ORIGINAL

SIHAR -l AM1:36 RECEIVED
MAR O 4 1999

RECORDS AND
RS
Florida -
Power
o JAMES A. McGEE
| SENIOR COUNSEL
March 3, 1999

Ms. Blanca S. Bay6, Director
Division of Records and Reporting

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Fuel and Purchased Power Cost Recovery Clause with

In Re:
Generating Performance Incentive Factor

Docket No. 990001-EI

Dear Ms. Bayé:
Enclosed for filing in the subject docket is an original and fifteen (15) copies

of Florida Power Corporation’s Post-Hearing Statement.
Please acknowledge your receipt of the above filing on the enclosed copy of

etter and return to the undersigned. Also enclosed is a 3.5 inch diskette
ng the above-referenced document in WordPerfect format. Thank you for
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and purchased power
cost recovery clause and
generating performance incentive

factor.

Docket No. 990001-EI
Transmission Reconsideration

Submitted for filing:
March 4, 1999

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true copy of Florida Power Corporation’s Post-

Hearing Statement has been furnished to the following individuals by regular U.S.

J
Mail the kl l day of March, 1999:

Matthew M. Childs, Esq.
Steel, Hector & Davis

215 South Monroe Avenue
Suite 601

Tallahassee, FL 32301-1804

Lee L. Willis, Esq.

James D. Beasley, Esq.
Ausley & McMullen, Esgs.
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

Joseph A. McGlothlin, Esq.

Vicki Gordon Kaufman, Esq.

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

117 S. Gadsden Street

Tallahassee, FL. 32301

Barry N.P. Huddleston

Public Affairs Specialist
Destec Energy, Inc.

2500 CityWest Blvd., Ste. 150
Houston, TX 77210-4411

J. Roger Howe, Esquire
Office of the Public Counsel
111 West Madison Street
Room 182

Tallahassee, FL. 32399-1400

Suzanne Brownless, Esq.
1311-B Paul Russell Road
Suite 202

Tallahassee, FL. 32301

Roger Yott, P.E.

Air Products & Chemicals, Inc.
2 Windsor Plaza

2 Windsor Drive

Allentown, PA 18195
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John W. McWhirter, Jr., Esq.

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

100 North Tampa Street

Suite 2800

Tampa, FL. 33602-5126

Kenneth A. Hoffman, Esq.

William B. Willingham, Esq.

Rutledge, Ecenia, Underwood,
Purnell & Hoffman, P.A.

P.O. Box 551

Tallahassee, FL 32302-0551

Mr. Frank C. Cressman, President
Florida Public Utilities Company
P.O. Box 3395

West Palm Beach, FL. 33402-3395
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Leslie Paugh, Esq.

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL.  32399-0850

Mr. Don Bruegmann

Seminole Electric Cooperative, Inc.
16313 No. Dale Mabry Highway
Tampa, FL 33688-2000
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CRIGINAL

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power Docket No. 990001-EI
Cost Recovery Clause with . .
Generating Performance Submitted for filing:
Incentive Factor. March 4, 1999

TRANSMISSION
RECONSIDERATION

POST-HEARING STATEMENT OF
FLORIDA POWER CORPORATION

Florida Power Corporation (FPC), pursuant to Rule 25-22.056, F.A.C., hereby
submits its Post-hearing Statement on the Transmission Reconsideration issues
presented to the Commission at the hearing held in this matter on February 12, 1999,

and states as follows:

1. ISSUE: Does the FERC require that revenue from non-firm transmission
services subject to FERC jurisdiction be reflected as a revenue credit in the

derivation of firm transmission rates subject to FERC jurisdiction?

** FPC: Yes. FERC’s cost of service and ratemaking practices have traditionally
required the crediting of non-firm revenues on a functional basis to the fully

allocated costs assigned to firm customers.

2. ISSUE: How should the transmission revenues associated with economy
transactions over the Energy Broker Network be allocated between the retail
and wholesale jurisdictions?
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FPC: FPC has for years consistently utilized a 12 CP methodology before the
FERC and this Commission to establish jurisdictional transmission cost
responsibility. A jurisdictional factor derived using this methodology should
be used to allocate transmission revenues associated with economy transactions

over the Energy Broker Network between the retail and wholesale jurisdictions.

Discussion

See discussion under Issue 3 below.

ISSUE: How should Florida Power Corporation allocate transmission revenues
associated with economy transactions over the Energy Broker Network

between the retail and wholesale jurisdictions?

FPC: For sales under existing economy sales agreements (i.e., entered before
Order 888), where revenues have simply been unbundled into generation and
transmission components, the appropriate jurisdictional portions of both the
generation and transmission components of economy sales revenues should be
treated as a credit to the retail customer’s fuel charge.

Discussion

[Note: Because of their overlapping nature, Issues 2 and 3 are addressed
together. ]

In FPC’s particular case, retail and wholesale customers utilize its transmission
system in substantially different proportions than they utilize its production
system. This 1s because two relatively large wholesale customers (Seminole

Electric Cooperative and the Florida Municipal Power Authority) use FPC’s
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transmission system to deliver electricity that is not generated by FPC’s
production system. As a result, retail customers are responsible for
approximately 95% of the energy produced by FPC’s production system and
only 75% of the demand imposed on its transmission system, while wholesale
customers are responsible for the reciprocal amount (5% and 25%) of each
system’s usage. For this reason, the retail and wholesale customers support the
same proportions of the costs of FPC’s production and transmission systems
through their respective rates.

With respect to the transmission revenues subject to this proceeding,
fairness to both customers and FPC requires a 75%-25% allocation of these
revenues between the retail and wholesale jurisdictions, respectively. From the
customers’ perspective, since FPC’s firm wholesale transmission customers
support 25% of the cost of its transmission system, it would be patently unfair
to credit them with only 5% of any incremental revenues produced by that
system. Likewise, retail customers would receive an unwarranted windfall if
they were to be credited with 95% of the incremental revenues produced by a
transmission system for which they support only 75% of the costs.

From FPC’s perspective, requiring that 95% of the transmission
revenues from economy broker sales be credited to retail customers would be
equally unfair. FPC is required by FERC to credit its wholesale customers
with a share of these transmission revenues equal to the share of transmission
cost responsibility supported by its wholesale business, i.e., 25%. If FPC must

also credit 95% of the same transmission revenues to its retail fuel clause based
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on a production-related allocation factor, it will obviously be forced to credit
more revenues than it receives.

Results such as these to FPC and it customers would be contrary to the
Commission’s uncontested finding in the order now under reconsideration that
“to the extent possible, stockholders and ratepayers should not be harmed by

the FERC Order (888).” Order No. PSC-98-0073-FOF-EI, at page 6.

ISSUE: How should Florida Power & Light allocate transmission revenues
associated with economy transactions over the Energy Broker Network

between the retail and wholesale jurisdictions?

FPC: No position.

ISSUE: How should Gulf Power Company allocate transmission revenues

associated with economy transactions over the Energy Broker Network

between the retail and wholesale jurisdictions?

FPC: No position.

et

SSUE: How should Tampa Electric Company allocate transmission revenues

associated with economy transactions over the Energy Broker Network

between the retail and wholesale jurisdictions?

FPC: No position.
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Respectfully submitted,

OFFICE OF THE GENERAL COUNSEL
FLORIDA POWER CORPORATION

k James A. McGee
Post Office Box 14042
St. Petersburg, FL 33733-4042
Telephone: (727) 820-5184
Facsimile: (727) 820-4931
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