that has happened, then you've got an 

12 automatic overearning situation. Because you've got 

13 the current rates establ ished by F£RC on the firm 

14 transmission rates refl ecting contemplating no 

15 credit of these nonfirm transmission rovonues, and 

16 until such tillle as they do, then you put the company 

17 in automatic overearnings postur e. 

18 And the only other point I would mako is 

26 

19 that what we have right now is an issue that companies 

20 are buyers and sellers. And when they come i n 

21 periodically each company is a buyer and a seller or 

22 economy sales. Florida Power Corporation is a buyer 

23 and seller of economy sales at the periodic time at 

24 which we determine what the propel· amount is. And 

25 when they are a purchaser, this transmission is 
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1 treated si~ply aa fuel. 

2 COJDU88IOXJ!lJl CLARJ:r As what? 

3 xa. BUROE88 1 As fuel. As just part of the 

4 fuel cost . It ' s not differ entiated. And it's 

5 captured through the fuel adjusaent clause. 

6 COKXI88I OWER CLARKI Okay. 
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7 xa. BURQZ88 a And it see~s to me that again, 

8 until something ia done that captures it somewhere 

9 else and removes it from the equation unless you 

10 if you are treating it as a separated item for 

11 purposes of the revenues -- in other words, you're 

12 removing some of t he revenue that would otherwise be 

1J credited back to the retail jurisdiction and taking it 

14 out and giving it to the wholesale jurisdiction, if 

15 you do that, it will be asymmetric if you also ullow 

16 them to capture 100' of the expense for the exact same 

17 item and have t .hat born with in the reta il 

18 jurisdiction, at least until such time as we come 

19 forward with some definitive statement as to what PERC 

20 has done in establishment of the rates on the 

21 wholeaale level. Thank you. 

22 CRAIRKAM JOKMSOMI Ha. Kaufman. 

MS . KAOYKAM1 I ' m Vicki Gordon Kaufzan. I ' m 

24 here on behalf of the Florida Industrial Power Usera 

25 Group. And I want to keep my comments short. 
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1 I want to say that I agree with Kr. Burgess • 

2 analysis o! this issue. But I want to go back and 

3 remind the Commission that we ' re here on a •otion for 

4 reconsideration. And this issue that Power Corp has 

5 raised again was discussed at length at the hearing 

6 and it also has some extensive treat111ent in your 

7 Order. 

8 And you said pretty plainly in that order 

9 that you recited Power Corp ' s arguments, and that you 

10 said straight out that you didn ' t agree. So I think 

11 at the outset they haven ' t co111e close to 111eeting the 

12 standard for a Motion tor Reconsideration and i t ought 

13 to be denied on that basis. 

14 A.nd further, as Mr. Burgess has already 

15 said, this is just -- the sa.me a111ount or revenue is 

16 coming in. Nothing has really changed here. And as 

17 you found in your original order, there ' s no basis !or 

18 rea llocating so111e ot the revenue that's currently 

19 going to the retail side to the wholesale custo111ers. 

20 so we think that their motion ought to be denied. 

21 CBAIRMAX JOKH80N: Thank you, Ms. Kaufman. 

22 Any questions, Commissioners? 

23 

24 

25 

lllll . MoCUIJia Could I make one brief response . 

CU.IIUQII JOSlf80N1 Brietly. 

KR . MOQZB I To Kr . Burgess. 
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1 This notion that until the transmisaion 

2 the 25\ of the trans.mlssion revenues are actul!llly 

29 

3 credited to the rates of tirm transmission customers. 

4 that Florida Power is in some overearning situation is 

5 a concept t hat ' s somewhat strained but it also is 

6 academic at this point. 

7 Florida Power has had a wholesale rate case 

8 in every year since 1995 . Those revenues are not just 

9 being credited on the books. They are actually going 

10 in to offset the expenses that form the base ratos of 

11 the wholesale customers. 

12 

13 

KR . BURGBSS I May I respond to that? 

CBAX~ JOKHSOHI Yes. 

14 KR . BURGBSS1 Unfortunately, I don't have 

15 the opportunity at this point to set a deposition of 

16 Mr. McGee and find out what all the accounting 

17 treatments have been and the chronology of events and 

18 all of that. So I would say that the record that 

19 exists in the from the hearing is what this would 

20 have to be based on. And that ' s what I would suggest 

21 guide the Commission in factual determination. 

22 CIIAIIUCAJI JOHNSON: Thank you. Questions, 

23 Commissioners? 

24 COlOCISSIONER CLARJt1 Let me just ask , is it 

25 the view of the parties a decision, if we accept 
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1 FP&L ' s let me put it differently. These two issues 

2 aro in no way related. 

3 

4 

JO. BIJJlOBSSI I don ' t know. 

CBAIRKAH JOHNBOH1 Any other questions? 

5 Stat!, is that it or do we -- what is the s chedule? 

6 When will this be bac.k before the Commissioners? 

7 KS. PAOOBr We don ' t have a derinite time 

8 !rame f or tiling a recommendation at this time but it 

9 will be as soon as we possibly c an. We ' ll need to get 

10 the t ranscript and review that !irst. 

ll 

12 

CBAIItXlUI J OIDIBO!fl Okay. 

COlDUBBIOH'U ct.A.aXI Can I put you on notice 

13 that you ' ll need to come talk to me. Once you file 

14 the recommendation, you probably need to come walk me 

15 through it. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

KS. PAOGB1 I ' m sorry, probably what? 

COlOUBBIONER CLAJU1 You probably should set 

up a meeting to come talk to me and walk me t hrough 

the recommendation. 

KS. PAUGH& We'll be happy to do that. 

C~SSIONBR G~CIAI When you finish 

walking her through, walk by my office. 

MS . PAOGB I It will be our pleasure. 

CBAIRKAB JOIDISOHI Okay, thank you. 

(Whereupon Item 27 was concluded.) 
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