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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE® Fuel and purchased power ) DOCKET NO. 970001-EI
cost recovery clause ) FILED: September 29, 1997

REFLY BRIEF OF FLORIDA POWER & LIGHT COMPANY

Introduction

Florida Power & Light Company ("FPL") hereby files this its
Reply Brief addressing two points presented in the initial brief of
TECO. FPL believes that the analysis procedure outlined in its
initial brief continues to be applicable and, if followed, would
demonstrate the proper treatment of wheeling revenues from economy
energy sales. The simple conclusion is that because retail
customers are responsible for the non-fuel costs associated with
broker sales and such costs are reflected in base rates, a
mechanism must be employed to assure that revenues are similarly
treated (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 customers. It cannot now be

taken out of the fuel adjustment as only a credit to revenues.

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

previously, this created confusion may make it more difficulr for




the decision maker but FPL is not responsible for such confusion.
In fact, it is telling that though acknowledging the presence of
*some confusion® TECO does nothing to eliminate it.

The point should be whether the net revenue received for a
sale under the Florida Broker should be "flowed through" the fuel
adjustment clause to the benefit of retail electric customers.
Thus, if, as TECO proposes there is no additional charge for
wheeling by the selling utility in a broker transaction then should
the selling utility continue to credit the revenues from that
transaction to the fuel adjustment clause? FPL maintains that the
revenue should continue to be credited to the fuel adjustment
clause because the retail customer already pays the embedded cost
associated with these transactions and because the Commission
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 responsible for the
embedded costs associated with broker sales but has nc mechanism of
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 under the Broker, then
the margin will be incr-ased by the amount of the separate
additional charge and this new amount--including the increase for
the wheeling charge--should flow through to customer: under the
fuel adjustment clause mechanism.

The confusion is in part due to TECO’s creation with such




statements as:
...Tampa Electric respectfully suggests that
this confusion is the result of the addition
by some parties of transmission cost on top of
the calculated split-the-savings price, and,
in direct contravention of FERC’s pricing
rules.
Tampa Electric Brief at p.3. There is absolutely no support for
the characterization of adding the "transmission cost on top of the
calculated split-the-savings price® and, TECO provides no record
support.
Furthermore, TECO'’s continuation of its attack on FPL's
wholesale rates as being in "direct contravention of FERC’s pricing
rules*: (1) has nothing whatsoever to do with the *"confusion®
except that TECO "won't see" that its proposal is basically one of
attempting to keep revenues that should flow through to customers
so--it must be FPL’s fault; and, (2) FPL's wholesale rate filing is
a wholesale rate matter and, the fact that TECO consciously chooses
to ignore and thus "won’t see" what Order B88-A says cannot serve
to make TECO’s point. As pointed out in FPL’s initial brief, at
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 and exclude their flow

back to retail customers.




Wholly ignoring that the retail customer has been assigned

cost responsibility through base rates for the non-fuel (and
perhaps variable O&M) costs associated with Broker sales and that
the revenues from these sales are only reflected in the fuel
adjustment clause process, TECO seeks to analogize saying:

...and Florida Power and Light (*FP&L*)

consistently credit third party transmission

revenue derived from short-term firm and non-

firm sales to above the line operating

revenues with this Commission’s approval. (Tr.

69-70; Tr. 112-113). Tampa Electric

respectfully submits there is no relevant

difference between broker-related transmission

revenues and transmission revenues derived

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 to FPL is,
as the record shows wrong. Not only does FPL credit wheeling
revenues (other than broker) to above the line operating ra2venues
(just as it credits fuel revenue from broker sales through the fuel
adjustment clause), these wheeling revenues are and were used to
reduce the revenue requirement in setting retail base rates (Tr.
138, 139). Thus, TECO's fabricated analogy does not fit--instead
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 to FPL, revenues from these wheeling transactions (short-

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

they should not be otherwise "flowed through®" to customers.




Conclusion

FPL submits that the argument by TECC concerning "confusion*
does not help in the current debate and that the treatment by FPL
of short-term wheeling revenues is mischaracterized by TECO and is
not an analogy for the treatment of broker sales wheeling revenues.

DATED this 29th day of September, 1997.

Respectfully submitted,

STEEL HECTOR & DAVIS LLP
Suite 601

215 South Monroe Street
Tallahassee, FL 32301
Attorneys for Florida Power
& Light Company
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