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PROCEEDINGS

MR. PALECKI: Commissioners, we have come up wvith
an alternative revision on Issue 5, which has been
voted on already, but technical staff has recognized a
defect in the initial vote because of fallure to
subtract the cost of furnishings regarding the third
flooxr of the corporate headquarters.

COMMISSIONER EASLEY: Mr. Chairman, in order to
get us in the right posture, I move to reconsider the
vote on Issue 5.

MR. PALECKI: Thank you.

COMMISSIONER GUNTER: 1'd second that.

CHAIRMAN WILSON: All right. We are back on Issue

MR. BLEMKEWICZ: And the revised calculatlon,
vhich is reflected on the back of that schedule that
you have, is the same that you voted for except that it
takes the furnishings out of the calculation before you
disallov sguare footage. And it's from my
understanding there aren't any furnishings on the third
floor, so that might overly penalize them to include
the furnishings in that calculation.

COMMISSIONER EASLEY: I would move the revision on
Issue 5.

COMMISSIONER GUNTER: That's appropriate.

GOMIA AND ASSOCIATES
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COMMISSIONER EASLEY: Yeah, I think it makes it a
defensible position.

CHAIRMAN WILBSON: All right. All in favor of the
revised number vhich reflects the elimination of
furnishings from the calculation signify by saying aye.

MR. SLEMKEWICZ: The next issue is Issue 80, which
dealt with the transmission rents, and in staff's -

CHAIRMAN WILSON: Are wve going to -- wvhere arc ve
at the point that ve can see an entire spreadsheet on
this?

MR. BLEMKEWICZ: Well, I need to have these three
issues resolved before I can do a final run to co=e up
vith some revenue requirements.

COMMISSIONER BEARD: How long will that take?

MR. BLEMKEWICZ: I should be able to have it by
lunch time or before lunch time.

CHAIRMAN WILSON: All right, go ahead.

MR. SLEMKEWICZ: On Issue 80 was the transmission
rents, and in the staff's original recommendation, it's
vas zero because we vere leaving Scherer in. When
Scherer vas taken out, based on staff's recommendation
at the agenda, it vas to reduce rents by 1,763,000,
Hovever, staff has gone back and reviewved the MFRs and
some interrogatories, and has determined that there wvas

some double counting in that number. Instead of
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1,763,000 the reduction should only be 423,000.
COMMISSIONER EASLEY: Have we voted on Issue 807
COMMISSIONER BEARD: Where is that figure in the

spreadsheets?

MR. SLEMKEWICZ: That would be in O&M for Issue
80.

COMMISSIONER GUNTER: Well, I go to Issue 80 on
the staff recommendation, I don't even £ind the
transmission rents figure that you have under the per
vote.

MR. SLEMKEWICZ: That is correct, because again in
the staff's recommendation ve said include Scherer, =o
there wouldn't be any adjustment for transmission
rents.

COMMISSIONER GUNTER: Read the recommendation on
Page 145, staff's recommendation. It sald, yes, 1f
Plant Scherer is included in the Company's rate base,
if plant Scherer is not allowed these expense
categories vould be reduced by a million 822.

MR. SLEMKEWICZ: niqht, that vas a system number.

COMMISSIONER GUNTER: Hold on just a minute. Then
I looked for a vote that you reduce a million 763, is
that a difference betwveen non-jurisdictional and
jurisdictional?

MR. BLEMKEWICZ: That is correct.

GOMIA AND ASBOCIATES
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: COMMISSIONER GUNTER: All right. And somebody has

2 got to do a better job of explaining double counting

: than an alternative revision. I don't understand that.
. MR. ROMIG: Okay. The 1,825,000 system number or
s the 1,763,000 jurisdictional relates to 212 megavatts.
6 Included in the Company's adjustments to O&M expenses,
i they in fact pulled out 1,384,000 related to the

8 transmission rents. And the schedule that we vere

looking at ve couldn't really tle it in to the C
¥ Schedule. But after reviewing the C Schedules last

night and some mcre detail information on these

12 allocations --

13 COMMISSIONER GUNTER: All right. Let me ask you a|

14 question. What wvas, vhat had Gulf budgeted for

15 transmission rents?

16 MR. BALLINGER: It would be 3,017,000.

L COMMISSIONER EASLEY: That vas for both plants.

= MR. BALLINGER: That was for both plants.

19 COMMISSIONER GUNTER: That wvas the budget for both

20 plants.

21 MR. BALLINGER: Right.

o COMMISSIONER GUNTER: All right. What is the

23 budget for Mississippi? There are two elements. One

24 of them a Georgia element and one of them a Mississippi

25 element. ;
GOMIA AND ASSOCIATES
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MR. BALLINGER: Right.

COMMISSIONER GUNTER: One from Danlel is --

MR, BALLINGER: Those are for both, 3 million.
COMMISSIONER GUNTER: I wvant to knowv vhat the
budget was for, say you've got the MFRs, I want to know
that there is a split, the sum of the parts has to

equal the vhole.

MR. BALLINGER: Right. A million 822 was for
Scherer, and the balance would be for Daniel.

COMMISSIONER BEARD: Why would we call it double
counting if they in fact budgeted for the purposez of
this case that amount?

MR. BALLINGER: 1It's double counting in that the
expenses shovn on the MFRs vere, already had some
credits from UPS in there for transmission. 5o in
other wvords expenses vere already reduced by an amount.

COMMISSIONER GUNTER: Well, help me Jjust for a
second now. I need to follow this through here on a
step-by-step basis because you all haven't given us
anything. There is no analysis. No nothing. There is
a figure. 8o just be patient with me a little bit.

1£ you took the 3 million 017 that was budgeted
for transmission line rents, vhat adjustment do you
make to the 3 million 017 for vhere the credits come

from, the credits come from Daniel, credits come from
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Scherer, vhere do they come from? Did they adjust that
figure, or is that a residual figure after adjustments?
The 3 million 017.

MR. BALLINGER: Let's see.

MR. ROMIG: The 3 million 17 woull have been
included in the system O&M expenses, and as you go over
to the jurisdictional amount, after all of the
adjustments made by Gulf or UPS on their NOI schedules

COMMISSIONER GUNTER: All right, that is the
residual number.

MR. ROMIG: Included in the adjustment for UPS
vere adjustments or dollars assoclated with
transmission rents for charges for Plant Scherer.

COMMISSIONER GUNTER: Okay.

MR. ROMIG: That is the million 384 that we wvere
talking about, which left the balance of 438,000.

COMMISBIONER GUNTER: 8o really vhat you are
saying is in the budgeted figure there is something in
excess of $2-1/2 million budget rental for Daniel, is
that correct?

MR. BALLINGER: Yes, sir.

COMMISSIONER GUNTER: Well, Mr. Chairman, I
apologize, I have to see something more than this.

I've got to see an analysis of vhat the original budget
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vas and vhat happened. I've got to see some sort of
spreadsheet explanation of vhat, hov ve vent from
there to there. 1 thought I understood vhere wve vere,
and I don't understand vhat is tak.ng place.

CHAIRMAN WILSON: I tend tc agree with you. I
think ve understood what we did, but I don't understand
this piece now.

COMMISSIONER GUNTER: You knov, in a logical
presentation, if it exists in the record, 1if it exists
in the record, a logical explanation would be, a
logical presentation wvould be vhat is the total that
you have for each one of them, and you run dowvn two
columns, vhat is the total that you started with, what
adjustments vere made to each one in order to get down
to there.

You know, one of the things that ve do, wve go back
and look at previous ones, and you look at the
comparison of vhat the rents wvere for Plant Daniel, you
knov, and then you've sort of got a traceable kind of
situation, and you've got one for Scherer. In the
previous case ve didn't have this confusion because wve
just had the line rentals vhich ve evaluated at some
length on coming from Daniel. This time putting them
both together for me to understand, I don't.

COMMISSIONER EASLEY: Mr. Chalrman, hov long would
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it take to get some kind of little side by side?

CHAIRMAN WILSON: Well, until somebody is in a
position to understand this and move to reconsider, ve
don't do anything. I mean has anyone moved to

reconsider that issue at this point?

COMMISSIONER EASBLEY: Well, I vas golng to do that

vhen I found out hov long it was going to take to get
it.

CHAIRMAN WILSON: I don't think it's appropriate
to move to reconsider it until ve see something that
needs to be reconsidered, and I haven't seen anything
that needs to be reconsidered yet.

COMMISSIONER EASLEY: Well, I'm going to try it.
1'11 move to reconsider Issue 80 In order to get the
information.

CHAIRMAN WILSON: I think you can get the
information vhether you move to reconsider it or not.

COMMISSIONER EASLEY: That's what I was dolng,
sorry. I thought you wanted a motion.

COMMISSIONER GUNTER: I would encourage staff. I
don't want to do anything wrong. I would encourage
staff to go put that together in such a fashlon that
ve can understand it, to, not saying the analysis are
wvrong. But I'm not going to vote on something I don't

understand. I understood staff's recommendation as it
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stands. I can certainly understand wve don't want to
take a plece of the furnishings out that are not there,
and I vouldn't wvant staff to do it and tell, folks in
the Company I don't vant to ~atch you up in in those
offices.

COMMISSIONER EASLEY: Well, Mr. Chairman, I am
trying to get us to a point vhere ve can do something
one way or the other. Could we ask for --

CHAIRMAN WILBON: What wve've got to do is be
convinced that ve need to reconsider. And I think
ve don't have enough in front of us to be convinced
that ve need to reconsider it.

COMMISSIONER EABLEY: That's why I wvas asking,
could we £ind out hov long it would take to get the
little side by side vhether or not ve need to sklp this
and come back or, I mean they can't bring you a bottom
line until wve make a decision one wvay or the other on
this.

CHAIRMAN WILSON: I think ve are going tc have to
skip it, because I don't think a motion for
reconsideration would pass at this point.

COMMISSIONER EASLEY: Hov long will it take to get
a side by side, staff, a little run-dowvn of both
Scherer and Daniel?

MR. BALLINGER: From vhat I understand, Danlel 1;
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not a gquestion, the credits ve are talking about are
only with Scherer.

COMMISSIONER GUNTER: No, one of the tnings that
you need to do is you need to look at all of it.

COMMISSIONER BEARD: The total.

COMMISSIONER GUNTER: You nrsed to start wvith the
total. You have to start with the total, vhat makes up
the parts.

MR. BALLINGER: Yeah.

COMMISSBIONER GUNTER: You are dealing with the
budget that wvas presented as evidence in the case. And
staying within the evidence of the case, I need to know
wvhat happened. That is a dramatic change. I need to
understand vhat that change is.

MR. BALLINGER: We can definitely have something
by lunch I think, if not sooner. If we get it sooner
ve vill come on down.

COMMISBIONER GUNTER: Fine,

COMMISSIONER BASBLEY: Then, Mr. Chairman, wvhy
don't ve just hold on this until they can get back.

MR. SLEMKEWICZ: The next issue is Issue 73, vhich
vas the level of SCS expense, Southern Company Service
expenses, and that vas temporarily passed on because
there vas some thought that maybe some disallowvance of

Scherexr might affect these numbers, but in revieving
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that there is no effect on the, those numbers.

COMMISSIONER BEARD: Well, there is an effect.
The customer accounts went up durn near double.

COMMISSIONER GUNTER: I don't understand how
inventory --

MR. SLEMKEWICZ: It wvas a, there vere some typos
in the --

MR. ROMIG: The Company flled an errata sheet
after the recommendation had been, the total amount of
expenses for Southern Company Services would have
remained the same.

COMMISSIONER BEARD: There is no, no change
vhatsoever in production costs paid to SCS because
Scherer is removed?

MR. ROMIG: The production-related costs for
Scherer was paid to Georglia Power Corp. and not to
Southern COnﬁlny Bervices.

COMMISSIONER BEARD: Where is that figure for
reduction reflected in here?

MR. SLEMKEWICZ: That is on Issue 27.

MR. ROMIG: Issue 27.

COMMISSIONER BEARD: All production costs are tied
in to that figure?

MR. ROMIG: Right.

COMMISSIONER BEARD: Nothing paid to Southern
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Company Services at all vith respect to Scherer?

MR. ROMIG: Right.

COMMISSIONER GUNTER: Let me ask you a question,
Issue 73 on Page 137 of staff's r~commendation, are
those figures correct?

MR. SLEMKEWICZ: No, they are not.

COMMISSIONER EASLEY: The bottom line is tlie same.
You had a typographical error in customer accounts, is
that what I hear, and had there not bcen the
typographical error customer accounts would have read
2 million 1737

MR. ROMIG: Right. These figures wvere taken from
the Company's brief that they had filed. Subsequent to
the preparation of the recommendations the Company
filed their errata sheet to thelir brief.

COMMISSIONER GUNTER: Arxe these figures, are these
figures coming from briefs which are really not a plece
of the record, or are they coming out of the record of
this proceeding?

MR. ROMIG: They vould be coming out of the
record. There were some mistakes made.

CHAIRMAN WILSON: Let me ask this question. 1In
the spreadsheet that is at the end of the staff's
recommendation, there is no adjustment for Southern

Company Services expenses, right?
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MR. SLEMKEWICZ: That is correct. The adjustments

CHAIRMAN WILOSON: Let me finish asking my

guestion. There is no adjustment in the staff

recommendation to the Southern Company amount. What
vas included in the Company figure that wasn't
adjusted? Was it the 14809 or vas it the total of the
numbers -~

MR. ROMIG: 14809 vas the total.

CHAIRMAN WILSON: 14809 was vhat?

MR. ROMIG: That is the grand total. We had
adjustments to Southern Company Services in the A&G
function, vhich is properly reflected in the §8,246,000
figure as shown on Issue 73. There were no adjustments
to BCB charges in the other functions which wvere
affected by the corrections reflected in the Company's
errata sheet.

CHAIRMAN WILSON: I don't understand what you
said.

COMMISSIONER BEARD: Let me ask a question,

CHAIRMAN WILSON: What was the number that was
included, the total number that vas included in the
case filed by the Company. Was it 14809 or whatever it
wvas, or vas it --

MR. ROMIG: Somevhat higher than that because ve

GOMIA AND ABSOCIATESB
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made adjustments to the administrative and general --

CHAIRMAN WILSON: All right, customer accounts,
vhat number vas included in the Company's £1ling?

MR. ROMIG: It would have been the 1997i/4.

COMMISSIONER BEARD: No, go one line up, custouxsr
accounts.

CHAIRMAN WILSON: 1I'm sorry. Customer accounts.

MR. ROMIG: Oh, customer, I'm sorry. 2,173,025.

CHAIRMAN WILSON: 8o the number that appears in
the staff's recommendation is simply a typographical
error?

MR. ROMIG: Right.

CHAIRHMAN WILSON: It doesn't really change any of
the numbers in the case?

MR. ROMIG: That is correct.

COMMISBIONER GUNTER: These come out of the briefs
or come out of the £iling? Come out of the record?

MR. ROMIG: I believe wvhat happened in preparing
the recommendation ve were using the Company's briefs
to have these figures in, which then wve picked them up
after the errata sheet vas filed by the Company. The
Company flled an errata sheet for a number of errors
that they had made in their brief.

COMMISSIONER GUNTER: Well, nov, my gquestion is

though, using the briefs, did ve go back and check the
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briefs with the errata sheet or whatever, did you go
back and check those with the filings? 1If the ansver
is no, that's fine.

MR. ROMIG: I don't believe I have checked, gone
back and checked that.

CHAIRMAN WILSBON: What number vas included in the
spreadsheets by wvhich you calculated a revenue
requirement? What number for Southern Company Services
expenses vas included?

MR. ROMIG: It would have been the 14809.

CHAIRMAN WILSON: Okay.

COMMISSIONER EASLEY: I would move 73 of the
staff recommendation.

CHAIRMAN WILSON: Well, 73 doesn't require -- did
ve TP that? That's right, ve TP'd that.

COMMISESIONER GUNTER: Yes.

CHAIRMAN WILSON: All right. 8o this -- all
right, Commissioner Easley has moved Issue 73. It
doesn't really change Issue 73 in substance.

MR. SLEMKEWICZ: That is correct.

MR. ROMIG: That is correct.

CHAIRMAN WILSON: All right. Without objection.

You're on.

M8. KUMMER: Commissioners, I would just like to

start out by saying that the cost of service and rate
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design numbers are unfortunately more illustrative than
accurate because the revenue increase will change and
the rates, the revenue increase that these rates are
based on is somevhat different than vhat staff
eventually recommended, vhich changed anyway, but this
will shov you the basic relationships and illustrates
the points ve are trying to make in the recommendation.

The only other thing that I would like to ask is
that ve temporarily skip over Issue 115. 115 is the
overall cost of service issue, and ve feel that Issues
116 through 120 are parts of the cost of service study
and it wvould be easier perhaps or more logical to take
116 through 120 and then consider the overall cost of
service issue in 115.

CHAIRMAN WILSON: All right.

MB. KUMMBR: Would you like us to go through issue
by issue?

CHAIRMAN WILBON: What is 1157

MB. KUMMER: 1It's the overall cost of service,
vhich is the appropriate cost of service methodology.

COMMISSIONER BEARD: I don't have it.

COMMISSIONER EASBLEY: I don't even have that.

CHAIRMAN WILBON: Where is it? 1Is it out of
ordex?

MS. MEETER: 1Its listed after 120.
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‘ COMMISSIONER EASLEY: Why didn't I know that?
‘ COMMISSIONER GUNTER: It's a simple numbering

system somehov -~

) MS. KUMMER: It's on Page 21 of the

s recommendation.

¢ MS. MEETER: We put the issues in the book and

: listed them in the table of contents in the order in

8 vhich wve thought they should be voted on because --

2 MS. KUMMER: Unfortunately your vote sheet didn't
0 come out that vay, and I apologize for that.

4 CHAIRMAN WILBON: I think it's unreasonable for

¥ you to expect us to look at the table of contents.

13| MS. MEETER: 116 through 120 are subsets of 115,
" so you really do need --

15 CHAIRMAN WILSON: It makes much more logical

16 sense to do it in that order.

4 COMMISSIONER EASLEY: Where do you want us to

L start?

9 MS. KUMMBR: 113 is the first issue. 113 and 114
20 vere stipulated, i1f you accept those stipulations.

2 COMMISSIONER GUNTER: I would move Issue 113, that
2 is billing determinants or the genesis for

23 determination.

2 COMMISSIONER BASLEY: Second.

23 CHAIRMAN WILSON: Hang on just a second. Let me
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look at something.

Does this issue, hov does this tle back to Issue
No. 49, vhich has to do vith the Company's projected
total operating revenues for 19907 1Is that, that is
before a rate change, is that right? -- never mind 1
see.

M8. MEETER: This issue vas the foundation for the
sales, the revenue from sales of electricity.

M8. KUMMER: This makes a policy decision that
this should have been standby, and 49 i{s a revenue
fallout issue. This is the basis that says yes |t
should have been standby.

CHAIRMAN WILBON: This only goes to one cusiome:r?

M8. KUMMER: Right, this is the one, the migration
and the no migration problem.

CHAIRMAN WILSBON: The issue is a little broadly
stated for -~

M8. MEETER: This is all the billing determinants.
This is the basis for the revenues from the sales of
electricity.

COMMISSIONER GUNTER: That's exactly right.

M8. KUMMER: And the adjustment we made was
because of the customer and the migration to migration.

CHAIRMAN WILSON: Okay, I want to make sure this -

-~ 1 had some guestions yesterday that I really failed
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to go into, and I may vant to revisit those in Issue
49, which has to do with the Company's projected
operating revenues for 1990. I want to know whether
this ~-- does this have sales projections in i{t, this
issue here, 1137

MB. KUMMER: 113 is the billing determinant
projections essentially that drive the revenue
projections.

CHAIRMAN WILSON: All right.

M8. KUMMER: 1It's the customer's kilowatt hours,
kilovatt projections that drive the revenue,.

COMMISSIONER GUNTER: This is just an energy to
establish this, this is one of the, one of the items
that you plug into a formula of how much they are going
to sell,

MS8. KUMMER: 1It's the basic forecast of usage.

COMMISSIONER GUNTER: Not the dollars, the energy.

CHAIRMAN WILBON: The dollars wvould be 4riven by
these numbers?

M8. KUMMER: Yes.

CHAIRMAN WILSON: If you wouldn't mind temporarily
passing this, I've got a couple of things that I may
want to ask about this as we go on.

COMMISSIONER GUNTER: We can do that, but this is

-~ I don't knov hov you can go forvard vithout
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establishing billing determinants.

CHAIRMAN WILSON: Well, thelr calculations can't
go forwvard until wve establish the billing determinants,
but the agenda conference can go forvard wvithout
establishing the billing determinants.

M8. KUMMER: Mr. Chalrman, perhaps if your problem
is vith the items on Issue 49, ve could help you vith
those.

CHAIRMAN WILSON: All right.

ME. KUMMER: I am back on Page 101. The Item 3
under Issue 49 is the additional standby revenues due
to the 79-59 KW wvhich vas not billed as standby and
should have been billed as standby, which you approved
in Issue 48. Okay.

Ilsu§ 4, or Item 4 under that, under Issue 49, the
Company simply picked up the wrong number off thelr
schedules, and that correction is due to that.

CHAIRMAN WILSBON: All right. Well, I tell you
vhat I u?n looking at is, as I wvas looking at going
through this recommendation last night, I wvenrt back to

Issue 49, and I wvas looking at guite frankly Public

‘Counsel's brief, which discussed the fact that the

Company has consistently underestimated retall sales

from --
M8. KUMMER: That was their, the position in their
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brief, but they did stipulate to 113. They were party
to the stipulation.

CHAIRMAN WILSON: They stipulated to 113.

COMMISSIONER BEARD: That is not Issue 49.

M8. KUMMER: That is correct.

CHAIRMAN WILSON: 1Is Issue 49 a fallout of 1137

MB. KUMMER: Yes. Issue 113 is the billing
determinants, and then the revenues fall out of the
billing determinants.

MS. MEETER: Issue 49 covers all revenues. The
billing determinants drive these sales of electriclty
portion of the operating revenues.

CHAIRMAN WIIBON: Am I being dense or is -- how
can you on the one hand question the retall sales
forecast, and on the other hand stipulate to tne
billing determinants and the sales numbers that drive
the sales forecasts?

M8. KUMMER: Mr, Chalrman, ve had the same
guestion, and they stipulated to it, and ve assumed
they knev vhat they were doing.

CHAIRMAN WILSON: I mean this, my reading of that
issue raised some real serious questions in my mind
about whether ve shouldn't be looking =t what those
sales forecasts vere.

COMMISSIONER EASLEY: Maybe they changed their
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mind.

COMMIBSIONER BEARD: Well, regardless wvhether
something was a stipulation brought to us for approval
or not, the guestion is had they been consistently
underestimating their revenue projections? That is
the real qguestion.

CHAIRMAN WILSON: The reason I vant to sort o:
pass this is this refers to an exhibit number that I
don't have.

MB. KUMMER: One of our system planning people did
look at their forecasts. We are going to get him right
nov.

CHAIRMAN WILSON: Hold on a second. Go ahead.

MS8. KUMMER: One of our system planning folks did
look at thelr forecasts and they're I guess on the wvay
to get him right nowv. He'll be able to address it. He
did prepare --

CHAIRMAN WILSON: Well, the reason I wvanted to
pass this for a minute is this refers to Exhibit 337,
vhich I do not have at hand and wvould like to get
before wve discuss it, wvhich is why I suggested we sort
of skip over this, and 1'l]l get it at the break.

M8. KUMMER: Okay.

CHAIRMAN WILSON: We can go ahead with the other

issues and come back to this without seriously
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disrupting the logical order of this.

M8. MEETER: The only problem is if you decide to
change this, there is going to be, John Slemkewicz’
numbers are going to change, too.

COMMIBSIONER BEARD: That's fine.

CHAIRMAN WILSONW: That's vhat wve are here for.

M8, MEETER: And so it will be later, you know,
and will show down the process.

M8. KUMMER: 8o you're right, the rest of the
issues are essentially policy type issues that are not
dependent upon Issue 113.

CHAIRMAN WILSON: Let's go on to Issue 114.

COMMISSIONER GUNTER: I move 114.

CHAIRMAN WILSON: That is stipulated. We can
accept that. Without objection.

Issue 116. I need to ask one guestion. On the,
at the beginning of staff analysis it says Commission
policy since the early '80s has been, and it goes on to
describe vhat that is, and then the last paragraph it
says, "The staff therefore agrees vith Citizens that to
the extent practicable distribution facilities that
function as service drops or dedicated tap lines should
be directly assigned to classes whose members
facilities serve --"

Is that consistent with the policy that ve have
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been following, or is that a change?

M8. MEETER: That is vhat you did in TECO in
Docket 850050.

CHAIRMAN WILSON: All right. Sut that is not
consistent wvith vhat you described in the first
paragraph in the record.

M8. MEETER: Yes and no., B8ervice drops in the
FERC accounts are only secondary drops. So if you are
a primary or higher voltage custcmer, there 1s no
service drop that is booked as a service drop.

CHAIRMAN WILSON: Right.

MS8. MEETER: 8o this wvould recognize that. It
vould concelvably recognize a little more. But this
has not been done in the cost of service study. The
cost of service study reflects what you have done in
all of those other cases vith the exception of TECO.
It's got just the service drop. The secondary service
drop and the meter classified as customer related and
included in the customer unit cost.

CHAIRMAN WILSON: 8o in terms of wvhat we do here
today in the cost of the service studies that we are
looking at this issue doesn't, this would be for the
future?

M8. MEETER: It would be for the future. Now, in

my issue, in Issue 115, there was a small portion of
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account 364, which is lines, the Company did take all
secondary lines, not just service drops, but all
secondary lines and included them, classified them as
customer related and allocated them on customers,
secondary customers.

80 there is that 1little plece. And in the staff
revised cost of service study, that plece wvas again
classified as demand related to be consistent with
Commission policy.

COMMISSIONER BEARD: If you are going to put
secondary distribution in specific customer classes,
then you durn sure wvould have to put primary drops --
by customer class, and you have got to do them
togethex.

MS. MEETER: It would seem to be logical. I don't
knov vhy the FERC account got set up the way it did to
Just include secondary drops, but right now in ail the
cost of service studies wve have, there are cnly servi'ce
drops that are allocated to secondary customers, and
the primary and higher voltage customers are not
specifically allocated that cost. Everybody at ihat
voltage level and lover shares in the cost of drops for
primary level customers.

But they are talking about something else here.
What this issue is, they would like to classify a much
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larger proportion of the distribution system. In other
vords they would like to take poles and primary lines
and secondary lines and classify that as customer
related. 1It's called a minimum distribution system
concept.

But again, I would agree vwith you there 1s an
inconsistency here because only primary customers vho
are served off of common lines and secondary customers
would get that cost. Anybody vho is served directly
off a substation won't have any cost classified as
customer related.

COMMISBIONER BEARD: Well, perhaps wve can direct
a sign. Direct allocation right off the substation to
the customer, the individual customer. Why not like
that? But that is is the consistent wvay to do it.

CHAIRMAN WILSON: Joe, you look like you need to
say something.

MR. JENKINS: This is an issue ve've had vith all
companies over the years. The game being played here
is increase the customer charge. When you increase the
customer charge, you make those amount of revenues less
susceptible to price elasticity, you know, customer
changes and usage. And also it somevhat has anti-gas
overtones.

I'm not saying the Company is deliberately doing
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that, but all gas customers must also take electric
service. 8o vhen you have a high customer charge, the
gas customers, the duel fuel customer pays that high
charge. He can't avold it by using gas. 80 there is
strong policy overtones here in this customer charge.

M8. MEETER: And it also pushes more cost on to
smaller customers versus large customers.

CHAIRMAN WILSON: 8o vhat is the result of staff
recommendation?

M8. MEETER: Well, wvhat the industrial intervenors
ask is that you vote on this issue and consider doing
it next time. And my position has been that we should
just continue the present policy.

CHAIRMAN WILSBON: 8o staff recommendation 1s to
continue the present policy.

MS. MEETER: Right.

CHAIRMAN WILSON: All right.

COMMIBBIONER BEARD: Which, to get sguare, the
present policy that wvas developed in TECO?

CHAIRMAN WILSON: No. When I said no, is that
correct? 1 want to hear you say no, Marge.

MS8. MEETER: What wve are saying here is that no
distribution system costs other than service drops and
meters should be classified as customer related. Now,

I don't think it would be inconsistent to identify
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service drops for higher voltage customers and do, make
that, spread that cost to those customers on a customer
basis; that would not be inconsistent with this
recommendation like Commissioner "eard thought wve
should do.

But what ve are saying here is nothing other than
a meter and a service drop would be classiflied as
customer related and allocated on average number of
customers and included in the customer unit cost.

COMMIBSIONER BEARD: From a consistency
standpoint, if I understand that correctly, if you had
a primary service drop, you wvould allocate that and any
PTs and CTs wvould be allocated directly to that
custoner, 1f they aren't already, I wvould assume they
vould be,

M8. MEETER: PTs and, PTs, it's my understanding
that thlf is part of the meter account and so those
would be allocated or assigned to customers. The
Company did an analysis of meter costs. They looked at
the type of meters, and you knov made assignments on
average number of customers wvho had that type of meter.
80 yes, that right nov is in the, it's classified as
customer related and is in the customer unit cost.

COMMISSIONER GUNTER: And goes to each customer

class, and goes to each customer class.
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CHAIRMAN WILSON: 8o vhat you are recommending
here is consistent with vhat ve did prior to TECO, oz
vhat wve did In TECO or consistent with both?

MS8. MEETER: 1It's not consistent with vhat you d4id
in TECO in that much larger proportions of the systenm,
like they have a portion c¢f thelr service territory
that is just phosphates, and there vere some direct,
long direct taps that were assigned to the phosphate
customers.

COMMISSIONER GUNTER: Move staff.

CHAIRMAN WILSON: All right. Without objection
then, staff recommendation.

M8. KUMMER: Mr. Chalrman, Roland Floyd 1s here to
address the billing dete;ninant issue, if you wvould
like to go back.

CHAIRMAN WILSON: VWell, I vant to wvait a few
minutes to do that, because I've got an exhibit that I
need to get a hold of in order to discuss it.

COMMISSIONER EASLEY: 1I'll move staff on 117.

COMMISSIONER GUNTER: I agree.

CHAIRMAN WILSON: Any questions on this? All
right. Without objection, staff recommendation is
approved on Issue 117.

1186.

COMMISSIONER BASLEY: I move the primary
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recommendation.

CHAIRMAN WILSON: Any discussion? 1Is there a
second to that?

COMMIBSIONER GUNTER: No, I wvas wvalting to see if
you get a second.

CHAIRMAN WILSON: 1Is there a second to that?

COMMISBIONER GUNTER: No, I was going to move the
alternative recommendation.

CHAIRMAN WILSON: If you will take the gavel, I'll
second the primary recommendation.

COMMISSIONER GUNTER: Fine.

CHAIRMAN WILSON: I second Commissioner Easley's
motion.

COMMISSIONER GUNTER: Any guestions?

CHAIRMAN WILSON: Is there discussion?

COMMISSIONER BEARD: Just looking at how this lays
down, it appears that the alternative recommendation to
sonme degree at least, wvell, no, the Company is sayinc
demand and energy not solely energy.

CHAIRMAN WILSON: Hov did ve do this in TECO?

M8. MEETER: On energy.

CHAIRMAN WILSON: Howv have ve historically done
it?

M8. MEETER: On energy.

CHAIRMAN WILSON: On energy?

GOMIA AND ABSOCIATES




19

20

21

22

23

24

25

i

257

MS. MEETER: When I have been reviewing it, that
is the vay I have done it. Now, there vere a fev cases
vhen other staff members did it, and J can't vouch for
vhat vas done in those cases.

CHAIRMAN WILSON: What effect does this have, Joe?

MR. JENKINS8: 1It's not a large effect in my
opinion.

Marge, vhat is the effect of going -- we discussed
it.

MS. MEETER: The level of fuel stock was 52
million and I think maybe, did you all adjust that a
1ittle bit yesterday?

MR. JENKINS: Yes.

CHAIRMAN WILSON: Yes.

M8, MEETER: So ve are talking about that much
money going in to rate base, and the percentages are a
1ittle bit different. It does make a difference, but
not a real significant one. If you want me to, I can -
- walt, I knov vhere I can --

CHAIRMAN WILSON: Joe, talk a little bit about the
theory here, why you would do vhat are suggesting.

MR. JENKINS: Well, all of these years I have been
rambling along that this --

CHAIRMAN WILSON: Wait a minute. 1Is this one of

your rambling issues?
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MR. JENKINB: No.

CHAIRMAN WILSON: I withdrav my second. I'm
sOorry.

MR. JENKINSB: I have been thinking that fuel
stocks should be energy because, y. u know, they provide
BTUs and kilovatt hours, and it vasn't until Gulf Powver
recommended a split that it occurred to me that there
should be any controversy vhatsoever. And then I asked
myself the guestion, wvell, why do wve have fuel stocks,
Well, the £irst blush ansver is to provide BTUs, but
that's really not the right answer. The real right
ansver is ve have fuel stocks to make the generating
units reliable.

And as soon as you put the word "reliability" on
it, it automatically means demand to me. I think all
of these years I have been misled by hov ve calculate
fuel stocks, and I have substituted that calculation or
eqguated it to an energy classification as opposed to
demand.

COMMISSIONER GUNTER: But it vas, it goes back and|
has a genesis of vhether you wanted to try and let
people understand, you know, there vas a time wvhen wve
had part of the fuel price in base rates, and you had
part of it on fuel adjustment. And the decision was

made that fuel was fuel, and it's a separation so that
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the customer understands and can be clearly identified
by this Commission as to wvhat the price of fuel really
is on communicating with the customer, as vell as
establishing a pretty clear demarcation in a changing
fuel time as to wvhat really is base rates and what is
the fuel utilized.

And that is soxrt of philosophical of where you are
coming from. This is a market change. And the primary
recommendation is a change at least from 10 or 11 years
of presentation of vhere part of the price of fuel used
to be hid in base rates.

MR. JENKINS: 1It's all still going to be in base
rates. No change there.

COMMISSIONER GUNTER: Well, in the bottom line
bill vas an energy component or demand component.

CHAIRMAN WILSON: Well, the fuel stock is in base
rates.

MR. JENKINS: Yes. This has nothing to do with
the fuel clause.

CHAIRMAN WILSON: Now, I think I understand your
point, Joe, that 1f it were Just, If fuel wvere all just
energy and there vere no reliability component to it,
vhat you would do is just schedule enough trains to
come in every day to bring enough coal to burn for that

day to provide the energy that wvas needed and that's
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it.

MR. JENKINS: Right.

CHAIRMAN WILSON: But in fact what you do is you
provide enough coal or vhatever fuel there is there in
order to be sure that that unit is reliable over a
period of time because the vagaries of the fuel market
and the transportation market and --

MR. JENKINS: That is my reasoning.

CHAIRMAN WILSON: 80 that piece is a little bit
separately from just the energy plece of it. But I
guess I need some help in making the leap from that
analysis, vhich I think I understand, to saying that
then it's classified as demand; that it necessarily
implies that that is demand.

MR. JENKINS8: I guess the leap from reliability
to demand is the same lear ve have alvays done in
classifying powver plants to a large extent as demand
related.

CHAIRMAN WILSON: And once you put it in that
category,it follows.

MR. JENKINS: Once you put it in that category it
follows. I guess there 1s another policy in here that
I would like to migrate to is the conservation aspects.
I know you all have not voted on the conservation

programs, you know, the newv round coming out. But {f
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our primary purpose, as wvas before, to put more
emphasis on saving, avoiding pover plants, then vhen
there is a cholce, not arbitrarily but when there is an
arguable choice betveen energy and demand, I would have
a policy for consistency. 1 would have a policy of |
allocating costs to demand if our policy is primarily
to avoid the construction of newv powver plants.

Nov, it vas not guite that in the '80s. It vas
close, but it was not gQuite that.

M8. MEETER: 1 would point out that ve certainly
don't want to classify more cost as demand related than
the avoided cost of building the plant. I think you
have to be careful about that.

COMMISSIONER GUNTER: 1 agree with you.

M8. MEETER: Commissioners, 1f you want --

CHAIRMAN WILSON: Does that mean, does that mean
that vhen you look at the avoided cost of the plant
that you ought to consider --

COMMISSIONER GUNTER: Fuel stocks.

CHAIRMAN WILBON: The 90-day burn, fuel stccks
sufficient for 90 days.

MR. JENKINS: Yes.

CHAIRMAN WILSON: Have ve done that?

MR. JENKINS: To my knovledge we have. The only

thing ve've lost out on is since we don't have site-
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specific plans but statevide plans, ve missed out on a
natural gas pipeline vhen ve got in to a site-specific
certification.

CHAIRMAN WILSON: I interrupted you. I'm sorry.

MS8. MEETER: You asked me a guestion on wvhat is
the impact. If you look on the last, let's see, third
from the last page of Exhibit 501, or 1f you go to the
MFRs, S8Schedule 1, there is a table of line allocators
and percentages. And 1f you will look at Line 1, which
is energy, that will tell you what proportions each
class would get based on energy. And if you look down
on Line 6, that will tell you what proportion the class
would get 1f you classified it as all demand related,
if you are interested in that analysis.

COMMISSIONER GUNTER: I don't have those.

CHAIRMAN WILSON: I don't have it either, but I
would like to see that. We can just pass that down.

COMMISSIONWER EASLEY: Joe, tell me then why Gulf's
recommendation or request that the allocation be on
both demand and enexgy doesn't wvork based on the
arguments that I have just heard between the two of you
disagreeing.

MR. JENKINS: Whether it's to go to demand or to
energy, to assign it to one of those two, 1s arguable.

There's really a rationale for going either way. And
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apparently vhat Gulf did is they just split the
difference.

COMMISSIONER EASLEY: They are saying 1f you can
make an argument to go either vay, you ought to be able
to make an argument to go both?

MR. JENKINS: Right.

COMMISSIONER EASLEY: I like that kind of logic.

CHAIRMAN WILSON: And vhat did you do, Joe? You
sajid --

MR. JENKINS8: I said wvhen there is an arguable
choice go to demand. When there is no arguable choice,
you knov, keep it vhere it's supposed to be.

COMMISSIONER EASLEY: 1I'll tell you the truth when
I read this thing demand looked so logical to me that I
didn't really go too much further.

MS. MEETER: They have done 12/13ths on demand and
1/13th on energy.

COMMISSIONER EASLEY: There's a motion sitting out
there, Mr. Chairman.

COMMISSIONER GUNTER: We've got the motion to the
primary recommendation. All of those in favor say aye.

All opposed.

COMMISSIONER BEARD: No.

COMMIBBIONER GUNTER: No.

CHAIRMAN WILSBON: I knev that was going to happen

GOMIA AND ABSBOCIATES




19

20

21

22

23

24

25

264

at some point in this area. I Just didn't think it
would be this issue.

COMMISSIONER EASBLEY: Well, Mr. Chairman, we can't
let a tie, do you vant to try a different motion? Ve
need to break the tie.

CHAIRMAN WILSON: We need to talk this through a
little bit here and see vhere ve can --

COMMISSIONER EASLEY: Of course, wvhat happens is
my motion fails on a tie vote, unless ve find a
solution.

CHAIRMAN WILBON: Joce, vhat your recommendation is
is not wvhat the Company proposed, right?

MR. JENKINS: That is correct.

CHAIRMAN WILSON: And, Marge, wvhat you recommended
is vhat? Joe is on one end, and you are on the other
end and the Company is vight in the middle?

M8. MEETER: The Company is not in the middle.

CHAIRMAN WILSON: Where is the Company? They are
soxrt of in the middle or wvhat?

M8. MEETER: The Company is like 92.3 percent
demand and 7.69 percent energy. 8o they are --

CHAIRMAN WILSON: Joe, would be a hundred percent
one way and you would be a hundred percent the other
vay.

MS. MEETER: Right.
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COMMISSIONER GUNTER: And the Public Counsel is
a hundred percent over there vith Marge.

CHAIRMAN WILSON: And the industrial intervenors
are vhere, in the middle?

M8. MEETER: VWell, they just say it should be
classified to demand or energy based on its use in the
system.

COMMISSIONER EASLEY: Great. That's a big help.

CHAIRMAN WILSON: Does that mean that you take the
fuel stocks and say 75 percent of the fuel stock is
there for demand and reliability purposes, and the
balance of it is there for energy, is that what you are
saying? I mean is that what the industrial
intervenors, is that the theory behind wvhat they are --

MS. MEETER: They are rot, they are not saying how
much should be --

CHAIRMAN WILSON: No, but they are saying that is
the logic.

MS8. MEETER: Presumably.

CHAIRMAN WILSON: And the Company's logic is it's
90 -- did you sav 97 or 937

M8. MEETER: 92.31 percent.

CHAIRMAN WILSBON: 92 percent demand related.

MS8. MEETER: They just applied the 12 CP and
1/13th.

GOMIA AND ABBOCIATES




15

16

17

18

20

21

22

23

24

25

266

COMMIBSIONER EASLEY: Let me, let me ask you a
bottom-line gquestion. What are ve, are we talking
about maybe an eighth of a cent per customer? What are
ve talking about here depending upon vhat we do? 1Is it
a big change, a little change, the customer wvill never
know the differcnce?

MR. JENKINS: Little change, Marge, check m=.

COMMISSIONER EASBLEY: What happens -- and lf the
customer doesn't knov much difference, wvhat happens to
the Company? Do they realize much difference?

M8. MEETER: The Company gets it regardless -- or
let me say thelr revenue requirement has already been
set to get the level that Mr. Shea recommended that you
voted on.

COMMISSIONER EBASLEY: All right. The bottom line
is the same to the Company. Is the bottom line the
same to the customer?

MR. JENKINS: No. I guess under my
recommendations the, the customers who have lov load
factor, lover load factor, would get more on a per unit
basis. 80 I guess -~

COMMISSIONER EASLEY: Give me an example.

MR. JENKINS: The residential would get more under
my basis, under my --

COMMISSIONER EASLEY: Get more vhat? A higher

GOMIA AND ASSOCIATES




hod

15

16

17

20

21

22

23

24

25

267

bi111?

MR. JENKINS: A slightly higher bill.

COMMISSIONER GUNTER: A higher bill.

COMMISSIONER BASLEY: Hov much higher?

MS. MEETER: Not much. I wvorld say the companies
vhere this really has an impact is wvhere you have
interruptible customers. And interruptible customers
are not allocated any demand-related cost. So i{f this
vere the TECO case then the interruptible customers
wvouldn't be paying any of the -- they would be paying

COMMISSIONER GUNTER: Virtually none.

MS8. MEETER: Virtually none of the fuel stock and
the fuel stock, the level of the fuel stock is based on
90-days burn, and their kilowvatt hours are in that
burn. Are they not responsible for any of it?

COMMISBIONER EASLEY: What happens under the
Company's proposal of splitting, let's say ve took a
different figure, wvhat happens under the theory that
you come somevhere betwveen the two of you?

M8. MEETER: Well, let's say if you split it
50/50, then if ve wvere talking about TECO, then the
interruptibles would have thelr proportionate share of
50 percent.

COMMISSIONER EASLEY: Let's talk about Gulf.

GOMIA AND ASSOCIATES




19

20

21

22

23

24

25

268

M8. MEETER: VWell, this is really, it's a policy
issue, and I knov right novw ve are talking about Gulf.
But I'm saying wvhere this really has the biggest impact
is on a utility with interruptible customers.

I don't think it's very big. Let's see. It's a
difference --

COMMISSIONER BEARD: For the lack of being
gainfully employed, let me move alternative staff and
see vhat happens.

COMMISSIONER GUNTER: 1I'll second i{t.

COMMISSBIONER EABLEY: What 4id you do?

COMMISSIONER BEARD: I moved the alternative.

CHAIRMAN WILSON: He moved the alternative
recommendation. And Commissioner Gunter has seconded.
All in favor.

COMMISSIONER BEARD: Aye.

COMMISSIONER GUNTER: Aye

CHAIRMAN WILSON: Aye.

COMMISSIONER EASLEY: No.

CHAIRMAN WILSON: I £ind that there is a lot of
logical appeal in, in something other than a hundred
percent.

COMMISSIONER EASLEY: Either vay.

CHAIRMAN WILSON: One way or the other. There is

a lot of appeal to exactly vhat the Company proposed,
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although I don't know that the logic that got them
there is really reflective of the reality of
application of this theory because they got there by
sinply applying the 12 CP and 1/13th.

I think the next time we ree one of these we ought
to address this squarely and there ought to be some

analysis. And if in fact, your argument is appealing,

Joe, that 1f part of this is related to reliapility and

demand then it ought to be classified that way, but not
all of it. I don't think all of it --

MR. JENKINS: Yeah, it really, the argument is,
again it's arguable vhich vay you go. There are
rationale both pro and con and for splitting it down
the middle. My overall purpose is conservation, and
this is just a tiny plece of that overall purpose.

COMMISBIONER GUNTER: And it would be to the
calculation of cost effectiveness. Am 1 hearing you
correctly?

MR. JENKINB: Yes, yes. The more I can get, the
more cost that I can allocate in to the peak period or
in to demand, the more cost effective that I can make
conservation calculatlions.

CHAIRMAN WILSON: Would that also tend to support
peak and off.

MR. JENKINB: Yes.
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CHAIRMAN WILBON: On-peak, off-peak prices with a
greater, much greater differential?

MR. JENKINS® It's a tiny step in that direction,
even though ve are dealing right nov with non-time-of-
day rates.

COMMISSIONER EASLEY: We done broke the tie.
Let's move on.

CHAIRMAN WILSON: Okay. All right, alternative
staff recommendation is approved with a caveat.

COMFISSIONER BEARD: Let me say, since I haven't
sald much about it, wvhen I get the right analysis and
get the detalled ~»alysis and have spent the time on
it, then I wvould be willing to discuss it. But at this
stage just the presentation with the numbers thrown out
leaves me cold.

MR. JENKINS: Okay.

COMMISSIONER BEl«D: There is ample opportunity
for us to .iscuss this.

CHAIKMLA WILSON: In this case vhere the
conseguences in terms of revenue really aren't very
much. Then the conseqguences of the decision --

MR. JEN:(“3: Right.

CHAIRMAN WILSON: -- isn't terribly significant,
but wve'll probably see a case one of -hese days vhere

it matters.
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MS. MEET3R: Commissioners, would you like -- oh,
you vant to look at that exhibit, I'm sorry.

CHAIRMAN WILSON: Yeah, we'll get back to it when
ve get that >ther information.

Issue 1.9,

COMMISSIONER EASBLEY: Move staff.

CHAIRMAN WILSON: s8Staff recommendation without
objection.

Issue 120.

M8. MEETER: Commissioners, there are two typos in
the recommendation as it appears, and it should be
underestimated and under-allocated on Lines 3 and 4.
It's correct on your vote sheet, but not in your
recommendatior volume.

COMMISSIONER GUNTER: Underestimated and
under-allocated on Line 3 and 4.

M8. MEETER: Yes, sir.

COMMISSIONER GUNTER: Of the recommendation.

COMMISSIONER EAELEY: As opposed to unestimated.

MS. MEETER: Yes.

COMMISSIONER GUNTER: I wvould move staff.

COMMISSIONER EABLEY: Second.

CHAIRMAN WILSON: What exactly does this mean?

MS. MEETER: Well, they have varied f:iom the wvay

these demands have been develope2 in the past and they
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are just, they are judgmentally saying I don't think
these customers are going to place as much demand
during the 12 CP hours as thelr relation, as they have
exhibited in the past.

CHAIRMAN WILSON: And they do that by not --

M8. MEETER: And they have done it by excluding
some kilowatt hours in this, in applying ratios.

CHAIRMAN WILSON: And they were in fact there in
the past, and they are saying they are not golng to be
there in the future.

MB. MEETER: Right, but the problem i{n '89 thelir
12 CP load factor dropped vay dovn instead of going up.
And if people wvere goirj to respond to this SE rider
such as, so they use less kilowvatt hours in these peak
hours, you would have expected to have seen that. You
wvouldn't have expected an increase. Actually the
Company, those customers used a 119,000; that was thelr
average 12 CP in '85. They are using 104 for '90.

What it does is it means that these classes, it's
primarily the PXT. Thelr rates will be lover than they
would othervise have been if they hadn't done this. It
means wve are back in the area of determining demands
judgmentally, vhereas ve passed the load research rule
and required the utilities to collect all of this data,

ve are no longer going to be using that as the basis
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for developing the demands.

CHAIRMAN WILSON: 211 right. You moved the staff
recommendation.

COMMISSIONER GUNTER: I moved.

CHAIRMAN WILSON: Second. Any objection?
staff recommendation.

‘Issue 115.

COMMISSIONER GUNTER: This is wvhere you made your
adjustments to the methodology that vas filed, right?

M8. MEETER: Yes, ve made the adjustment for two
things.

COMMISSIONER GUNTER: Right.

M8. MEETER: We made it for that, and ve made it
for the mismatch betwveen the costs and the revenues for
08-1 and 2. We did not reflect any of the others. We
didn't reflect fuel stock. Those vere the big ones,.

COMMISSIONER GUNTER: I got you. I move the
primary recommendation.

COMMISSIONER EBASLEY: Second.

OOHHISSIOM BEARD: Let me just comment --

CHAIRMAN WILBON: Let me pass the gavel. I'm
going to make a substitute motion. I'm going to move
the alternative recommendation -- I'm sorry. Never
mind.

You moved the primary?
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COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: I'm sorry.

COMMISSIONER BEARD: Let me just make --

COMMISSIONER GUNTER: I was beginning, I wvas
fixing to fall over backwards.

CHAIRMAN WILSON: Well, you would have been
justifiei in pushing me over backvards.

COMMISSIONER BEARD: The industrial intervenors,
the staff analysis on the II position I think is good.
I think it holds some merit wvhen done vith some of the
analysis that is there, some expansion and change in
wvhat is considered in the peak hours. For future
reference that wvould be interesting for me to loock at.
But I would tend to agree, it's a fairly narrow, I mean
I support the recommendation, but I'm saying for future
use it has some interest to me.

CHAIRMAN WILSON: All right. The primary
recommendation has been moved and seconded. Any
objection to that?

CHAIRMAN WILSON: All right. Without obljectlion,
the primary recommendation.

Issue 115A.

COMMISSIONER BEARD: I don't have it.

CHAIRMAN WILSON: Where does that --

COMMIBSSIONER GUNTER: That is out of order.
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CHAIRMAN WILSON: I remember reading it, but I
don't remember wvhere I sav it.

COMMISSIONER EASLEY: 1It's out of order.

COMMISSIONER GUNTER: 121 and then 115A.

MS. MEETER: You really need to look at those, 121
and 115A together.

CHAIRMAN WILSON: All right.

COMMISSIONER EASLEY: As 1 understand staff
recommendation on 121 -- are wve dealing with 121 now?

COMMISSIONER GUNTER: Yeah, I guess.

COMMISSIONER EASLEY: Is that essentially you have
got the same relative position between the customer
classes as you have nov under staff recommendation, is
that correct? Or is it only to GSD LP LPT PX PXT, et
cetera, that the relative position remains the same?

MR. TROMBINO: I believe that the relative
positions for the PXT class and GSD class improve, LP
being the only one that doesn't improve from the
present.

COMMISSIONER EASLEY: Doesn't change?

MR. TROMBINO: Doesn't change.

COMMISSIONER EABLEY: Okay. 8o that statement,
the last sentence in the recommendation, the first
paragraph, only refers to thoce clas=es?

MS. KUMMER: Commissioner, what this refers to and
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the wvay that wve go about allocating revenue is to bring
the classes closer to parity.

COMMISSIONER EASLEY: Right.

MS. KUMMER: And that's vhat that refers to is to
bring them closer to parity.

COMMISSIONER EASLEY: All right. I got lost in
that paragraph.

MB. KUMMER: 1It's not relative one to another, but
all of them to parity.

COMMISSIONER EASLEY: 1I've got you.

COMMISSIONER GUNTER: Marge, you've got to help
me. On staff's analysis I'm under the impression that
the position, the policy of the Commission has been
that no individual class got, in this stage, got over
one and a half times the average increase. AaAnd I got
an impres=sion that, from reading, that that was one and
a half times, vhich included fuel adjustment ECR, ECCR
and vhat have you. And I wvas under the impression ve
didn't do that because there is no way at this time to
be able to even tell vhat an adjustment would be on
conservation or fuel adjustment or what have you.

I'm trying to understand. To me that reflected,
as I recall, a policy change.

MS. MEETER: No. We have done it, recently we

have been pretty consistent. I have gone back to some

GOMIA AND ASSBOCIATES




19

20

21

22

23

24

25

277

of the earlier recommendations that wasn't clear.

COMMISSIONER GUNTER: Recently? When is the last
time ve did a rate increase?

MB. MEETER: Well, I wvould say in the last seven
years. It's been -- I would have to go back and check
each recommendation and see vhat it sald. We have used
the one and a half time with adjustments, and of
course, they have filed those projected adjustmen“s for
the test year. We used that because that is what the
customer sees. We wvanted, ve felt that this wvas for
continuity of rates. 80 wve vere looking at the total
bill.

COMMISSIONER GUNTER: I Jjust didn't recsll that.
Because in a time period vhen you had very, you know,
tremendously escalating prices of fuel, that could have
really created a situation vhere there would be
miniscule increases available to maintain that policy
of one and a half times.

M8. MEETER: No, see fuel would be constant. 1In
other words they have filed the fuel for the test year.
80 vhen ve say one and a half times, ve are looking at
vhat the bill is before the increase in base rates, and
vhat -~

COMMISSIONER GUNTER: Taking a snapshot in time.

M8. MEETER: Right, so it doesn't reflect any
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change in fuel over time. It just reflects based on
the fuel at the time of the test year.

COMMISSIONER GUNTER: Well, isn't it -- you've got
to help me a little bit of vhy the recommendation is to
exceed that one and a half times. I read the wvords,
but I'm not sure I understand.

MR. TROMBINO: Commissioner Gunter, the main
reasoning behind that vas because of the substantial
decrease to the G5 class. In order to set GS rates
egual to residential -~

COMMIBSSIONER GUNTER: Previously we had not
decreased rates. It's been Commission policy, ve
didn't decrease rates, ve just held them where they
were. You let everybody else grov to it trying to move
people to parity.

I cln.ziclll 2 number of cases vhere, you know, I
can recall Power Corp. that was so far out, and it took
us twvo or three times to get closer to parity, and the
process that ve used wvas not a reduction in rates. Ve
only vorked with the escalation and held people vhere
they vere, and it moved them closer to parity over a
period of time.

I'm against the process, Mr. Chairman, of lowering
rates for a class of customers and increasing above one

and a half times moving forwvard.
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MR. TROMBINO: 1 believe before that, when that
stipulation vas made, ve weren't avare of hov the
relative positions wvould be affected and --

COMMISSIONER GUNTER: It wasn't, that wvas a
policy. That wvasn't a stipulation. That vas a policy
established by “*he Commission a long time ago in order
to move people closer to parity, and vithout having
that shift.

M8. MEETER: In looking at this I think --

CHAIRMAA WILSON: Have you got this, have you got
this chart that is on Page 226 on the computer? I mean
is this --

MS. MEETER: Yes.

MR. TROMBINO: Yes.

CHAIRMAN WILSON: 8So you can run some iterations
of this fairly quickly.

MS. MEETER: Yes. I think the problem is nct just
the lowering the G8 rate. The problem is that the RS
Class li large, and you are going to move some of the
other classes further avay from parity if you don't

give a larger increase to RS. Maybe Mr. Trombino can

comment on that, because GS 1s a small class. It

doesn't -~
COMMISSIONER GUNTER: Really it's a policy. It

doesn't matter about hovw big the thing is when you have
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a policy and it's the right policy.

M8. MEETER: Okay, ve have, ve have not gone with
that policy every time. I remember in, I belleve it
vas the '8l or the '82 Gulf case ve gave the entire
increase to RS and to the lighting clarses because the
amount of revenue vas so small, and they wvere sc far
avay from parity. In the --

COMMISSIONER GUNTER: But you didn't go through
and you didn't decrease peoples' rates.

MB. HISTIR: Well, in FPUC ve lovered the G5 rate
to equal the RS rate because it was s2 high. Nowv, I
think ve have felt that this rate is confiscatory, it
is so high. The problem has been in the early years ve
didn't, ve veren't comfortabls with the load research.
Because the first fev times they d4id it, they did it on
vhat vas a residual method. They estimated everybody
else, and G8 is vhat vas left over.

80 nov we've got enough load research, and it's
been consistent enough over the years that ve feel it's
appropriate that there be an adjustment in the level of
their revenue requirement. Now, vhether it's all the
vay dovn to the RS rate that is one guestion. But I
think it's clear th=2t it does need a decrease.

COMMISSIONER GUNTER: Well, one of the things, one
of the things, Mr. Chairman, I would, I would like to
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see a calculation of no increase above one and a half
times, and see vhat the results of that is because you,
not only do you have a decrease in the GS, if I'm
reading it correctly, your 08-3 you are recommending a
decrease in that classification also. '

CHAIRMAN WILSON: And I think that 1s because, if
I'm reading this correctly, that if you look at the
rate of return index they are 3.31 times.

COMMISSIONER GUNTER: Oh, I understand.

CHAIRMAN WILSON: And that is substantially out of
line.

COMMISSIONER GUNTER: I understand.

COMMISSIONER BEARD: Let me ask you a guestion.
If you 1ncfollud the RS tvo times system average, would
they still be below parity?

MS. MEETER: Yeah.

COMMISSIONER BEARD: Then why would you move GS
dovn to below parity?

M8. KUMMER: That is where wve get tied into 115a,
vhich is the stipulation on equalizing RS and GS rates.

M8. MEETER: 1I think in retrospect maybe --

COMMISSIONER BEARD: The stipulation doesn't
bother me.

CHAIRMAN WILSON: I have never known one to stand

in your way.
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MS. KUMMER: That's wvhy the last paragraph on 115A
is vhen ve ran the numbers and realized wvhat the
numbers did because of the pecullarities in Gulf. Ve
had second thoughts about it as wvell.

COMMISSIONER BEARD: I have concerns cbout two
times. I have less concern about that than I do moving
a class belov parity vhich I didn't get to move back up
in the future. That's Just, you knov, let's build us a
roller coaster and ride that little devil.

MB8. MEETER: Nobody, nobody would run the numbers
wvhen the stipulation came up at the prehearing
conference, and based on our knowledge of the other
utilities the cost to serve G8 had been shown to be
lover than R8, and ve vere surprised vhen ve ran it.

CHAIRMAN WILSON: Do you have any other runs of
this? I mean have you played wvith this at all?

M8. KUMMER: We have run several scenarios. I'm
not sure at this point exactly vhat is there, but we
can certainly run the one an2 a half increase, and just
take --

COMMISSIONER GUNTER: Why don't you run the one
that just follows Commission policy, and let's see
vhere we are, and see vhere ve work betwveen the two.

M8. KUMMER: The one, the no greater than one and

a half increase to any class with no decrease?
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COMMISBIONER BEARD: I tell you vhat I would like
to see. I would like to see, aside from that run, I

would like to see one at one and a half, and then move

G8 to parity.

MS. MEETER: What about 08-37

CHAIRMAN WILSON: I would leave 05-3 the wvay it
is.

COMMISSIONER BEARD: Leave it alone.

CHAIRMAN WILBSON: I mean I would leave it the vay
you have done it here.

COMMISSIONER BEARD: Which is?

COMMISSIONER GUNTER: That would be on that second
row.

CHAIRMAN WILSON: Well, you move it from 3.31 on
that ROR index down to 2.33. 1It's still vay the hell
out of line but --

COMMISSIONER BEARD: Okay.

MS. XUMMER: Okay, ve need twvo runs, one shoving
no decrease to any class and a maximum one and a half
increase --

COMMISSIONER GUNTER: Yeah, just see wvhat it looks

like.
M8. KUMMER: Okay. And the second one is one and

~a half, no more than one and a half and moving GS to

parity.
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COMMISEIONER GUNTER: Yeah.

MS. KUMMER: Okay.

CHAIRMAN WILSON: Let's take a five-minute break.
Actually let's take a ten-minute break. That's a real
ten minutes.

CHAIRMAN WILSON: All right.

MB. KUMMER: For the sake of stralightening things
out, are ve going to temporarily pass 121 and one 115A,
or do you simply vant do deny the stipulation on 115aA
outright? 115A is the equalization of RS and GS. 121
is the spread.

COMMISSIONER GUNTER: I think we've got to see the
figures.

MB8. KUMMER: All right.

CHAIRMAN WILBON: I think we will pass both of
those.

MB. KUMMER: Okay. Are you ready to discuss the
projections at this point?

CHAIRMAN WILBON: Yes.

COMMISSIONER GUNTER: The what now?

CHAIRMAN WILSON: The projections, that exhibit.

M8. KUMMER: Going back to 113,

CHAIRMAN WILSON: As I sald I vas a little, I
enjoyed a certain arount of consternation vhen I saw

that there vas a stipulation about this plece, yet
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there vas an issue in Issue 40 -- wvas it 43?7

COMMISSIONER GUNTER: 49.

CHAIRMAN WILSON: 49. About the projections, and
ve've all got coples. What is that Exhibit No. 2337
337, and looking at that I'm not sure that there is any
basis for concluding, that there is any reason to do
anything different on the projections.

MR. FLOYD: Well, the only thing that I can tell
you is is what I 4id, if you want to hear it. 1T d4id a
thorough analysis of Gulf's load forecast. I can tell

you vhat I did. I even wrote a report on it, and have

‘hllitho regression analyses and graphs attached to it.

I could give it to you, or go through the analysis.
COMMIBBIONER EASLEY: Mr. Chairman, if your
éoncarn has been satisfied, I'll move staff cn 113.
COMMISSIONER GUNTER: Second.
CHAIRMAN WILSON: Well, vhat raised my concern wvas

the discussion in Public Counsel's brief on the issue,

and I have looked at the Company's as well, and then I
loocked at the exhibit that apparently formed the basis
for the adjustment that wvas proposed, and apparently
the stipulation of the numbers in Issue 113 reflects
th@t viev of the projections.

I don't knov if you all in looking at those

numbers have any questions.
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COMMISSIONER GUNTER: Huh-uh.

CHAIRMAN WILSON: Any gquestions?

COMMISSIONER BEARD: Let me ask you a question.
Base rate revenues, percent deviation, that negative
figure vhen it exists is vhere they under-projected the
base rate revenues, right?

MR. FLOYD: I don't have a copy of what you are
looking at, and I have never read anything -- is this
vhat Public Counsel d4id? I have never even studled
anything that they have done.

COMMISSBIONER BEARD: I just want to understand the
theory of vhat I'm looking at. A positive figure
represents an over-projection of base rate revenues,
and a negative figure projects --

MR. FLOYD: I don't know, because I don't have a
copy of that.

MS. KUMMER: This is Exhibit 2337

CHAIRMAN WILSON: 337,

COMMISSIONER BEARD: 337.

CHAIRMAN WILSON: Here, why don't somebody get a
copy of it. I think that bottom deviation percentage
is simply a deviation from the forecast and does not
necessarily indicate vhether actual is greater than
forecast or forecast is greater than actual. Maybe it
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MR. PLOYD: Well, it looks to me, you have the
actual. You can see vhich cne is greater. The actual,
for example, on the first column, the actual is greater
than the forecast. 8o the positive must mean --

CHAIRMAN WILSON: Yeah, you're right it does.

COMMISSIONER BEARD: I had it backvards then.

CHAIRMAN WILSBON: 80 a negative number means
that they have over-forecast. I mean they have
forecast higher revenues than they actually received.

MR. FLOYD: Right.

CHAIRMAN WILSON: Or higher megawatt hour sales.

MR. FLOYD: And I should say, I concentrated all
of my efforts on vhat, vhat would be the forecast for
the test year, you knov, vas that reasonable, and I
concluded that it vas reasonable. And in fact, if
anything, they probably over-forecast at that time, and
I had about eight months additional data than vhat they
had vhen they forecast this. I had data through March
of this year, and at that time they wvere over-
forecasting kilowatt hours.

COMMIBBIONER GUNTER: They are probably about
caught up though.

MR. FLOYD: They may, vith the wvarm spring and the
extra hot summer they may be caught up, but it is

supposed to be looked at on a normalized basis. It
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could be cool next year.

COMMISSIONER GUNTER: I understand.

CHAIRMAN WILSBON: A motion?

COMMISSIONER GUNTER: The motion has been moved
and seconded.

CHAIRMAN WILSON: To accept the stipulation?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: All right, 113 wvithout
objection.

COMMISSICNER EASLEY: Where are ve?

CHAIRMAN WILSBON: We are on 122.

COMMISSIONER GUNTER: 122.

COMMISSIONER BEARD: That 1s stipulated.

COMMISSIONER GUNTER: I move staff. Accept the
stipulation.

CHAIRMAN WILSON: All right. The staff
recommendation on Issue 122 is approved. The
stipulation is accepted.

123,

COMMISSIONER GUNTER: I move it.

CHAIRMAN WILSON: The stipulation is accepted
thexe.

Issue 124.

M8. KUMMER: This is wvhere wve run in t¢ problems

because this was based on the stipulation in 115aA, 1if
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equalizing RS and G8, so these numbers will all change.

CHAIRMAN WILSON: All right, let's TP that one
then.

125. The same thing? No?

M8. KUMMER: 125 is essentially the same thing,
although you could make a policy decision on this as to
vhether or not you want to go with the staff's
proposal, vhich is also reflected in Issue 128 on the
design of time of use, vhich in the case of demand
charges puts, sets the maximum demand charge at the
distributicn unit cost and lets the on peak pick up the
balance of it or Gulf's methodology is the load factor
methodology wvhich puts some of the production
transmission in the maximum charge as vell.

And you can make a policy decision on that if you
like at this point. As Marge pointed out there's a
third opttoﬁ, if you vant to put -- it's a variation of
the time of use. You can put sore of the on-peak
demand in the on-peak energy and not load it on the
demand.

MR. JENKINS: Commissioners, on this issue the
staff recommendation, I have been told and am in
concurrence with, but you need to be avare that ve have
a problem with low load factor customers, wvhich lis

going to come up in a later issue that peripherally
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touches this issue.

CHAIRMAN WILSON: Hov so?

MR. JENKINS: When yvou have fully-allocated end
chi:qtl vith lov load factor customers, namely the
lightlﬁi customers and the churches, and I think,
Commissioner Gunter, you may remember that year ve vere
inundated vith complaints from churches. If you don't
let them migrate among, tc different rate classes, you
-~ they, as soon as they turn on their alr conditioner,
they incur a high demand, and then they want to -- they
have very little energy. 8o they get socked with that
demand charge through energy and their cents per
kilowatt hour is quite high.

CHAIRMAN WILSON: What issue is that?

COMMISSIONER GUNTER: More often than not, if I
recall those foiks vere off peak.

M8. MEETER: Actually vhere you had the problem
vas in FPC's case, and they had optional demand rates.

COMMISSIONER GUNTER: That is correct.

MS. MEETER: And you've, no, actually the
Commission decided on the recommendation of the rate
person that you have mandatory, in other words 1f your
demand is above a certain level you had to be on the
demand rate, and some of the customers got 800 percent

increases. 8o that was a different situation.
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MS. KUMMER: The other issue that Mr. Jenkins is
talking about, comes under Issue 148, vhich is on Page
280 of the recommendation vhere ve talk about the 08-4
rate, because the sports fields come into this kind of
a situation as well. They have a falirly high peak
demand vhich puts them on a GSD rate. They have a
relatively lov energy or lov load factor, so they end
up paying more than they would if they wvere alloved to
opt down and take service under the G8 rate. 1It's a
load factor problem.

You folks recently had a letter from a gentleman
in Miami addressing that as well.

COMMISSIONER BEARD: You mean ve got a letter from
Miami that didn't address Caller ID?

COMMISSIONER GUNTER: Time of use.

M3. KUMMER: The opting down provision wvas not
specifically made an issue in this rate case, but it is
a continuing problem that probably needs to be
cddtcsned-lt some point. I'm not sure this is the
place for it. But it certainly is a consideration.

CHAIRMAN WILSON: Does that mean wve ought to
decide 148 before wve get in to these other two issues
or not?

MR. JENKINS: I guess I'm differing here. 1I think

ve need to decide that issue zbout opting down, or else
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ve are going to get inundated with letters from
churches. And it occurs in this Company, and is it
Florida Pover, because both of them, the split point
betveen G8 and GBS demand is 20 kilowatts. Now, it's
not so much of an issue with FPL and TECO, because
theirs is 50.

MS8. MEETER: No, actually it's FPC that 13 50.
FPL is 20.

MR. JENKINS: Okay, I've got it backwards.

MS. MEETER: And FPC vhen ve had that problem in
1980, you came back and addressed it, and you put in a
transition rate to basically let them pay the GS rate.
I think it's set at 20 percent more than the G8 rate so
as to ease the transition between rate schedules.

MB. KUMMER: The problem we have is there is not a
specific issue addressing that in this recommendation.
It vas not a specific issue in this rate case. B8So ve
are trying to address a problem kind of through the
back dooxr, if you will, trying to find a place to fit
it in., It doesn't really -- the issue and
recommendation in 125 and 148 don't really address that
specifically. But it is a problem that is inherent in
the structure of demand charges and in the special
rates.

COMMISSIONER GUNTER: That raises an interesting
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guestion, though as to what is the appropriateness of
that break point as to vhether it should be 20 or 50.

MS8. KUMMER: Right.

CHAIRMAN WILBON: The break point with Gulf is 207

MS. MEETER: Yes. But you alvays have a problem
because you are alwvays going to have --

COMMISSIONER GUNTER: You've got somebody.

MS. MEETER: You've alvays got somebody near the
break point. I think though it may be that it is more
of a problem for some smaller customers. But {f wve let
them opt, then we would have -- there would be a break-
even point, a load factor break-even point vhere your
lowver load factor customers would be on Gs, and your
higher load factor customers would be on GSD, and that
is really vhat ve vant, because that is a better
indicator of costs, it tracks cost more closely than
just saying 20 KW or 50 KW.

CHAIRMAN WILBON: Regardless of how the issues are
laid out, conceptually vhat is the flrst thing wve ought
to address?

COMMISSIONER GUNTER: You vant to take 1487

CHAIRMAN WILSON: Does it matter?

M8. KUMMER: Why don't we go back to 125, and if
you would make a policy decision on vhether you wvant to

qo'vlth the staff time of use essentlially or having
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the maximum demand charge being only distribution and
the balance picked up in the on peak.

¥e can do that. 125, just limit that
to the standard demand charges and vorry about the time
of use vhen ve get to the time of use rates.

COMMISSIONER GUNTER: Wouldn't that make more
sense to do that it vay?

MS. MEETER: Uh-huh.

M8. KUMMER: Because ve have essentlally endorsed
the Company's standard demand rates.

CHAIRMAN WILBON: Motion on --

M8. KUMMER: It's on the time of use that ve
differ.

CHAIRMAN WILSON: Motion on 1257

COMMISSIONER GUNTER: Staff.

MB. MEETER: That is just vith respect to the
ltlndlx& demand charges, right, the non-time of use?

COMMISBIONER GUNTER: That is correct.

COMMISSIONER BEARD: Just a minute.

CHAIRMAN WILSBON: And 128 is the time of use.

MB. KUMMER: That is the overall design of time-
of-use rates.

coﬁnxss:ouna BEARD: I need to ask, ve are on 125,
right, and the staff recommendation --

MB. KUMMER: We are essentially taking the time-
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of-use demand charges out of 125. We are going to look
at those someplace else. All ve are voting on are the
non-time-of~use demand charges on 125.

COMMISSIONER BEARD: Well, let me just read if I
can through your recommendation. The staff's
recommended demand charges are based on the equivalent
peaker cost methodology recommended in Issue 115, which
is not vhat ve adopted.

MS. KUMMER: That's why you have beth of them
here. You have 12 CP and equivalent peaker. You have
both of them listed here because ve didn't knowv which
vay you were going to go.

CHAIRMAN WILBON: The left-hand column is vhat ve
are voting for.

MS. KUMMER: Right, the left-hand column, the 12
CP and 1/13th is wvhat --

COMMISSIONER BEARD: Okay. I thought that was the
case. But I got, I wvas looking at this and it appeared
as though you wvere saying your preference in 115 had
been equivalent peaker and I ~--

M8. KUMMER: No, ve've developed both because ve
did have the primary and the alternate recommendation
in 115 so we prepared both all the way through. You
can ignore anything that says eqguivalent peaker.

COMMISSIONER BEARD: You just gave eguivalent
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peaker the first run this time since it got second run
last tiae?

MSB. KUMMER: We tried to keep them both so that --
to give you the option, vhichever vay you wanted to go.
From here on out you can ignore anything that says
eguivalent peaker.

CHAIRMAN WILSON: Issue 126.

COMMISSIONER BEARD: Move staff.

COMMISSIONER GUNTER: I wvould move staff.

CHAIRMAN WILSON: All right, without --

COMMISSIONER EASLEY: Let me ask, and I've got a
big guestion mark on this one. If I understand the
background on this, wve don't use seasonal rates
anyplace else, is that correct?

MR. TROMBINO: That is correct, Commissioner
Easley.

CHAIRMAN WILSON: We don't have seasons anyvhere
else.

COMMISSIONER BASLEY: Well, that's it. What
seasons you do have are different up here than they are
for the rest of the state, are they not? 1If you
acknovledge seasons,

MR. TROMBINO: I agree with that.

COMMISSIONER EASLEY: About the only ones that I

can think of that are not affected seasonally would be

GOMIA AND ASSOCIATES




@
[ |

19

20

21

22

23

24

25

2917

industrial customers, and the swnall permanent
residential customer, they get affected -- they get
affected by the result of the season. But the
industrial customers are going to have the same demand
problem I.Uould think, ignoring the fact that you need
more air conditioning, but they don'. shut down because
of the seasons like the commercial businesses and the
toﬁ:lst businesses is my line ¢ thinking on this.
That's wvhat I meant by the permanent residential.

Is that the kind of seasonal consideration that
has been given in the past to this?

MR. TROMBINO: Well, the wvay I understand it, that
the seascnal rate basically is just applying to the two
classes, and they are looking at those two classes, and
saying basically that those are peak intensive classes
and that they vary by season, vary by Gulf's load by
season.

COMMISSBIONER EASLEY: 8See, I agree, that if you
are going to have seascnal it probably ought to be
across the board.

MR. TROMBINO: Right, that is our main concern, ve
thlhk that it should -~

COMMISBIONER EASLEY: I don't have any problem
vith that untlil you get to industrizl vho may or may

not be, and I can still say across the board. I am
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trying to understand vhy seasonal wvas in to begin with.
pid it have to do with vhat I think it has to do with,

and that is the fact that they have a summer season
compared to a vinter season for everybody else?

MR. TROMBINO: I think it was introduced when
their air conditioning load startel increasing in the
'S0s and '60s, and I believe that is wvhen they started
putting a seasonal differential.

COMMISEIONER EASBLEY: Well, that hasn't changed.
It has changed?

MS8. MEETER: They have responded, and I believe in
the -- there vas a time period vhere actually their
vinter peaks were higher than their summer peaks. But
vhén they became a summer-peaking utility, then they
put in seasonal rates that reflected the fact that they
vere !'lulncr-pclklnq utility.

COMMISSIONER EASLEY: That is back vith vhat, vith
the advent of air conditioning?

MS. MEETER: I have that data in my file, but I --

COMMISSIONER EASLEY: BSee, I remember when the air
conditioner didn't exist. That is my biggest problem.
I Just don't remember vhen it was.

MS. MEETER: It vas the late '50s.

COMMISSIONER EASLEY: That's about the time the

dinosaurs left. I remember that, too. I don't have
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any heavy-duty feeling on this one, Mr. Chairman, other
than I agree with staff, eilther you have it or you
don't have it. But I was trying to understand the
rationale for why it vas there.

CHAIRMAN WILSON: Well, the staff recommendatlion
indicates that the patterns of coincident peak for
demand rate classes a2lso exhibit seasonal patterns.

COMMISSIONER GUNTER: That is correct.

COMMISSIONER EASLEY: That's vhy I can't agree
that if you go seasonal you go seasonal across the
board. What I don't have a feel for is vhether or not
ve keep seasonal rates. That's vhy I wvas trying to
understand vhy ve had them to begin vith and don't have
them anyplace else.

CHAIRMAN WILSON: You have recommended that ve not
have seasonal rates.

MR. TROMBINO: That is correct.

CHAIRMAN WILSON: And that is because you don't

" feel 1ike there is cost justification for it?

HR..!ROHBIIO= Basically tvo reasons. It's
unclear whether there's a cost justification. Part of
the cvliiﬁco that was presented in the case stated that
Southern doesn't bill Gulf's on a teasonal basis, for

o:liplo, thelr capacity charges, and that vas one of

 the reasons ve thought it wvas unclear that their, that
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;he ultimate customer vas receiving the same kind of
price signal as Gulf was getting from their buyer or
seller.™

CHAIRMAN WILSON: 1Is there any demonstrable effect
from the existence of the seasonal rates over the
y.a:i; I mean has it in fact had any deterrent effect
on usage during the peak season?

MR. TROMBINO: From the data that wve wvere able to
get in the hearing, the last seven years shoved that
the vinter peak to the summer peak was about 85 to 95
percent, and there vere twvo years vhere it actually
exceeded that, vhere last vinter, vhich ve had a very
cold and we had that, that big splke peak.

CHAIRMAN WILBON: We remember.

MR. TROMBIMO: And there wvas another year 1
believe that also exceeded that. From that information
it's not cleax.

CHAIRMAN WILSON: Do you recall vhether the
information that was provided by *he industrial
intervenors on their near peak analysis shoved that
kind of a seasonal -~

MR. TROMBINO: I don't, I don't know.

Cﬂlllyﬁl WILSON: There's a certain amount of

logli‘sggdhin.
/MR. JENKINS: Commissioner Wilson, the logic is if
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you are going to have it, it ought to be all one vay or
the other because it's a system consideration.

CHAIRMAN WILBON: Sure.

COMMISSIONER EASLEY: I don't have any problem.

CHAIRMAN WILSON: I don't have any problem with
that at all. The question is vhether you actually have
seasonal rates or not.

MR. JENKINS: Right.

CHAIRMAN WILSON: There is a certain amourt ot
logic to having them.

MR, JENKINS: Yes, there is.

CHAIRMAN WILSON: Unless I am just misapprehending
the issue.

COMMISSIONER GUNTER: Well, my position, Mr.
Chairman, is that Commissioner Beard and I both moved
it. And so I will just second his, but 1f that had
failed I vas going to say as an alternative we put it
over all classes because it's a demonstrable change
vhen you start revieving by rate class. There is a
change that tracks the summer peaks for those classes.

CHAIRMAN WILSON: I guess vhat raises the gquestion
here is that you indicated that Southern Company
doesn't charge any differently based on seasons. So
vhat ve are talking here is strictly an incentive or

disincentive for use of electricity during periods of
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time of thb_yua:. And my guestion is, is it working?
Is it in fact accomplishing that? 1If there are
reflected costs, if Southern Company vere selling,
doing the same thing to Gulf that Gulf is doing to the
customers, that makes a lot more sense. If they are
not, then it doesn't make a lot of secnse.

MR. JENKINB: 1It's very bothersome, and it sort of
raises in your mind every time you see a thing like
this, if tﬁo seasonal, 1f the seasonal rates really
don't have their roots in the old days of the anti-gas;
that is lower the electric rates in the vinter to keep
that gas itat out. That may be the original reason,
clothed, if you will, in the system load factor and
load balancing.

COMMISSBIONER GUNTER: Well, there is another
reason, too, is that with the tourist industry along
the Gulf Coast is an opportunity to get more of your
revenue from folks who didn't vote. I understand that.

M8. MEETER: The problem is the tourists would pay
it th:ougp, indirectly through G8D, and I mean the

hbt.ll are on the rate that doesn't have a seasonal
~ differentiation.

COMMISSIONER GUNTER: There's a lot --
COHHIBBIOHIR EASLEY: I have to tell you that

that is llke the corporate income tax argument, they
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don't care.

CHAIRMAN WILSON: What are condos on?

COMMISSIONER GUNTER: There's a hell of a lot of
condos, and a hell of a lot of houses down that beach.

CHAIRMAN WILSON: The condos are going to be on a
residential rate, aren't they? Aren't those going to
be on residential rates?

M8. MEETER: Condos wvould be on residential.

CHAIRMAN WILSON: There are a lot more condos than
there are hotels out there.

COMMISSIONER EASLEY: Well, not all condos.

COMMISSIONER GUNTER: Private houses.

COMMISSIONER EASLEY: Are they? Just because they
are a condo doesn't put them on a residential rate if
they are commer~-lial. Renting a condo, I trust.

CHAIRMAN WILSON: Welli, I don't knowv that that is
true either. If you are an individual customer and
have service at your condominium unit, then you are
renting lt‘ghzouqh sSOme agency.

CDMHIllfOItR EASLEY: You may be right. I'm back
on the tax -~

CHAIRMAN WILSON: You are probably going to be cn
a residential rate.

COMMISSIONER EASLEY: I'm back on the tax end of

things again, excuse me.
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MB. MEETER: I think vhat happens on some of
those, I knov somebody who has a time-share there and
the bills on the time-share go to the management, but I
believe there is a meter on each unit, and if that is
true I believe it would be a residential.

COMMISBIONER EASLEY: 1I've got taxes in there. Go
ahead.

COMMISSIONER GUNTER: Let's move it up and down.

CHAIRMAN WILSON: We can move it up and down. I'm
jJust trying to exploxe the logic of it wvhether it makes|
any sense to keep it or not, and I want enough
information to make the right decision here.

COMMISSIONER BEARD: Let me suggest this, 1f the
seasonal rate works, you have a reduction in
consumption. If it doesn't, then you have a, for lack
of a better te:rm, I don't mean to be prejudicial, you
have somevhat of a minor windfall in revenues.

Nov, vhat I read in the staff analysis is there
vas not sufficient data presented in this case to show
that seasonal rates in fact did or do what they purport
0 do, and in the absence of that, I see no point in
continuing sometling wve have no real idea.

CHAIRMAN WILSON: Theoretically then, 1f ve remove
the seasonal rate adjustment, wve'll see that, wve'll see

a change i{f in fact there vas any deterrent effect, or
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if it actually affected use?

M8, KUMMER: Yes, you would think so, that if you
flatten out the rate, then if the summer deterrent, if
there is a deterrent there, is gone then presumably
their demand would go up in the summer.

CHAIRMAN WILSON: There seems to be two reasons
here, one that there may be some deterrent over usage,
and it keeps the peak or the usage during that period
of time from being higher than it might othervise have
been, and the other would be the standard poiicy that
Florida has of nailing the tourists, which I have no
objection to personally. I think it's a good idea.

COMMISSIONER EASLEY: Mr. Chairman, that's a
tribute to the Florida economy.

CHAIRMAN WILSON: 1I'm sorry, it's attributed to
the transitory contribution to the Florida economy.

COMMISSIONER EABLEY: Right.

CHAIRMAN WILSON: Okay.

MR. JENKINS: I think the compelling, driving
thing for eliminating it is that the Company doesn't
think as much of them themselves that they don't have
them in the interchange contract. That is wvhat wvould
drive me.

CHAIRMAN WILSON: Well, that would be a cost basis

for it.
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MR. JENKINB: Yes.

CHAIRMAN WILSON: And the tvo reasons ve have
talked about have absolutely nothing to do with policy.

MR. JENKINS: I undersiand.

CHAIRMAN WILSON: They have to do vith consumer
behavior. You wvant to reduce load during that period
of time or you vant to enhance the transitory
population's contribution to the Florida economy,
neither of vhich have anything to do with cost. That
is pure policy.

MS. MEETER: Of course, it would seem to me that
if Southern has a seasonal problem that they would want
to send a messave to its operating companlies that they
are a summer-peaiking utility, and to encourage the
operating companies to reduce their demands in the
summer. It's the same principle.

COMMISSBIONUR EASLEY: Mr. Chairman, I'm ready to
vote.

CHAIRMAN ¥ LBSON: All right. The motion has been
moved and secrvded. All in favor of staff
recommendatior. signify by saying aye.

Opposed.

M8. KUMMER: The recommendation vas to remove the
seasonal?

CHAIRMAN WILSON: Yes.
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COMMISSIONER GUNTER: 8taff recommendation

CHAIRMAN WILBON: Opposed. I'm going to vote
against that.

COMMISSIONER GUNTER: 127 is moot. 128.

CHATRMAN WILSON: 128.

COMMISSIONER GUNTER: Are the figures on 240, on
Page 240, are they correct?

M8. KUMMER: Those again, Commissioner, are going
to change depending on vhat the revenue requirements
are.

COMMISSIONER GUNTER: Are they correct though?
For instance, I look at the GSDT, are the on-peak and
off-peak figures the same?

MS. KUMMER: Yes, that is staff's position.

COMMIBSIONER GUNTER: Okay. 8o there wvould be no,
there really is no incentive for them to get on there,
is that right?

MS. KUMMER: The demand charge.

COMMISSIONER GUNTER: Well, the demand charge
vould be the only difference, is that right?

M8. KUMMER: Right.

CHAIRMAN WILSON: Does your proposal include a
ratchet or not?

MR. TROMBINO: No, it does not.

CHAIRMAN WILSON: It does not include a ratchet.
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MIBSIOIIR EASLEY: 1'll move staff to get
something out.

COMMISSIONER BEARD: Second.

CHAIRMAN WILBON: Joe. Do you, knowing your
predilections, I look at the on-peak off-peak rates for
the LPT and the PXT classes, and under the Company's
recommendation there is a substantial difference
betveen on peak and off peak. And under staff's it's
level.

MR. JENKINB: Yeah, I would favor a much hlgher
ratio between on peak and off{ peak, but wvhat is
deceiving here is these numbers are without fuel
because ve don't deal with fuel in a rate case. 8o the
actual ratios are going to be much smaller because ve
spread fuel through all kilovatt hours around the
clock. Some variation of fuel, but not much.

COMMISSIONER GUNTER: But fuel is on a kilowatt-
hour basis, isn't that correct?

MR. JENKINSB: That is correct.

COMMISSIONER GUNTER: The fuel component.

MR. JENKINE: The fuel component.

COMMISSIONER GUNTER: 8o there is no differential
is the point that the Chairman makes between on peak
and off peak, and there is a substantial difference

vith the Company on on peak and off peak, and there is
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no differential with staff's recommendation. The only
difference has to do with the demand charge.

CHAIRMAN WILSON: Well, there's a difference in
:osldintlal and PXT.

COMMISSIONER GUNTER: That's right, but in the
higher utilization there isn't any differential in
G8D, LP, PX. That is the plece I didn't understand.

M8. KUMMER: There will be an on and off-peak
fuel differential. That won't change. That would be
handled in the fuel docket the wvay they currently have
an on and off peak in fuel.

COMMISSIONER GUNTER: In a coal burning utility,
help me a little bit. A coal burning utility, which
this is, vhat is the difference between on-peak and
off-peak fuel?

M8. KUMMER: I can't ansver that, sir, I'm not at
all familiar with hov they calculate the fuel.

MR. JENKINB: 1It's very similar, like two cents,
and 2.2 cents on -~

COMMISSIONER GUNTER: The differential is so, is
absolute, could be absolutely so small.

M8. KUMMER: I suspect that's -- logically that is
correct.

COMMISSIONER GUNTER: And i1f you had a utility

with a diversified mix I could understand that a little
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better. We are talking about the application of this
proceeding.

M8. MEETER: You know, there is another variation
that isn't on here, and that would be take the numbers
in the second column and decrease the on-peak KW charge
and increase the on-peak kilowatt-hour charge some.
It's really more appropriate to keep that cost in the
on-peak period because that is cost that has been
considered to have occurred or the cost has been driven
by 12 cP, therefore, you really want to recover it in
the on-peak period.

COMMISSIONER GUNTER: I understand. But help me
just for a second. What is the normal, and I recognize
there vwill be changes, but what is rate for GSD non-
time-of-day in your recommendation? 1It's another
issue. You don't need to look at this one. I'm just
saying wvhat is the rate that would be recommended, had
ve followed staff's recommendation, what was the
kilowatt-hour rate for --

M8. KUMMER: For energy or demand?

COMMISSIONER GUNTER: Demand.

M8. KUMMER: 4.52, I believe, $4 and 51 or 52
cents.

M8. MEETER: 52.

MS. KUMMER: Over on Issue 125.
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COMMISSIONER GUNTER: What was the energy
component? What I wvant to do is just make a comparison
betwveen the tvo.

MR. JENKINS: You wanct to see if the standard rate
is hopefully in between off peak and on peak.

COMMISSIONER GUNTER: Yeah.

MR. JENKINS: It better be or else wve did
something mighty wrong.

MB. KUMMER: If you look back on Page 304 of the
recommendation, ve've got those chart full of numbers
that do essentially I think what you are asking. it's
got the firm and thz time-of-use rates by class and you
wvould need to be looking at the center column, 12 CP
cost of service. 8Staff TOU would be the --

COMMISSIONER GUNTER: See, I'm gettling awvay from,
as a comparison basis, sort of a sanity test. One of
the things you do is you need to £ind out vhat the non-
time-of-day rate would be and compare it with the time-
of-day rates that you have proposed on your rate
design.

M8. MEETER: 1 believe it's the third column. It
says TOU, bnt it's not. 1Is that correct?

M8. KUMMER: The time-of-use rates are designed on
the time-of-use staff methodology. But the non-time-

of-use rates are just non-time-of-use rates. The time-
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of-use methodology doesn't change that.

COMMISSIUONER BEARD: Explain to me how you get the
extreme that you have on and off peak for residential.

MR. JENKINS: It's without fuel.

COMMISSIONER BEARD: Huh?

MR. JENKINS: 1It's without fuel. You put an equal
amount of fuel on both of those and it --

M8. KUMMER: The problem with residential is
residential and GS8 have no demand charge, so all of
your on-peak demand charge go into you on-peak encrgy
charge.

COMMISSIONER GUNTER: I under=tand they have no
demand charge. Okay. But you've got a 10, you've got
a 20 to one ratio on and off peak.

MS8. KUMMER: That, we set the off peak at the
energy unit cost, vhich meant because there is no
demand charge the on-peak energy charge had to pick up
everything else, all the demard, all the transmission,
all the distribution, all of that had to go in the on-
peak energy because thexe is nothing else for it. No
place else for it tc go.

COMMISSIONER BEARD: Well, I still have a problem
vith this utility and the fact that it's a coal-based
utility, and you don't have the diversification of fuel

that ve talked about earlier.
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M8. KUMMER: This doesn't really have anything to
do with fuel. This has to do with production capacity
and transmission line --

COMMISBIONER BEARD: It has to do with demand.

M8. KUMMER: Right.

COMMISSIONER BEARD: And the fuel that is used to
meet that demand is your peak increases, and the fuel
doesn't change. The heat factors will change
obviously.

M8. KUMMER: These numbers don't include fuel.

COMMISSIONER BEARD: I understand that. You are
telling me as ve add units the heat factors and the
components related to that unit are so much greater
that you drive a 20 to one ratio on to off peak?

I understand hov you did it. Don't get me wrong.
I understand hov you arrived at the off-peak number and
then you took everything else and loaded it in tc on
peak.

M8. KUMMER: That 1s just the vay they have
allocated their cost.

COMMISSIONER BEARD: Well, I'm questioning that.

M8. KUMMBR: That was in our cost methodology.

CHAIRMAN WILSON: They substantially allocated all
of their cost to the peak period for residential?

M8. KUMMER: Right.
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MR. JENKINS: Which is correct.

M8. KUMMEZ:: Essentially all of the peak costs,
vhich include all the production and all the
transmission and all of the distribution have gone in
to the on-peak energy charge.

CHAIRMAN WILSON: Okay.

M8. KUMMER: A varliation c¢f that would be to put
the distribution in the off peak, and that would reduce
that differential.

M8. MEETER: Because that vould be comparable to
vhat had been done in the demand rates wvhere the
distribution cost is being recovered.

H8. KUMMER: 1In the maximum charge.

MB. MEETER: Well, in the maximum -- the off peak
-- well, the maximum demand charge.

COMMISSIONER BEARD: What would that do to that
ratio?

M8. KUMMER: We can run it and tell you. I can't
do it off the top of my head. It is -- ve've got a
spreadsheet that I can go back to the cost.

CHAIRMAN WILSON: What is the purpose behind
having the on-peak and off-peak rate?

MS. MEETER: Actually the larger you get that
differential the more cost effective it becomes for a

person to be on time-of-use if their usage is more off
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peak than the class average. But you can, you know,
some people vwill say it's a deterrent, but if you don't
have a large enough differential then people vill say

CHAIRMAN WILSON: Well, I've had this conversation
with Joe on a number of occasions, so I understand that
you can affect the behavior of customers if you make
that differential large enough and they can in fact
move their usage from peak to off peak, and there are
customers vho can do that.

MR. JENKINS: The technology is definitely there
in the GSLD Class, and if you leave this, you leave
rates for a long enough period vith high differentlials,
on-peak off-peak differentials, my guess is that within
five, eight or ten years you will £find that technology
in the RS and G8 Classes as wvell.

CHAIRMAN WILSON: Which would allov them to move
to ==

MR. JENKINS: Which would allov them to move, and
I am thinking more of the storage programs.

COMMISBIONER BEARD: Storage programs at the
residential level?

MR. JENKINB: 1In the large use level, I think you
vould probably get there in five, eight or ten years.
It's being talked about by the utilities.
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CHAIRMAN WILSON: The motivation for the time-of-
use rates as ve are looking at them h~re and as staff
has proposed them is wvhat? 1Is it to reflect costs that
exist peak, off peak? Or is it to reflect a desire to
move usage from peak to off peak?

MR. TROMBINO: I believe it's the vay ve perceive
costs to be driven, and that is the methodology, the
vay the methodology vas set.

CHAIRMAN WILBON: That is wvhat drives it.

MR. TROMBINO: That is vhat drives staff's
methodology.

CHAIRMAN WILSON: Whereas you have an added
element to your concern.

MR. JENKINS: Yes.

CHAIRMAN WILSON: Which is that as a matter of
policy if ve want to levelize load, we wvant to get
people to jump off that peak and on to off peak, you've
got to make the differential large enough that it
motivates them to get on one and stay the hell avay
from the other.

MR. JENKINS: Right.

CHAIRMAN WILSON: And that will likevise drive
systems which will allow that to be done.

MR. JENKINS: That is correct.

COMMISSIONER BEARD: Well, I don't have a problem
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vith that up to a point, and i{f I understood wvhat you
all said, for example, there is no distribution
allocated to off peak?

M8. KUMMER: Off peak energy, yes. And for the
residential classes, true, that's true.

CHAIRMAN WILSON: That's not true for the other
classes though.

MS8. KUMMER: Right.

COMMISSIONER BEARD: I struggle with that
conceptually vhy that would be. I mean if you want to
follow this logically vhat we will do is we'll give it
avay off peak. Okay. I mean you can carry it to an
extreme. And my question is where does it become
extreme?

MR. JENKINS: Well, I think it becomes extreme
vhen you start making non-definitive cost allocatlions,
and by that I mean if there is arguable choice, Jjust
like ve had in that fuel inventory issue a couple of
times back, if there is arguable cholce, I would
allocate it to peak and then to peak period, wvhen there
is arguable choice. 1If something is clearly off peak I
wvould allocate it off peak. But I £find very fewv things
are clearly, I mean without any controversy at all, cff

p..k .

MB8. MEETER: 1 can argue that a transformer cost
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should be recovered on the customers maximum demand,
but you've got to have that transformer there
regardless, right? If he uvses all off peak, you've
still got to have that transformer sitting there.

COMMISSIONER GUNTER: That's right.

CHAIRMAN WILSON: The same thing vith distribution
system.

COMMISSIONER GUNTER: That's right.

COMMISSIONER BEARD: And that's vhere I, in the
residential class --

MS. MEETER: And those costs in the demand rates
have been put into the maximum demand charge so that
everybody pays for costs.

COMMISSIONER BEARD: -- and you can say what you
want about storage, but penetration of the residential
market in the next five years we will just bet on it
nov. Entry in to the market, sure, but the average
customer.

MR. JENKINS: Oh, you mean the percent market, it
vill take avhile.

COMMISSIONER BEARD: Sure.

MR. JENKINS8: And you have got to have some rate
stability vhich ve have not had.

CHAIRMAN WILSON: These are not mandatory.

MR. JENKINS: These are not mandatory.
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CHAIRMAN WILSON: These are voluntary.

MR. JENKINSB: That is the next issue.

MSB. MEETER: Let's face it, 1f everybody shifted
off peak that cost would still be there for those
residential customers.

COMMISSIONER BEARD: You've got it, and a 20
to one ratio is pretty dad-gum extreme.

MR. JENKINS: This ratio I think is much less,
it's probably about four or five to one when you add
fuel. For example, take, add 2.0 to the top number on
RS and maybe 2.2 to the top number or to the on-peak
number. And you will £ind the ratio is a lot less.

M8. MEETER But I think, you've made a point,

Comnissioner Beaxrd, there is some cost there that has
to be there regardless of vhether the customer uses
on peak or off peak.

COMMISSIONER BEARD: 2.0 is on or off peak?

MR. JENKINS: Off peak.

COMMISSIONER BEARD: You've got .205 versus 3.067

MR. JENKINS: Yes. That is about six or seven to
one.

COMMISSIONER BEARD: Well, you distribute your
cost=s based on your assumptions, and your assumptions
are as good as you say they are.

MR. JENKINS: Cost is as costs are defined.

GOMIA AND ASSOCIATES




20

21

22

23

24

25

320

COMMISSIONER BEARD: And my point is that you
can't deliver the energy off peak without some of thcese
costs that have been distributed on peak. I don't know
vhat the ratio is, but I know it ain't zero.

MR. JENKINS: That is a great argument, but if
that argument carries vith it the need to build more
pover plants, then I vould retreat fiom the argument.
It depends on vhat you wvant to do.

M8. KUMMER: To be consistent with wvhat ve have
done in the other rates seeing as RS and GS8 don't have
a demand charge to put max, the distribution in max, it
would be reasonable to put the distribution in the off
peak. I think that's the reason --

COMMISSIONER BEARD: I'm not saying how much you
put in there. But zero is just, you knowv, it's w:iong.

MS. KUMMER: Using the distribution costs wvould be
roughly coﬁplznbla to what you do in the demand
charges. 1It's just that RS and G8 have no demand
charge.

COMMISSIONER BEARD: I would like to see wvhat the
figures are with distribution in.

M8. KUMMER: Okay.

CHAIRMAN WILSON: Where are ve?

COMMISSIONER EASLEY: I don't know.

MB. KUMMER: Then we will defer this cne pending
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the recalculation.

CHAIRMAN WILSON: Are you ready to vote? Do you
vant to wait and see that before you --

COMMISSIONER BEARD: If you've thrce votes, get it
on the table and get it gone. Okay. But i{f you don't
have three votes then I want to look at the residential
time of use with distribution in. I mean I'm no% going
to vaste a lot of time. I've tilt enough windmills in
this case already.

CHAIRMAN WILSON: These are optional, right?

M8. KUMMBR: Yes, time of use are all optional.

CHAIRMAN WILSON: And there is nothing in this
case that is going to change that, is there?

MS. KUMMER: No, ve have not proposed making
anything mandatory. It will not take a great deal of
work to run the numbers.

CHAIRMAN WILSON: VWell, whatever. What is your
pleasure?

COMMISSIONER EASLEY: I'l]l move staff, and then if
after a look at the numbers ve need to reconsider it,
we can reconsider it.

COMMISSBIONER GUNTER: That would be fine.

Cﬂllkﬁlﬂ WILSON: Second?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: All right. All in favor say
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aye.

Opposed.

COMMISSIONER BEARD: No.

CHAIRMAN WILSON: All right. 8o we can --

COMMISBIONER GUNTER: We will have an opportunity
to see those figures though.

COMMISSIONER EASLEY: And if ve need to reconsider
it ~-

CHAIRMAN WILBON: I'll move to do that.

COMMISSIONER EASLEY: 1I'll make the motion to
reconsider it.

MS. KUMMER: Again depending on vhat time ve get
done today, ve may be able to bring it back down today.

CHAIRMAN WILSON: I can tell you right nowv wvhat
time we are going t- get done today. There is ro
problenm.

All right, Issue 130.

COMMISBIONER GUNTER: Five minutes to 12.

COMMISSIONER EASLEY: I assume on Issue 130 the
ansver to the guestion is no, am I correct?

MR. TROMBINO: That is correct.

COMMISSIONER EASLEY: Okay. I Jjust wanted to be
sure I wvas reading it properly. I wvould move staff. I
move staff on 130.

COMMISSIONER GUNTER: I'll second it.
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CHAIRMAN WILSON: All right, without objection.

131.

COMMISSIONER EASLEY: Mr. Chairman, I kind of like
the position that says yes and no. I wvould move staff.

COMMISSIONER GUNTER: I don't have any problenm.

CHAIRMAN WILBON: 1Is staff's, is staff's position
in this -- vhat is Order 171592

MR. TROMBINO: That is the standby order.

CHAIRMAN WILSON: 1Is staff's position here
consistent vith the standby order.

MR. TROMBINO: Yes, it is.

CHAIRMAN WILSON: 1Is Gulf's position consistent
vith the standby order?

MR. TROMBINO: A plece of it is. A plece on the
vay they calculate energy charges.

COMMISSIONER BEARD: Staff's and Gul€'s positions
are not identical so one of them can't be consistent or
neither of them can be consistent. That's a
possibility.

MR. TROMBINO: Using a different part of the
order.

COMMISSIONER EASLEY: That's vhy I like the yes
and no. It depends on how you read it.

COMMISBIONER BEARD: Well, wvhat I understand it to

say is staff and Gulf both agree on the metering
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voltage discounts. The gqguestion is transformer
ovnership, is that correct?

MR. TROMBINO: Yes and no.

CHAIRMAN WILSON: I believe you‘re right. I am
vith you.

COMMISSIONER BEARD: It's much easler.

COﬁHIBIIOIlR BASLEY: I told you guys, yes and no.

COMMISSIONER BEARD: I do not read in Gulf's
position support for transformer ovnership.

MR. TROMBINO: That is correct, Commissioner
Beard.

COMMISBIONER BEARD: I do read support for
metering voltage discounts.

MR. TROMBINO: They propose to discount only the
KWH charge, and wve bellieve it should be both KW and KWH
for the metering discounts.

COMMISSIONER BEARD: And the standby order says,
drum roll, vhat does it say?

MR. TROMBINO: As far as trans --

CHAIRMAN WILSON: Yes and no.

MR. TROMBINO: The transformer costs, I bellieve wve
use the othervise applicable rate schedule in designing
the distribution unit, the local facilities charge in
that orxder, and thlt since transformation costs are

distribution and the charge would be developed in the
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same manner as they are for standby.

CHAIRMAN WILSON: Where are ve?

COMMISSIONER EASLEY: We have a motion.

COMMISSIONER GUNTER: It's been moved.

CHAIRMAN WILSBON: There's a motion?

COMMISSIONER GUNTER: Oh, yes.

CHAIRMAN WILSON: Without objection, staff
recommendation.

132.

COMMISSIONER GUNTER: A stipulation. 1I'll move
staff.

COMMISSIONER GUNTER: 132 is stipulated.

CHAIRMAN WILBON: 1It's stipulated. Let's see.

M8. MEETER: There's a question on 133. You
probably --

CHAIRMAN WILSBON: Hold on, wve are still on 132.
There is a guestion about that.

M3S. MEETER: 8Sorry.

COMMISBIONER GUNTER: Move accentance.

CHAIRMAN WILSON: All right, without objection.

133,

MS. MEETER: You should delete my last paragraph
on that. And I think it's unclear wvhat the, at this

point then wvhat the stipulation is saying because I did

not have the rebuttal testimony before the prehearing
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conference, and I vas saying no, the language as
proposed by Gulf is inappropriate, and that's vhat I
thought ve wvere stipulating to.

COMMISSIONER GUNTER: And are you saying you are
backing out on the stipulation?

M8. MEETER: I'm not backing out on it, but I
think Gulf would like to use their language they put in
the rebuttal. As far as I vas concerned, the
stipulation addressed vhat they had put in thelr
original proposal.

CHAIRMAN WILSON: What is your opinion about the
language --

MBE. MEETER: 8o the current tariff would stand as
is,

CHAIRMAN WILSBON: What 1s your opinion about the
language that is in the rebuttal testimony?

M8. MEETER: The difference betwveen wvhat is in the
rebuttal and wvhat is in the current tariff is it would
allov customers who take supplementary service on PXT
to get the PXT unit cost. Now, my opinion is that that
is not in conformance as much with the order. The
order says it will be the local facilities of the
othervise applicable rate schedule. We have
interpreted that to mean that your standby stands

alone, therefore, based on your standby load you use
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that.

COMMISSIONER BEARD: Move staff.

M8. MEETER: But they would say if you take
supplemental on PXT then you should, this should
apply to, the PXT local facilitles charge should apply
to you.

CHAIRMAN WILSON: Commissioner Beard has moved
staff recommendation.

COMMISSIONER EASLEY: Second.

COMMISSIONER GUNTER: 1'd second.

CHAIRMAN WILSON: Second. Without objection then.

134.

COMMISSIONER EASLEY: Move it.

COMMISSBIONER GUNTER: Move it.

“HAIRMAN WILEON: 135,

COMMISSIONER EASLEY: I would move staff. I wvas
having t:ouhl. figuring out wvhere the disagreement vas
in this one. I don't --

COHMIOI;OISR BEARD: Move staff, or second.

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: All right, without objection,
staff recommendation is approved on Issue 135.

135A.

COMMISSIONER GUNTER: As I understand it, I have

no btobiol with staff's recommendation.
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COMMISSIONER EASLEY: BSecond.

COMMISSIONER BEARD: I think you hit the clue, as
I undexstand it.

CHAIRMAN WILBON: 1Is there a difference betveen
your position and the --

MS. MEETER: Yes. I would say there is really
three basic positions here. One is vhat I have
recommended, wvhich would make this comparable to the
language on Powver Corp's. If you look down in the
staff analysis ~--

COMMISSIONER GUNTER: Yeah.

M8. MEETER: It says dally standby service KW
cqguals. Nov, what I would do is I would replace wvhat
Gulf has on that first, in that first segment. I would
replace that witk the language that is in the
recommendation, which is it's the amount of load
ordinarily supplied by the customers generation.

Presently Gulf's tariff says it's the maximum load
any time betwveen the last time and this time. I know
it will be a little harder to do this, but it will
represent more accurately I believe the standby the
customer is taking.

Now, the industrial intervenors want to simply do
the calculation based on the difference between the

maximum demand occurring in the on-peak hours during
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an outage and the corresponding maximum demand during a
non-outage period.

it i=s my bellief and I believe Mr. Wright agreed or
actually Mr. Haskins sald it, that wvould result in
pover that is really standby pover being billed, being
considered as part of the supplemental load.

80 if you do what I have proposed then you would
make it comparable to the vay FPC'e tariff is set up.

CHAIRMAN WILSON: Is there a motion or was there a
motion already? |

COMMISSTONER GUNTER: There vas a motion.

COMMISSIONER BEARD: Let me, the industrial
intervenor uses the maximum on-peak load during the
outage against the maximum on-peak load during the
non-outage.

H8. MEETER: Right.

COMMISSIONER BEARD: That would be a pretty sveet
deal.

M8. MEETER: Bxcuse me?

COMMISSIONER BEARD: That would be a pretty swveet
deal.

M8. MEETER: Yeah.

COMMISSIONER BEARD: Move staf:.

CHAIRMAN WILSBON: Without objection, staff

recommendation on Issue 135A.
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Issue 136.

MS. MEETER: Here wve really have a logistics
problem. 8Staff --

CHAIRMAN WILSON: Is that in addition to all the
other kind of problems we have or is this --

M8. MEETER: Yes., ©8See, we have to se=t the revenue
requiremenc for this class nov unless everybody is
willing to let it change a few weeks hence, and I am
not sure that everybody wvould wvant to do that. But
both the Company and staff feels the ideal thing would
be to follow whet we did before according to Order
17159 and set the rates at the system unit costs.

We don't have the compliance study with those
system unit cost.. We won't have it for several weeks.

8o 1f we wvant to set the revenue requirement now, then

|
|
|

we'll have to adjust the rates up and down depending on|

how the unit costs turn out. And ve can't really do
that until we have the compliance cost of service

study.

S0 I have put language in there about how we could

do that, that we would basically follow 171593, but the
overall revenue reqguirement would be set now Jjust  ike
vith any other class, looking at thelr relationship to
parity.

COMMISSIONER GUNTER: I don't have a problem with
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it. I move it.

MS. MEETER: And of course, there is in this a
question of what the forced outage rate is used, and
the order says 10 percent. There is an issue, I
believe it's Issue 153, in which the industrlal
intervenors are advocating the use of a lower number.

CHAIRMAN WILSON: sStaff recommendation?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Staff recommendation on 136,

137.

MR. PALECKI: Commissioners, for the record there
is a typographical error on Gulf's position in 137. It
should say "Gulf has nov complied” rather than "Gulf
has not complied.”

MS. MEETER: And there is a second typographical

CHAIRMAN WILSON: It only changes the sense of the
sentence slightly.

MS8. MEETER: The last wvord of the recommendation
should say "case" instead of "class."”

COMMISSIONER BEARD: 1Is that typographical terror?

COMMIBSIONER GUNTER: Move |it.

COMMISSIONER EASLEY: Second.

CHAIRMAN WILSON: All right. This is the --

COMMISSIONER GUNTER: This is the SE rlder.
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CHAIRMAN WILSON: -~ whether it should be a
separate rate class?

MS. MEETER: Uh-huh.

COMMISSIONER GUNTER: Yeah.

MS8. MEETER: Based on the data we have and on the
results of the cost of service study, I think making
it a separate class with LPT and PXT together will not
solve the problem we've got, and I think we will just

have to wvalt until the next case to resolve.

CHAIRMAN WILSON: This recommendation is that they|

not be separate.

M8. MEETER: That's right.

CHAIRMAN WILSON: All right. Without objection,
staff recommendation.

138.

COMMISSIONER EASLEY: Is 138 moot?

COMMISSIONER GUNTER: Is 138 moot?

MS. MEETER: VYeah, I think it's really moot
because I'm basically saying --

COMMISSIONER GUNTER: That's if you had the SE
rider what you would do.

M&. MEETER: Right.

CHAIRMAN WILSON: All right.

COMMISSIONER GUNTER: §Since we don't have that.

CHAIRMAN WILSON: 138 is moot.
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139.

M8, MEETER: I think maybe there 1s one piece here
that ve do need to vote on.

COMMISSIONER GUNTER: What is that?

MS8. MEETEK: And that is that second sentence, if
the approved time-of-use rate design recovers only
distribution system cost in the maximum demand charge
the SE customers should be billed on their maximum
demand vhenever it occurs. Othervise they aren't going
to pay for that.

MS. KUMMER: I think for that point, Commissioner
Beard, they would not be paying distribution.

MS. MEETER: Yes, and if you've got all of the 12
CP related cost in the on-peak charge, that is the cost
they are avoiding by having these flexible time-of-use
periods, but you really do need to have them payling for
that distribution cost, five out of the six have
dedicated substations.

COMHIBSIONER GUNTER: 1I'd move it.

CHAIRMAN WILSON: All right., Without objection
then.

139.

COMMISSIONER BEARD: Whoa. Time out. If you've
got a dedicated substation, dedicated facllities to

thelr use?
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M8. MEETER: Uh-huh.

COMMISSIONER BEARD: You have dedicated
transmission facilities as wvell.

MS. MEETER: Well, that's a good guestion.

COMMISSICNER BEARD: That isn't a gquestion. That
is a fact. You've got to get from the transmission
substation to a distribution substation some way. And
1f that substation belongs solely to them, the

facilities to get the power there belong to then.

MS. MEETER: I think that is true 1n most caszs.
The Company might argue with you on that.

COMMISSIONER BEARD: Then it's not a dedicated
substation.

M8. MEETER: It is a dedicated substation, but I
think that --

COMMISSIONER 3EARD: They don't microwvave
electricity.

COMMISSIONER GUNTER: Not yet.

M8. MEETER: Anyway there is a problem clearly, at

least vith respect to the substation, that if you don't|

bill on the maximum demand, they are just, they are not

|

paying their proper share of that cost.

We can address your other concern in the next ;
i
case, that is actually the position that Public Counsel

took. And I --

|
|
f
!
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COMMISSIONER BEARD: That 1s physical reality,
okay. That ain't hard to figure. Unless they are
taking it at primary -- well, it's still a dedicated
substation.

M8, MEETER: They are taking it at primary. But
it's that the substation is --

COMMISSIONER BEARD: I understand. But I wvas
speaking about a, I call it a primary transmission
substation. In other words high voltage transmission
substation versus a distribution substation, just takes
the trangmission voltage to the distribution voltage.

M8. MEETER: I think in mos=t cases these are just
-- they are distribution substations

COMMISSIONER BEARD: Okay. But the lines regulred
for the pover there --

M8. MEETER: I understand; I understand. Yes,
And it's sometling that we should clearly address in
the next case.

COMMISSIONER GUNTER: All right. We are on Issue
139. Questions, Commissioners?

COMMISSIONER EASLEY: Move staff.

COMMISSIONER BEARD: Let it ride.

COMMISSIONER GUNTER: All right. Staff
recommendation on 139 is approved.

140. Any objections to staff? Commissioner?
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141.

M8. KUMMER: There is a minor typographical error
in the recommendation on 141. The last line which says
546.5, that should be 547.5. The discussion |is
correct.

COMMISSIONER EASLEY: Move staff.

COMMIBSIONER GUNTER: Any objection to staff
recommendation? All right.

142.

M8. KUMMER: 1It's essentially the same thing as
141. 1It's just the PXT class.

COMMISSIONER GUNTER: All right. GCbjection?

143.

COMMISSIONER EASLEY: Stipulated item. 1I'd rmove

it.

COMMISSIONER GUNTER: Stipulated. Accept the
stipulation.

144. Hov about helping me with this one Jjust 1
tad?

M8. MEETER: Okay.

COMMISSIONER GUNTER: Here they are talking about
the differential between the contract and the actual
demand, is that --

M8. MEETER: VWell, there are two problems here,

I believe, Commissioner Gunter, one is they want to use
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the contract demand, and there's a great varlabllity
betwveen the relationship between the contract demand
and the actual demand of the customer. So my feeling
is that whenever you put a rate that is based on that,
there is a lot of potential for manipulation. I[£f you
vere going to do this, vou clearly should have a close
relationship between the demand, the actual demand they
put on the system and the contract demand.

MS. KUMMER: Issue 139 addresses the difference
betveen the contract and the actual.

COMMISBIONER GUNTER: Yes.

MS. MEETER: As I say, I believe that that cemand
varies from zero percent to 300 percent. Furthermore,
they only have contracts with 57 percent of the
customers.

The second part cf it is that this charge is not
projected to generate any revenue in the test year.
And as far as 1 am concerned that doesn't make much
sense.

COMMISSIONER GUNTER: All right. Any objection?

COMMTYSSIONER EABLEY: No.

COMMISSIONER GUNTER: &Staff recommendatlon on
Issue 144.

Issue 145.

MB. KUMMER: Now that we have gotten in into thls,
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I vould like to introduce a nev staff member. This l|s
David Wheeler and he'll be handling the lighting
issues.

COMMISSIONER GUNTER: Nice to see you.

MR. JENKINS: Before you go too far, I've got to

make you avare on this lighting issue a very small nit

exists. 1It's very small. I don't even know it's a

problem. But if you charge a customer to take out
their mercury vapor lighting, they are llable to -- I'm
sorry I'm on 146.

COMMISSIONER GUNTER: I move 145, Mr. Chairman.

COMMISSIONER EABLEY: Second.

MR. JENKINS8: Go ahead.

M8. KUMMER: Again, Commissioners, these numbers
may change slightly depending on vhat the final --

COMMISSIONER EASLEY: What is all of this about
the mercury vapor lights, Joe, on 1467

MR. JENKINS: What it is, 1f you have a charge
for the eliminating the mercury vapor light, customers,

and I don't knov wvhat to do about it, customers would

say, "Okay, don‘t remove my light, I'll just cancel my .
lighting subscription, I just don't want a light. It'si
your light come get it, take it awvay." You don't

charge them for that. Then they say, then next week

they call up and say, “Okay, novw give me a high
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pressure sodium vapor light," to get the lower cents
per kilowatt-hour rate.

It's just a nit that is going to occur, and I
don't know guite wvhat to do about it.

Do you vant do take from it there, Dave, or --

MR. WHEELER: Well, I think, I think vhat he is
addressing is the fact that in our recommendation we
are saying that if the customer requests that they
should come and change out from mercury vapor to high
pressure sodium, the wvay the tariff reads now,
essentially the customers can do that at no charge to
themselves.

and the recommendation, in our recommendation we
are saying that since there is an undepreciated amount
in that mercury vapor fixture, 1f it's asked to be
changed out before it's fallure that they be required
to pay the cost of removal and the undepreciated value
of the fixture less any salvage value.

Nov, wvhat he is saying is that in order to get
around that customers may say, vell, I'll just cancel
my light, and then say, hey, I vant a high pressure
sodium a few days later or whatever,.

That is the problem that he is pointing out.

COMMISSIONER GUNTER: Well, there is another plece

to this, is back in our earlier conservation days there

GOMIA AND ABSOCIATES




20

21

22

23

24

25

340

were big, big programs, street lighting, all the
parking lot lighting and wvhat have you, there was
actual cost recovery that vas allowed programs for
change out of mercury vapor to the high pressure sodium
lights, and 1t vac recovered at no cost to, as I
recall.

MS. MEETER: This is true of all the utilities but
Gulf. Gulf could not show that it wvas cost effective.
They came in with a cost effectiveness.

COMMISSIONER GUNTER: Because of the number of
lights or theixr rates?

MR. JENKINS: Lov marginal fuel costs.

MS. MEETER: 1I'm not sure vhether that was It.

The staff member who worked on that, I think that he
took a very, very careful look at it, «nd it really
just £lat out wasn't cost ecffective to the general body
of ratepayers.

COMMISSIONER GUNTER: Because from a conservation
standpoint that makes a vhole lot cf sense in the
reduction of kilowatt hours, and anything that would
prohibit people from making that change, you know,
intultively you said that is something that you want
everybody to do anyvay, and hov do you get them to do
that other than Joe's where they cancel and re-up?

COMMISSIONER BEARD: Mr. Chalirman, I would move to
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deny that part of staff that wvould have that charge. I
understand that technically that is probably correct,
but when you have conservation issues associated vwith
that, and the gainsmanship that can occur, and I think
ve are bumping our heads to do that in this instance,
and especially vith the mercury vapor.

COMMISSIONER GUNTER: I would second that.

COMMISSIONER BEARD: I fully understand the logic
of the reality.

COMMISSIONER GUNTER: I do, too. 1 accept the
logic.

COMMISSIONER BERRD: Yeah. Just putting it on the
ground it's a different animal.

M8. KUMMER: 80 you are in essence endorsing the
Company's position, which is simply to remove the
current language and not replace it with anything.

COMMISSIONER BEARD: Yeah.

CHAJRMAN WILSON: Any objectlon to that?

COMMIBSIONER EASLEY: No.

CHAIRMAN WILSON: Without objection then, as
amended.

COMMISSICNER EASLEY: 147 is stipulated. I would
move it.

COMMISSIONER GUNTER: I would move it. I would

second it.
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CHAIRMAN WILBON: All right. Without objection.

COMMISBSIONER GUNTER: I would move 148, Mr.
Chalrman.

CHAIRMAN WILSON: 148 is --

COHMISSIONER GUNTER: This has to do with the
subject that Joe spoke of previously of the high dexand
and relatively low --

MS8. KUMMER: This is one of the places that type
of thing £its in in the opt down.

MS8. MEETER: 1In the next rate case we'll addrecs
the opting down; we'll make it an issue.

COMMISSIONER GUNTER: A speciflc issue.

M8. MEETER: Right.

COMMISSIONER EASLEY: Second.

CHAIRMAN WILSON: All right. Without objection
then, staff recommendation is approved on Item No. 148.

149.

M8. KUMMBER: Commissioners, again there's a
typographical error. I do apologize. 1In the
recommendation it should say service charges proposed.

COMMISSIONER EASLEY: I would move staff.

COMMISBIONER GUNTER: Yeah.

M8. MEETER: That one wvas written on Monday
morning, and ve realized --

COMMISSIONER EASBLEY: This has been a whole week
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of Mondays. I don't want to hear about it.

COMMISSIONER GUNTER: The fifth Monday this wveek.

CHAIRMAN WILSON: Issue 150.

COMMISSIONER EASLEY: Stipulated. I would move
it.

CHAIRMAN WILSON: Without objection.

151.

M8. KUMMER: 151 actually ties back in tn 128 and
time-of-use rates. We are simply saying they should
follov vhatever tim:-of-use design ve use for everybody
else.

COMMIBSIONER EASLEY: Move |t.

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Without objection, subject to
revisit it.

M8. KUMMER: Whatever you decide on 128.

CHAIRMAN WILSON: 152.

COMMISSIONER GUNTER: I would move staff.

COMMISSIONER EASLEY: Yeah, second.

CHAIRMAN WILSON: Okay. 8o this allows the self-
generating customer to coordinate their outage and if
their outage and the consequent increase demand occurs
off peak --

MS. MEETER: Or Jjust not in the peak hour that

determines, that is the system.
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CHAIRMAN WILSON: Not in the peak hour that
determines.

MS. MEETER The 1IC payments, then they would
not, they would not pay.

CHAIRMAN WILSON: They could be forgiven that.

MS. MEBTER: Right. But the local facllitlies
charge would still apply.

CHAIRMAN WILSON: All right. Without objectlion
then, staff recommendation on 152.

153.

COMMISBIONER BEARD: Let me ask you a question.
¥hy would you incur a local facilitlies charge?

ME8. MEETER: Well, because it's what you wvere
arguing before, and I agreed with you, those faclilitles
are sitting out there, just because they don't use it
in the system peak hour they've still got to have that
dedicated substation sitting there.

COMMIESIONER BEARD: I'm not guibbling with --

I'm trying to understand the ratchet.

M8. MEETER: You mean on the other pliece, excusing
them from --

COMMISSIONER BEARD: Wait a minute, maybe I'm
misreading. Local facilities charge.

M8. MEETER: Would still be subject to the ratchet

provision vhich means they would still be paying for
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that local facilitlies.

COMMISSIONER BEARD: And I'm not quibbling about
paying for the local facility, but paying with a
ratchet attached to it. I am trying to think through
this,

M8. MEETER: This is not the issue here. Well,
the issue here is whether they can get forgiveness of
this ratchet if they coordinate for maintenance for
both the reservation charge and for local facilitles.
And ve are saying, yes, if it's fully coordinated and
it doesn't get, if they aren't on in that hour, then
it‘s appropriate.

COMMISSIONER BEARD: What is the length of time
for a ratchet charge on a local facility? Excuse me,
go ahead.

M8. MEETER: 24 nonths. 8See the thing is they
have got to have those facilities sitting out there to
serve the customer. Now, vith respect to production
plant, 1f they aren't on in the critical hours, then --

COMMISSIONER BEARD: I understand that, and I
think wve are talking by each other. Okay. There
should be a local facilities charge. I am not
guibbling on that. I am trying to understand applyving
a 24-month ratchet to the local facilitlies charge

associated with that outage.
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MS. MEETER: Well, the language in the order said
they thought that was appropriate to assure that the
customers set a reasonable standby demand. 1In other
vords the level of demand that he expected to have
served. And of course, the ievel that he expected to
have served will have an impact on how large those
facilities have to be.

COMMISSIONER BEARD: Why 24 months?

M8. MEETER: Because ve felt that was a reasonable
length of time; that that should reflect reasonably
vhat he is going to use over time.

MR. JENKINS: Commissioner Beard, vhat has
happened here is we have eliminated ratchets in all
other classes, and it's proven to have Jjust a minimal
rate impact effect. The problem here is for the self-
generating customers is that they are very sporadic.
¥We don't really have good data. So the purpose of the
ratchet is to ensure that the local facllitles are
collected.

MS. MEETER: Yes, that is correct. If you didn't
have it, then in those months in vhich they didn't use
any power you vouldn't be recovering the cost of that
dedicated substation.

MR. JENKINS: And this is the issue that FERC I

think is contesting this with, because we have them for
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these customers and not for reqular rate classes.

MS. MEETER: Well, the vhole rate structure is

different than for our regular rate classes.

CUMMIBSIONER BEARD: I'm not goling to get hung up
on it. 24 months seems like a long time. I know when
they had vholesale ratchets they wvere 13 months, and
you were talking big time then.

M8. MEETER: But we are talking about a very
different type of load here. We are talking about a
very sporadic type of load here. What the customer
could do is set it for zero. 1In fact one customer did,:
and then he goes along with zero until he needs It, andi
then he starts paying for his local facilitles.

COMMISSIONER BEARD: NMove it.

MR. JENKINS: We are charging him for being too
reliable. |

COMMISSIONER BEARD: Brilliant idea.

CHAIRMAN WILSON: All right. 153. i

COMMISSIONER GUNTER: I wvould move it.

COMMISSIONFR EASLEY: BSecond.

CHAIRMAN WILBON: Without objection.

154,

COMMISSIONER GUNTER: I would move that.

CHAIRMAN WILSBON: Yeah.

COMMISSIONER GUNTER: We established rates and wve
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CHAIRMAN WILSON: 155,

COMMISSIONER GUNTER: Move staff.
CHAIRMAN WILSON: Without objection.
156.

COMMISSIONER EASLEY: Move staff.
CHAIRMAN WILBON: Without objection.

158.

COMMISSIONER EASLEY: I would move staff.

CHAIRMAN WILSON: Any questions on this?

COMMISSIONER GUNTER: No.

CHAIRMAN WILSON: Staff recommendation without

objection.

MR. JENKINS: We have the people, the accounting
people here on the issue relnuting to Plant Scherer and

the transformer or transmission rentals. We need that

before we can come up with a revenue number.

CHAIRMAN WILSON: All right. We are about flve

minutes avay from breaking for lunch so you may vant to|

hand that out so ve can look at 1t over lunch and then

ve'll take it up first thing after lunch.

MR, JENKINS: There is the handouter.

CHAIRMAN WILSBON: We are going to adjourn and come

back at 1:45.

(Noon Recess)
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AFTERNOON SESBION

CHAIRMAN WILSON: Here we are again.

MR. ROM1G: With regard to Issue 80, prior to the |
lunch break ve provided you all with a schedule of
Plant Daniel and Plant Scherer transmission expenses,
and the 0&M adjustments that were made by the Company
to remove 0&M expenses and transmission expenses in
their NOI schedule, vhich reflects the §424,000
adjustment that should be made to Plant Scherer
transmission.

We are back to Exhibit 112 which shows the
breakdown between Plant Daniel and Plant Scherer
transmission rental, and the breakdown in expenses vas
verified by amounts contained in the Audit Data Request
No. 33 in the staff audit report, staff audit
vorkpapers.

COMMISSIONER BEARD: Were there other -- excuse
me, go ahead.

COMMISSIONER GUNTER: Let me just ask this
question. In the, on Exhiblit 112, Page 1, that was theI
total Scherer transmission cost, 1s that correct?
Those transmission costs of Plant Scherer for the
entire 25 percent of it, is that right?

MR. BALLINGER: That is transmission rents, yes.

COMMISSIONER GUNTER: Transmission rental, excuse
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me. All right. The adjustments that wvere made to

remove that portion that was still »nder UPS was, that

portion that moved out to support that 149 megawatts
was the $1384, is that right? g

MR. ROMIG: That is correct.

COMMISSIONER GUNTER: All right. £fo there's wvhere
ve got left with the 4247

MR. ROMIG: Yes, sir.

COMMISSIONER GUNTER: All right. And a difference
between the 1384 and the 1390 -- 1339 is that
jurisdictional portion, is that right?

MR. ROMIG: That is correct.

COMMISSIONER GUNTER: All right.

COMMISSIONER EASLEY: I move to reconsider.

COMMISSIONER BEARD: When that adjustment, what

adjustments have been made? I get antsy when wve get

close to the end and 1 start seeing adjustments sitting
by themselves, okay. And perhaps you all have th= |
vhole thing, the components that make up the gross
figure, O&M, that I don't have, so I see the total
nusbers. All I get in the spreadsheet is one number.
Okay. The Company number and then we adjust backwards i
out of that, ckay. I don't get to see it all or I |
don't have it here right today to see what other

adjustments are made.
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I get a little nervous in lsolation and I may be

just totally off base, but I Jjust have a concern.

These numbers right here, I understand exactly what you

are saylng and I don't have any problem vith what I see

here, okay. But I just question where does this

adjustnent, vhere does it go? It goes back into systeml

and out of jurisdictional?

MR. ROMIG: What they have ls the total 0O&M
expenses, total system dollars related tc the entire
pot. The Company comes over to the unit pover sales
column, that is where they adjust it out.
Depreciation, production 0&M, A&G, transmission, *the
vhole gamut, if you will, of expenses that are
assoclated with the UPS contract.

The balance left over after that is then further

jurisdictionalized betveen retall jurisdiction, this

Commission's, and the vholesale portion, which is under

the FERC jurisdiction. I don't know if that is --

CHAIRMAN WILSON: All right, the motlon, what is

that, a motion to reconsider?

COMMISBIONER EASLEY: A motion to reconsider.
CHAIRMAN WILSON: There's been a moticn to
reconsider, and it's been seconded. All in favor of

reconsideration signify by saying aye.

Opposed.
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COMMISSIONER EABLEY: I move staff alternative,
revision recommendation.

COMMISSIONER GUNTER: To eliminate the double
counting.

COMMISSIONER EASLEY: Yes. The newv numbers.

COMMISBIONER GUNTER: Of, on that transmission
line rental which would now be 400 -- which is right?

CHAIRMAN WILSON: 1Is it the 424 is the correct
number or what?

MR. ROMIG: That 1s correct.

COMMISSIONER GUNTER: 424, and not 423.

MR. SLEMKEWICZ: We use the 423 which was the
original recommendation.

MR. ROMIG: The difference is due to some
rounding.

COMMISSIONER GUNTER: $423,000,

CHAIRMAN WILSON: The 423 was in the original
recommendation where?

COMMISSIONER EASBLEY: No, he meant on this, the
original revision.

CHAIRMAN WILSON: You mean on this?

COMMISSIONER BEARD: I still -- I'm not going to
gquit until I am sure of this thing. You've got 0&M,
the sheet of paper you handed me, you've got O0&M

adjustments, major move 149 megawvatts of UPS. Now,
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under there you have three categories, O&M other, "344.
That was adjusted out of 0&M, is that correct?
MR. ROMIG: That is correct. The Company made a

total adjustment of 65,823,000 on their NOI schedules

as contained in on MFR C Schedules, on MFR C-2, Page a.i
In addition it's the variable O&M.

COMMISSIONER BEARD: And the only one you all went|
back in and picked up was transmission?

MR. ROMIG: We went back to find out what the i
components of the 5 million 823 were. And basically to!
verify and assure everybody that -- i

COMMISSIONER BEARD: Before you went back in,
before you went back in yocu had reduced fcherer

transmission by 1763 Jjurisdictional, that is the only

one that you picked up as an issue, transmission rents?
MR. ROMIG: That was an amount that was in Issue
B80.

MR. BALLINGER: Right, because the original reason

Issue 80 was there is because ve had, in the Plant
Daniel transmission rents there vas an amount that was
disalloved the last rate case that the Company
justified, that is why that issue wvas put there to
begin with, Plant Scherer wvas rezlly not argued about
whether it was needed or not. It vas more if the plant

vas going to be needed. So¢ that amount fell out of |
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vhat was budgeted for Plant S8cherer.

COMMISSIONER BEARD: Let me ask you a question on,
it's a Scherer acqguisition adjustment, and I am trying
to understand staff recommendation against the
Commission vote. You show, I am on a comparative rate

base worksheet, you shov an acqguisition adjustment

reduction of 121,000, okay. !

MR. SLEMKEWICZ: Right, because that was in plan’

in service related to the acquisition adjustment.
Hovever, since, in Issue 27 we took all of Scherer out

of plant in service, that would be a redundant

adjustment.

COMMISSIONER BEARD: 8o you got it there Instead
of here?

MR. BLEMKEWICZ: That is correct.

COMMISSIONER BEARD: Okay, that is what I wanted
to understand. And the same thing with the Scherer tax
matter adjustment?

MR. SLEMKEWICZ: That is correct. Those i
adjustments were Jjust if you were going to leave it in i
we vanted to refine the number. And based on my reviev|
of the vote sheet, I believe that the issues listed on
the front sheet are the issues that vere passed,
temporarlily passed, because they were fallout issues.

COMMISSIONER BEARD: As a footnote for my reading
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pleasure, the next rate case wve do this, don't just
narrov dovn to the issues that ve made a change on.
Leave them all in so I can see them, because there vere
some ones that I lost that I would like to see how that
impacts.

Do you folleow vhat I'm saying?

MR. SLEMKEWICZ: On the --

COMMISSIONER BEARD: 1In other words you have
narrowved this only down to the issues generally
speaking vhere there vere changes?

MR. SLEMKEWICZ: Wwell, that is on -- you mean the
front page?

COMMISSIONER BEARD: No, no, no, in the
vorksheets,

MR. SLEMKEWICZ: Well, in the vorksheets, if you
look, there is still the staff recommendation column,
and then there is the Commission vote column, and you
can see wvhere you did not agree with the staff.

COMMISSIONER BEARD: I understand that, but there
vere issues, for example, that say Public Counsel had a
different figure in that would have had an issue, an
item remain in this wvorksheet where I could see it. Am
I making sense?

I won't vaste a lot of time. I can show you

aftervards wvhat I'm talking about. 1It's easier for me
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to track is all I'm saying. I'll have to go get my
worksheets to do it. Actually I think you've got most
of ther. I Jjust missed one or two. It's my fault.

COMMISSIONER EASLEY: Do we need to vote on this?

CHAIRMAN WILSON: Let's stand in informal recess
for a little while and let us go over this.

(Brief recess)

CHAIRMAN WILSON: Any guestions, Commissioners?

COMMISSIONER GUNTER: Mr. Chairman, I have been
through, I only had one gquestion that I resolved, that
vas correctly calculated, and I have been through and
it looks as though it's an accurate representation of a
vote that we took, and lf you vant to we can carry the
individual items or vote for it in mass, elther way you
vant to, plant in service, 1f you want to go through
those.

CHAIRMAN WILBON: What is your pleasure?

COMMISSIONER GUNTER: I would move plant in
service as shown on Page 1.

COMMISSIONER BEARD: I have a question. Again, I
don't wvant to vaste a lot of time. I had some votes
that reflected some d!sagreement wlth certain ltems In
the items listed on the agenda. I'm not sure exactly
how to treat that.

CHAIRMAN WILSON: Well, those are noted on the
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vote sheet so that your vote would be with the caveat
that you had dissented or voted differently on c=rtain
select issues.

MR. VANDIVER: And that will be reflected in the

order, Commissioner Beard, and the legal staff will
come to you and say do you wish to write a dissent on
X, Y and Z issues. And i{f you do, that will be
included in the order.

COMMISSIONER BEARD: For example, 110 annual
operating revenue increase. That is a fallout. It
falls out of different positions.

MR. VANDIVER: So your disagreement as to the ;
individual things will be reflected, and if you wish to|
wvrite something you could in the order.

COMMISSIONER GUNTER: What is your pleasure, Mr. |
Chairman? 11 would move plant in service. }

CHAIRMAN WILSONW: Well, with that understanding i
aboat -- i

COMMISSIONER EASLEY: Yeah, I don't have any |
problem moving the entire item. |

COMMISSIONER GUNTER: I would move them all.

CHARIRMAN WILSON: Look at it in total.
COMMISSIONER EASLEY: Second.
CHAIRMAN WILSON: I do have just one question. I

noticed this in other spreadsheets, and I'm curious as
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to vhat it means. There is a line !n here, No. 79,
that says -~

COMMISSIONER GUNTER: Where are you at?

CHAIRMAN WILSON: I'm on the spreadsheet on Page
2, Line No. 79, that says OPC math error. Is that a
reconcliliation number, is that wvhat that means?

MR. SLEMKEWICZ: Right, vhen they gave me thelr
schedules, it was supposed to represent their brief.

It didn't add up. There vere math errors in there.

CHAIRMAN WILSON: It just represented a difference

in the numbers.

MR. SLEMKEWICZ: Right, because they tolc me this

vas a total and --

CHAIRMAN WILSON: Okay. 8o this vas just an
amount to make 1t reconclle.

MR. BLEMKEWICZ: Right, to make it reconclile to

vhat they gave me as a bottom-line number.

CHAIRMAN WILSON: All right, let's just call that l

OPC reconciliation.

All right, so you have moved the calculation of
these numbers?

COMMIBSIONER GUNTER: Correct.

COMMISSIONER EASLEY: Right.

CHAIRMAN WILSON: 1It's been seconded. And vith

Commissioners Beard's caveat about the individual
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disagreements on certain issues here. All in favor
signify by saying aye.

Opposed. All right.

MR. SLEMKEWICZ: All that leaves on the revenue
requirements side nov is Issue 111, which is the
interim which wve'll be taking up on Tuesday.

CHAIRMAN WILSON: All right.

MR. VANDIVER: And Commisslioners, you may vwisn to
address the mechanics of the bases point reduction.
That in other wvords in two years the revenue
reguirement would go up.

COMMIBSIONER GUNTER: That is included in this
calculation here in this sheet. The flilrst twvo years
it was 11.8, thereafter it was 14 something.

COMMISSIONER EASLEY: Front page of 31.

COMMISSIONER GUNTER: Front page.

MR. VANDIVER: Right.

CHAIRMAN WILSON: There's still a question though
as to hov the mechanics of that work. The rates go in
to effect, just for a rounding effect they go into
effect January 1. They are in effect '91 and '92.
January 1 of '93 do the rates go up by, what is that,
two, three something million dollars autcmatically, or
do ve simply change the rate of return on the

survelllance reports by which you are calculating
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earnings?

MR. SLEMKEWICZ: I think the rates would
automatically go up because the, I believe that is che
vay the, vhat the vote reflects ls that this is in
effect for two years, that absent that they would have
been granted the 14 million starting nov, and that
after thes rates have been in effect for two years they
would go back or they would increase to what they would
have otherwvise got.

MS. KUMMER: And vhat ve would suggest and we have
talked to the Company and they are agreeable to this is
simply treat that increase as you would an interim, an
across the board percentage increase to all base rates

and charges.

COMMISSIONER GUNTER: All customers. i

MS. KUMMER: All customer classes, the same wvay
you do an interim. All base rates and changes.

CHAIRMAN WILSON: So you would calculate what,
today what that increase would be or you would get a
calculation of what the billing units would be at that
time that would produce that amount of revenue? How
are you going to do that?

M8. KUMMER: It will be, okay, Marge suggested
that we do calculate the percentage today, what the

difference would be based on the numbers we have in
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front of us.

CHAIRMAN WILSON: All right. So the Company
vould charge wvhatever rates --

MB8. KUMMER: You approve on Tuesday.

CHAIRMAN WILBON: -- for two years, and at the end
of that tvo-year period thev would apply a factor of
2.3 or 1.1 or vhatever that would be --

M8. KUMMER: A percentage.

CHAIRMAN WILSON: And they would simply 40 that
and it vould be automatic.

MB. KUMMER: They would file new tariffs
reflecting that.

MS8. MEETER: Maybe what we could do 1s calculate
that percentage between nov and Tuesday and bring it
dovn and get that in the record so everyone knows what
it is.

COMMISSBIONER GUNTER: I think that would be
appropriate, because then that rellieves twu years hence

vhat I would call a fight in the parking lot what that

should be. Make that decision nowv so, and you put that

in the order --

MB. KUMMER: That is exactly our thought,

Commiss ioner.

COMMISSIONER GUNTER: -- how that calculation is

to be done very clearly, so you eliminate that

GOMIA AND ASSOCIATES




h 4

20

21

22

23

24

25

362

subseguent proceeding.

MS. KUMMER: Yes, sir.

MR. VANDIVER: Yes, sir.

COMMISSBIONER GUNTER: And that war, and it
relieves uncertainty on the part of staff,
Commissioners, Company, intervenors and everybody as to
vhat in fact happened, and I think wve need to be very
clear on that.

M8. MEBETER: So in other words Iif it's $2.4
million and right nov the present rates yield say $500
milliion, then you would just calculate wvhat that
percentage is and wve would put that in the order.

COMMIS3IONER GUNTER: Yeah.

MS. MEETER: And wve'll provide that to you.

COMMISSIONER EASLEY: Let me ask you about two
separate tariffs. 1Is there any reason to try and go
with one tariff that would be different at the end of
twvo years?

MS8. KUMMER: I think that might be more confusing.

COMMI3ZSIONER EASLEY: Ckay.

M8. KUMMER: You would have two separate rates.

COMMIBSSIONER EASLEY: I Jjust asked. Forget I
asked.

COMMISSIONER GUNTER: I move ve ride.

CHAIRMLN WILSON: Do ve need to do anything else
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this afternoon.

M8. KUMMER: Yes, sir.

CHAIRMAN WILSON: We had what, one or two issues?

M8. KUMMER: We've got some little clean-up |
things.

CHAIRMAN WILSON: All righc.

M8. KUMMER: The biggest issue is on the spread of
the increase and ve've got spreadsheets showing
variation of that.

COMMISSIONER GUNTER: I thought we approved that.

COMMIBSSIONER EASLEY: I did, too.

(Document distributed to the Commission)

COMMISSIONER EASLEY: Is the second one wvhat you 1
all recommended?

MS. KUMMER: Commissioner, none of these are what
you originally saw. These are the variations that vere
suggested because of the concern over the lurge 1

decrease to GS.

COMMISSIONER EASLEY: Mr. Chalrman, could wve take 1
just a minute and tell me again wvhat these three are? g
CHATRMAN WILSON: Let's label -- |
MR. TROMBINO: Okay. You will see one sheet there|
with no increase to G8, no decrease to GS, Column 6.

COMMISSIONER GUNTER: Which one is that? [Is that

the one with the note on the bottom?
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MR. TROMBI(NO: No -- yes, on your copy.

|

CHAIRMAN WILSON: It has a note on tne bottom, and

ve will label that No. 1.
COMMISSIONER BEARD: And that is current policy.
MR. TROMBINO: Yes, that is correct.
COMMISSIONER BEARD: -- 1.5 and no reductlons.

MR. TROMBINO: That is correct.

CHAIRMAN WILSON: The one with the July 27th date

in the corner wve'll label No. 2.

COMMISSIONER EASLEY: They all three have a July
27th date in the corner. I have No. 2 showing RS --
GSs at 1.45 on the index.

MR. TROMBINO: Okay.

COMMISSIONER EASLEY: That would be Column 9?

COMMISSIONER GUNTER: How about making that No.

COMMISSIONER EASLEY: That is No. 2.

or

272

COMMISSIONER BEARD: And that is -- walt a minute.

No. 2 is two times in reduced GS to equal to PS?

MR. TROMBINO: No, No. 2 is one and a half times
and reduced G8 somevhere not gQuite as far.

CHAIRMAN WILSON: That is the sort of in-between
one that I asked them to do in addition to the other

tvo.
COMMISSIONER BEARD: And then the third one will

be the one I asked for, vhich is 1.5 and reduced to
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parity on GS.

MR. TROMBINO: That is correct.

COMMISSIONER EASLEY: All richt. Now, expiain to
me the impact then on the R8 GS, and was that one of
the objectives?

COMMIBSIONER GUNTER: K8 dldn't change on the
other twvo.

COMMISSIONER EASLEY: RS GS? The third one,
because on No. 3 the third one goes further awvay.

COMMIBSIONER GUNTER: Yeah, and No. 2 it goes
further awvay.

COMMISSIONER BEARD: PFurther avay from what?

CHAIRMAN WILSON: What goes further awvay?

COMMISSIONER GUNTER: Well, one of the things ve
are looking at, I was trying to look at, I was looking
at the parity line, vhich is on Line 9. I was running
down the line. The first one you are still avay from
parity, but you are moving closer to it. The third one
that Commissioner Easley just asked about, you had RS
GE on parity on, Sheet 1 vas a .98. With the second
methodology it went to .96. The third methodology it
wvent to .93. It moves further awvay from parity on the
left side.

M8. KUMMER: Commissioners, I'm not sure the RS GS

is very meaningful 1f you are not going to set RS and
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GS rates eqgual. That was put in there primarily
because of the stipulation to shov vhat happens vhen

you combine them or made ~-- or set them equal.

COMMISBIONER GUNTER: Is that what would happen {f
you were to combine them?

M8. KUMMER: That is the combined effecct.

COMMISSIONER EASLEY: Oh, okay.

M8. MEETER: What you need to look at now is
really G8.

COMMISSIONER BEARD: That's right.

MS. KUMMER: What we have done, if you will look
in Column 9 on the index, vhere it says ROR/Index,
those are your parity ratlos, and the goal 1s to get
those as close to one as possible for everybcdy. And
if you go in to the next column you vill see that the
classes, in Column 9 there are a couple of classes that
are still below one. You've got 08-2 and RS that are
both belov one. 1If you go over one m-re columr you
will see that they are getting the max increase, one
and a half times the system average increase., So they
are maxed out. We can't bring them any closer to
parity. Therefore, everybody else picks up the rest of
it.

It's a very simple mathematical game.

COMMISS1ONER EASLEY: It is when you understand
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Absolutely.
GUNTER: But even using one and a
Every,

and Column 9, and I am on Sheet 1.

Take Column 1, compare their parity relationshlips,

everybody moves closer to parity.

MB8. KUMMER:

No, LP has problems. LP LPT mo . es

avay in all the scenarios.

COMMISSIONER
M8. KUMMER:
COMMI SSIONER

M8. KUMMER:

slightly above it.

COMMISSIONER
that moves.
COMMIESIONER
COMMISSIONER
closer to parity.
MS8. KUMMER:
COMMISSIONER
parity.
COMMISSIONER

CHAIRMEN WILBON:

COMMISSIONER

GUNTER: Where?

LP LPT.

EASLEY: Three hundredths.
They start at parity and move

Except for that.
GUNTER: Okay, that is the only one
EASLEY: RS moves.

GUNTER:

Right, moves away from parity
EASLEY: Oh, okay, moves away from
GUNTER: Moves closer to parity.

None of these touch RS?

EASLEY: No.
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COMMISSIONER GUNTER: No, but if you look at Sheet
2 you have the same phenomenon that occurs on Sheet 2
with LP LPT.

M8, KUMMER: Right, it's true in all three
scenarlos.

COMMISSIONER GUNTER: It moves, in fact it doubles
the £irst scenario, does it not?

MS8. KUMMER: Well, yes.

M8. MEETER: The one thing that I think you reed
to remember, at least it influences me, ls the fact
that G8 has been really at a confiscatory rate for so
long. I mean it's been ever since I have been at this
Commission, that I think ve really need to think about
addressing that problem some.

COMMISSIONER BEARD: 1I'll be honest with you, I

can't see reducing anything below parity, okay. And,

but with G8 I don't have a problem with, I won't say in|

violation, but as opposed to what has been prior
practice, reducing G8 to parity, capping the 1.5, for
example, on the RS rates, the net effect, and that is
Example No. 3, you've still got one hanging out there,
the 08-3, that is a ways off. But the rest of them are
all within a pretty doggone good range.

MS8. MEETER: I would point out on 08-3 that, you

remenmber the recommendation on 115, thare were some
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costs that wveren't allocated to that class. 8o I would
point out that this rate of return is somevhat
overstated. I am not sure by how much. But it is
somevhat overstated.

COMMISSIONER BEARD: All the rest of them are
about within a tenth of a percert around parity, a lot
closer than vhat I think ve have ever been in the past,
isn't 1t?

M8. MEETER: The last FPC case ve left people
pretty close to parity. But this is an improvement for
Gulf.

COMMISSIONER GUNTER: As far as ve are looking at
this, we should ignore the RS GS§ column, that shouldn't
even be on here, is that right?

M8. MEETER: Yes.

COMMISSIONER GUNTER: What does that do, is that
just an additive of the RS and GS? That is Jjust a
confusing factor that is on here.

M8. MEETER: Yes, sir. See wve had it set up that
vay because ve didn't realize wvhat the end result was
going to be. And for the other three utilities when we
set the rates egual, then vhat wve did is we targeted
the combined rate of return to parity. But in the
other utilities the G8 rate of return was above parity

vhen you set the rates egual.

GOMIA AND ASBOCIATES




20

21

22

23

24

25

COMMISBIONER EABLEY:

return on the bottom?

M8. MEETER: No ma'am.
money. 1It's just, and the set rate of return. The
gquestion is wvhich classes does it come from.

MB. KUMMER: And since ve are not setting RS and

GS equal, it's ¢ssentially a meaningless line.
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Does it do anything to total

The Company gets the

I've got it.

They can just strike that

I am, even as ve speak.

It doesn't exist. Okay, '

Why didn't we -- vhat wvas

closer to parity, at least by the same percentage of

the R8 and you vent from .87 to .93, and ,ou took that

those that wvere closer to them? For inscance, you takei
|
|

08-1 and 2, and it went from .91 to .94.

COMMISSIONER BEARD: -- I think you've got the 1.5

percent.

H
f
|
\

MS. KUMMER: That is exactly right.

COMMISSIONER GUNTER:

8heet 3 was not bound by that.
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COMMISSIONER BEARD: Yes, it wvas.
M8. KUMMER: Yes, it was, that wvas part one --

COMMISSIONER EASLEY: They all wvere.
COMMISSIONER BEARD: Al. three of them were.
COMMISSIONER GUNTER: Okay. 8o the only

difference there was the proposed reduction in the GS

rates?
|

M8. KUMMER: Exactly. The cap on all of these 's i
one and a half times the system. And the tvo races ‘
that are below parity both got the max increase.

COMMISSIONER GUNTER: The one and 2 half percent
increase, and in that class did we take the one and a
half percent in the RS8?

MS. KUMMER: Yes.

COMMISSIONER GUNTER: The math didn't vork out

then, if the percentage is correct. Take one and a

half percent of one and it willl raise your parity from

.87 to .93, which is --
MS. MEETER: The one and a half applies to the

increase in their total bill, not to the parity.
COMMISSIONER GUNTER: I've got you.
MS8. KUMMER: 1It's 3.43. 1It's one and a half timesg
3.43. l
COMMISSIONER GUNTER: I've got you.

MB. MEETER: The other thing that I would like to
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point out is that the final vote was to avard the
utility 11,838,000, and this scenario is based on an
increase of 14,475,000, so you are setting principles
here.

COMMISSIONER EASLEY: Not numbers.

M8, MEETER: And ve will go back and re-calculate
it, like that 5.15 percent will be lowver because the
increase is lover.

COMMISSIONER EASLEY: Because you are talking
relationships.

MS. MEETER: We are talking about principles over
policy, how do wve do it.

MS8. KUMMER: And those classes which are under
parity get the max of the one and a half, 1f necessary.

COMMISSIONER BEARD: Di¢ you all have a -- I'll
make a -- I'll move No. 3. The reason I'll do that is
even at the 1.45 on, let me f£ind out where I am.

CHAIRMAN WILSON: No. 2.

QDHHI!BIONIR BEARD: GS at 1.8 on No. 1 and 1.45
on No. 2 still stands wvay out compared to the others
with the exception of the 08-3, and there is problems
there. And if you go ahead and take that exceptlon to
GS, use a 1.5 cap on the rest of them, you have done
about as good as you can probably do without skating

and getting carried avay. One and a half times, that
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is correct.

COMMISSIONER GUNTER: Well, my only problem,
Commissioner, is I don‘t mind moving GS8 part of the
vay, but to get them in one fell swvoop I have some
difficulty with that.

COMMISSIONER BEARD: Well, you've got part vay.
It's still 45 percent.

COMMISSIONER GUNTER: Not on Bheet 3.

COMMISSIONER BEARD: 8heet 3 is reducing parity.

COMMISSIONER GUNTER: Sheet 3 goes to reduclng
them to parity.

COMMISSIONER BEARD: That is correct.

COMMISBIONER GUNTER: 8o you are saying Sheet 2 |is

the one you want to go to?
COMMISSIONER BEARD: No, I'm saying Sheet 3.

COMMISSIONER GUNTER: You moved Sheet 3. Sheet 2 i
moves them better than half way. |
E
|

COMMISSIONER BEARD: 1It's still 45 percent over

parity, and it's the only one that sticks out like ;
that, excepting the 08-3 vhere there are some problems,;
and we are not sure vhat to do with it.

ME. MEETER: I wvould say the problems are, it's
clearly paying well above parity even with the
adjustments.

COMMISSIONER BEARD: I understand. Tt's just a

GOMIA AND ASSOCIATES ‘
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matter, it's tough to adjust something wvhen you don't

know vhat you are adjusting against, and I don't knowv

vhat to do about it. Probably should be something done

there, but --
COMMISSIONER EASLEY:

Well, I'm a little bit

uncomfortable taking that big a jump all at one time.

COMMISSIONER GUNTER:

I would offer a substitute

motion. Those adjustments shown on Sheet 2 which

brings them almost six tenths of a percent down, 145

versus previously 2.04.
motion.
COMMISSIONER EASLEY:
COMMISSIONER GUNTER:
COMMISSIONER EASLEY:
COMMISSIONER GUNTER:

the right direction.

That is just a substitute

I'1ll second it.
On Sheet 2.
1'11 second it.

And that is really a move in

CHAIRMAN WILSON: Well, it's been moved and

seconded. All in favor say aye.

All opposed. No.

I was going to vote for your motion.

MS. KUMMER: We've got a couple of more things.

COMMISSIONER EASLEY:
COMMISSIONER GUNTER:

You don't have this one yet.

Yeah, he does.

M8. KUMMER: I'm sorry.

COMMISSIONER GUNTER:

He had three.
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CHAIRMAN WILBON: Commissioner Beard didn't even
support his own motion.

COMMISSIONER EASLEY: Oh, I missed that. Could we
do it again, I wvant to hear.

COMMISSIONER BEARD: I didn't get a second on the
motion. If I'm going to tilt the windmill, I want it
to be a big one I can see. Not a little one I can't
even find.

COMMISSIONER EABLEY: I don't want you to think
this tilting vwindmills has been hard on me, but I'm
really only 22 years old.

COMMISSIONER GUNTER: Mr. Chalrman, may I offer a
suggestion? Is that we have the means --

CHAIRMAN WILSON: Yes. What would that be,
Commissioner?

COMMISSIONER GUNTER: Could I follow your sage
advice and say that wvhen we, at the end of two years
you can f£ix it through that rate structure on GS at the

end of the, at the beginning of the third year?

M8. KUMMER: And not give them any increase wvhen |
the increase goes in? i

COMMISSIONER GUNTER: You could have an offset and|
do that the beginning of the third year and they would
be at parity. 1It's not difficult to do.

COMMIBSIONER EASLEY: Walit, let me ask a question.
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Do I understand that when the penalty goes awvay the
effect is that G8 customers are lined up paying the
difference?

|
COMMISSIONER GUNTER: No, they wouldn't pay any of}
it. They would have a further reduction at that time

\

because you've got a complete re-flling. |

COMMISSIONER EASLEY: Oh, I have it backvards. |

COMMISSIONER GUNTER: They would have a reductlion
at that time, which would carry them down to parity.

MS. KUMMER: Are you actually talking about
reducing their rates in two years or just not glving
them any of the increase?

COMMISSIONER GUNTER: They Jjust wouldn't have any |
increase, wvhich vould move them closer to parity #ith
all classes of customers except them getting an
increase.

COMMISSIONER EASLEY: 1I'll let you guys be the one

to go explain that one.
MS. MEETER: And extend that to 08-3, too?

COMMISSIONER GUNTER: I think {t's not

inappropriate for us to consider that at this time
because it is moving, and that is a regulatory policy
that this Commission has had for a long time to have
each class of customers be at parity.

M8. KUMMER: 8ince GS is not the only one above
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parity --

COMMISSIONER GUNTER: Well, I would move them
both. I would say that they both do not get an
increase at that time, and the remaining would be
spread over the other class of customers.

COMMISSIONER BEARD: Let me suggest from a
practical standpoint when you take the difference
betwveen vhat the rates are as of this, twvo years from
nov vhen you freeze G8 and you freeze 08-3 and you
apply the rest, 1f you move five one hundredths of a
percent or five percent closer to parity with those
actual dollars applied, I believe I would be shocked.

COMMISSIONER GUNTER: S8till it's a movement.

COMMISSIONER EASLEY: I've got to tell you I think
it sounds llke a good idea. I think it's one that the
customers themselves are flat not going to understand,
and --

COMMISBIONER GUNTER: What are they going to --
they going to understand reductions for some classes
and increases for other ones.

COMMISSIONER EASLEY: No. I don't think they will
understand any of it.

COMMISSIONER GUNTER: 1I'm going to move --

CHAIRMAN WILSON: I have changed my mind. I don't

think it's --
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COMMIBSIONER GUNTER: I have already moved --
CHAIRMAN WILSON: We've already done 2.
COMMISSIONER GUNTER: Two.

CHAIRMAN WILSON: All right. What else?

MS. KUMMER: Okay, what did you all declide on
Commissioner Gunter's --

COMMISSIONER GUNTER: No, I could see very quickly
I vasn't going to get a second. So you don't eve:n make
a motion.

MS. KUMMER: Okay. All right, your decision on
121 makes the decision on 115A, which requires you to
reject the stipulation on setting RS and G§ equal.

COMMISSIONER GUNTER: Right.

M8. KUMMER: 1Issue 124 on the customer charges,
given your decision on 121 ve would recommend that you
go with Gulf's proposed charges for RS and GS, which
vas the only place ve differed in the original
recommendation. We had set them eqgual. 1If you are
not going to set the rate classes equal we would go
with what they had proposed. That is on Page 231 of
the recommendation.

CHAIRMAN WILSON: VWhat issue is this?

M8. KUMMER: 1Issue 124.

COMMISSIONER EASBLEY: 1Is that to denial staff

then?
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MS. KUMMER: Yes, it denlies staff and it accepts
Gulf's position. We were in agreement on everything
except RS and G8, and that is simply because they had
not set them egual and ve did.

COMMISESIONER EASLEY: 1I'll move it.

CHAIRMAN WILSON: All right.

COMMISSIONER BEARD: Won't you calculate those

based on what we just voted?

M8. KUMMER: Customer charqges are generally based

on unit costs. They are not based so much on total

revenue. So they wouldn't change unless you re-ran the

cost study some other way.
COMMISSIONER BEARD: True, you're right.
COMMISSIONER GUNTER: Second.
CHAIRMAN WILSON: That is --
MS. KUMMER: I cdon't want to rush you.
COMMISSIONER EASLEY: Yes, you do.
CHAIRMAN WILSON: I think I understand. Without
objection then.

COMMISSIONER EASLEY: What else?

M8. KUMMER: That leaves us with Issue 128, which

is the time-of-use rate design. I re-ran the RS rate

with Commissioner Beard's suggestion. You come up vithf

approximately a six to one ratio on peak to off peak

if you put distribution and spread it over all the
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kilowatt hours as well as energy and then just collect
the demand and transmission on peak. It comes out to
about six to one. 1It's .08705 to .1433. That would be
for RS and GS that you would have that kind of ratio.

COMMISSIONER BEARD: What was the issue. Gilve nme
that number again?

MB. KUMMER: 128. It vas in time-of-use rate
design.

COMMISSIONER EASLEY: Page 239.

COMMISEIONEF BEARD: I think what you just quoted
me vas vhat Gulf Power's position wvas, wvasn't 1t?
Read those figures again.

ME. KUMMER: Again rough calculations based on the
14 xed, is .08705 and .1433.

COMMISSIONER BEARD: You are a splt awvay from vhat

|
|
the Company proposed.
M8. KUMMER: Again that i1s not on the same revenuei
requirement. [
COMMISSIONER BEARD: I understand.
MB8. KUMMBR: Right, so that will change. That is |
basically a ratio.
COMMISSIONER BEARD: I understand.
M8. KUMMER: Which I think might be more
acceptable than the earlier 10.005.

MR. JENKINS: That is without fuel?
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M8. KUMMER: Yeg, that i3 without fuel. That is
base rates only.

COMMISSBIONER BEARD: Sure.

MS8. KUMMER: B8orry, I don't deal with fuel, sc I
don't think about it.

MR. JENKINS: Remember when you put fuel in there,
you are going to come up with & lot lower ratio. You
are going to be telling people that to take, to consume
during the peak periods is almost the same cost as
consuming during the off peak.

M8. KUMMER: It will dilute it somewhat. You've
still got a six to one ratio in your base rates.

COMMISBIONER BEARD: You have about 2.873 against
about 2.35 -- excuse me. You've got .0873 on peak.

MS. MEETER: Plus 2.2,

COMMISSIONER BEARD: Excuse me, I wvas off a digit.

I've got you.

MB. KUMMER: You have ten cents versus three cents
roughly, a little over four.

COMMISSBIONER BEARD: Huh-uh.

MR. JENKINB: That is not going to get any
conservation.

COMMISSIONER BEARD: Ten cents versus three cents?

HMR. JENKINS: For on peak off peak, that's llke a

three and a half to one ratio. You will be bulilding
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pover plants.

COMMISSICNER GUNTER: Well, that is a conclusion
that you are reaching vhen this is a voluntary on peak
off peak anyvay.

MR. JENKINS: 1I've got ten years of experience
that indicates that,.

COMMISBIONER GUNTER: Well, Joe, I give you credit
for your ten years, but how much on peak off peak do ve
have on a voluntary basis, have ve ever had, and wve

have experimented with that.

M8. KUMMER: We have a very, very small -- we've
got 204 billing units on the residential time-of use

rates. It's just miniscule usage as it is.

COMMISSIONER GUNTER: Unless you were giving it 1
avay on off peak thus far, our penetration --

MS. KUMMBER: Residential customers tends not to
shift their hablits no matter. I mean you are going to
cook dinner when you get home from work. You are not

going to cook dinner at midnight.

COMMISSIONER BEARD: That's why I struggle vith
the concept of storage on a residential basis, not thaté
you won't have wvhatever degree of market penetration, ;
but significant market penetration, no.

COMMIBSSIONER GUNTER: Unless you are giving it j

avay off peak.
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CHAIRMAN WILSBON: 1Is that because there |3 not a
sufficient differential between on peak and off peak?

MR. JENKINS: That is correct.

CHAIRMAN WILSON: 8o you will never know it unless

vou actually do it.

COMMISSIONER BEARD: Well, I'll tell you what, I'm\

going to move staff, and we'll have plenty of time to
find out, if we can get anything more than the 200 and
some odd residential units you've got now,

COMMISBIONER GUNTER: Anybody want to bet?

COMMISSIONER BEARD: Come on. You are saylng we
don't have enough. You've got 20 to one out here. and
you are saying that will do the job.

CHAIRMAN WILSON: You are saying it will coume
closer to doing the job.

MR. JENKINS: It will come closer to doing the
job.

COMMISSBIONER GUNTER: Oh, ve had 201 customers.

MR. JENKINS: The next step is you've got to make
it mandatory for large customers.

COMMISSIONER BEARD: VWhat is a large customer?

MR. JENKIN8: I would say above 2,000 kilowatt
hours a month.

COMMISSIONEP BEARD: About how much?

MR. JENKINS: 2,000.
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COMMISSIONER BEARD: 2,0007?

MS. KUMMER: KW,

COMMISSIONER BEARD: KWH. ;

M8. KUMMER: KV.

MR. JENKINS: KW. 1

COMMISSIONER BEARD: I'm talking residential
customers nov.

MR. JENKINS: That's vhat I'm talking abcut.

COMMISSIONER BEARD: Are we talking KW or K¥H?

MR. JENKINS8: KWH.

COMMISSIONER BEARD: 2,000. That takes me in to
effect. Okay. And you are telling me I can get my

three kids, and my wife and me to shift our nabits and

buy those storage devices that are real cheap?

MR. JENKINS: If you had about a seven or elight,

ten to one ratlo, yes. But we would have to wvork on

you for elght or nine years though. {
COMMISSIONER BEARD: Well, I have also got to save|
up the money to buy that storage device up front. |
CHAIRMAN WILSON: The Company Is going to loan you|
an interest-free loan to install those devices so that i
you can do that.
MS. MEETER: To raise your energy charge.
COMMISSIONER BEARD: Just do it.

COMRISSIONER EASLEY: Do something.
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COMMISSIONER BEARD: You pay 33.50 to get somebody
to put load control devices on thelr equipment, and you
can't keep them on.

MR. JENKINS: That 1s only for needle peak.
COMMISSIONER BEARD: It's the behavior of the
customers is wvhat I'm talking about though. You know,
companies are paying $3.50 a month just for you to let
them put a device on that in theory you should never
even knov that was there 1f it operates properly, and

you can't get them to take that, right?

CHAIRMAN WILSON: No, no, that 1s not true.

COMMISSIONER BEARD: You better look at the
percentages in these companies that have been In
business for five or ten years.

CHAIRMAN WILSON: 1 have. Florida Power Corp. has
in excess of 30 percent penetration, and they can't
install them them, they can't install them any faster
nov and they can't even get the equipment. So that's

COMMISSIONER GUNTER: We have a motion to move
staff.

COMMISSIONER EASLEY: Was that a serious motion?

COMMISSIONER BEARD: Yes.

COMMISSIONER EASLEY: Okay.

M8. KUMMER: Do you want the modification that we
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presented on Commissioner Beard's suggeation or do you
vant to the original staff?

COMMISSIONER BEARD: Move staff.

COMMIBBIONER GUNTER: Staff recommendation.
Original staff.

M8S. KUMMER: Okay, and wve'll be back Tuesday
morning I believe with the final rates.

CHAIRMAN WILSON: Yes, we are scheduled for 9:30,
right?.

MR. VANDIVER: We'll £ix the interim at that time.

(Whereupon, the proceedings recessed until Tuesday at

9:30 a.m,)
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PROCEEDINGS
AFTERNHOON SESSION

MS. HARVEY: May I make one comment.

CHAIRMAN WILSON: Well, I don't knov. What is 1t?

M8. HARVEY: I'm not sure vhat you want to do with
this. But I just want to make the comment that 1f you
like the concept of phase out but don't like the wvay ve
have done it, there are alternatives such as ordering
them to file limited information say at the end of 1991
s0 that we could do a phase out. That is just if the
vay ve phased it out bothers you.
(0£f the record)

CHAIRMAN WILSON: Back on the record.

I tell you what bothers me about the phase in is
this idea of having a rate base sort of fluctuate up

and dovn is a little bit disturbing to me. If the

Company, I mean to me the ideal situation would be {f |
the Company needs the power for Plant Scherer or needs |
that capacity that they be in a position to, when they |
need it, purchase that capacity or power out of Scherer;
and then ve'll recover it through purchased cost

recovery or fuel adjustment or whatever, because that
mechanism .s designed for fluctuations in powver needs |

and costs that are in and out and can be recovered on

that basis. This is a, it may be, it verges on bel.ng

GOMIA AND ASSOCIATES




20

21

22

23

24

25

113

unvorkable. I won't flat say it's unwvorkable, but it
just looks so complicated that I don't see how it can
vork. And if Gulf Pover Company needs that capacity
that's associated with Scherer, and I don't know what
kind cf arrangement it would take for them to be in a
position to do that, but they then purchase it from
themselves or whatever, and that those costs, if they
in fact have needed that pover --

MS8. HARVEY: So rather than recovering it --
CHAIRMAN WILSON: Would be reflected in that
fashion and not have the rate base fluctuating up and
dovn with all the attendant confusion assocliated vith

that.

COMMISSIONER GUNTER: That makes & lot of sense to

M8, HARVEY: 80 ycu are proposing that rather than

recovering it through base rates that they in essence

make a unit pover sale and purchase it from theuselves

and recover it through fuel adjustment.

CHAIRMAN WILSON: To me it makes a lot more sense

because you get two things going on there, one 1is

that they vill buy it vhen they need it, which is a

concern 1 hear expressed by several Commissioners here,

and the other is you've got a mechanism that in fact

does fluctuate every six months where you true up and
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mechanism would best reflect and accommodate the

concerns that wve have here.

On the one hand you have got a plant that I'm not

sure vhether anybody disagrees that it was prudently

purchased when they bought it.

I think the understanding as folks knev about that|
vas that you sort of had the arrangement that wvas a
part and parcel of that purchase and the declision to
purchase, and the prudency of it was that off-system
sales because then it vouldn't come to Culf Power's
ratepayers until it was in fact needed, and that wvay
everything would converge at that point so that at the
time that Culf Powver's ratepayers needed that power it

would be there and available and it would have been

purchased at a reasonable cost.

And this business with Gulf States sort of threw
things out of whack. 8o nov you have convergence at
the wrong time. And in order tc accommodate that we

see efforts just to sort of toss it In the rate base

for a while and then it comes back out.

And there's something about that that bothers me a
little bit or it bothers me a lot. S0 it seems to me
approaching it as if it vere a unit power sale to

itself, and it would be passed through and they would
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purchase it wvhan they needed it, we would see it and
reviev it in fuel cost recovery or purchased powver.
Calculations would be much more approprlate.

I don't know vhether that works or not.

COMMISSIONER BEARD: I can tell you why I have a
problem. Gulf Power like the rest of Florida is
growing and adding consumers every yedr, is that not
correct?

MS. HARVEY: Yeah, they're groving.

COMMISEIONER BEARD: And generally speaking
demand, total demand is increasing every year. i

MS8. HARVEY: That's right. |

COMMISSIONER BEARD: Okay. And they are saying to
me through the sales that they have done wlth Scherer 3}
that in 1995 to 2010 they don't need it, or they
wvouldn't have sold it during those time perlods.

M8. HARVEY: Well, they have sald that they do
need capacity but that looking at it at this polint that

it is more cost effective to thelr customers to =ell

Scherer 3 and construct combustion turbines.

COMMISSIONER BEARD: Which translates that they
don't need for thelir ratepayers Scherer 2.

COMMISSIONER EASLEY: Yeah, but what I hear the
Chairman suggesting would seem to me --

COMMISSIONER BEARD: Well, I didn't get to finish
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my point.

COMMIBSIONER EASBLEY: 1I'm sorry, I thought you
vere through.

COMMISSIONER BEARD: My point is that why would I |
send a signal toc the Company to bring thls in here in

fuel adjustment or vherever as a unit power sale, okay,

that I look at, when in fact certalnly in '95 to 2010
J

we would not see in it that form because it isn't there
to do. It's sold, and If you've got growth, why would }
1 expect to see it before then?

COMMISSIONER EASLEY: HNow?

CHAIRMAN WILSON: Yes, Commlssioner. ‘

COMMISSIONER BEARD: Sorry, I'm done. :

COMMISS8IONER EASLEY: Well, the other side of that+
is maybe you don't say specifically unit pover sales to1
yourself, maybe they wculd wind up doing to others vhat]
was done to them, that is they default on the unit }
power sales contract due to their own need. I don't

know, but it would seem to me --

CHAIRMAN WILSON: We definitely don't want to send

that signal out.

COMMISSIONER EASLEY: Well, I'm just, there are
ways to, I understood that there were ways to break the
contract that were not strictly economic. I may

misunderstand that, but anyway, it would seem to me

i

!
GOMIA AND ASBOCIATES

|

&




F

20

21

22

23

24

25

117

that 1f they had to buy unit powver sales to satisfy
their ovn need, they have demonstrated the need, and
vhat I'm hearing everybody saying and what [ see in
this is that the need has not been demonstrated.

M8. HARVEY: I think that 1f we did it that wvay,
left it out of rate base and had them purchase from
themselves --

CHAIRMAN WILSON: I'm not saying ve are approving
anything like that at this point.

M8. HARVEY: That's right.

CHAIRMAN WILSBON: 1'm just sayling, if they needed
that pover then the appropriate mechanism for it to be
reflected anyvhere, I would assume they wouldn't buy
it 1f they didn't need it.

MS. HARVEY: Well, I think that it's --

CHAIRMAN WILSON: Where we would see it would be
in that recovery clause.

M8. HARVEY: I think that {f Scherer 3 was not
permitted into rate base and they wvere to purchase
63 megavatts from Duke Power, or whoever, that the
Commission would say you've got a 20 percent reserve
margin, why do you need 25.

CHAIRMAN WILSON: Exactly.

MS. HARVEY: And so in looking at, {f they

purchase from themselves, I don't know if other things
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would be entered in to the equation, but I think that
it is important to look at the decision-making process
that they used when they acquired Scherer, and I think
that, and this is my opinion, but I think that {f they
made prudent decislions all along the wvay, and something
crazy happened to load, you knov Pensacola blew up or
something and they lost load, and all of a sudden
they've got a 40 percent reserve margin vhich really
looks imprudent, but howv did Gulf Power know that that
would happen.

1 vould recommend approval of the plant because
Gulf Power acted prudently every step of the way and
that's something that you look at when you're looking
at putting a plant into rate base. But when you're
looking at unit power sales, you look at right now do
they need it. And the ansver wvould be no. And the
guestion of were they prudent in all of their actions,
and the ansver would be yes. 8o that's the problem I
have.

CHAIRMAN WILSON: 1 appreclate that, but I don't
see, 1 don't see anything materially different betwveen
wvhat I Jjust sort of suggested and what you are looking
at with a phase out of Plant Scherer.

MB8. HARVEY: That's right.

CHAIRMAN WILSON: 1If I adopt your comment that you
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just made, what we would do is put a 100 percent of
Gulf Power's portion of Scherer into the rate base, and

UPS sales be damned, because the cdeclsion to make that

vas prudent, it goes into rate base period. And you
wouldn't have any of this phasing in and phasing out i
based cn UPS sales. What seems to be driving the rate
base treatment, and I quess the prudence is the offset E
of UPE8 sales, vhere the UPE sales offset it, then you !
put vhat is left in the rate base, and vhere they don't
you put more in the rate base. And as UPS fluctuates
rate base fluctuates.

COMMISSIONER GUNTER: See that is part of my
concern, Mr. Chairman, 1f I may. You know, we, the i
Commission had a hand in pushing Gulf, maybe a f.st,
pushing Gulf to follow through with the purchase of l
scherer 3, originally 1is wvas Scherer 3 and 4, to offset
the construction of facllities at Caryville. 1If it had
not been for the unit power sales, and that's one of
those what-if things, the action of the Commission

probably would have been when it was completed and it

came on line it would come in to rate base.
M8. HARVEY: And they wvould have been asking for ]
212 instead of 63 megavatts. E
COMMISSIONER GUNTER: And would have Just come in i
to rate base even though it would have put you in an J
[
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over-capaclity situation. But what compounded it and
what created, how we got to vhere ve are regardless of
vhat created it, was the unlt pover plece.

And there is vhere I would have a different
situation, 1 would have a different thought process I|f
ve sald all right we lost that plece of the contract,
ve're going to have this percentage forevermore, this
63 megavatts because it would make sense then to say
all right, nov, that is there for the benefit of the
customers prospect!vely forevermore.

But then we say, oh, no, huh-uh, we ain't gecing to
do that. We are just going to keep it for a little
wvhile and our reserve margins are sufficlent that wve
really don't need it. But wve are only going to let the
ratepayers pay for it for a little while and then it's
going back UPS, so ve'll Jjust sell that off going down
the road, but in the meantime while we can't sell it,
the ratepayers should do that.

I have a different -- there are two dlfferent
scenarios, and that is sort of like, you know, you want
the big icing on the cake. If that 63 megawatts is
going to be here from now on I would have an entirely
different problem than I do --

COMMISSIONER EASLEY: Demonstrated need.

COMMISSIONER GUNTER: Well, it the 63 megawatiLs3,
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if they had lost it and the 63 megavatts was there, .
they had it, ve didn't find at the time period ve wvere
party towvards pushing them in to make that purchase,

and wve did, it would make & vhole lot more sense for

that to come in the rate base, and I could swvallovw that

a little better with kind of a true up on the |

settlement that they got with them, and then you just |

go forward. You march. You've got that much capacity

and you go on forward. |

But the hooker really comes, and I reaily don't

knovw how to address it, the hooker really comes to say E
we'll put it in there and let the ratepayers support 1t‘

for 21 months, but then, oh, by the way ve have

contracted it awvay. And during that 21 months, see

there is tvo different scenarios, and during that 21 }
months there is nothing to demonstrate that it's needed{
for the benefit of the customers. Their own testimony ;
vas that reserve margins without that are approximately!

20 percent. |

\
There's a school of thought, you know, somewvhere 1
between 15 and 25 is acceptable. I have seen Ccmpaniesj
that 15 percent was acceptable and ve had a finding onel
time that somevhere around 20 to 25 percent was

acceptable. 8o I separate the twvo.

I'm trying to explain my dilemma in tryling to
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think through it to try and be falr to everybody, but
if we were going to keep it from now on, that it
belonged to Gulf Power period, in the jurisdictional
rate base, I wvould have an entirely different problem
than I do with that in and cut, in and out, and request
recovery from the ratepayers vhen they were unable to
sell it. That doesn't even seem fair and doesn't make
sense. And I don't know howv to get around that.

M8. HARVEY: My comment first is {t's not going
to benefit their customers until the Year 2010. That's
vhen it all comes back in.

COMMISSIONER GUNTER: Pardon.

M5. HARVEY: 1It's not going to benefit thelr
customers until the Year 2010, that is when it all
comes back in.

COMMISBIONER GUNTER: Yeah.

M8. HARVEY: And clearly their load, we expect it
to grov and they will need it at that point.

COMMISSIONER EASLEY: Just a welrd thought. Can
it be structured in such a way that if you left It in
and they sold UPS, that the ratepayers would benefit
from the UPS contract?

COMM1ISSIONER GUNTER: When we get the total
revenue.

MR, JENKINS: 1 would think that can be done.
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COMMISSIONER EASLEY: On the theory that if they
are going to support the megavatts that they would
then, any UPS sales ~-- that's an opposite from a phase
in, or a phase out.

CHAIRMAN WILSON: Are you talking about the 63 or
are you talking about all of {t?

COMMISSIONER EASLEY: I don't know. 1I'll deal
with hovw much of it I'm talking about when I find out
wvhether I can talk about it.

CHAIRMAN WILSOM: Well, I don't know whether you
ought to be talking about the 63 that you can't sell or
you ought to be talking about all of it, some of which
you can sell and in fact have sold.

COMMISSIONER EASLEY: That's an lnteresting
thought, too.

CHAIRMAN WILSON: 1It's not going to do you any
good to bring 63 megawatts in and say you get all the
money from them.

COMMISSIONER EASLEY: Benefits, 1f there aren't
any.

CHAIRMAN WILSON: 1If you can't sell it.

M8. RULE: I believe then you would be talking
about going back through fuel.

COMMISSIONER EASLEY: 1 beg your pardon.

MS. RULE: You would flow it back through fuel?
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COMMISBIONER EASLEY: I don't know. I am asking

a wvhat-if, wild, velrd thought from somebody.
CHAIRMAN WILSON: I think all of us are trying to ‘
drav some loglc out of this situation because it -- !
COMMISSIONER EASLEY: If you could make the rate |
base fluctuate in order to phase it out --

CHAIRMAN WILSBON: It doesn't exactly make sense,
any of it.

COMMISSIONER GUNTER: Well, let me --

CHAIRMAN WILBON: From cone standpolnt, vou've got
an investment, and you have got a plant out here, that
sucker is either in the rate base or it isn't, and the |
jdea that it can kind of truck along out of the rate
base, and then sort of when you need to it drops in the
rate base and then all of a sudden it's back out of thei
rate base and goes on and on, and it doesn't have ‘
anything to do witn need of customers and this, that
and the other.

It's conceptually a little difficult to deal vitn,;
to rationalize over the vhole period of time, and I
think all of the suggestions that have been made here
are trying to drav some logical construct here that
makes the whole thing make sense.

COMMISSIONER GUNTER: Well, there's an 1nterestingi

thing, and the testimony by the gentleman from Southern
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but wvas there during the time period this was sold, I

vould have one comment and then a concern.

The comment |

approval of the operating company, and the operating

i
that vas really stressed on is that it did require i
i
|
|
|

company was signatured to the contract. I

had within the record, it we had the data

the wvhole Gulf portion,

there. That wvould be a concern,

we do have that in for the 63 megavatts.

I think a reviev of the -- do we have the UPS contract

in the record?

COMMISSIONER EASLEY: I thought so.

M8. HARVEY:

contract.

COMMIBSIONER GUNTER:

contract?

M8. HARVEY: We probably have coples,

think in the record.

COMMISSIONER GUNTER: Okay. But i1f you had had
the copy in the record, a copy of the contract in the
record you could have imputed the revenue, you could
have imputed the total amount, whatever amount of the

plant, whether it was the whole 25 percent or the 63

megavatts,

and then had an imputation cof the revenue

GOMIA AND ASSOCIATES
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stream, the total revenue stream, and calculated your
revenue reguirements with that plece in it, and then
impute the revenue on the revenue stream according to
the contract.

Hell, that wouldn't, I could do that. That's an
interesting thought, one I had never thought of.

That's a fascinating thought, because you've got 1t

all. The revenue stream that you receive from Southern

Company, I don't know hov that money flows, but it you

received it from Southern Company would you Jjust impute

it as if the Company got that revenue, that would be a

make-vhole and satisfy everybody going down the road.

The Company wvould probably figure the devil out of that

one.

MR. JENKINS: That is similar to what we did In
'85 for TECO Big Bend

COMMISSIONER GUNTER: TECO, with that ramp down
the -- that's exactly what I was thinking about. ¥e
gave them the opportunity to continue those sales to
Pover and Light. Where d4id it go, 75 down to 25 and
£inally zero, originally.

MR. JENKINS: There we imputed I bellieve at the
G8D or GBLD rate, demand charge.

COMMISSIONER GUNTER: This one would be easlier t

on

(o]

do, Joe, in that you vould have actually the figures 1n{
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the contract. 1I1f you had the figures in the contract,
that imputation of that revenue would not be too
difficult at all to do, Lf that was Iin the record for
us to make the lmputation on.

CHAIRMAN WILSON: Do you want to temporarily pass
that one?

COMMISSIONER GUNTER: Mr. Chalirman, wvhy don't wve
TP this for a short while and see 1f we do have, do a
quick look, have somebody do a quick look and see if
that contract is in. Commissioner Easley came up with
a gem of an idea and see if there vas any reference
made to the entire 25 percent of the Scherer capacity.
Will you get somebody to do that?

COMMISSIONER EASLEY: Do we need to take a break
so0 somebody can do that?

COMMISSBIONER BEARD: No, we need to keep moving.

COMMISSIONER GUNTER: Is there anybody that can
do that? You've got all the lawyers up he:e that are
vorking in there.

MR. VANDIVER: We'll have some folks look through
the record, Commissioner Gunter.

COMMISSIONER GUNTER: Pardon?

MR. VANDIVER: We'll have some folks lcok through
the record and ve'll get back with you all on this

issue.
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CHAIRMAN WILSON: We won't be doing Issue 27 then
either, will we? That does the dollars. Let me ask a
real quick question here. I'm locking at Public
Counsel's position, they don't have, I don't see the I
1IC offset there.

MR. ROMIG: That i= correct.

CHAIRMAN WILSON: And there is a revenue side to
this.

MR. ROMIG: That's right.

CHAIRMAN WILSON: 1[If the adjustments wvere |
appropriately calculated, it would include that item.

MR. ROMIG: It would include the item.

CHAIRMAN WILSON: We'll pass Items 26 and 27.

MR. ROMIG: That's consistent with the treatment
ve accorded 8cherer in tue interim.

CHAIRMAN WILSON: Right.

COMMISSIONER GUNTER: Move 28.

CHAIRMAN WILSON: 287

M8 HARVEY: Should ve come back with it? When

should ve come back with it? Whenever ve're ready with,

it?
CHAIRMAN WILSON: Yes.
28. B8taff position without objection.
29.

COMMISSIONER GUNTER: Move (t.
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30.
COMMISSIONER EASBLEY: sStaff

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Staff without objection.

31.

COMMISSIONER GUNTER: Move 1t.

CHAIRMAN WILSON: All right. Staff without

objection.
CHAIRMAN WILEON: 32
COMMISSIONER EASLEY: Staff

COMMISSIONER GUNTER: HMove 1Lt.

CHRIRMAN WILSON: staff position without

objection.

Item 33.

COMMISSIONER GUNTER: I would move staff's

recommendation on Item 33, Mr. Chairman. I went back

and revieved this, and I couldn't find zany,

justification for an adjustment. I read some opinlon

but I couldn't see anything other than that.

CHAIRMAN WILSON: Well, as I understand the

analysis of the M&8 account, it shows a growth from

year to year.

MR. ROMIG: What it is on the M&sS, 1 took the

amount included in working capital, which is
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I backed out the OPC's adjustment of

2,307,000, which gave me an adjusted balance of

30,096,000.

was 31,000,000.

allov for any growth whatsocever for 199%0,

the adjustment as proposed by Office of Public Counsel.

CHAIRMAN WILSON:

So I said,

expect growvth is what?

customers,

MR. ROMIG:

Well, normal increase,

vait a minute.

the normal operating expenses of the Company.

that you would expect to see?

CHAIRMAN WILSON:

part of the record or anything, but,

magazines and vatch the news, and I see large companles

you know,

1 then compared that tc 1989 actual wvhich
They didn't

{f you made

And the reason that you would

you've got the

you've got the increase in the plant, Jjust

Is that the kind of progression

I mean I know this lsn't

I reaa

using computer controlled inventory methods which in

fact reduce the amount of materials and supplies they

need to have on hand at any given time because they can

cut down on the amount of lead time they need to get

supplies in so they can in fact operate on a tighter

naterials inventory than they had previocusly which

vould be a factor I think that would mitigate against a

constant increase every year.

like

MR. ROMIG:
'84 through

Well, I went back and looked at the,

'90, and in each one of those years
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there's a constant increase.

CHAIRMAN WILSON: I'm not saying there wasn't a

constant increase. What I'm asking ycu is should there
be a constant increase when you have the ability to do
better inventory control with computer models and with

computer connections with your suppliers so tney can be |

avare on a timely basis of vhat kind of materials and
supplies you need so that you don't need to stock six
months worth of an item 1f you can order it from
scaebody and get it in there in three days. There is
no reason to have three months of it sitting there.
COMMISSIONER BEARD: You have a test year. If

you are going to build a growth in a test year for

materials and supplies, you need to bulld growth in the

revenue because those additional customers pay money.

It bothers me n little bit to begin projecting for the

future years growvth.

MR. ROMIG: What we are do'ng here for 1990 is

looking at 1990 as a year just like in all their other

working capital requirements, their plant, their

revenues, their O&M expenses and so forth as opposed to

singling ocut --

COMMISSIONER GUNTER: HMr. Chalirman, 1f I may, one

of the reasons that I moved to, and this wvas agaln

going back, it's always easler to try these cases when
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they are cver than they are when they are going
forvards. But in the peculiar nature of utilities,
probably more electric utilities than other ones that
we have, maybe ve have the same classiflcation in the
case, and I tried to think back about this, because I
was a little concerned about escalation in the growth
of materials and supplies, one of the things that ve
have to do, ve have to find out wvhat the nature of
those materlals and supplies are,.

I can go back to think about a case where the
decay heat pump on a nuclear plant that we fined a
company because they didn't have a decay heat pump
there. We dinged them what? About a half a million
dollars.

CHAIRMAN WILSON: And that is because once ycu
order a nev replacement for a decay heat pump it takes
you about, I don't remember what it wvas.

COMMISBIONER GUNTER: A good long while.

CHAIRMAN WILSON: At least a year or a year and a
half to build the damned thing, so you're foolish to
operate a plant without having that kind of a
replacement part.

COMMISSIONER GUNTER: And see that's kind of where
I come from is in the testimony in the record, we

didn't have that kind of an evaluation in where the
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/
replacement vaé. We didn't do that kind of analysis.

I don't disagree with you philosophically that that is
a place to really squinch up and tighten money.

I recall one time I had a Job of sayling wve've got
to cut expenses. And I valked around, and it sounds
like a nit, but every secretary had a big sld double
cabinet full of office supplies, and ve did away wvith
that and ve gave them vhat they needed right there
during that time period and ve saved literally
thousands of dollars, or wve turned it back into the
government and they gave us credit for it.

But ve didn't go through an analysis in the
proceeding, and I didn't see any evidence in the
proceeding of what kinds of inventory, what is there,
vhere is it placed in order to meet the demands of
rapld response to outages and those kinds of things.
There 1s vhere I was troubled about trying to wrinkle
with it too much, because I dldn't know what I wvas
wrinkling with.

I'm just being honest with you. Hell, like I say,
it's easier to think about guestions you should have
asked at the time.

COMMISSIOKER BEARD: Move staff.

COMMISSBIONER GUNTER: Than wvhere you were

previously.
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MR. ROMIG: I stand to be corrected on this, but I
think vhen management studies goes out and does thelr i
management audits that this 1s one of the areas that
they do in fact get into, like you were referring to
about the computerized ordering and so forth.

COMMISSIONER GUNTER: I would still move staff.

COMMISSIONER EASLEY: Second.

COMMISSIONER GUNTER: I don't have any reason
othervise, except intuitlon.

CHAIRMAN WILSON: Well, I think that I would vote
to leave it level where it wvar.

Anyvay, Item 34.

COMMISSIONER GUNTER: I don't see any reason -- |

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: 211 right. sStaff recommendation
on Item 34 without objection.

Item 35.

COMMIBSIONER GUNTER: Mr. Chairman, here is one I
do have a problem with. We discussed Caryville

previously, was that if you go back and think about the

history of Caryville, they were at the point of

building a power plant, and at that time, you know,
materials vere being delivered and contracts vere belng
entered into and certainly there has been a geologlical

study of the ability of the place at that time to
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support a powver plant, and somebody was crazy for
starting construction of one if they didn't have that.

We come along ten years later and wve do another
one, and there is not any evidence that there is going
to be a geological, you know, when ve are golng to do
it and vould another study be required down the road.
Unless folks know something, and could come demonstrate
that in fact there vas a need even in an intermediate
time period to have this to build a power plant, with
the history that this place has got, I can't support
the expenditure. [ don't think the geclogy of it
changed since the last time it was done in preparation
for building the previous facllity.

COMMISBIONER EASLEY: Could staff comment on this?
Is this something that was required?

MR, REVELL: This is the coriginal. This is not a
nev study. This is the original study.

COMMISSIONER GUNTER: This 13 the original study
that was done when?

MR. REVELL: S8everal years ago, I don't know.

I'll have to look that up.

COMMIBSBIONER GUNTER: Prior to the construction,
prior to beginning construction.

MR. REVELL: Prior to the original beginning of

construction.
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COMMIBSIONER EASLEY: Subseguent to the last rate
case, is that the problem?

MR. REVELL: Yes, it was before then I think.

CHAIRMAN WILSON: Walt a minute. It was before
the last rate case?

MR. ROMIG: It was In the last rate case.

MR. REVELL: All this was included in the last
rate case,.

COMMISSIONER EASBLEY: This wvas wvhat in the last
rate case?

MR. REVELL: This was included and allowed in the
last rate case. The construction --

COMMISSIONER EASLEY: Walt a minute. How many
times do we pay for this?

MR. REVELL: Well, this (s a --

CHAIRMAN WILSON: 1Is this a depreclated numbper?

COMMISSIONER EASLEY: A pro-rated number.

MR. REVELL: No, I don't think so, I think that !s
the original price.

CHAIRMAN WILSON: You mean $692,000 worth of a
study vhich had been capitalized has been sitting there
this time and has not been depreciated or amortized or
anvything?

COMMISSIONER EASLEY: 1Is this the remaining

balance?
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CHAIRMAN WILSON: That's what I'm asking for.

MR. REVELL: I think this is the amount that is
included with the land and the land is not depreciable.

CHAIRMAN WILSON: Yeah, but a subsurface study in
land --

COMMISBIONER GUNTER: If you've got a plece of
land, if you've got a plece of real property out there
and you build something on 1t, everything necessary to
build it, the labor and all of the permitting and
vhatever you have got to do --

MR. REVELL: That vas the rationale for including
this.

COMMISSIONER GUNTER: Well, if that's the original
study that vas done, and that subsurface study would
have been done probably in the '70s, there should be
some amortization of that capitalized item. That ls
not land.

COMMISSIONER EASLEY: I hope [t's not land.

MR. REVELL: We're checking into it.

COMMISSIONER EASLEY: Could we come back to that?

MR. SLEMKEWICZ: I think vhat may have happened
with this, if memory serves me correctly, is that it
vas put into a deferred account pending them going
forvard vith Caryville at some future time, and that at

that point in time that cost would be amortized once a
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unit is completed at Caryville.

COMMIBSIONER EASLEY: 8o they didn't -- {t may
have been put in there but they didn't recover on it,

CHAIRMAN WILSON: They have been earning a return
on it.

MR. SLEMKEWICZ: They have been earning a return
on it, because it's been in rate base as a deferred,

some type of a deferred debit, I belleve.

COMMISSIONER EASLEY: 1Is there any way to know how

much of it they have earned money on?

CHAIRMAN WILSON: All of it.

COMMISSIONER EASBLEY: All of it. Well, I mean,
you know --

CHAIRMAN WILSON: That amount has been constant
since the moment it went In. 1Is that right?

MR. SLEMKEWICZ: That is correct.

COMMISSIONER GUNTER: Well, wouldn't it be
appropriate accounting treatment to allow that item to
be amortized over some time period?

MR. SLEMKEWICZ: Yes, ve could do that.

COMMISSIONER GUNTER: And then it's, it would be
Just like Lif they had built the plant this would have
been included in the price of building the plant.

MR. SLEMKEWICZ: That is correct.

CHAIRMAN WILSON: And it would have been
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depreciated.

COMMISSIONER GUNTER: That would have been
depreciated.

CHAIRMAN WILSON: I mean this is not the kind of
thing that ought to be treated like land where it's
never depreciated.

MR. SLEMKEWICZ: Right, at some future --

CHAIRMAN WILSON: 1It's just been deferred to the
point that you begin deprecliating it.

MR. SLEMKEWICZ: Right.

CHAIRMAN WILSON: But we've had howv many years of
that?

MR. SLEMKEWICZ: That's six years.

CHAIRMAN WILSON: Okay, a few, yeah, too many.

COMMISSIONER GUNTER: It should have been -- Mr.

Chalirman, 1 move staff's recommendation with the

modification that ve --

CHAIRMAN WILSON: Well, we remove it from rate
MR. SLEMKEWICZ: Well, you would still leave the

|

|

|

base. ]
I

|

|

|

CHAIRMAN WILSON: And ve would decide hov to treat

it, vhich wvould be to amortize it over the next 10

years.

MR. BLEMKEWICZ: You would still leave it in ratel
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base however; but the amount would change 1f we put one
year's worth of amortization in the te=t year expenses,
and then we would adjust the 692,000, cr if, again on
average, if you picked a ten-year period to amortize it
ve could say on average we'll just leave half of it in
rate base or, I mean there's a lot of different
scenarios that you could work under.

COMMISSIONER EASLEY: I don't even know how to ask
it.

CHAIRMAN WILSON: 8hould we consider the fact that

this has earned a return for the last =2ix years?

COMMISSIONER EASLFY: Thank you. Yeah, and how dc

ve do that? [

CHAIRMAN WILSON: As some sort of offset or
something.

COMMISSIONER EASLEY: 7T think that is what I wvas
trying to get to, it seems like an --

CHAIRMAN WILSON: It seems to me llike an ltem like

this, 1f the reason that it was put in the way 1t was,

was in contemplation that within a relatively short
period of time you would have a plant constructed therc;
and then this would go into capital accounts that wouldi
be depreciated that it would not sit here like this for.
six or eight years, and as it's been, as it vas

supposed to be treated for another 10 years to be
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|
1
unamortized. :
|

MR. SLEMKEWICZ: Of course, I think the rationale |

vas that because it was work done on the land and !t's
that subsurface study that it was more directly tied to
vhatever happened to the land and that until some units
vere constructed there that it wvas going to be treated

as though it were a plece of land, as a cost of the

land, because it was to evaluate the sultablility of

that land.
COMMISSIONER EASLEY: They are say!ng the value of

an ongoing result of a study attaches to the land, the

value does.
MR. SLEMKEWICZ: Right. i
COMMISSIONER EASLEY: Yeah. Okay, that is the
first time that's made any -- I'm not sure I buy it,
but =~
CHAIRMAN WILSON: That doesn't persuade me.
COMMISSIONER EASLEY: At least I understand it.
MR. SLEMKEWICZ: I belleve that ls the ratlonale
that was used to defer this in the first place.
COMMISSIONER GUNTER: Mr. Chairman, sc that wve canl
move on, I just move that ve modify staff's
recommendation that the cost wvould remain !n the rate
base and be amortized over a 1l0-year perlod.

CHAIRMAN WILSON: All right. Now, what would be
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the unamortized balance that would go in at this
point? What -~

MR. SLEMKEWICZ: 1If we are going to amortize it
over 10 years, it's basically §$69,000 a year, and the
effect on the rate base would be to reduce that 692,000
by about $35,000, because it would only be like one
half of the yearly amortization. A 1lJ-month average of
a l12-month number is one half of that number.

CHAIRMAN WILSON: Yeah.

COMMISSIONER BEARD: I need you to balance ny

check book.

CHAIRMAN WILSON: I understand.

MR. SLEMKEWICZ: That is the way that the math
wvorks on that.

COMMISSIONER BEARD: Well, that doesn't work for
me, okay. Now, you have got to figure this In the rate
base, the total cost of the study.

MR. SLEMKEWICZ: That is correct.

COMMISSIONER BEARD: You are going to amortize

that over 10 years.
MR. BLEMKEWICZ: That is correct.
COMMISSIONER BEARD: The net effect for the pericd:
should be approximately one tenth of that amount for an!
expense in each of those 10 years.

MR. SLEMKEWICZ: Except on the rate base side you
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are talking about the 13-month average.

COMMISSIONER BEARD: 8o 1 take that --

MR. SBLEMKEWICZ: So you are amortizing it on a
monthly basis over the year, so therefore the 1l3-month
avecrage effect is essentially one half of the $69,000;
that is the rate base effect.

COMMISSIONER BEARD: I've got you. I
misunderstood vhat you said earlier.

MR. BLEMKEWICZ: The expense effect is 69,000.

COMMISSIONER BEARD: Okay, you scared me for a
minute there.

CHAIRMAN WILSON: All right. Whatever.

COMMISSIONER BEARD: I need to only do one thing.
1 generally, given that carry Caryville is staying in,
I think that is an acceptable option, but that doesn't
change my option €rom the earller one.

CHAIRMAN WILBON: Sure.

COMMISSIONER GUNTER: I understand.

COMMISSIONER EASLEY: 1I'll second the motion.

CHAIRMAN WILSON: All right, with that
modification then.

MR, VANDIVER: 36 ve walt on.

CHAIRMAN WILSON: All right, 37.

MR. PALECKI: Just some clarification on Issue 35.

The amortization, is that from the date the study vas
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completed?

COMMIBSIONER GUNTER: No, the study was completed
vay back vhen. This is retroactive ratemaking.
Everything ve do is prospective.

MR. PALECKI: 8o ve are amortizing it from today.

COMMISSIONEF GUNTER: Yeah, you can't go back and
retroactively do that.

MR. PALECKI: From the date of the order.

MR. SLEMKEWICZ: A full year's worth of
amortization will be reflected in the 1590 test period.

COMMISSIONER GUNTER: That ls correct.

MR. SLEMKEWICZ: The actual booking will be
different, but for test period purposes, that's the
way it wvorks.

COMMISSIONER GUNTER: Issue 37.

CHAIRMAN WILSON: Issue 37.

COMMISSIONER GUNTER: I want to tell you what,
you can read cost of capital analysis testimony, and
that testimony is something like a Plastic Man Comic
Book for those of you that are old enough to remember
that. And this is almost, you could pick anything
between 11 and 15.6 I think, in reading everybody's
end-up positions and assumptions and what have you that
went in to it. That is the amazing part of saying that

it's, I wouldn't say it's invalid, but it's just,
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vhatever assumption you plck, you plug those assumption

numbers into a model and get, there's your results.

Mr. Chairman, in light of where we have be=n on
previous cases, on companies of comparable risk bond
ratings and vhat have you, I'm not uncomfortable with
the recommendation that Mr. Seery put forth, wvas
rounded up in the recommendaticn on Issue 37.

COMMISSIONER EASLEY: That is a move for staff?

COMMISSIONER GUNTER: Uh-huh.

COMMISSIONER EASLEY: Second.

CHAIRMAN WILSON: Commissioner, any comment?

COMMISSIONER GUNTER: Anybody vant some
alternative?

CHAIRMAN WILSON: My oplnion is the cost of

capital is probably closer to 12.8 than it is to 12.3,

but I have been on the losing end of that vote a number

of times.

COMMISSIONER GUNTER: Well, it's kind of a
judgmental thing.

CHAIRMAN WILSON: Sure.

COMMISSIONER GUNTER: I'll listen to argument.
I'11 be honest with you. I came, this is the piece,
that Mr. Stiles came in the office this morning and I
came in at 7:15 and vas sitting in there and I wanted

to see 1f 1 could glean any more, and tryling to take
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something based on the record of how to get there from
here.

COMMISSIONER BEARD: I'm a little uncomfortable
at that flgure to be honest with you. We have done

12.8 on some companies that would in my opinion be more

risky than this Company, but that's a pretty good jump |
to 12.25 for me.
COMMISSIONER GUNTER: Cut the difference?
COMMIBBIONER BEARD: The difference would be? é
COMMISSIONER GUNTER: 12.55
CHAIRMAN WILSON: 12.5, 12.55.
COMMISSIONER GUNTER: Yeah.
COMMISSIONER BEARD: That would be more livable.
COMMISSIONER GUNTER: I would except that.

COMMISSIONER BEARD: Would that make you happlex?

COMMISSIONER GUNTER: I'll withdrawv my --
CHAIRMAN WILSON: It may be more, but I'm still
of the opinion that the cost of capital is about 12.8

percent.

COMMISSIONER BEARD: I guess to me 12.55 would be
relatively conaistent with 12.8 for a telephone
company, and I understand that you probably think they
may need to be a little higher than that but that lis
the way ve came out. I would have difficulty --

CHAIRMAN WILSON: Many telephone companies are
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around 13 actually.

COMMISSIONER BEARD: I know. Your option is that
there's particularly twvo votes for 12.25.

CHAIRMAN WILSON: Yes. Is that a substitute
motion that you've made for 12.557

COMMISSIONER BEARD: Yes. |

COMMISSIONER GCUNTER: You want to pass the gavel

and make a motion?
CHAIRMAN WILSON: I don't think it would get
anyvhere based on the discussion I've been hearing.
Is there a disagreement for 12.55?
COMMISSIONER GUNTER: 1I'll second that 12.55.
CHAIRMAN WILSON: All right. 12.55 has been
moved and seconded. All in favor say aye.
Opposed. [

COMMISSIONER EASLEY: Is that 5 or 557

CHAIRMAN WILSON: 55. |
MR. VANDIVER: Commissioners, Item No. 38 lis |

another one of those judgment calls. The positions of

discussion, and it's nowv being handed out to you. The

r
the parties vere inadvertently omitted from the staff's
1
\
issue here is mismanagement.

|

COMMISSIONER GUNTER: Could we slip on or TP this
one and come back after we've had a chance to read it

and think about it? We'll have a break time before wve
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get through.

CHAIRMAN WILBON: Okay, ve'll come back to Issue

No. 38.
Let's do Issue No. 39.
COMMISSIONER BEARD: Stipulated.
CHAIRMAN WILSBON: S8tipulated, that's right.
COMMISSIONER GUNTER: Move it.
CHAIRMAN WILSON: Issue 40.
COMMISSIONER GUNTER: Move it.
COMMISSIONER BEARD: Move 1t.
CHAIRMAN WILSON: Now, that is removing --
COMMISSIONER GUNTER: The non-utllity investments.
CHAIRMAN WILBON: What does that include?
MB8. BALAK: A lot of it has to do wlth the
appliance business, the majority of that.
CHAIRMAN WILSON: All right. This is sod farm and
appliance sales. E
MS. SALAK: Uh-huh. |
CHAIRMAN WILBON: Non-utility business,. l
M8. SALAK: Sod faim, right. :
CHAIRMAN WILSON: All right. sStaff recommendationi
on Issue 40. }
Issue 41. Commissloners, I'm going to have to i
disagree with vhat staff has recommended here. 1It's myi

opinion that temporary cash investments probably ought
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to be removed pro rata from the capital --

COMMISSIONER GUNTER: Pro rata across all sources
of capltal. ;

CHAIRMAN WILSON: I don't see any reason for
taking it out of equity.

COMMISSIONER BEARD: Once you've got that money |
in, I don't think you can trace it. I'll move {t. i

CHAIRMAN WILSON: You move that. Any objecticn to
that?

COMMISSIONER GUNTER: I think steff wanted to
comment on it. Did you want to comment on that?

MS. SALAK: I was just going to say this is the
flipside of issue 21. What is troublesome to staff or
at least vhat is troublesome to me !s how much burden |
of proof there should be. Do you like the concept or
do you agree vith the concept that 1f a utility can
prove that temporary =ash investments are required for
utility service that it should be included in rate base
vith temporary cash investments being offset?

CHAIRMAN WILSON: Well, if it's not utility

service, vhat is it? I mean I can see vhere a sod farm

is not utility-related service, and I can see vhere ;
appliance sales is not utility related or orange groveei
or vhatever, but, unless they are a bank, I'm not sure

hov you get there with temporary cash investments.
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MS. SALAK: I guess my question ls more the
£lipside, if they can shov that a cash balance is
prudent, that it should be included, 4o you belleve
-- it's more of a policy vhere we should go forvard.

Should we pursue, if they can showv that cash is

necessary for the provision of service, and a certaln

cash balance should be there, that we should be
including it?

CHAIRMAN WILSBON: Uh-huh.

MS. SALAK: So I guess on Issue 21 basically ve
are saying, well, $6 million may be a reasonable
amount, howvever, they did not prove their burden of

preoof that it should be included in rate basme.

And this is the flipside of that. Well, 1f they

didn't prove their burden of proof, that they should be

included in rate base, and was necessary for the
provision of utility service, then maybe it should be
coming out of equity, either because it's not prudent
cash management or because those temporary cash
investments could have been used to draw down their
eguity or vhatever. It's just the flipside and it's
more of vhere we should be going from a policy
standpoint.

CHAIRMAN WILSON: Well, I don't think that that

necessarlly follows. 1 can see where a company makes a
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risky investment or an investment that is totally non-
utility related, like a sod farm, and I think the risk
of that ought to be borne by the stockholders of the

company. They can take a hundred percent out of

eguity. But I don't, I am not making that logical jumpi

of temporary cash investment.

COMMISBIONER GUNTER: 8ee, one of the things, your
recommendation, only a plece of your recommendatlion is
not being adopted. And I go to 21, and maybe you say
it's a complete flipside, but there's a decision as to
vhere it would be removed from. Not that it would not
be, it's not just straight from equity. Yes, you
should, it should come from all sources, and I am
having trouble seeing wvhere 21 is the flipside of 41.

MS. SALAK: It only is in the sense of burden of
proof. That is the only flipside of it that I wvas
trying to get at.

COMMISSIONER GUNTER: Okay.

CHAIRMAN WILSON: All right. The recommendation
is that it be removed pro rata.

CHAIRMAN WILSON: 1Issue 42.

MS. BRAND: Commissioners, Issues 42 and 43 may be,

affected by your decision on vhether to leave Plant
Scherer in rate base or to remove it.

CHAIRMAN WILSON: All right. Then let's --
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positions, true fallout numbers?

MS8. BRAND: As the recommendation is,

along vith the staff's recommendation of removing the -
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it is golng

- excuse me, of leaving Plant Scherer in rate base.

COMMISSIONER EASLEY: So there's just and impact.

It's not a true fallout number as such.
MS. BRAND: That is correct.

COMMISSIONER EASLEY: Okay.

COMMISSIONER GUNTER: Issue 44 is a fallout ltem,

CHAIRMAN WILSON: Related to 38.
45,

COMMISSIONER EASLEY: I move scaff.

CHAIRMAN WILSON: 8taff without objection.

All right NOI. 46 is a fallout.
COMMISSIONER GUNTER: 47.
CHAIRMAN WILSON: 47.

CHAIRMAN WILSON: Do you want to take a few

minutes and read that material?

COMMISSIONER GUNTER: I would sure like to, Mr.

Chairman.

CHAIRMAN WILSON: Let's take five minutes and do

that.

(Recess)

CHAIRMAN WILBON: Let's go back to issue 38.
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MR. VANDIVER: Commissioners, this 1ls the
mismanagement issue. I think it needs to be split into
several parts. Filrst, you need to determine whether or
not mismanagement existed. Staff has said yes, it did
based cn two independent grounds, Mr. Horton's
activities and the falilure of upper management to take
action relative to Mr. Horton. :

If you answer no to that question the rest of the
recommendation is moot.

CHAIRMAN WILSON: Would the actions relating to 1

the vidao tape known as Top Gun, the T-Shirts with the
Ghost Busters, the Good Cents incentive that was not g
avarded to the Good Cents Incentive Program, the

commercial building that didn't receive an avard that

got avards from the USDOE and the Governor's Energy
Office, and would *hose things also relate to
management? \

MR. VANDIVER: You could argue that, yes, sir.

COMMISSIONER BEARD: Well, having just looked at,
I guess it's the first page of Gulf's brief and summary:
position, there's a sentence that just leaps off the
page, "The uncontradicted evidence in the record is
that management acted promptly and declisively to

uncover and eliminate the wrongdoing." I must have

been in a different hearing.
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MR. VANDIVER: I don't agree with that statement.

COMMISSIONER BEARD: I mean vhether you belleve i
the contradiction, there was significant contradiction ‘
to that., I must have been at some other hearing when

that was going on, and I, I'll make it simple. I don't
knowv how you cannot call it mismanagement. There were

activities taking place in that Company when the prlor

president vas there, vho is nov president of Southern

Company, and I don't, I can't belleve that management

didn't have some inkling an idea of what was goling on,
that this just went on without anybody's even blessing
to the extent that you looked the other wvay.

I don't accept it. I mean you can focus right now
if you want to to try to blame it on one person who lis

not here to defend themselves or not but that was top

management, and it's just a zero guestion in my mind. ;

CHAIRMAN WILSON: Commissioners.

COMMISSIONER ZASLEY: Mr. Chalirman, I would move
staff.

MR. VANDIVER: Now, wvould that be relative to the }
entire recommendation or just to the mismanagement é
issue, because I do need the -- |

CHAIRMAN WILSON: Give me the parts of the
recommendation. The first part is --

MR, VANDIVER: The first part i=s, dld
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mismanagement exist, and I sald "yes, on two

independent grounds."

CHAIRMAN WILSON: All right, the seccond part.

MR. VANDIVER: And the second ground is lf you
£ind mismanagement existed what action should you take
in light of that? 8Staff has recommended a 50-basis
point reduction in the return on equity for a two-year
period.

COMMISSIONER GUNTER: And you moveed staff or both
sides?

COMMISSIONER EASLEY: I was moving staff on both

recommendations.

MR. VANDIVER: Thank you.

CHAIRMAN WILSON: All right, it's been moved. I=
there a second?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: 1It's been moved and seconded.

Do you have a substitute motlion?

COMMISSIONER BEARD: I just don't think that ls
near adequate for what I think has gone on. I think
200-basis points, Public Counsel's position, is
obviously extreme, but I don't £ind a thing wrong vith
a hundred basls points to send a signal to some people,;
not just at Gulf Power, but at the parent as well.

COMMISSIONER EASLEY: I think, Mr. Chairman, there|
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are signals that have been sent in other issues as
well. I think further that as I understand what has
preceded all of this in other cases that there's plenty
of precedent for the 50 basis points. I would be
uncomfortable going beyond precedent.

CHAIRMAN WILSON: All right. 1It's been moved and
seconded. All those in favor, signify by saying aye.

Opposed.

COMMISEIONER BEARD: Aye.

CHAIRMAN WILSON: A1l right,

Issue 48.

COMMIBSIONER GUNTER: No, 47.

CHAIRMAN WILSON: #xcuse me, 47.

MR. VANDIVER: 1 believe you are to 47.

COMMISSIONER GUNTER: Mr. Chairman, this is
another item that I've got some nervous nellies about.
The Commission has a number of cases, the biggest one
that I can think about is United Telephone, has sort of
been working towards a policy {f you want te get in the
affiliated business and you wvant to use the, to use the
name of the parent as a marketing device, there should
be some benefit to the parent, and that benefit to the
parent should £low to the benefit of the parents’
customers.

We have wvrestled wvith this in a number of
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proceedings and I find it difficult to accept staff's
recommendation that there should not be some
imputation, because the advertisements that I have seen
have been Gulf Power. The admission on the part, on
the stand of the witnesses that know, there is no
differentiation between vehicles. People can't tell
the difference. That it's Gulf Power that is in
business. And it is a, it is my understanding, and I
can be corrected, I wvant to be corrected i{f I'm wrong,
but you pay for the appliances on Gulf Power's bill,
the power bills, so the billing that takes place.

There is certainly a benefit to that appllance
sales by its affiliation, and its affiliation should
flow through that name recognition, marketing
capability, the billing capability, the rest of those.

That enters into my plicture about separate subs
that I would like to address here, but I can't because
it's not on the record. Those benefits would disappear
and for those benefits there should be some revenue.
And my only question, Mr. Chairman, 1s, I apologize,
but I just don't know how much that should be.

CHAIRMAN WILSON: Well, I don't either, and that
is something that I strugjled with here. And I knowv we
are going to deal with this in another case, but part

of wvhat bothers me here is, lf the Company wvere in the
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appliance business and using the Gulf logo, and using

the trucks, and allocating the name and allowing it to
be financed and billed through Gulf Power's bills, and i
vhat they wvere doing is selling absolutely the highest |
efficlency class that you could get and nobody else
anyvhere in that market was selling those, or they vere
alloving people to extend payments out ten years and |
charging them a carrying charge of two percent or
something like that, something that had some wider and
more significant purpose than just selling appllances,
s0 people would use electricity.

I think I have a problem with that piece of it,
but 1£ it were accomplishing a goal that really had
some relation to conservation or extremely high
efficlency appliances, if it had something like that,

it wvould make a little difrerence to me here. But they1

are selling appliances in a market that you have got

everybody in the world selling appliances as well. I

But I don't know how you put a -- there is a ;
value to that, I mean we heard testimony before that, |
that we've heazd testimony that the Gulf Power name i
probably didn't really add a lot of credibility to this
operation, and that the appliance company in fact |
wanted to change its name.

On the other hand we've also heard vhat a great
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thing Good Cents is and that people are paying lots of

\
money to be able to use the Good Cents logo and the |

things that it stands for. 8o there is some value in
the name. It just depends on how you calculate it.

I tend to think if somebody came into this market
and decided that they wanted to sell appliances and
asked Gulf Power, can ve sell them under the Gulf Poveri
name, that Gulf Power would not say sure, go ahead.
They vould say, yeah, but ve want twvo percent of gross
sales, or wve want $50,000 or wve want somethling.

COMMISSIONER BEARD: Well, you certainly in this
case better deal with gross sales, because 1f you go
back to the figures you would have to impute a negative
number based on the profit.

COMMISSIONER GUNTER: Well, we've had

circumstances vhere we have for royalty payments, which
is really vhat we are talking about here, a percentage
of gross sales, and that appears to be, you kncv, they
get very profitable, that is just more money and you
don't work it on a P&L basis. You wvork it on a gross
sales basis. The last time I checked the, between, for|
instance, handling a Master Card, folks psy a premium,
or not a premium, but paid a price of somewhere betueeni
two and five eand a half percent. And the bottom end ;
\

of this one, I'll throwv it out, revenues should be ocne
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and a half percent of gross sales.

COHHIBBIONI§’BEARD: Second.

COMMISSIONER GUNTER: Let me ask Mr. Vandiver, is
anything in the record?

MR. VANDIVER: That's what I was just asking
staff. I don't --

COMMISSIONER EASLEY: What's the ansver?

COMMISSIONER GUNTER: The question --

CHAIRMAN WILSON: I can tell you, there's nothing

in the record about a percentage.

COMMISSICNER GUNTER: There is nothing there about

percentages or amount. The guestion has been
discussed.

MR. VANDIVER: The concept wvas discussed.

M8. MERTA: I don't believe the concept was
discussed as far at hov ve wvould calculate or --

COMMISBIONER GUNTER: I realize there was nothing
there on the figures, and it was just a, but when you
discussed the concept and the policy overall, absent a
figure, are you precluded from establishing a figure
on poliicy?

What do you think about that, Mr. Prultt? The
reason I asked you, is that I made the motion.

MR. PRUITT: Let me have the question again, if

you would. I wvas busy getting this out.
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COMMISBIONER GUNTER: Mr. Prulitt, what - in the

proceeding there was discussion on policy and vas there

any value to being able to use the company logo and the
company name in the sale of non-utility, I mean in the
conduct of non-utility business.

MR. PRUITT: I recall that.

COMMISSIONER GUNTER: All right. Now, there has
been no amount proposed, and there wvas no amount
discussed as to wvhat that value would be or
methodology, hov, vhere would wve stand i{f we said, for
instance, one and a half percent of gross sales s vhat
it's vorth to the customers?

MR. PRUITT: You would no* have any competent
substantial evidence in the record to support 1it.

COMMISSIONER GUNTER: Okay, all right. ©&So let's
say the only thing that we could say would be, yes, it
has value, but wve can't impute it. 8o it's a
meaningless issue, is that right? It has no value.

MR. VANDIVER: That is not to say you couldn't
address it again in another docket.

CHAIRMAN WILSON: Just out of curlosity what kind
of testimony would wve have heard if we had heard
testimony on this issue? I mean are we going to get
pecple getting up and saying, well, I think it's
vorth about $5,000.
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something to that effect.

We willing pursue it somevhere else or 1
|
|

COMMISSIONER EASLEY: OJr this doesn't preclude us

from doing it in another instance. i

COMMISSIONER GUNTER: That makes me happler. 1

MR. VANDIVER: S8ure.

COMMISSIONER BEARD: That's all that.
COMMISSIONER EASLEY: Are you seconding 1t?
COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Are you seconding that motion?
COMMISSIONER GUNTER: Yes.

CHAIRMAN WILSON: All right. #ithout objection !

then, the motion, the recommendation 1s amended.

COMMISSIONER GUNTER: NO, 1'd move staff's

recommendation.

CHAIRMAN WILEON: No objections to staff's

recommendation on Issue 46.

1ssue 48. Any questions about --

Issue 49. i

COMMISSIONER EASBLEY: Isn't this a fallout? Does

this change?
COMMISSIONER GUNTER: Well, we need to go back to
address that issue about, out of Item 29 or whatever on

Scherer.
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MR. VANDIVER: Howvever, ve have no record baslis to

do so., We wvilling pursue it somewhere else or
something to that effect.

COMMISSIONER EASLEY: Or this doesn't preclude us
from doing it in another instance.

COMMISSIONER GUNTER: That makes me happler.

MR. VANDIVER: Sure.

COMMISSIONER BEARD: That's all that.

COMMISSIONER EASLEY: Are you seconding it?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Are you seconding that motion?

COMMISSIONER GUNTER: Yes.

CHAIRMAN WILSON: All right. Without objection
then, the motion, the recommendation is amended.

Issue 48. Any questions about --

COMMISSIONER GUNTER: No, I'd move staff's
recommendation.

CHAIRMAN WILBON: No objections to staff's
recommendation on Issue 48.

Issue 49.

COMMISSIONER EASLEY: 1Isn't this a fallout? Does
this change?

COMMISSIONER GUNTER: Well, we need to go back to

address that issue about, out of Item 29 or whatever on

S8cherer.
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MR. PALECKI: Commissioners, well looked through
the record very thoroughly and ve had 3 or 4 different
staff members looking through the record. The contract
for unit pover sales is not part of the record. There
is know no contract in the record or in any of the
interrogatories.

COMMISS8IONER EASLEY: It says I can't do vhat 1
wanted to do.

MR. PALECKI: We can't base, 1f we have no record
basis. We could require some sort of tarlff or
something to be filed by --

CHAIRMAN WILSON: Are ve going back to that lssue
nov to deal with it, then?

COMMISSIONER GUNTER: We almost have to.

CHAIRMAN WILSON: Let's do. What number was that.

COMMISSIONER EASLEY: 29.

MS. HARVEY: 27.

COMMISSIONER EASLEY: 27.

COMMISSIONER EASLEY: No, 26.

M8. HARVEY: 26.

CHAIRMAN WILSON: S0 there 1s in the record, nor
in the interrogatories, there is the unit pover sales
contracts are not part of this record, or avallable to
us.

MR. PALECKI: That is correct.
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COMMISSBIONER GUNTER: 8c that if we wvere to choose
to say fine you could put the 63 megawatts in, but all
revenues that vere received as a result of that, 100

percent of the revenues would flow to the regulated

utility, to Gulf Power, we would be precluded from

making a determination of the amount of those revenues

based on this record, is that right? [
MR, PALECKI: I don't think it could be calculated |
from wvhat we have in the record as of this moment.
Correct?
COMMISBIONER GUNTER: Would wve be -- would it pe

legally permissible for staff to gain that calculation

as ve've talked about the subject, the subject matter
vas discussed that a witness talking about it, or what
have you, the only thing that would not be there, would
be the amount of the revenue. Would it be permissible
to have that calculated for purposes of making a
overall revenue flgure?

MR. PALECKI: I think it would probably requlire ,

some data that is not in the record. 1 think a

preferable idea and I am not sure if this is workable, |
|

wvould be to order that Gulf or that the unit power '
sales figures to go the Company without actually coming
up with a figure. We would have to depend upon Gulf

Pover to, with a future filing to provide the actual --
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COMMISSIONER GUNTER: Let me ask you thlis. !

MR. PALECKI: The actual --

COMMISSIONER GUNTER: Trying to work through this ;
and I'm trying to solve and find out if we have - or E
hov many scenarios we have open to us. If we were to |
take the 63 megawatts, assume that the revenuves that
vere received would be at least at a, you knov we have
a lot of rate schedules, and pick a rate schedule and

calculate the revenue of that 63 megavatts had been

received on that rate schedule and impute that as
revenue that would come from that, would that be
permissible?

MR. PALECKI: 1I'm not sure it would be. I think
if Gulf came back and demonstrated that their actual
revenues wvere much lesser than were calculated, I thlnki
there would be a perhaps an unlawful taking that would !
-- I have a difficulty, I have no difficulty with the !
Commission ordering that the revenues recelved gc back s
|
|

to Gulf, but I don't know lf on this record that amount

can be computed. !
COMMISSIONER EASLEY: Wasn't there a serles of
questions, I don't know of whom.
MR. PALECKI: There wvere numerous guestions.
COMMISSIONER EASLEY: It had to be Scarbrough, but

vasn't there actually a mention of the lost revenue
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under the abrogated contract.

MR. PALECKI: Yes.

COMMISBIOMNER EASLEY: Does that not --

CHAIRMAN WILSON: Are you suggesting that we use
the revenues t(hat would have othervise been received
from Gulf States.

COMMISSIONER EABLEY: I don't know, but If
that'as -- No, not use that as a revenue figure, but
could up you not compute, I don't know, I am trying.

MR. PALECKI: No, I'm not sure, it was my
impression that wvhat the Commission wanted to do is
since the 63 megawatts would be In Scherer for the next
five years, would be in rate base, that a portion of
the revenues that wvere received in unit powver sales in
the future until the year 2010, or vhatever the end of
the contractual period was, would a portion of that
revenue would go back to the ratepayere.

COMMISSIONER EASLEY: What I'm remembering 1s the
wvrong number to do it. What I'm remembering is the
wrong number to do what I wanted to do.

COMMISSIONER BEARD: Well, Commissioners I --

MR. PALECKI: I don't knov if that number, the
amount of revenue can be computed. It's not 1n the
record. The amount of revenue from unit power sales

cannot be coumputed.
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and it's the vrong number.

vanted to use is for.

M8: HARVEY:
concept and we don't have the numbers here, you could

vote for the concept and order the utilities to file

My computer Jjust kicked |in

I can't use it for wvhat I

The other thing is 1f you like the

appropriate data in a different dockat,

COMMISSIONER BEARD:

complex or attempting to make extremely complex |
something that for my limited prospective should be
very simple and I would make a motion to get something

on the floor that wve accept alternative to, that means

it's out of

to keep all the money that they get from that

settlement,

money from the unit pover sales that they make from now

into 2010.

themselves.

CHAIRMAN WILSON:

rate base. That means that Gulf Power gets

that means that they get to keep all the

¥hich 1s what they have scheduled all to

COMMISSIONER BEARD:

We are making extremely

Including the settlement.

Including the settlement.

I don't wvant a penny of the settlement.

COMMISSIONER EASLEY:

could I ask -- I hate to do this, cculd I ask that we

Just wvait fcr a minute again.

exhibit 588.

It's titled Unit Powver Sales of Power In
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1
1
Rate Base. Could ve walt and see what is on that? ‘

COMMISSIONER BEARD: I don't think that will ;

change my motion.

COMMISSIONER GUNTER: You all got that.

COMMISSIONER EASLEY: I don't know whether (t will
or not. I would just like to --

COMMISSIONER EASLEY: 588

COMMISSIONER EASLEY: It wasn't there. Anybody
knov vhether we received late-file 588.

MS8. RULE: Yes.

COMMISSIONER EASLEY: We didz

MR. PALECKI: Here it is.
COMMISSIONER GUNTER: How about sharing it with |

us?
MR. PALECKI: The, wve would have to have a little |
|
more time to reviev this, but it's a hypothetical, 1t's;
not actually -- actual figures. It's basically how I
rate base or howv unit powver saleas affects retall !
customers and it's a hypothetical example. It's not an!
actual -- E
COMMISBIONER EASLEY: Okay, I remember now and
that doesn't do 1t either. ’
MR. PALECKI: The last couple of pages does have ‘
some figures, but we would have to review these, 1 i

don't really think they are actual figures. I think
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CHAIRMAN WILSON: All right. We have a motion.

COMMISSIONER EASLEY: Mr. Chalirman, I apologlze.

CHAIRMAN WILSON: That's all right. We have a
motion by Commissioner Beard, vwhich is alternative to
and includes the suggestion by Commissioner Gunter that
any settlement with Gulf States utilities would be, the
company gets, I mean the Scherer 1s left out, anythlng
associated with it, costs or benefits would ride vith
those taking the risk, which vould be the stockholders
of Gulf Power Company. Is there a second to that
motion?

COMMISSIONER GUNTER: 1I1'll second it, to get it on
the floor for discussion.

CHAIRMAN WILSON: All right. 1It's been moved and
seconded. Is there dlscussion?

COMMISSIONER GUNTER: The only troubling part of
that thus far, I don't know anybody I've asked, I don't
knov anybody that has read the sult, I don't know
anybody that is -- of course the settlement is not
before us.

There is another alternative which I'll just
mention, is that while, and while this case, while this
case vas going on and the records wvere being develouped,

the only thing about any settlement that was ever
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referenced was that there vas a sult, there was no
reference about the settlement notwithstanding what we g
learned later, which we can't use in making this
decision. But there have been a number of
opportunities that the Commission has availed itself
of, that one kept the Company harmless during that time
period that you gathered the information so that you
could make an evaluation of the impact, and we did that
in the Martin Dam enhancement and we did that in the
Turkey Point steam generator repairs and ve did it on a
vote earlier today on a floor in a building is that the
thing does open itself for us. We could take those and
lay them over off to the side, allow them to earn llke
an AFUDC, until ve had enough informatlon before us In
a subseguent proceeding or a special proceeding in
order for us to not make an error because it's with us

not reading the terms of the settlement we don't know

vhat the time periods are. We don't knov hov much the
allocation is, and wve are --

I'm talking nov kind of on our record that we haveé
of this agenda conference, we just don't know and ve j
414 those tvo in the Florida Power and Light instance l
because it was under litligation, one with the

constructor of the dam, and the other one the

constructor of those facilities at Turkey Point on the
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steam generators and because that litigation wvas
ongoing. That is & way that you can minimize any
potential harm to anybody and not make a decision until

you got all the facts before you. That ls another |

alternative that is open to us.

COMMIBSIONER BEARD: I gquess the ratiorale behind 1
this is to date that 62 megawvatts has not been in the |
rate base. |

COMMISSIONER GUNTER: That is correct. i

COMMISSIONER BEARD: And the revenues that had |
been floving associated with that had not been going to

the ratepayers.

COMMISSICNER GUNTER: That's correct. But .
Commissioner, my concern about that is, is that I don't?
know the suit was couched or how the settlement was
couched, but it could be for actual damages that had
occurred in the past and it could he for prospective

application of losses in the future. I don't know. I

haven't seen it. And I don't know anybody on our staff
that has read it.
MR. JENKINS: I have been told about it.

COMMISSIONER GUNTER: Well, beling told about it.

I have been told about a lot of things. You ever play
poker with somebody and they get ready to make that

final bet and they say I've got you beat, and yo: don't
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know wvhether they have or not. .
MR. JENKINS: Well, let me tell you what little I |
have been told about it.
COMMISSIONER GUNTER: Okay.
MR. JENKINS: This deal is a --
COMMISSIONER GUNTER: By somebody that would know?

MR. JENKINS: Pardon?
COMMISSIONER GUNTER: Have you been told by

|
somebody that would know? !
MR. JENKINS: By someone from Gulf Power. And ;
their understanding of it is, and I think it is yet be !
approved, by PERC and various regulatory agencies is |
that Southern would get amounts from Gulf States for !
the next ten years, 1f and only 1f Culf States and |
Tech. or vhatever they changed their name to 1f thelr
net income is greater than, I think, $50,000,000. In
years that it isn't they would get nothing. Then 1if |
there is an original amount after ten years or maybe }
even longer, then Southern might own a peaking unit |
somevhere in Texas. Now, I don't know if you want to
keep this AFUDC thing climbing for that length of time.
COMMISSICONER GUNTER: I'm not saying keep that, 1t
may be that you have a Special Agenda to consider that |

|
|
at some point down in the future, once you have seen !

vhat the settlement is.
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MR. JENKINS: Assuming the settlement that I am
suggesting to you is roughly correct, you wouldn't know
vhat monies they would get back untili in you know
vhether InTech made more than 850,000,000 on out
through the year 2000 or so. And then you have got to
think about what the value of that peaking unit is that
they may get in the year 2000, or some year beyond
that. That is my understanding of the settlement.

MR, PALECKI: There is yet another optlon
avallable to the Commission and that !s one of the
criticisms of the phasing out of Scherer is that it's
so darn complicated and you have to keep changing the
rates every year. A solution to that problem is, if
you look on Page 52 of the record, yocu will see there
is a schedule of capacity available to retail customers
and you see that the number of megawatts that has not
been sold in UPS varles from year to year. 1If you take
those actual amounts and you take the amount of time
and figure out the average number of megawatts that is
avalilable over that period, you come up with a flgure
of 40.3 megavatts, and it would be possible to phase
out Scherer over that approximate period with a --

CHAIRMAN WILSBON: Wailt a minute will.

MR. PALECKI: Averaged figure.

CHAIRMAN WILSON: Are you looking at those numbers
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across the top of the page? The number of the column
one through six.

MR. PALECKI: No, there's a column that says time
and another column that says capacity.

COMMISSIONER EASLEY: Page 52.

CHAIRMAN WILSON: I'm sorry. Page 52.

MR. PALECKI: 1If you average cut the number of
megavatts that is avallable over the time period you
come out with a figure of 40.3 megavatts average at
least that's what my calculation resulted in, and it
would be possible to phase out Scherer with a uniform
rate throughout that period.

CHAIRMAN WILSON: What are the numbers that go
across the top of the page on Page 557

COMMISSIONER EASLEY: That is rate base impact nf
phase out on 52 isn't it? I assume.

M8. HARVEY: These are the numbers that come out
of rate base. We start off with 63 megawatts ln rate
base in year one, and 30 megavatts, thils schedule shows
vhat happens vhen 30 megawatts is removed in year two,
and an additional 8 megavatts is removed In year three.

CHAIRMAN WILSON: And then you add back two more
megavatts in year four.

MS. HARVEY: Because it fluctuates, yes.

CHAIRMAN WILSON: And then back down 27.
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ME. HARVEY: Yes.

CHAIRMAN WILSON: Do those numbers relate to the
ones on Page 527

M8. HARVEY: They do, but they are not, because
ve have used a weighted average for the year 1992,
1993, you would have to do the same wvelighted average,
but --

MR. PALECKI: I believe that the flgures on Page

52 are the actual flgures. Parsons' exhlbit.

MR. PALECKI: 1In the averaging that I did, you can|

see _hat the first figure of 63 megavatts Is actually
from January 1990. I did my calculations from June
1990 to May 1992, vhich makes that a full two-year
period.

COMMISSIONER EASLEY: 8ee what bothers me Mr.
Chairman, about doing it this way, and one of the
reasons that I vas trying to find this other wvay of
doing it is that the data on Page 52 is labeled
capacity avallable to retall customers and lf you
average it out you are still talking about capacity
avallable. You are not talking about necessarily
capaclity needed.

And I keep coming back to that just because {t's
available doesn't necessarily mean it's needed, and I

don't guestion the prudency and all the rest of thot I
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am still having everything trouble getting over that
particular hurdle. I didn't have any trouble doing |t
the other way, and saying okay, if you're gecing to sell
it UPS and it can all go back to the ratepayers, that's
great, fine, you knov, with me.

I am having a little bit of trouble makirg the
leap from it's available, to it is definitely needed,
and especially vhen I look at the actual fligurer
fluctuating the vay they do coming all the wvay down to
11 and going all the way back up to 35 before you zero
it out.

CHAIRMAN WILSCN: Well, Commissioner, that is sort
of the basis of what may be a totally impractical
suggestion that I made earlier, is that the wvay to
treat this is if in fact Gulf makes purchases or uses
pover out of these units for the benefit of it's retall
ratepayers, that it ought to be treated as a purchase
of pover, that included both capacity and energy, then
that would be treated as any other purchase would be
through fuel as 6 months adjustment clause.

COMMISSIONER EASLEY: And that then has the
potential of demonstrating a need, albelt a future
date, that could then be responded to.

CHAIRMAN WILSON: Uh-huh. I don't see the motlon

that has been made as precluding that.
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MR. PALECKI: I think there is ample evidence in
the record to justify a f£inding that the 63 megavatts |

is not needed. A= a matter of fact, I bellieve, the

testimony wvas that it wvas used, but there vas, I think
ample evidence tc the effect that it was not actually
needed by the retall customers.

COMMISSIONER GUNTER: Yeah, the only. My only

concern, and I'm going to say it for the third time is
a2 regulatory promise, and that is where you have got,
ve are hung on the horns of dilemma. If 1t had been
the vhole thing, if we hadn't started this UPS game it

would have all been in the rate base. I think, that is

an approprlate intellectually honest apprnach that we
could have taken and now here wve are. I, honest to ché
don't knov how to handle this with this Jerklng back |
and forth. I just f£lat don't know hov to handle it.
That is the reason I seconded the motion. Because I i
don't know how else to get out of this thicket.

?MR. PALECKI: I ag kind of in the position that
you are Commissioner Gunter. I not sure vhat the wvay |
out of it is either. |

COMMISSIONER GUNTER: Because, God knows, I don't ;
vant to send a signal to nobody in the damned world, to
folks in this room or signals to folks outside of this

room, that once ve make a commitment, 1f it's prudently
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done, it comes in the rate base.

That's the reason I look at these in two difterent
scenarios., If the plant had been finished and they
come here and said ve finished this plant like you told
us to do and it's going In the rate base, fine. I
would have voted for it in a heartbeat.

We have got this one vhere in 1984, no, it's all
going UPS sales. You had a problem not to the
ratepayers of this utility, not to their, it shouldn't
be to their detriment, a problem, a contractual problem
that existed between the utility and somebody else.

And then to move it in, and i1f it were just coming in
and going to be flat, say fine, that €3 megawatts,
that's wvhat we have got from now on.

Again I wvouldn't have had a problem. But I do
have a problem with saying, well we just want you to
cover in it this time period until we can sell it
again. I have a problenm.

CHAIRMAN WILSON: And I share your concern,
because I have seen the absolute disasters that have
occurred in other parts of the country vhere you have
Commissions that do these post constructlon prudence
revievs vhere they disallov substantial parts of plants
not because it wvas imprudently constructed or it's

unreasonable in amount or anything like that it's Jjust
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because they decide they didn't wvant to let it in the

rate base and I don't want this Commission to be in the

position ol doing that sort of thing.

COMMISSIONER EASLEY: Well, Mr. Chalrman.

CHAIRMAN WILSON: But this business with the UPS

piece of it is extremely disturbing to me that you can

truck along with it out of rate base and all of

a

sudden it drops in an all of a sudden it comes out.

And a little bit comes back in, and the rest of
comes out, and goes on along to the year 2000.
thousand what?

M8. HARVEY: 10.

CHAIRMAN WILSBON: 2010, and then ve see it

again. The reality of that, I'm having trouble layling

1t

2000

back

dovwn with vhat I consider to be what good regulatory

policy would be and would have been, and I am really

having a lot of trouble reconciling those two things

and, I don't know what the answer in dealing with that

is and the only suggestion I had is the one where ve

treat it as a, vhere it's sold pack to Gulf and Gulf

buys 1¢, and they get that power back and 1t's needed

for the customers and the fuel adjustment. 1If they

don't then they can't demonstrate that, then |t
doesn't.

COMMISSIONER BEARD: Before you say that,
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to be real careful any message that is sent along those
lines, because simply turn around and sign a contract
vith themselves and purchase 63 megavatts for the next
tvo years and five months. Or from January of '90 to
1927

COMMISSIONER GUNTER: They'd have to be needed.

CHAIRMAN WILSON: It wvould still have to be
needed. I mean, you can't get beyond that. You can't
get past that.

COMMISSIONER GUNTER: If they're buying it and
shutting theirs down they have got a heap of problems,
they'll come back here.

COMMISSIONER BASLEY: Mr. Chalrman, [ get the
feeling that we all tend to agree on the nature of the
motion. I don‘t think the motlion precludes wvhat you
wvere talking about. That is if they need additional
pover. They can buy it. Which further demonstrates
the future need, vhich 1 think all of us are concerned
about and therefore, I would call a question on the
motion.

CHAIRMAN WILSON: All right, sir. The motion has
been moved and seconded. All in favor slignlfy by
saying aye

Opposed.

COMMISSIONER EASBLEY: We bypassed two wvaiting for
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this one.

COMMISBIONER GUNTER: VWe are back now to 49. Page

101.
COMMISEIONER EASLEY: Well, ve need to do --
COMMISSIONER GUNTER: Okay, yeah, you're right.
Well, those are calculated figures aren't they?
COMMISBIONER EASLEY: Yeah, are the rest of them
that ve -~
CHAIRMAM WILSON: 47 needs to be addressed.
MR. PALECKI: 27 has not yet been addressed.
CHAIRMAN WILSON: 27.
COMMISSIONER EASLEY: Is that not a fallout?
COMMISSIONER GUNTER: That's a straight fallout

item.

COMMISSIONER EASLBY: Okay. Have ve left anything

else that ve needed to go to?

MS. BRAND: Commissioncrs.

CHAIRMAN WILSOM: There are a rnumber of issues
that flov from that decision.

MR. PALECKI: 3 and 4.

COMMISBSIONER EASLEY: There are some we can vote
on now.

MR. PALECKI: 3 and 4 can be voted on now, I
believe.

COMMISBIONER EASLEY: 3 and 4.
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CHAIRMAN WILSON: All right.

MR. PALECKI: I think they are mcot now.

CHAIRMAN WILSON: 27.

Staff recommendation wvithout objection.

COMMISSIONER GUKTER: VYeah.

COMMISBSIONER EASLEY: Okay, 3 is moot, right?

MR. PALECKI: 3 and 4 are moot.
I don't believe they have to be to be voted on, novw
that nov that Scherer has been disalloved.

COMMISSIONER EASLEY: All right.

COMMISSIONER GUNTER: And ve can vhip on.

COMMISSIONER EASLEY: Where are ve.

COMMISSIONER BEARD: You would have to remove the
coal associated vith Plant Scherer from that issue.

COMMISSIONER GUNTER: Yeah, that iz a calculation
that the fuel folks would have to do. There is some
that are coming on, you have got some line rentals and
the rest of those kinds of things, but we'll get to
them.

KS. BRAND: Commissioners Issues 42 and 43 are
also affected by that decision.

COMMISBIONER EASLEY: Also vhat --

MS. BRAND: Affected by the decislion to disallow
Plant Scherer. 42 and 43, these are the deferred

investeent tax credits and deferred income taxes. The
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vay the that these recommendations wvere made is to go |

along with the staff's primary recommendation on Plant
Scherer that it be left in rate base, and on that !
basis, staff recommended that the effects of the two i
TCs and deferred taxes and the caplital structure would i
be very minimal based on the other rate base |
adjustments. However, Plant Scherer has a falrly
significant impact on the deferred tax.

COMMISSIONER GUNTER: You will have to go back and
recalculate, if that's what you're telling us. '

M8. BRAND: And ITCs. Ve have the amount that !
vould been associated vith both deferred taxes and ITC:!
for those. This would involve ldentlfying specifically
the deferred taxes and ITCs associated vith thz rate
base adjustments that were proposed by staff, and there

is a late-filed exhibit that gives those amounts. The

question, there is a question though, the Commission

has handled adjustments tvo ways in capital structure.

1t has in some cases be been removed pro rata and In
some cases has been done on a specifically identified |
basis with the deferred taxes and the ITCs.
COMMISSIONER GUNTER: Isn't ot more appropriate
and isn't it more accountingly sound, wmore sound
accounting if you can identify the asset? Isn't It :

more appropriate to remove it when that identiflcation |
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is appropriate

MS8. BRAND: VYes, sir, the deferred taxes and ITCs

should track the assets as they are removed. This goes

along with the normalization requirements of the
internal revenue code. In the last rate case of Gulf
Pover, in the order from the last rate case there is
some discussion about hov it wvas to be handled there,
and in that order it states that when the information
is avallable to make specific adjustments they should
be made, and if it is not available it should be done
pro rata. In this case since the information is
available, and it would be a major impact, ve wvould
recommend doing a specific adjustment.

COMMISSIONER GUNTER: 1 vould move where you can
identify the asset, that it's much sounder accounting
to tie the assets and the benefits together.

M8. BRAND: Yes, sir.

M8. BALAK: 8o basically wvhat Ms. Brand's
proposal would do, is wve would specifically identify
the ITCs and the deferred taxes and the rest of the
reconciliation would be over other sources.

COMMISSIONBR GUNTER: That is correct.

COMMISSIONER EBASLEY: And ve would move staff on
42 and 43 as adjusted.

COMMISSIONER GUNTER: Yes, aa'am.
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CHAIRMAN WILSBON: Right. 42 and 43.

COMMISSIONER GUNTER: As clarified.

CHAIRMAN WILSON: As clarifled.

COMMISSIONER EASLEY: What about 44 and 467

M8, SALAK: Item 44 it's fine.

COMMISSIONER EASLEY: Okay. 11 didn't put down

that we had done it.
We would

M8. BALAK: 1I'm sorry, It's a fallout.

to have specifically identify the ITCs and the deferred

taxes.

COMMISSIONEK EASLEY: 1 was trying to mark these,
vhich vere vaiting and which wveren't.

MS8. BALAK: It is a fallout of your other
decision, and we'll adjust these.

COMMISSIONER EASLEY: 46 ls the same thing.

MR. SLEMKEWICZ: Yes, 46 is a fallout.

CHAIRMAN WILSON: I 36 likevise? Or have we

already done 367

MR. SLEMKEWICZ: 36 is a fallout based on other
NOI issues that relate to working capital.

COMMISSIONER GUNTER: That ls correct.
COMMISSIONER EASLEY: 8o ve ought to be to 49,
right?

MR. SLEMKEWICZ: That's vhere ve need to start is

on 49.
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COMMISSIONER GUNTER: 49 is a calculated item
also. Is it not?

MR. SLEMKEWICZ: Yes, it is.

COMMISSIONER EBASLEY: It should be. Internal
operating revenue. 50 is --

COMMIBSSIONER GUNTER: Item 50. I move Item 50.

COMMISSIOHNER BASLEY: Second.

CHAIRMAN WILSON: Any objection.

Without objection to this staff recommendation on

Item 507

COMMISSIONER EASLEY: I would move 51.

COMMISSIONER GUNTER: 51. Whoa, valit, on Item 50,
the last paragraph, I think it's, if it's included in
the recommendation that you knov sometimes you csay,
vell, you all didn't say anything about it and so ve
didn't put it in the order. I think the staff's last
paragraph that this accruing, this accrual accounting
should be use in this area, should be a reference made
folloving staff's recommendation particularly in that
last paragraph.

MR. VANDIVER: Okay. Move 51.

52.

CHAIRMAN WILSON: All right. 51. Any questions?

51 without objection.

CHAIRMAN WILSBCM: 52.
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COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSON: Without objection.
52.

Without objection.

COMMISSIONER GUNTER: 53.

COMMISSIONER EASLEY: Move it.

CHAIRMAN WILSON: 53 without objection.
54

COMMISSIONER GUNTER: I would move 54.
CHAIRMAN WILSON: Without objectlion.

MR. VANDIVER: Commissioners Mr. Shea is back and

ready to go back to that issue at your pleasure. I just

wvanted to let you know.

COMMISSIONER BASLEY: Which issue?

MR. VANDIVER: 24.

CHAIRMAN WILBON: Why don't ve just go ahead
through this and then ve'll go back to that.

MR. VANDIVER: I just vanted to let you knov.

CHAIRMAN WILSON: Issue 55.

COMMISSIONBR GUNTER: I would move that Mr.

Chajrman, If you vent through the analysis those items
that came out of the EEI audit they pulled all of those

items out that ve customarily do not allow anywvay.
CHAIRMAN WILSON: Without objection.

Staff recommendation on Issue 55.
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Issue 56.

COMMISSIONER EASLEY: I wvould move staff.

COMMISSIONER GUNTER: Yeah.

COMMISSIONER BEARD: My only concern is the 3
years. And I'll be honest, the rationale behind that,
granted they could come in sooner. They could come in !
later, but wvhat I was thinking about wvas, in essence, :
the legislative mandated 4 year cycle that exists is .
probably more appropriate. I don't knov. It's a coln
toss.

COMMISSIONER GUNTER: It doesn't matter.

CHAIRMAN WILSON: It's okay with me. HMake a
motion.

COMMISSIOHMER BEARD: I would will make a motion to

make it 4 ysars instead of 3. ‘
CHAIRMAN WILSON: Is there a second to that? '
COMMISSIONER GUNTER: 1I've got no problem. |
CHAIRMAN WILSON: Moved and seconded, 4 years. |
Without objection.
57.
COMMISSIONER GUNTER: Move it.
CHAIRMAN WILSON: 8Staff recommendatlon wlthout
obje~tion.
58.

COMHISSIONER GUNTER: 1°'l]l move 58.
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CHAIRMAN WILSON: B8taff recommendation without
objection.

59.

COMMISSBIONER CUNTER: Move 59.

CHAIRMAN WILSOM: Without objection. Staff
recommendation.

60.

COMMISSIONER EASLEY: Move staff.

COMMISSIONER GUMTER: Second.

CHAIRMAN WILBON: Without obijection.

61.

COMMISSIONER GUNTER: Move it.

COMMISBIONER BEARD: Move staff.

CHAIRMAN WILSON: Without objection.

62.

COMMIBSIOMER GUNTER: Move |t.

COMMISSIONER BEARD: Move it.

CHAIRMAN WILSOM: Without objection.

63.

COMMISSIONER GUNTER: Move |t.

COMMISSIONER BEARD: 1, I've got a problem with
it.

CHAIRMAN WILSBON: Are theres some guestions on this
of staff.

COMMISSIONER BEARD: I really don't have any

GOMIA AND ASBOCIATES

Lﬁlﬁ.‘ PR



b 4

20

21

22

23

24

25

191

questions, I just don't agree. You know.

CHAIRMAN WILSON: Would you like to tell us why.
COMMISGIONER EASLEY: Well, if every valuable
customer service has to be cost effective we're all in

trouble.

COMMISSIONER GUNTER: Well, in the thing, Mr.
Ballinger, knoving as conservative as he is, ny
dealings wvith him, and reading this recommendatior, he
sald that he wvas sort of ambivalent, also; that it was
marginally cost effective.

COMMISSIONER BEARD: See, the recommendation
statement in and of itself just kind of knocks me over.
While these programs, they may only be marginally cost
effective they provide a valuable customer service.
Hov do you do that?

MR. BALLINGER: Well, that is a distinction
between having cost recovery, and expense side {n the
base rate. Cost recovery is kind of a perk to have.

CHAIRMAN WILSON: All customer services are not
cost effective, but you have to dc them anyvay
Customers call up and do an inguiry on their billing,
you don't have a specific charge for billing inguiry,
but it's a service you've got to offer, so Lf you look
at it all you are going to see is cost and you are not

going to see anything else associated with it. So it
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The question is vhether these are activities that

the Company ought to be engaging in on a regular basis.

As I read it your language about being only marginally

cost effective related to the fact that we took that

out of conservation cost recovery.

MR. BALLINGER: That is correct.

CHAIRMAN WILSON: And put it here ,so in fact you

apply one standard in conservation cost recovery,

which is it has tc be obviously more cost effective

than this one appeared to be, against the standards

that you see in the rate case, vhich is whether lts a

prudent expense, is it a reasonable amount, and is it

something the utility ought to be doing?

MR. JENKINS: You basically put a cap on it in a

rate case expense.

MR. PALECKI: I'm not certaln.

But I believe

there may have been a comment in the order on

conservation cost recovery sayling that these were not

items appropriate for recovery, but that they may have

been appropriate as rate base items.

COMMISSIONER BEARD:

There wvas a very careful may.

The, I don't think that a judgment wvas made one vay or

the other.

MR. JENKINB: No, and I'm not saying that
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judgment.

COMMIBSIONER BEARD: Well, it's marglnally cost
effective. There have been, I don't know if I want to
use the term abuses, but certainly some activities that
are at least distantly related to this program by the
Company that I don't think are appropriate.

MR. BALLINGER: 11 agree, and for part of those
reasons they vere removed from cost recovery for a
period of time. They also vere not allowved in the tax
savings, because raticnale wvas the tax savings were
just like a cost recovery. 8o they did go without the
money for a couple of years.

COMMISSIONER BEARD: VWell, I guess my vote would
be the could go without it some more.

CHAIRMAN WILEON: Is this projected expense for
1990, or is this --

MR. BALLINGER: Yes. 1It's their budget amount.

COMMISSIONER EABLEY: You have a motion for staff
and I1'l1l second it.

COMMISSIONER GUNTER: I moved it.

COMMISSIONER BEARD: Move staff.

CHAIRMAN WILSON: 8Staff recommendation. &All
right, all in favor signify by saylng aye.

upposed. Aye.

COMMISSIONER GUNTER: Move 1it, 64.
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COMMISSBIONER EABLEY: 8econd.

COMMISSIONER GUNTER: 1I'll move 65. Excuse me,
I'm sorry.

CHAIRMAN WILBON: Can I look at the numbers from
Issue 63 and 64 together? Are they really for the same
things?

MR. BALLINGER: No.

CHAIRMAN WILSON: No. What 1s 647

MR. JENKINS: 64 !s your support group. 1It's a
load gathering, a data gathering, a meiering missing in
its use for a variety of bhoth customer service and
conservation measures.

COMMISSIONER BEARD: You could look at 63 and 65
together to some degree.

MR. BALLINGER: Yeah, possibly.

COMMISSIONER BEARD: You are spending 425,000 to
educate people to do the kinds of things in Issue 63
that you are going to spend 457,000.

MR. BALLINGER: There could be the argument that
part of the Good Cents program is education. This one,
Issue 65 is more vhere they actually go out to schools
and civic clubs and this kind of things.

COMMISSIONER BEARD: To teach people to do ‘he
things that you are going to pay to have done in €3.

COMMISSIONER GUNTER: Yeah, but in the light of,
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ve started off with the fleas on the camel, In light of
what has happened, the conservation needs to have all
of the damn push in the world.

COMMISSIONER BEARD: It will, Commissioner, as

soon as the electric price goes up you will see

conservation like in the old days. That's wvhat is
going to do it, not Good Cents.

COMMISSIONER EASLEY: Well, I tell you vhat, after
vhat happened dcwn in South Florida with the plea for %

conservation of that last emergency, and tney could ;

measure 250 megawvatts in one day, I'm not too sure that?
maybe somebody isn't responding for a change.

COMMISSIONER BEARD: Well, I'm not arguing 65, I
agree vith those dollars, the vay they are spent.

Okay.

COMMISSIONER GUNTER: Are wve still on 647 :
COMMISSIONER EASLEY: I don't know. !
CHAIRMAN WILSON: Well, I am glancing back at 63
right now. Is 63 the 1ssue where the, I know ve have
already voted on this but I'm golng to ask juestion on
it anyvay. Is that the issue where we had the
discussion about the fact that nobody enforces the @
building codes out in the Panhandle. :
MR. BALLINGER: That vas part of the reason this |

is customer service.
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CHAIRMAN WILBON: And this i3 vhere they in fact,
feel they are zompelled to do some things because there
is no enforcement of the building code.

MR. BALLINGER: 1 don't know {f they feel they
are compelled, I think they stated as one of the
benefits of it that it's helping to enforce the
building code.

CHAIRMAN WILSON: Do you remember that order that
ve had that was dated in 1966 on advertising expenses,
and if I recall correctly, one of the pleces of that
indicated that education programs, and publications
that vere pre-approved by the Comaission wvould be,
vould be allowed recovery in rates? Am I
miss-remembering?

M8. RULE: That came up in the tox savings, in
FPL's tax savings.

CHAIRMAN WILSON: Do you remember what the order
saidz

MR. BALLINGER: 1Is that the one that was also
reconsidered?

CHAIRMAN WILSON: Yes, lt was reccasidered. I'm
not saying that the order is in effect, and wve are
using it. But there vere some principles enunciated

there that were certainly of some interest to me.

M8. RULE: I don't remember that right off hand, 1I|
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can go f£ind it, if you would like.

CHAIRMAN WILSON: All right. Item 65.

Staff recommendation.

COMMISSIONER GUNTER: Hove it.

CHAIRMAN WILSON: Without objection.

MR. BALLINGER: Have you voted on 647 I'm unclea:
on that.

CHAIRMAN WILSON: Yes.

COMMISSIONER EASLEY: Move staff on 66.

CHAIRMAN WILSBON: 66, staff recommendation.

COMMISSBIONER GUNTER: Yeah.

CHAIRMAN WILSON: 67.

COMMISBIONER GUNTER: 1'l]l move it reluctantly.

MR. BALLINGER: Yeah, this gets to the FEECA
argument again, wvhich ve had in the tax savings.

COMMISSIONER EASLEY: I still have a problem.

CHAIRMAN WILSON: I want to make sure in deciding
this issue, that we haven't declided what FEECA says.

MR. BALLINGER: Well, you know I like this=s
recommendation better, because it's just say's it
promotes the use of electricity. It doesn't say it's
contrary to FEECA.

COMMISSIONER EASLEY: Yeah, it does too.

CHAIRMAN WILSON: It does sa, contrary to FEECA.

COMMISSIONER EASLEY: It sure does.
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MP. BALLINGER: Not in the recommendation part.
In the discussion part it does, but in the actual
rec.mmendation --

CHAIRMAN WILSON: Sometimes the discussion creeps
in the order too, you know.

MR. BALLINGER: We'll make sure it doesn't.

CHAIRMAN WILSON: 68.

COMMISSIONER GUNTER: Move it.

COMMISSIONER EASLEY: Second.

CHAIRMAN WILSON: Staff recommendation.

COMMISSIONER EASLEY: Yeah.

CHAIRMAN WILSON: 69.

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: Staff recommendat!on.

10.

COMMISSIONER EASLEY: Does any of this change? I
move staff.

CHAIRMAN WILSON: Without objection.

1.

COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSON: 72.

COMMISBIONER GUNTER: Move it.

CHAIRMAN WILSON: Without objection.

3.

COMMISSIONER GUNTER: Do any of these change?
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MR. ROMIG: I don't believe 30, no, slr. None of

them change right now.
COMMISSIONER BEARD: In 737

COMMISSIONER GUNTER: Item 73.

COMMISSIONER BEARD: Transmission wouldn't change

for Scherer?

MR. BALLINGER: You may be thinking of

transmigsion runs, vhich vould show up you in Issue 80.

COMMISSIONER GUNTER: Production wouldn't change?

Just the charges to FCA.

MR. ROMIG: You are right, that southern part will

change.

COMMISSIONER BEARD: There will have to be some
changes.

CHAIRMAN WILSON: Have you all done any
calculation on that.

COMMISSIONER BEARD: No, but they will.

CHAIRMAN WILSON: 1Is this one of those ltems you

calculated with Scherer and without? Or have you done

them vithout yet?
MR. ROMIG: We have not adjusted this for --
CHAIRMAN WILSON: Do you think it will change?
MR. ROMIG: It will change based on number --
MR. BALLINGER: I think we are talking by each

other here. The number I was talking about, wvas
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transmission runs. These are Southern Company's
services charges, and I believe these were done based
on allowing Scherer in, they may change nov that
8cherer is out, and I don't knowv that ve have them.

CHAIRMAN WILSON: Why don't you check on that, and
see. Let's just kind of bypass 73 for the moment.

COMMISSIONER GUNTER: Yeah.

COMMISE TONER GUNTER: Move 74.

COMMISSIONER EASLEY: Second.

CHAIRMAN WILSBON: sStaff without objection.

75,

COMMISBIONER GUNTER: Move {t.

CHRIRMAN WILSON: Staff.

76.

COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSON: 8taff position without
objection.

7.

COMMISSIONER GUNTER: Mr. Chairman, I've got a
problem with the recommendation, and some of the .
analysis, and I don't know 1f it's the right place, but:
you see Gulf is budgeting, the question, Gulf is
budgeting 210,000 O&Ms per R&D developmental project,
are these expenses reasonable. The characterization is

that when it's an R&D project, and 1f I under-tand
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staff's recommendation, it should be excluded if it's
an ongoing R&D project. 1Is that right?
CHAIRMAN WILSBON: Are you talking about the
comment about the acld rain monitoring program?
COMMISSIONER GUNTER: Yeah. I understood that
there wvas an amount included in the previous rate case
related to acid rain monitoring, and this was and
incremental amount in addition to that. 1Is that wrong?
MR. BALLINGER: No. 1In their MFRs, not in their
MFRs, well, yeah, in their MFRs, in breaking down O&M
functions they wvere over the R&D research or the R&D
function by $210,000. As part of thelr Jjustification
they listed several programs. All of those vere new
except for in staff's position, this acid rain
monitoring. It was found that there was money budgeted
in '84. 8o there would have been a benchmark amount
for the acid rain deposition study. Tne monitoring was
an outgrovwth of it. We gave the exact same ratlionale
in the tax savings that this isn't a nev program.
COMMISSIONER GUNTER: Well, aclid deposition study
in itself was completed. That was the FCG study. Then
the, as a fallout of that there is continulng

monitoring, for instance there were three lakes in norc

Florida that vas being done wvhether there was here or

not. There wvas a forest study. There s a remainde:
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of it that is being done and put together, and I
believe that data is being sent to Bechtel, and to E.
H. Peckin (Phonetic), is it E. H., Peckin? For
inclusion in NAPATH, and that is an ongoing process
vhere some folks, because of the region they were in,
some folks expenditures, I just happened to be well
involved in, I mean, reasonably well informed about
that. Some folks' level of participation increased by
the locations in the state that they were in the areas
that wvere picked for further study.

MR. BALLINGER: Rightu.

COMMISSIONER GUNTER: 1Isn't that where wve are at
here?

MR. BALLINGER: Yeah, and I, that's exactly what
happened. What bothers me is that Gulf in their
justification shoved zero amount for this thing when in
fact there vas money budgeted for this acid rain
deposition study, this monitoring is Jjust a
continuation of that project if you will. So to me
that is not a justification of this varliance.

COMMISSICNER GUNTER: Well, where else would we
allov the monies to do that?

COMMISSIONER BEARD: They are already in the base.

MR. BALLINGER: Right, to me there should have

been money in the base. The variance would have been
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neither less or there is $43,000 hidden somevhere else.

It vas Gulf's choice to put this forvard as a
justification.

COMMISSIONER GUNTER: I don't want to see as a
justification that we are disallowing the acid rain.

MR. BALLINGER: Oh no, no, no.

COMMISSIONER GUNTER: Well, I don't want to see it

come out in an order. Because now you are talking
about potential expense to customers of 7 to 8 billion
dollars and you are going come i1. and hang that this
Commission, that I ever voted to disallow money for
that research, no.

MR. BALLINGER: We're not, ve are not taking --

COMMISSIONER GUNTER: Not this year. Not this
lifetime.

MR. BALLINGER: We are not taking exceptlion with
the program, wve are taking exception for why they
couched it as a Justification.

COMMISSBIONER GUNTER: I am concerned about that
anywvay.

CHAIRMAN WILSON: Do we no vhat is in the base?

MR. BALLINGER: No wve do not.

COMMISSIONER GUNTER: 1If you knew what everything

vas then 1 guess, would get down to zero base budg~ting

vhich is the only wvay out of this thicket. If you go
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in and pick somethlng else and stick this in and show
that this allowance vas for that other ltem. That lIs
the only way that could be done.

MR. BALLINGER: Right.

COMMISSIONER GUNTER: 1 want to tell you, howvever
this thing is voted on, 1f necessary, I would have to
vrite a dissenting on that because that thing is so
pressing on us today, big time billions of dollars.

MR. BALLINGER: Balieve me, I had trouble with
this too, with disallowing it. It goes back to the
vhole functlion of the 0&M benchmark, and the way it

works, and we had this discussion tax savings, that

just because they didn't give a Jjustification you throw

it out, even though the program itself may be good, we
had to bid with the EPRI dues and distribution of tax
savings. 80 I'm sympathetic with you. I'm not saylng

the program 1s bad or vhatever. I am saying the

justification that Gulf provided is not the proper one.

COMMISSIONER GUNTER: I would allow it. I would
move to deny staff and allowv the $43,000 for the acld

rain monitoring program.

COMMISSIONER BEARD: Well, Commissioner that to me .

certalinly gives the appearance, or potential of double
counting.

COMMISSIONER GUNTER: I don't know that it does,
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Commissioner, and it's one of the reason that I started
to challenge staff, but I didn't.

CHAIRMAN WILSON: Have we got any documentation
vhere you can look back into these accounts and see
vhat the base -- is there anything in the record that
would allov us to sort of resolve this concern at this
point, or are we beyond that?

MR. BALLINGER: I don't think so.

COMMISSIONER BEARD: You would have to go back to
‘84, vhat wvas is alloved in that rate case, and it
escalates by the escalation of the benchmark that
portion of it does up until nowv, and then you are on
top of that you are going to place this money.

MR. BALLINGER: What vas troubling is Gulf showed
a, for all of the R&D projects is zero in '84 vhen
there vas some money in '84 for R&D projects. It may
be that some projects substituted out others? But theyJ
vere showing zero for everything. And granted most of
them were new projects, so I could take a zero budge’
for '84, but this one wvas not.

COMMIESIONER GUNTER: This gets you, as far as I
am concerned, you picked the wrong one to save this
light expense on.

MR. BALLINGER: I didn't like it, belleve ne.

CHAIRMAN WILSON: Well, Commissioner Gunter have
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you moved to allow that?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: 1Is there a second to that?
Failing a second. 1Is there another motion?

COMMISSIONER BEARD: Move staff.

CHAIRMAN WILSON: 8taff recommendation on 77.

COMMISSIONER EASLEY: Second.

COMMISSIONER GUNTER: I would vote no, because of
the way the recommendation, the language in the
recommendation, and I wvould hope that staff would be
sensitive enough, that when you wrote the order,
vell, that is the only piece of the order that I wvant
to see.

CHAIRMAN WILSON: I think what you want to make

clear is that this a burden of proof item and not a

disallovance on the substance of the efforts by the i
Company, because I tend to agree with you, I think the E
staff agrees with you also, that efforts in the area
of acid rain are really critical, and are a necessary
effort by the Company, and ve don't wvant it to be rcad
as disapproving that. What this, the concern here is !
that you are doubling counting something that's alzeadyF
been included and that there vas a failure of burden of
proof to demonstrate that this wvas not already

considered.
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COMMISSIONER GUNTER: Right.

CHAIRMAN WILSON: Cause, would that be fair?
COMMISSIONER GUNTER: My concern is, I would
challenge staff to shov me vhere that had been included
another place that it was included, and you are going

to say you can't do it, so, that is the reason I didn't
challenge it.

COMMISSIONER EASLEY: I would move staff on 78.

COMMISSIONER GUNTER: I would second it.

CHAIRMAN WILSON: All right. 78 withcat
objection.

COMMISSIONER EASLEY: 79 stipulates.

CHAIRMAN WILSON: 797

COMMISSIONER GUNTER: I would move Issue 80 and
that is a calculation there vhere Scherer has been
removed and that figure.

MR. BALLINGER: There is a typo on there. It

should be 1 million 822. I don't know {if you have |t

on your vote sheet, but the amount of trancmission runs

for Scherer.
COMMISSIONER GUNTER: 822. A million and 822.
MR. BALLINGER: Right. B8ystem 1763 million
Juriscdictional.
COMMISEIONER GU.UTER: All right.

CHAIRMAN WILSON: 81.

CGOMIA AND ASSOCIATES




20

21

22

23

24

25

COMMIBSSIONER EASLEY: Move staff.

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: Without objection.

82.

COHMMISSIONER GUNTER: Move 1t.

COMMISBIONER BEARD: Does 82 change because of
8cherer?

MR. SLEMKEWICZ: 82 is a fallout.

COMMISSIONRER GUNTER: That is a fallour.

CHAIRMAN WILBON: 80 wve need to temporarily pass.

MR. SLEMKEWICZ: Temporarily pass that.
CHAIRMAN WILBON: Temporarily pass 82.

COMMISSIONER GUNTER: You would have to do --

MR. SLEMKEWICZ: You would have to do the same way

with 83.
COMMISSIONER GUNTER: 83.
CHAIRMAN WILSON: The same with 84.
MR. SBLEMKEWICZ: The same with 84.
COMMISSIONER GUNTER: B85,
MR. SLEMKEWICZ: 85.
COMMISSIONER GUNTER: Move B86.
CHAIRMAN WILSBON: Without objection.
Issue 87.
COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSON: Without objection.
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Issue 88.

Are you all about ready for a break?

CHAIRMAN WILSON: Let's take a five minute break,
and come back to 88.

(Recess)

CHAIRMAN WILSON: 8taff recommendation on 887

COMMISSIONER EASLEY: B8econd.

COMMISSIONER GUNTER: Mr. Chairman, I1'll move I%em
88.

CHAIRMAN WILSON: All right. 1Item 88, staff
recommendation without objection.

MR. BALLINGER: Commissioners, i1f I may, we need
to -- back on Issue 80 with the transmission runs again
on Plant 8cherer, there may be, in additlion to removing
Plant Scherer, there may be some additlional credits
that have been credited in UPE to reduce revenue
reguirements, and ve vant to double check those, and we
can bring those back to you with the final numbers on
total revenue reguirements. We just want to let you
know that there is a possibility that some of that
offset may be offset.

CHAIRMAN WILSBON: There is an offset to --

MR. BALLINGER: There may be. We want to look
through that and track the numbers through.

CHAIRMAN WILSON: All right.
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COMMISSIONER BEARD: Whatever the right number is,

it is.
COMMISSIONER GUNTER: Move 89.
CHAIRMAN WILSON: 1Issue B89 without objectlon.
COMMISSBIONER EASLEY: I wvould move Issue 90.
CHAIRMAN WILSON: 90.
CHAIRMAN WILBON: 1Issue 90 without objection.
Issue 91.
COMMISBSIONER GUNTER: Move it.
CHAIRMAN WILSBON: 8Staff recommendation wlthout
objection.
COMMISSIONER BEARD: Walit a minute. Okay.
CHAIRMAN WILSON: Issue 92.

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: All right. Staff recommendatlion

without objection.

Issue 93.

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: Staff recommendation without
objection.

Issue 94. Commissioner, I'm going to have to
disagree with this.

MR. BALLINGER: Well, you may not disagree once
I tell you what happened.

CHAIRMAN WILSON: I'll bet I do.
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MR. BALLINGER: When this, the way this issue was
phrased and the wvay the MFRs vere stated I was under
the impression that vas an additional expense to EPRI
dues. I wvent through the analysis like that, stating

that this was additional.

After the tax savings I went back and did a little

bit further analysis and found it. And one evening

about seven o'clock there was a couple of sentences on

cross examination that brought out that this was
basically encompassed in EPRI dues. This was an
internal allocation, and wvas called nuclear expenses.
For that reason I would have no objection to allowing
it, and that would not take exception to EPRI dues,

COMMISBIONER GUNTER: 1'm going to move staff be
denied vhen you allow those EPRI dues and research be
included.

CHAIRMAN WILSON: Okay. Without obijectlon.
Thanks.

COMMISSIONER EASLEY: Why don't we showv that as
having moved staff alternate recommendation.

CHAIRMAN WILSON: All right. Staff alt=rnate
recommendation.

MR. BALLINGER: Thank you.

COMMISSIONER EASLEY: You're wvelcome.

MR. BALLINGER: It keeps my ba.ting average up.

GOMIA AND ASSOCIATEE
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CHAIRMAN WILSON: Subject to further

recommendation.

COMMISSIONER GUNTER: Move 95.

CHAIRMAN WILBON: 95,

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILBON: S8taff without objectlon.
96.

COMMISSIONER GUNTER: Move {t.

CHAIRMAN WILSON: Without objectlon.

97.

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: §Staff without objectlon.
98,

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: Staff without objectlon.
99.

COMMISSIONER EASLEY: S8taff.

CHAIRMAN WILSON: Staff without objection.

100.

COMMISSIONER EASLEY: That's a -- this is a

summary issue. I would move staff.

CHAIRMAN WILSON: To the extent I understand,

agree.

COMMISSIONER EASLEY: This sums it all up,
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here but we don't think anything needs to be gotten.

MR. BALLINGER: Thank you.

COMMISSIONER BEARD: That's easy for you to say.

COMMISSIONER EASLEY: I have been reading these a
long time I think.

CHAIRMAN WILSBON: Issue 101.

COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSBON: Issue 102.

COMMISSIONER EASLEY: Move staff.

CHAIRMAN WILSON: Issue 103.

COMMISSIONER GUNTER: Move it.

CHAIRMAN WILSON: Without objectlion.

Issue 104.

COMMISSIONER GUNTER: Move staff.

CHAIRMAN WILSON: Without objectlon.

Issue 105.

COMMISSIONER EASLEY: Staff.

CHAIRMAN WILSON: Issue 106.

COMMISSIONER EASLEY: Staff.

CHAIRMAN WILSBON: Issue 107.

COMMISSIONER EASLEY: Staff.

CHAIRMAN WILSBON: Without objection, staif
recommendation.

108.

COMMISSIONER EASLEY: Staff.
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COMMISSIONER BEARD: And I can't get yocu all to go

back on 637

COMMISSIONER EASLEY: What is 637

COMMISSIONER BEARD: That 1s the Good Cents new

and improved program.

COMMISBIONER EASLEY: No, it's different.

CHAIRMAN WILSON: Does it have advertising in 1t?

COMMISSIONER BEARD: I don't know.

CHAIRMAN WILSON: Does Item 63 have advertising in

ie?

MR. BALLINGER: 1 don't think so. That might have

been a different one. And remember these are all

historic events.

CHAIRMAN WILSON: Sure.

MR. BALLINGER: 8o any of the other issues would

be prospective.

COMMISSIONER BEARD: I'm talking about the issue

that is Good Cents nev and improved.

MR. BALLINGER: Right.

COMMISSIONER BEARD: Is there advertising
associated vith that? There has to be.

MR. BALLINGER: I'm not sure.

COMMISSIONER BEARD: Huh?

MR. BALLINGER: I'm not sure. I can't recall

the top of my head right nov if there is.
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COMMISSIONER BEARD: Whatever.
COMMISSIONER EABLEY: Do you want to check and
tell us wvhen you bring the numbers back?

MR. BALLINGER: I have been told that wve believe

there is some because it is the entire funcilonal area.

CHAIRMAN WILSON: All right. staff on 108.

COMMISSIONER GUNTER: Move 129.

CHAIRMAN WILSON: 109 without objection.

COMMISSIONER EASLEY: 1It's stipulated anyvay.

CHAIRMAN WILSON: 110, we'll see that later.

111.

COMMISSIONER GUNTER: That is something that you
have to calculate and discuss down the road because you
don't knov vhat the overall rate of return w'll be.

CHAIRMAN WILSON: Should we walt on that until,
until tomorrow or Monday -- or Tuesday?

MR. PALECKI: I think that would be appropriate.
¥We have a big difference in our rate base after the
various adjustments have been made by the Commission.
8o ve might have a totally different recommendation.

CHAIRMAN WILSON: All right. Temporarily pass
that then.

COMMISBIONER EASLEY: 112 is stipulated.

CHAIRMAN WILSON: 112 is stipulated.

COMMISBIONER GUNTER: I would move that we accept
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it.

CHRAIRMAN WILSON: 1Item, I have 113, is that --

MR. PALECKI: Commissioners, we can go back and do
36 now.

CHAIRMAN WILSON: 1I'm sorry, what i{tem?

MR. PALECKI: Item No. 36, additinnal working
capital adjustments. That vas an lssue dependent upon
Issues 50, 92 and 100, which have all been declided.

COMMISSIONER GUNTER: Well, that is Jjust a
calculation, the results of the decisions on those.
That is not something for us to decide untll we see
those figures, is it?

MR. PALECKI: Well, I believe the Commission would
still have to vote on the adjustment.

COMMISBSIONER GUNTER: That's what I'm saying.
¥hen you get them all put together wouldn't that be the
appropriate time to do {t?

MR. PALECKI: That would be all right also. 1 vas
just pointing out it could be decided right now.

COMMISSIONER BEARD: We can vote to approve Item

36 vith the adjustments associated with 50, 92 and 1007

COMMISSIONER GUNTER: That's fline.

CHAIRMAN WILSON: And 50 ve approved. Did we
approve 927 92 we approved.

COMMISSIONER GUNTER: And 100 we approved.
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CHAIRMAN WILSON: And 100 we approved.

COMMISBIONER GUNTER: Now we go back to the fuel
issue, which is number what?

MR. SHEA: 24.

COMMISSIONER GUNTER: 24.

COMMISSBIONER BEARD: I move my motion.

COMMISSIONER EASLEY: Which was what?

COMMISSIONER BEARD: My motion war that ve would
allov a 90-day burn for plants where 90 day vas there,
and there vere twvo plants, I believe it was Schultz --

MR. SHEA: And Bmith.

COMMISSIONER BEARD: -- had a 57.6-day average
inventory, and Smith had a 64.9, and that's wvhat they

would allov. In addition you would obviously now take

out Plant Scherer Unit 3 because it's not in rate base.

CHAIRMAN WILSON: And the, let me see i{f 1
understand what the policy is we are sort of operating
on here. One is that without adequate justification
the most that will be alloved for an individual plant
will be a 90-day burn.

MR. SHEA: That's what these figures represent,
and 1f they had less --

CHAIRMAN WILSON: All right. And if they had
less, then one assumes that the reason they have less

is because --
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MR. SHEA: They need less.

CHAIRMAN WILSON: -- that is the appropriate
amount to have there. All right. 1In a, I don't want
to get -- the reason I'm asking these guestions, 1
don't vant to get trapped in to another O&M adjustment
kind of thing, benchmark *ype thing. 1If a company
comes in and demonstrates that the amount of inventory
that they have at a plant is appropriate for whatever
reasons that are assoclated with that plant, and it's
in excess of the 90-day burn --

MR. SHEA: Then we should allow that.

CHAIRMAN WILSON: -- we vould look at the merits

of that and make the decision. 1If it comes in with one

that is less than that, if it comes in with one that 1si
less than 90 days and there 1s no, there is no i
justifiable reason for bumping it up to 90 days or any |
reason for treating it other than exactly what 1t is, %
then it will be treated exactly what it is.

MR. SHEA: All you are doing is applying a generic

policy on a plant-by-plant basis rather than a system |
basis.

CHAIRMAN WILSON: Okay, and the generic policy ls
vhatever it 1s or 90 days?

MR. SHEA: Well, the generic policy would be a

maximum of 90 days.
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CHAIRMAN WILSON: And that policy of a maximum of
90 days is applied in the absence of competent
substantial evidence that it Is In excess of 90 days?

MR. EHEA: Yes.

CHAIRMAN WILSON: And othervise it's the lesser.

MR. SHEA: It would be, if they came, If they
couldn't justify it and they came in vith 88 day:s wve
vould say 86 days is fine because it's less tian the 90
days.

COMMISSIONER GUNTER: And these are annual
figures?

MR. SHEA: These are the test year annual figures,

COMMISSIONER GUNTER: Fine. That is not a
snapshot in time. When you've got the annual figures,
that should give a pretty good indicatlon of what the
reguirements are.

CHAIRMAN WILSON: You don't ever have, and this is
a side issue, you don't really ever have a case wvhere
you have a 120 days in one pile and 60 in the other,
and they can move coal from one pile to the other. You
really don't move coal from one plle to the other.

MR. SHEA: You would burn it dovn.

CHAIRMAN WILSON: That's all you do. You really
don't, you can't make up on one what --

MR. SHEA: It doesn't make sense. You would just
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stop ordering for the one plant and increase deliverles
to the plant that you you wanted to build inventoiy up
on.

CHAIRMAN WILBON: Okay. All right. 1In that case
I think this thing makes sense.

COMMISSIONER GUNTER: It does to me. You've got a
motion.

CHAIRMAN WILSON: You moved, and you seconded it
Any objectlion?

COMMISSIONER EASLEY: 1I'm going to vote no Jjust
because I don't understand it. I am having trouble
making the transition from the 90 system-wvide average
to plant by plant. That's all.

CHAIRMAN WILSON: All right. On Issue 24 then,
Commissioner Beard's motlion. And these are the fligures
on here.

MR. SHEA: 8o that would be without Scherer to
make an adjustment of $6,016,717 on a jurlsdictional
basis.

CHAIRMAN WILSON: All right. Do wve need to go
back and address anything else at this point?

MR. ROMIG: Commissioner --

MR. PALECKI: The only thing that the Commission
could address I believe is Issue No. 2, although it's

kind of a fallout issue. There i3 an issue that was
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raised by Public Counsel that the total Company plant
is overstated by 11 million or §11-1/2 million, and --

CHAIRMAN WILSON: Where is that issue?

MR. PALECKI: That is Issue 2, and although it's a
fallout issue, it's not a fallout unless there is a
decision made on the Public Counsel's position, elither
accepting it or rejecting |t.

MR. ROMIG: Basically what Public Counsel did,
they went back and they looked, they picked a point in
time vith regard to plant in service only without
consideration of the other components, i.e.,
accumulated depreciation, construction wvork in
progress, or any other items.

ve requested tate-filed wxhibit 6706, which brsonght
all the components, the rate base, plant, accumulated
depreciation, property held for future use, the whole
nine yards up through May wherein in my opinion they
justified any kind of variances they may have had
related to refunds received back from Plant Scherer
from Georgia. The only adjustments --

CHAIRMAN WILSON: That wvas Late-filed 5707

MR. ROMIG: Yes, sir.

CHAIRMAN WILSON: 1Is this just sort of in the
nature of a sanity check? 1Is that vhat I'm looking at

here?
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MR. ROMIG: That's vhat I would consider !t. I
think there is considerable discussion on the record
about using the most recent data, also in the use of
all the components of plant in service, net plant in

service as opposed to one single line item. So for
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this reason ve recommend that no --

CHAIRMAN WILBON: Motlon on Issue 2?

COMMISSIONER GUNTER:

CHAIRMAN WILSON: All

on Issue 2.

Move |it.

right. OJtaff recommendation

MR. ROMIG: Thank you.

COMMISSIONER BEARD:

MR. PALECKI: We would just wvant to clarify that

that is not to the figures, but to the recommendation,

the figures will change.
COMMIESIONER GUNTER:

calculated.

That is with the adjustments.

The figures will have to be

CHAIRMAN WILSON: I'm sorry, vhat was that?

CCMMISSIONER GUNTER:
If there is anything else,

back to.

CHAIRMAN WILSBCN: Okay.

And 4.

COMMISSIONER EASLEY:

MR. VANDIVER: I think Mr.
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the only member of staff that has been through this |
wvonderful process before, and I think he has got a i
suggested wvay to go for tomorrow, and Tuesday. |
MR. SLEMKEWICZ: Well, I assume that tomorrow you |
are going tu start on the rate issues, and sometime, 1
hopefully early in the morning, we will have the final |
revenue nuabers for you to vote on so that once you get
finished with the rate issues they, the rate sec.ion
will have the opportunity to do their rate design over
the weekend and Monday so that Tuesday they can present
the rates to you, the actual rates.
CHAIRMAN WILSON: That's the vay I understood it.
Do we want to start into a little bit of rate _
design or do it in the morning? Why don't we Jjust E
knock off for the afternoon and we'll start back on thei
rate stuff in the morning. !
Are we scheduled to start at 9:30 or 9:007 9:30.
Has it it already been noticed for 9:307? Let's make 1ti
nine o'clock in the morning. !
i

(Whereupon, the proceedings recessed until 9:00 a.m.

Friday Morning.)
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HMR. VANDIVER: Commisslioners --

CHAIRMAN WILSON: Yes.

MR. VANDIVER: -- this is the Gulf Powver
reconsideration. Gulf Power fil-:d four motions. Those
four motions are outlined on the first pace of the
recommendation.

Public Counsel responded to all of those motions
and filled a cross-motion for recons!deration as well.
Novw, ve can go through issue by issue, hovever, you all
vish to proceed.

CHAIRMAN WILSON: 1 think issue by issue would be
probably the most organized wvay to deal with this which
wvould start us off vith the --

MR. VANDIVER: The motion for reconsideration by
Gulf Power Company, this relates to the refund of
interim rates.

CHAIRMAN WILSON: All right, let me ask you a
couple of questions about that. The interim was based
on vhat test period?

MR. SLEMKEWICZ: September 1989.

CHAIRMAN WILSBON: 12 months ending September 1989.

MR. SLEMKEWICZ: That is correct.

CHAIRMAN WILSON: All right. The full rate case

vas based on 1990 projected.
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MR. SLEMKEWICZ: That is correct.

MR, VANDIVER: 12/31 test year, 1990.

CHAIRMAN WILSON: The calculation of the refund as
it stands nov is that we took the midpoint of the
authorized rate of return.

COMMISSIONER GUNTER: The nevly authorized.

CHAIRMAN WILSON: The newly authorlized rate of
return, and simply plugged that in to the figures that
vere dealt vwith in the interim using the same data that
ve based the interim on which wvas the 12 months ending
-- what was it, September ‘89?7

MR. SLEMKEWICZ: That is correct.

CHAIRMAN WILSON: That vas the only thing that vas|
done?

MR. SLEMKEWICZ: That is correct.

CHAIRMAN WILSON: The lav says that the interim

vould be calculated to either lover or increase the
utility's rates during the pendency of the hearing. i
MR. VANDIVER: That's correct. i
CHAIRMAN WILSOM: To the midpoint of the nevly E
authorized rate of return. That is the standard to ;
reviev after you go back and look at interim after -- {
MR. VANDIVER: Yes, sir. The question -- !
CHAIRMAN WILSON: And the statute that wvas chanqed|

in 1980 -- 1 don't remember vhen 1t was, but it ailowed
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permanent.

MR. VANDIVER: I think that was in the 1980
legislation, yes, sir. The question becomes, I
believe, vhich base you apply the ROE to, should it be
the test year used in the full case or the assets used
in the interim, the time that the rates wvere in effect,
or should you go back to the period ending 8eptemoer of
1989.

CHAIRMAN WILSON: Well, I looked at the dlscussion
that Mr. Talbott had at that agenda conference, and I
think the point he made is vhen your interim, the year
that you determine your interim and the year that you
determine ycur permanent do not overlap, then the
interim has to stand on its own based on that test year
information for the interim. 1Is that right?

And your discucsion about this case was that the
time during which the interim rates were in effect in
fact vas encompassed within the test year itself fo:
the permanent rates, therefore, we had the Information
that we do not ordinarily have, which is data from the
data during the interim period.

MR. SLEMKEWICZ: Right. On a projected baslis
hovever.

CHAIRMAN WILSOM: On a projected basis. Because
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the statute actually says to reduce or increase the
company's rate of return during the pendency of the
case, but wve usually don't have that data, and we have
alvays read that to mean a test period that is I guess
theoretically representative of the period during the
pendency of the rates. 8o ordinarlly we are¢ not even
able to make that kind of calculation, Is that --

That vas your point, Mr. Talbott, is that right?

MT. TALBOTT: That's correct.

CHAIRMAN WILSON: By the same token vhen the law
vas changed in 1980 to allov separate test years for
interim and permanent, you sort of have your choice
about the demonstration of your need. You can, you can
take, do a demonstration on a historical period that
you need an interim increase, and then you can ask for
your permanent on a different test year using a
projected period I think is the usual dichotomy, is
historical for interim and projected for permanent.

MR. SLEMKEWICZ: That ls correct, and vhat led to
that vas one case vhere there vas a projected test year
and they vanted interim and they had to use a projected
basis to do that.

CHAIRMAN WILBON: Uh-huh.

MR. PALECKI: The reason that --

CHAIRMAN WILSON: The delightful inconsistency
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with that was that you would have to show a current
deficlency based on projected data, and there's sort
of a logical flaw inherent in that.

HMR. SLEMKEWICZ: That's correct.

MR. PALECKI: The reason that staff has
recomsended reconsideration is one of fairness. 1In the
Southern Bell order, which is attached to the staff's
recommendation the Commission has done an extensive
analysis of exactly this question that we arc
discussing. And the Commission there said there are
three options available to the Commission, and they go
through each of the three options. One of the optlons
is use of the data from the test year used in granting
the interim rates, and that is vhat wve have done in
this case in our initial recommendation, and it's wvhat
the Commission voted on.

On reconsideration wve have determined that that is
really not the most fair or the best way to do it,
although it is legally defensible. 1In this particular
case the use of the data from the test year used in the
full rate case, wvhich actually overlapped the interim
period, is much more fair and equitable, and that's why
ve have recommended that the motion for reconsideration
be granted.

And in the Southern Bell order that the Commission
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has analyzed the use of the three options and their
£inal vote in that case wvas that they used the data
from the test year used in the full ratc case. 8o
although these three options are all available, they
are all legally defensible, I think clearly the use c€
the data from the test year used in the full rate case
is the most falr and equitable method of calculating
vhether there should be an interim refund.

MR. VANDIVEBR: In terms of the magnitude of this
refund, it's .176 for KWH. 8o that would be a $1.76
basically for an average residential customer.

CHAIRMAN WILSON: For a thousand KWH.

MR. VANDIVER: VYes, sir, is the amount you are
looking at on a per customer basis.

CHAIRMAN WILSON: Questions, Commissioners?

COMMISSIONER MESSERSBMITH: Mr. Chalrman, I Jjust
need for the record to note that this 1Is an issue that
vas voted on prior to my participation.

CHAIRMAN WILSON: Right.

COMMISSIONER GUNTER: Let me make sure so that
there is no misunderstanding on my part, the practical
effect could be, one scenario, could be that you wvould
take the equity return which was authorized to the
Company in existence, that wvas in existence at the time

the interim rates were granted and use that equity
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component in calculation of any interim award, final
interim avard.

Or, tvo scenarios, or you can take the nevly found
authorized rate of return, which fits paren four of the
interim statute, and use that interim, use that newly
found authorized rate of return in calculation of the
interim that would have been alloved. Those two
scenarios, is that sort of bottom line where you are
at, because the arqument is over the equity returr, the
egquity component that was used in the calculation,
isn't that corzect?

MR. VANDIVER: I think you are required to use, to
teat the interim avard with the nevwly authorized.

COMMISSIONER GUNTER: Well, isn't that the
argueent though? Isn't that just a bottom-line
argument?

CHAIRMAN WILSOH: I don't think the arqument lis
the difference betwveen which equity rates you use. The
argument 1s which test per!od data you apply the nevly
authorized equity period.

MR. PALECKI: The question is really which data
you are using. The interim test year that was used had
a much lowver bottom-line return, base -- rate base.

COMMISSIONER GUNTER: I understand.

MR. PALECKI: And after the rate case vas
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conducted and the hearing vas had, wve had a much higher
rate base.

COMMISSIONER GUNTER: I wvas just trying to cut
through to wmake sure that I understood. So it's not
a difference in equity component, it really is a
difference in the rate base and its two test periods.

MR. PALECKI: That is correct.

COMMISSIONER GUNTER: 1Is vhether you used the tect
period for the interim year or the projected year.

MR. PALECKI: Exactly.

COMMISBIONER GUNTEBR: 1In the calculation of
interim rates. That's, because it had to be one or the
other.

MR. PALECKI: At the time the interim rates are
determined all you can use is the interim year. And
the argument that Gulf has made is that after the rate
case you have a much better picture, and after you have
looked at the projected test year you have better data.
And that ls the same conclusion that the Commission
came to in the Southern Bell order. They said the
better way to do it is using the data from the test
year used in the full rate case.

CHAIRMAN WILSON: What is the, what is the
principle -- what is the goal that ve are trying to

achieve here? Wwhat does the statute say?
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MR. PALECKI: The statute says any refund ordered
by the Commission shall be calculated to reduce the
rate of return during the pendency of the proceeding to
the same level within the range of the newly authorized
rate of return.

COMMISSIONER EASLEY: What are the -- is the main
difference between this and the Fernandina case the
overlapping of the test year?

MR. PALECKI: I didn't get the gquestion.

COMMISSIONER EASLEY: The main difference between
this one and the Fernandina case, is It the overlapping
of the test year?

MR. PALECKI: Mo, it's not the only difference.
That is one difference. Well, I would say tha%, that
that is a difference. But in the Fernandina case the
question as to vhich test year should be csed to
determine interim vas never really raised. It was just
calculated using the data --

COMMISSIONER EASLEY: From the interim.

MR. PALECKI: -- from the interim rates. And this
guestion I don't think wvas ever fully developed.

COMMISSIONER GUNTER: And the only piece in the
statute that covers the difference in time periods that
I have been able to find is in paren one, 366.07(1),

and it's just such interim rates may be based on a test
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period different from the test period used in the
request for permanent rate relief. That is the only
reference I can see to different time period. So it's
before the Commission as to which one to use, isn't
that correct?

MR. VANDIVER: We believe --

COMMISSIONER GUNTER: There's no statutory
guidance there.

MR. VANDIVER: We believe that all of these
options are legally defensible. What ve've, and wvhat
ve've done is we have looked at it and we've sald wve
think this is the best one. But I think it's within
your discretion to choose any one of them. Because as
you point out, Commissioner Gunter, the slatute doesn't
provide guidance. We do not have a rule on the
subject, and wve've got precedent frankly on both sides.

COMMISSIONER GUNTER: Now, 1 can recall that wve
even used it loosely enough in some previous
proceedings that the nevly authorized, you knovw, more
than covered the interim so you go on, way back when,
and that is just an oversimplification, which I'm
gullty of on numercus occasions.

MR. PALECKI: Well, although it seems like an
oversimplification, that really would be the Option

Mo. 3 that is cited In the Southern Bell order.
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COMMISSIONER GUNTER: Sure.

MR. PALECKI: It accomplishes the same thing.

COMMISSIONER GUNTER: It accomplishes exactly the
same thing.

MR, PALBECKI: 1It's just an easler vay of saying
it.

COMMISSIONER GUNTER: Yeah.

MR. PALECKI: And that's vhat wve would ask be done
as far as this case is concerned, and that the
reconslideration be granted, basically that the newly
author!ized rate Increase would more than cover the
interim.

COMMISSIONER GUNTER: Which is the one that 1
would have been so comfortable with over time because
nobody got short-sheeted, and we are supposed to, I

think, be trying to cut down the middle and see the

interest of all the partlies are protected.

MR. VANDIVER: Right. Our reading of the past {
Commission orders, Gulf Power cited like five or six
cases vhere you had used this method in the past.
There were two cases, recent cases, the Fernandina
Beach being the most recent where you used this other
method.

COMMIBSIONER GUNTER: Yeah.

COMMISSIONER BASLEY: What is your pleasure? |
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COMHISSIONRR BEARD: Mr. Chairman, I'm goling to go
ahead and move staff on Issue 1. I think it's
consistent vith vhere wve have been, at least in my
recent recollection and vhere ve should be, and it's
the fair treatment. And I tend to be consistent in all
my votes in this i£ I can.

COMMISSIONER GUNTER: 1 would second that motion
on staff's recommendation on Issue 1.

CHAIRMAN WILSON: All right. 1It's becn moved and
seconded. All in favor signify by saying aye.

Opposed.

MR. VANDIVER: 1Issue 2 is Gulf Power's motion fo
a stay. As you recall you all reduced the return on
equity by 50 bases pointe. Gulf Pover has sought by
this motion asking you to stay the effect of that whil-
they appeal this to the Supreme Court, collect the
higher rate and make that subject to refund under bond
The staff has recommended against the stay.

COMMISSIONER GUNTER: Move staff.

COMMISSIONER EASLEY: Second.

COMMISSIONER BEARD: This isn't a request for
reconsideration of that?

COMMISSIONER EASLEY: No.

MR. VANDIVER: No, they are asking to stay your

action wvhile they appeal.
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CHAIRMAN WILSON: Staff recommendation has been
moved and seconded. Any objection?

All right, Issue 3.

MR. VANDIVER: This is the Public Counsel's motion
for, cross-motion for reconsideration. We also |
recommend that this be denled.

COMMISSIONER GUNTER: Move staff.

COMMISSIONER BEARD: And I am going to, again that
is wvhy I vas asking the gquestion eaxlier, I am going to
vote against that because of my earlier position on the
penalty.

CHAIRMAN WILSON: Let me ask a guestion. I am
trying to understand wvhat the issues are here. And
the staff recommendation is that the 50-bases point
reduction vas intended to be, to extend for a two-vear
period on a prospective basis as of the date of the
institution or effective date of the rates in the case
and was to extend two years.

MR. VANDIVER: Yes, sir, it's staff's view that
the 50-bases point reduction is a temporary measure;
that the ROE that you found reasonable on a goling-
forvard basis vas 12.55. There is a twvo-year hiatus
vhere they don't get 12.55, where they are entitled to
earn 12.05. But we think that the rate that you should

look at is the 12.55 and not the temporary reduction.
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CHAIRMAN WILSON: And the reduction is a
recognition of past management.

MR. VANDIVER: Past mismanagement.

CHAIRMAN WILSON: Past mismanagement. So it's a
prospective penalty for past mismanagement. It is not
-- jit's not a penalty or reduction relating to current
management?

MR. PALECKI: That is correct. !

MR. VANDIVER: That's a difficult question because
in your order you found tvo bases for the
mismanagement. One of the basis for mismanagement
involves someone still with the company, and the other
basis does not. You would say you didn't find any
ongoing prospective mismanagement. They vere all prior
to the hearing. 8o in that sense it was in the past.

CHAIRMAN WILSON: Well, the issue thils sort of
raised as I vas reading through the brief, the point
vas made that this is so many thousand dollars a day.

MR. VANDIVER: 6,000 some odd.

CHAIRMAN WILSON: Whatever. And it vas almost
portrayed as If this was a dalily fine that was being
meted out on a day-by-day basis over the period of the
next two years, and I vas trying to -- it just raised
the guestion in my mind as to what exactly, what

exactly we have done here. [ mean the reason that I
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asked that question is the penalty, an ongoing penalty

for past management acts, or whether it's = current
penalty for current management or mismanagement acts.
And your answer to me is that it's a penalty for past
mznagement acts.

MR. VANDIVER: I think all --

COMMISSIONER GUNTER: If I can, Mr. Chalrman,
there has been a flipside of this interestingly enough
with this Company. Back about ten years ago this
Company recelved an increase in eguity return for past
practices through conservation efforts that had taken
place. They were far in the lead in this state, and in
a rate case they received, and I recall 10 bases
points, wvhich was prospective application for past
practices because of benefit to the public.

MR. VANDIVER: Given the nature of our --

COMMISSIONER GUNTER: I am just saying there is --

CHAIRMAN WILSON: That's why I'm trying to get a
grasp on that. If the Company on the date that they
had received that 10-bases point kicker on rate of
return had ceased all, all conservation efforts, would
they have continued to receive that award in the future
for past actions?

MR. VANDIVER: They vould@ have because of the

nature of this process. You all would most likely not
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£ind out about that internal company policy until it
vas brought to your attention at a future hearing.
Okay, nov they would have been collecting that all
along until such time as you all got the facts, made a
decision based on that record evidence, et cetera, et
cetera. But it's always a looking-back process, if you
will, because you never have contemporaneous knowvledge
of what is going on today as a general rule in your
proceeding. The testimony is prefiled months in
advance and they describe various events within a test
year, et cetera, et cetera, and It's alvays backwvard
looking to some extent.

CHAIRMAN WILSOMN: All right, I'm still not certain
I know exactly vhat it means, but is there a motion?

COMMISSIONER GUNTER: I move Issue 3 of staff's
recommendation.

CHAIRMAN WILSON: Staff recommendation on Issue 3
vithout objection.

COMMISSIONER GUNTER: And four.

CHAIRMAN WILSON: And one no; that is consistent
with your prior vote?

COMMISSIONER BEARD: Yes.

MR. VANDIVER: The last issue is a mistake the
staff made in drafting the order. 1It's a clerical

thing. It vas my mistake and I apologize.
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COMMISSIONER GUNTER: To the whipping post.

CHAIRMAN WILSON: All right. Without objection
Issue 4 is approved,

MR. PALECKI: To just ask for a clarification on
Commissioner Beard's dissent on Issue 3, that would be
only as to the issue concerning the amount cf the
penalty, is that correct?

COMMIBSIONER BEARD: Yeah.

HR. PALECKI: Thank you.

MR. VANDIVER: Commissioners, Mr. Blemkewvicz
informs me there is really no reason to keep this
docket open. Could we go ahead and close it?

CHAIRMAN WILSON: Without objection?

COMMISSIONER GUNTER: Yeah.

CHAIRMAN WILSON: All right, the docket is closed.

(Whereupon, discussion on the above item concluded.)
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PROCEEDTINGS

MR. VANDIVER: Commissioners, I think wve are here
today to set the rates and to take care cf one last
issue, the interim issue. We can proceed in any
order that you all wish.

COMMIBBIONER GUNTER: Do the rates flrst?

CHAIRMAN WILBON: Yeah, let's go ahead and do the
rates.

MB. KUMMER: Commissioners, I distributed
yesterday afternoon the final increase spread which is
shown on 8chedule A, this is developed vithin the
parameters that ve discussed on Friday and that you
approved on Friday. Schedule B is essentlally a

fallout. This is wvhat those numbers generate. And

Schedule C shows they represent a thousand KWH bill.
CHAIRMAN WILSON: To make sure I understand what %
I'm reading here, before the interim increase the zates!
for a, thousand K¥H on Schedule C would have been 5
$68.14. After the interim there vere $69.19, and 1f ve
approved these, after we approve these rates the going-

forwvard rate for a thousand KWH vill be $67.60.

M8. KUMMER: Civen these fuel and -- ]
CHAIRMAN WILSON: Given those fuel assumptions, ,
right.
M8. KUMMER: And the reason that dropped is !
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because of the elimination of the seasonal rate.

CHAIRMAN WILSON: I understand. All right. Any
questions about --

COMMISSIONER GUNTER: No, 1'll move statf.

CHAIRMAN WILSON: All right. Without objection
then, the staff recommendation on the calculation of
the rates is approved.

MS. MEETER: The last column shows what the rates
will become in two years.

M8. KUMMER: On 8chedule B.

M8. MEETER: On Schedule B. And that is based on
a .879 percentage increase across the board.

MS. KUMMER: .879. And as a housekeeping matter,
would you like in this order that the Company will file
rates according to this on, I guess August, by August
15th, 1992, I guess it would be two years.

MS. MEETER: To be effective on.

MS. KUMMER: 3September 15.

COMMISBIONER EASLEY: Are you talking about the
nev tariff.

MS. KUMMBER: After the management penalty explres,
that's what this fourth column ls.

COMMISSIONER EASLEY: 1I'm sorry, I thought we had
already decided that.

COMMISSBIONER WILBON: I think we have.
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M8. KUMMER: You did decide. Do you want this
order to reflect that they will file these rates?

COMMISSIONER WILSON: Yes. That was part of the,

ve don't want the --

M8. KUMMER: Just a point of clarification.
COMMISSIONER GUNTER: We don't want the fight in

the parking lot. We vill take care of

M8. KUMMER: Thank you.

COMMISSIONER EASLEY: What have we got left Mr.

Chalirman?

CHAIRMAN WILSON: We have the calculation of the

interim.

MR. VANDIVER: Commissioners, on 111 wve wvere |
concerned that perhaps the issue had not been developed
fully enough in staff discussion, and

Southern Bell interim order from 1962

discusses those options for you all.

happy to ansver any questions. And I
previously you have been handed the calculation that Iis

adjusted by the earlier decisions you had made in the

full case.

COMMISSIONER GUNTER: Well, Mr.

Issue 111 poses somevhat of a dilemma in that we have a
mismatch in vhat fits. I think ve go back and you loox

at previous policy prior to the last couple of small
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cases that we had, previous policy has been that, and I
think if my recollection serves me correct, we had an
interim year, and a test year was the same, vas one and
the same. And so ve didn't have a mismatch such that
you would have, and I'm not incorrect in some of the
cases that wve had recently, we've had the situation of
same test year and the same interim year. 1 may be
incorrect on that. Mr. Slemkewicz could probably heip
me .

MR. SLEMKEWICZ: I believe in the last TECO case
they did file a historical test year, and the Interim
year and the full year I believe vere the same test
year.

COMMISSIONER GUNTER: Right. And ve, in the cases
previously we had been on a dollar amount, which I was
a little concerned about vhen I read the statf's
recommendation. The last sentence was the only
development of wvhat the Commission poclicy had been, wvas
that previously, up until I guess the Fernandina, well,
until the Florida Public Utilitles case, we wvorked it
on a dollars basis, the dollars in the final award were
greater that the dollars on the interim It just wvent
on, isn't that right?

MR. SLEMKEWICZ: 1In the majority of the cases.

Various methodologies have been used over time, but
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probably predominantly is the dollars.

COMMISSIONER GUNTER: Yeah, and in this one, 1t I
can understand staff's rationale, even thouvgh we had
a historic test year and a projected, based on
historical data with the projected teast year and the
interim not even really based on a full time pzriod,
the staff's recommendation is now with the projected
test year that ve have in this case, because ve found a
lover return, to apply that lower return on calculatlion
retroactively, is that correct?

MR. SLEMKEWICZ: That is correct.

COMMISSIONER GUNTER: 1 guess my problem is, this
is the first time it's sguarely been precented in that
direction, and the statute does allowv a different
period for interims, and a different period for the
test year on the going-forvard rates.

MR. SLEMKEWICZ: That 1s correct.

COMMISSIONER GUNTER: And so that this is the
first time, at least in my recollection, that it has
been focused, I guess, to the point of this sort of
recommendation. Not saying ve didn't vote. Sometimes
you vote on things that are not focused, to the point
that they highlight them, so you have to really think
through them. Eltlier methodology is correct, is it

not?
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Is it legally correct? I guess is the concern I
have, is it correct in trying to think through this for
us to, to go backwvards when you have a different test
year?

MR. PALECKI: Yes, I bellieve that under the case
lav, and also the Scuthern Bell case, there are three
options that are available to the Commission and any of
them are legally correct, and the gquestion is which is
the appropriate methodology for this particular case.
And the case lav states that the Commission has wide
discretion with regard to interim rates and interim
refunds. 8Specifically, the case of United Telephone
versus Mann, talks about the wide discretion avallable
to the Commission in determining the amount of revenues
collected during the interim periods. 8o, the question
is what is the appropriate methodology. I think, any
of them can be legally justified.

COMMISSIONER GUNTER: Mr. Talbott, can you help in
this thicket at all and help me, because I'm in a
quandary.

MR. TALBOTT: Yeah, I apologize for not being as
familiar with all the detalls of this case as I
normally would be because 1 have been on vacation.

COMMIBSIONER EASLEY: Your timing ls impeccable.

COMMISSIONER GUNTER: No excuse.
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20

21

22

23

24

25

395

MR. TALBOTT: On this particular issue it's more

of a generic issue, and I am familiar with generally
vhat I think the options are and wvhat the Commission
has done, and I have my ovn personal, professional
opinion as to which option I think is the best fit on
this particular case.

As Mr. Palecki has already told you, I think the
Bell case that he has referred to and handed out |is
sort of the landmark case of what the options are
avallable to the Commissioners under the interim
statute. And in that order that has been handed out,
there's three available options, and they are numbered
one, two, and three, in that order.

The first option is to use the actual data during

the period that the interim rates vere in effect, and
to the best of my knowledge the Commissioners have }
never used that option for a very practical reason, andi
that is that the financial data to make that
calculation isn't really available, and we are all |
suffering from data overload on rate cases anyhow. We |
already calculate the interim and then we have a case

in chief and they have a third calculation and it é

really wouldn't be cost effective. 8o, the

Commissioners have always used one of the other two

options.
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The second option in that Bell case, you used the
data from the test year used in the full case. My
personal opinion is absent some compelling reason to do
othervise that is the one that I would prefer the
Commissioners alwvays use because it's the test year
that is used in the full case that gets all the
scrutiny, and it's the one with cross examination, and
depositions and so forth and so0 on. You do have .o be
sure that you checked the revenue requirements that you
come up with in that, a full rate case, to be sure
there aren't any adjustments that are prospective In
nature like an attrition allowance or a depreclation
represcription or something like that. But absent any
of those types of adjustments, and in the Gulf case I
am told there are no adjustments of that nature, then
you simply compare the dollars of revenue requirement

in the full case with the dollars in the interim, and

as long as the ultimate revenue requirements are largeri

than the interim thexe wouldn't be any refund.

The third option is to use the test period used in

the interim, and that is a legally defenslible optlon.
It's the one that vas recommended in this case, and it
is the one that I guess that was used in the last two

smaller electric cages.

80 I think either of the two options are available
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to you. Nelther one of them would be wrong.

My professional opinion in this particular case
predominantly because the interim rates wvere collected
from March forvard in this case, and the test year used
in the case was 1990, I think the best fit would be to
use the test year used in the full rate case as a proxy
for that interim period and if you did that there would
be no refund of the interim. But that is my personcl,
professional opinion and either of the twvo options
would be legally defensible.

CHATRMAN WILSON: As a practical matter {n any
case then vhere the company has received make whole
relief on interim under the statute during a time of
declining capital costs, if the final award is higher,
they will receive or there will be no refund of interim
even though there are declining capital costs,

MR. TALBOTT: As a general proposition that is
true.

CHAIRMAN WILSON: All right. Under this, under
the recommendations in the staff recommendation is, if
you have declining capital costs the final avard can be
higher yet you still may have a refund of interim if
the awvwrd, 1f tha capital, determination of what the
cost of capital is lower in the f£inal awvard than it

was in the interim. Assuming different, well, even if
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it vere the same test period you would end up with the
same result,

MR. TALBOTT: 1I1f the midpoint that you ultimately
authorize is lower than the previously authorized floor
you are alvays going to get a refund.

CHAIRMAN WILSON: If the dollars are higher in the
permanent you will never have a recfund.

MR. TALBOTT: Assuming there are not a lot of
adjustments that are strictly prospective in nature to
vhere you would have to adjust the revenue
requirements to get an adjusted figure to compare to
the interim. And in this case I don't think there are
any. Like in the Bell case that we handed out there
vas an attrition allowvance that was strictly
prospective in nature that had to be adjusted out.
There was a depreclation represcription that wvas
prospective in nature that had to be adjusted out. It
obviously wouldn't be fair to just compare the dollars
if part of the revenue requirements being granted are
to take care of something that is strictly prospective
in nature like a depreciation represcription. You
wvould to have back that out and then compare the
adjusted dollars with the interim. But in this case I
don't think there are any adjustments that are

prospective in nature so you wouldn't make any
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adjustment, therefore you would simply be comparing the

revenue reguirements in the case in chief vith those
granted in the interim. And as long as the revenue
requirements in the case in chief were higher there
vouldn't be any refund. 1It's only on If they were
lover that there would be a refund.

COMMISSIONER EASLEY: Ready for a motion?

CHAIRMAN WILSON: Yeah.

COMMISSIONER EABLEY: Mr. Chalrman, I'll move
staff recommendation.

CHAIRMAN WILSON: Any objection tc that?

CHAIRMAN WILSON: All right. Without objection
then staff recommendation on lnterim.

I don't see anything else we need to do this
morning? All right. Thank you.
(Whereupon, discussion on the above proceedings

concluded.)
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