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FEDERAL EXPRESS 

Mr. Steve c. Tribble, Director 
Division of Records and Reporting 
Florida Public service Commission 
101 East Gaines street 
Tallahassee, FL :\2301 

Re: 

Dear Mr. Tribble: 

.-.oaT o ,.r,cc:: e oA •ze •o 
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Pursuant to my recent discussion with Kay Flynn in your 
office, enclosed please find for filing in the official record 
of the above docket the transcripts of the Agenda Conferences 
held August 9 - 14, 1990, and December 4, 1990, together with 
the original and 15 copies of Gulf Power COmpany's Notice of 
Filing with respect to saae. Please acknowledge receipt by 
stamping the duplicate of this letter which has been enclosed. 

Thank you for your assistance in this matter. Please 
do not hesitate to contact me if you should have any questions. 

Very truly yours, 
J ( 

r)"r ·· s:- Cj_C:o ~ - ( _ {~c. --> 

Teresa E. Liles 
For the Firm 

cc: All parties of record 

enclosures 

~~:=t~ 
-----------

·tZ > 

'J1~t_A_~ - ~ ,.. .-... ooctfa:1'E•;T I I , I • ". 

00632 J.\'l l C C! 
, . - , .. ~o·,·:. 

,.(_'JC•Il 'Jl,Lt l .lo\ 
I ..JV ('\[..\1 • "' 

J- ~ 



• 2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

~ 
13 

14 

- IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

,-.. -- . 

n• u: 

BBPOI& THB 

FLORIDA PUBLIC SIRVICZ COMMISSION 
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Requeat by GULP P~WIR COMPANY for a rate increase. 
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DOCK&! NO. 891345-Bl 

Chalraan Michael Wilson 
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Friday, August 10, 1990 
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Tallahassee, Florida 
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Notary Public in and for the 
state of Florida at Large 
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P R 0 C B a D I N G S 

HR. P&LICKI: Coaa1aa1onera, ve have coae up vith 

•n alternative revision on Issue 5, vhich has been 

voted on already, but technical staff has recognized a 

defect ln tbe lnltlal vote because of failure to 

subtract the coat of furnishings regarding the third 

floor of the corporate headquarters. 

COMMISSIONER BASLBY: Hr. Chalraan, in order to 

9et ua in the right posture, I aove to reconsider the 

vote on Issue s. 
KR. P ALBCK I : Thank you. 

COHMISSIOHBR GUNTBR: I'd second that . 

CHAIRMAN -ILSON: lll right. We are back on Issue 

5. 

MR. SLSMXPICZ: And the revised calculation, 

vhich is reflected on the back of that schedule that J you have1 is the aaae that you voted for except that 

takes the furnisbinCJs out of the calculation before you 

disallow square foota9e. And it's froa ay 

undera~ndlnCJ there aren't any furnishings on the third 

floor, ao that al9ht overly penalize them to include 

the furnishings ln that calculation. 

COHHISSIONBR EASLEY: I vould aove the revision on 

Issue s. 
COKHISSIONBR GUNTBR: That's appropriate. 

OOMIA AND ASSOCIATES 
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COKMISSIONBR BAGLBY: Yeah, I think 1t make~ 1t a 

defensible position. 

CHAIRMAN WILSON: All right. All 1n favor of the 

revised nuaber vb1ch reflects the elia1nat1on of 

furn1sh1n;s froa the calculation signify by s ylng aye. 

MR. SLBKKBWICI: The next issue ls Issue 80, which 

dealt vith the transa1sa1on rents, and in staff'e 

CHAIRMAN WILSON: Are ve going to where ar~ ve 

at the point that ve can see an entire spread~heet on 

this? 

KR. SLBHKSWICZ: Well, I need to have these three 

issues resolved before 1 can do a final run to co~~ up 

vith soae revende reQuireaents. 

COKHI8810NBR BIARD: Hov long ¥111 that take? 

MR. SLBHXBWICZ: I should be able to have 1t by 

lunch tlae or before lunch tiae. 

CHAIRMAN WILSON: All right, go ahead. 

HR. SLBMKBWICZ: On Issue 80 vas the transmission 

rents, and in the ataff 1 s original r ecoaaendatlon, it's 

vas ~ero because ve vere leaving Scherer ln. When 

Scherer vas taken out, baaed on ataff 1 a recommendation 

at the a9enda, it vas to reduce rents by 1,763,000. 

Hovever, staff has gone back and reviewed the MFRs and 

aoae interrogatories, and has deterained that there vas 

eoae double counting in that nuaber. rnstead of 

GOMIA AND ASSOCIATBS 
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1,?63,000 the reduction should only be 423,000. 

COMMISSIONER BASL&Y: Have ve voted on Issue 80? 

COMM188IONBR BIARD: Where ia that figure in the 

apreadaheeta? 

MR. SLIMKBWICZ: That vould be ln O'H for Issue 

80. 

OOKHISIIONEI GUNTBR: Well, I go to Issue 80 on 

the etaff reco .. endatlon, I don•t even find the 

tranaalealon rente figure that you have under the per 

vote. 

MR. SLBMXBWICZJ That la correct, because again ln 

the etaff'a recoaaendatlon ve aaid include Scherer, so 

there wouldn't be any adjuataent for tranaalsalon 

rent.. 

COMKISSIONBR GUNTBR: Read the recoaaendatlon on 

Page 145, staff'• recoaaendat1on. It sald, yes, 1£ 

Plant Scherer 1a included ln the Coapany•e rate base, 

if plant Scherer is not alloved these expense 

categoriee vould be reduced by a a1llion 822. 

MR. SLBMKBWICZ: Right, that vaa a aystea nuaber. 

COMMISIIOHKR GUNTER: Hold on just a a1nute. Then 

I looked for a vote that you reduce a aill1on 763, ls 

that a difference betveen non-jurisdictional and 

jur1a41ct1onal? 

HR. ILIMKSWICZ: That is correct. 

GOHIA &MD A880CIATBS 
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COKKIISIOHIR GUHTBR: All ~1ght. And soaebody has 

90t to do a better job of explaining double counting 

than an alternative revision. I don't understand that. 

HR. ROMIG: Okay. The 1,825,000 systea nuaber or 

the 1,763,000 jurisdictional relates to 212 aegavatts. 

Included 1n tho Coapany•e adjustaents t o O&M expenses, 

they in fact pulled out 1,384,000 related to the 

tranaalaeion rents. And the schedule that ve vere 

looking at ve couldn't really tie lt ln to the c 

Schedule. But afte~ revieving the c Schedules last 

night and soae aore detail 1nforaat1on on these 

allocation 

CO~ISSIONER GUNTER: All right. Let ae ask you a 

question. What vas, vbat had Gulf budgeted for 

transalaaton rents? 

MR. BALLINGBR! It vould be 3,017,000 . 

COMKI8SlONBR BASLBY: That vas for both plants. 

MR. BALLINGER: That vas for both plants. 

COKKlSSIONBR GUNTBR: That vas the budget for both 

plants. 

MR. BALLINGER: Right. 

COHMISSIONBR GUNTBR: Al l right. What is the 

budget for Hisalaalppl? There are tvo eleaents. one 

of thea a Georgia eleaent and one of them a M1ss1es1pp1 

eleaent . 

GOHIA AND ASSOCIATES 
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MR. B&LLtNGBR: Right. 

COKHI88IONBR OUNT&Rs One fro• Daniel is -­

HR. BALLINGER: Those are for both, 3 aillion. 

COKHI88IONBR OUNTIR: I vant to knov vhat the 

bud9et vas fox, say you've 90t the MPRs, I vant to knov 

that there ls a split, the au• of the parte has t o 

equal the vhole. 

MR. BALLIHGBR: Right. A •1llion 822 vas for 

Scherer, an4 the balance vould be for Daniel. 

COKMISSIONBR BB&RD: Why vould ve call it double 

counting if they in fact budgeted for the purpose~ of 

thla case that aaount? 

MR. BALLINGBR: It's double counting in that the 

expensea shown on the MrRa vere, already had eoae 

credits froa UPS in there for tranaa1ss1on. so 1n 

other vorde expenses vere already reduced by an amount. 

COKKI8810NBR OUNTBR: Well, help •e just for a 

second nov. I need to follov this through here on a 

step-by-etep baela because you all haven't given us 

anything. There 1a no analysis. No nothing. Ther~ is 

a flguxe. So juet be patient vith •e a little bit. 

If you took the 3 •lllion 017 that vas budgeted 

for tranaa1sa1on line rents, vhat adjustaent do you 

aake to the 3 alllion 017 for vhere the credits coae 

froa, the credits co•e fro• Daniel, credits co~e f~om 

GOKIA AMD ~SOCIATES 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

232 

Scherer, vhere do they coae froa? Di~ they a~just that 

figure, or 1s that a real~ual Uqure after a~justaents? 

The l a1111on 017. 

MR. BALLINGER: Let's see. 

KR. ROMIG: The J a1ll1on 17 voul' have been 

1nclu~ed ln the eystea O'H expenses, and as you 90 over 

to the jur1ad1ctlonal aaount, after all of the 

adjuetaents aade by Gulf or UPS on their NOI schedu,es 

COMMISSIONER GUNTER: All riqht, that ls the 

residual nuaber. 

MR. ROMIG: Inclu~e~ in the adjustment for UPS 

vere adjuataenta or dollars associate~ vith 

tranaalsaion rents for charqea for Plant Scherer. 

COMMISSIONBR CIUM'l'BR: Okay. 

MR. ROMIG: That la the m~llion 384 that ve vere 

talking about, vhich left the balance of 438,000. 

COKKISSIONBR GUNTBR: So really vh~t you are 

aayln9 1e ln the bu~geted fiqure there ls somethlnq in 

excess of $2-1/2 a1111on budqet rental for Daniel, ls 

that correct? 

MR. BALLINGER: Yea, s1r. 

COMHISSIOMBR GUNTER: Well, Mr. Chalraan, I 

apologize, I have to see aoaethinq aore than this. 

I've got to see an analysis of vhat the oriqlnal budqet 

GOHIA AND ASSOCIATES 
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vae an~ vhat happene~. I ' ve got to see soae sort of 

eprea4aheet explanation of what, how we vent fro• 

there to there. I thought I underatood vhere ve vere, 

an4 I ~on•t un4eratan4 vhat la tak . ng place. 

CRltRMAN WILlOW: I tend to agree vith you. I 

think we un~eratood vhat we did, but I don't understand 

tble plece nov. 

COKMIIIIOWIR OUMTIR: You knov, in a logical 

preeentat1on, if it exlata ln the record, lf 1t exists 

ln the record, a logical explanation ~ould be, a 

l09lcal presentation would be vhat la the total that 

you have for each one of thea, and you run dovn tvo 

coluans, vhat ia the total that you started v1th, vhat 

adjuetaenta vere aade to each one in order to get dovn 

to there. 

You knov, one of the things that ve do, ve go back 

an~ look at previous ones, and you look at the 

coaparlaon of vhat the rents vere for Plant Daniel, you 

knov, and then you've sort of got a traceable kind of 

altuatlon, and you've got one for Scherer. In the 

previous case ve d1dn't have this confusion because ve 

just had the line rentals vhich ve evaluated at soae 

length on coaing froa o-~lel . This tiae putting them 

both together for ae to understand, I don't. 

COHMISSIONBR B&SLSY: M~. Ch~1raan, hov long vould 

GOMIA &MD &SSOCI&TBS 
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lt take to get soae k1n4 of little si4e by sl~e? 

CHllRM&M WILSON: Well, until somebody is in a 

posltlon to understand this and aove to reconsider, ve 

don't do anything. 1 aean has anyone ao·1ed to 

reconsider that lssue at thls point? 

COKHISSIONII BASLIY: Well, I vas golng to do that 

vhen I foun4 out hov lon~ it vas going t o take t o get 

it. 

CHAIRMAN WILSON: 1 don't think it's appropriate 

to aove to reconsider it until ve s ee soaethlng that 

needs to be reconsidered, and I haven't seen anything 

that needs to be recons1~ered yet. 

COKHISSlOKBR EASLEY: Well, I'a going to try l t . 

I'll aove to reconsider Issue 80 1n order to get the 

1nforaat1on. 

CHAIRMAN WILSON: I think you can get the 

1nforaat1on whether you aove to reconsi~er 1t or not. 

COMMISSIONER EASLEY: That's vhat I vas doing .. 

sorry. I thou9ht you vented a aotion. 

COMHISSIOMBR GUHTBR : 1 woul4 encourage staff. I 

don't vant to 4o anything wrong. I vould encourage 

staff to go put that together in such a fashion that 

ve ~an understan4 it, to, not saying the analysis are 

wrong. But I'a not 9olng to vote on something I don't 

understand. I understood staff's recoamen~ation as lt 

GOMIA AND ASSOCIATES 
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stands. I can certainly understand ve don't vant to 

take a piece of the furnishings out that are not there, 

and I wouldn't vant staff to do it and tell, folks in 

the Coapany I don•t vant to ~atch you up in in those 

off ieee. 

COKHISSIONBR BASLBY: Well. Hr. Chairman, I am 

trying to get ua to a point vhere ve can do something 

one way or the other. Could ve ask for --

CHAIRMAN WILSON: What we've got to do is be 

convinced that we need to reconsider. And I think 

we don't have enou9h in front of ua to be convinced 

that we need to reconsider it. 

COMHISSIONBR BASLBY: That's vhy I vas ae~1ng, 

could ve find out how long it would take to get the 

little alde by aide vhether or not ve need to skip this 

~nd coae back or, I mean they can't bring you a bottom 

line untll ve aake a decision one vay or the other on 

this. 

CMllRKAN WILSON: I think ve are going to have to 

akip lt, because I don't think a aotlon for 

reconsideration would pass at this point. 

COKHISSIONBR KASLBY: Hov long vlll it take to get 

a aide by alde, ataff, a little run-dovn of both 

Scherer and Daniel? 

MR. BALLINGER: rroa vhat I un~eratand, Daniel ia 

GOHIA AND ASSOCIATES 
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not a question, the credits ve are talking about are 

only vlth Scherer. 

COMMISSIONBR OUNTBR: No, one of the tnlngs that 

you need to do is you need to look at all of it. 

COHMISSIONIR BEARD; The total. 

COKMISSIONIR OUNTBR: You ~~ed to start v1t~ the 

total. You have to start vlth the total, vhat makes up 

the parts. 

KR. BALLINCJBR: Yeah. 

COKKISSIONIR OUHT&R: You are dea lin9 vith the 

bud9et that vaa presented aa evi dence ln t he case . And 

atayln9 vlthln the evidence of the case, I need to knov 

vhat happened. That la a draaatle chan9e. I need to 

understand vhat that chanqe la. 

KR. BALLINGER: We can definitely have something 

by lunch I think, lf not sooner. If ve 9et lt sooner 

ve vlll eoae on dovn. 

COKK188IONIR GUNTIR : Fine. 

COKMISIIONBR IASLBY: Then, Mr. Chalraan, vh~ 

don't ve juat hold on this until they can qet back. 

KR. SLIHXIWICZ: The next 1aaue la Issue 73, vhlch 

vas the level of scs expense, Southern Coapany Service 

expenses, and that vaa teaporarlly passed on because 

there vaa aoae thou9bt that aaybe aoae dlsallovance of 

Scherer alght affect these nuabers, but in rev1ev1n9 
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that there 1a no effect on the, those numbers. 

COHMISSION&R BBARD : Well, there is an effect. 

The custoaer accounts vent up durn near double. 

COMMI8SIOH2R GUNTBR: I don•t understand hov 

inventory --

KR. SLBMXBWICZ: It vas a, there vere some typos 

1n the --

MR. ROMIG: The Coapany filed an errata sheet 

after the recoaaendation had been, the total amount of 

expenses for southern Coapany Se r v ices vould have 

reaa1ned t he saae. 

COMHISSIONBR BBARD : There is no , no change 

vhataoever in production coats pa i d t o scs because 

Scherer 1a reaoved? 

MR. ROMIG: The product ion-related costa for 

Scherer vae pald to Georgia Pover Corp . and not to 

Southern coapany Services. 

COMMISSIONWR BSARD: Where is that figure for 

reduction reflected ln here? 

MR. SLBMXKWICZ: That is on Issue 27 . 

MR. ROMIG: Issue 27. 

COKKISSION&R BEARD: All production costs are tied 

ln to that figure? 

KR. ROMIG: Right. 

OOKMISSIONBR BIARD: Nothing paid to Southern 

GOMIA AND ASSOCIATBS 
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coapany services at all with respect to Scherer? 

HR. ROMIG: Right. 

COKHISSIONBR GUNTSR: Let ae ask you a question, 

Issue 73 on Page 137 of staff's r~coaaendatlon, are 

those figures correct? 

HR. SLBMK8WICZ: Mo, they are not. 

COMHISSIOMD SASL&Y: The bottoa line 1s t !1e saae. 

You had a typo9raphical error in custoaer accounts, is 

that what I hear, and had there not bc~n the 

typographical error custoaer accounts would have r ead 

2 a1111on 173? 

HR. ROMIG: Right. These figures were taken froa 

the Coapany•s brief that they had filed . Subsequent to 

the preparation of the recoaaendations the Coapany 

filed their errata sheet to their brief. 

COKHISSIOMBR GUNTER: Are these figures, are these 

figures coaing froa briefs vhich are real l y not a piece 

of the record, or are they coaing out of the record of 

this proceeding? 

HR. ROMIG: They vould be coaing out of the 

record. There were soae aistakes aade. 

CHAIRMAN WILSON: Let ae ask this question. In 

the spreadsheet that ls at the end of the staff's 

reco .. endation, there is no adjustaent for Southern 

Coapany Service• expenses, right? 

GOMIA &MD ASSOCIATES 
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MR. SLBKKBWICZ: That is correct. The adjustaents 

CHAIRMAN WILDON: Let ae finish asking my 

question. There ls no adjustaent in the staff 

recoaaendat1on to the Southern Company amount . What 

vas included ln the =oapany figure that wasn't 

ad,u.ted? Was lt the 14809 or was it the total of the 

nuabera --

MR. ROHIO: 14809 vas the tot al . 

CK&IRHAN WILSON: 14809 vas vhat? 

MR. ROMIG: That ia the grand total. We had 

adjuataents to Southern coapa ny Services in the A'G 

function, which 1a properly reflected in the $8,246,000 

figure as shown on Issue 73. There vere no adjustments 

to SCB charges in the other functions vhich vere 

affected by tbe corrections reflected in the company's 

errata sheet. 

CHAIRMAN WILSON: 1 don't understand vhat you 

saUl. 

COKMlSSIOBBR BEARD: Let &e ask a QUestion. 

CHAIRMAI WILSON: What vas the number that vas 

included, the total nuaber that vas included in the 

c.ase fllftd by tbe Coapany. Was 1 t 14809 or vhatever 1 t 

vas, or vas it --

MR. ROHIO: Soaevhat higher than that because ve 
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aade adjuataents to the adainlstrative and general -­

CHAIRMAN WILSON: All right, custoaer accounts, 

vhat nuaber vas included in the Coapany's filing? 

KR. ROMIO: It vould have been the 1997i4. 

COMKISSIONaR BRARD: No, go one 11ne up, custo~~r 

accounts. 

CHllRKAM WILSON: I'a sorry. custoaer ac~ounts. 

MR. ROMIG: Oh, custoaer, I '• sorry. 2,173,01 5. 

CHllRMAM WIL808: So the nuaber that appear~ in 

the staff's recoaaendation is s1ap1 y a typographical 

error? 

MR. ROMIG: Right. 

CHliRrl&M WILSON: It doesn't rea lly change any of 

the nuabera ln the case? 

MR. ROMIG: That ls c orrect. 

COHMISSIOMBR GUNTER: These come out of the briefs 

or coae out of the filing? Coae out of the record? 

MR. ROMIG: I believe what happened in preparing 

the recoaaendation we vere using the coapany's briefs 

to have the•e figures in, which then ve picked them up 

after the errata sheet vas filed by the coapany. The 

Coapany filed an errata sheet for a nuaber of errors 

that they had aade in their brief. 

COMMISSIONSR GUNTBR: Well, nov, ay question la 

though, ua1n9 the briefs, did ve go back and check the 
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briefs vlth the errata sheet or whatever, did you qo 

back and cheek those vith the fllln9s? If the anever 

is no, that's fine. 

MR. ROMIG: I don't believe I have checked, qone 

back and cheeked that. 

CHAIRMAN WILSON: What nuaber -os included in the 

sprea4•heeta by vhlch you calculated a revenue 

requlreaent? What nuaber for Southern Company Services 

expense• vas included? 

MR. ROMIG: It vould have been the 14809. 

CHAIRMAN WILSON: Okay. 

COMMISSIONER IASLIY: I would aove 73 of the 

staff recoaae~datlon. 

CHAIRMAN WILSON: Well, 73 doesn't require -- did 

ve TP that? !bat's ri9ht, ve TP'd that. 

COMMISSIONBR GUNTBR: Yes. 

CHAIRMAN WILSON: All rl9ht. So this -- all 

ri9ht, Coaa1as1oner Basley has aoved Issue 73 . It 

doesn't really cban9e Issue 73 ln substance. 

MR. SLBKX&WlCZ: That la correct. 

KR. ROMIG: That ls correct. 

CH&IRMAN WILSON: All rl9ht. Without objection . 

You're on. 

MS. KUKMIR: COaa1ss1oners, I vou1d just like to 

start out by saying that the cost of service and rate 
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deelqn nuabers are unfortunately aore illustrative than 

accurate because the revenue increase will change and 

the rates, the revenue increase that these rates are 

baaed on 1a aoaevhat different than vhat staff 

eventually reco .. ended, vhlch changed anyvat , but this 

vill sbov you the basic relationships and illustrates 

the points ve are trylnq to aake ln the recoaaen~atlon. 

The only other th1~9 that I vould like to ask ls 

that ve teaporarlly skip over Issue 115. 115 ls the 

overall coat of service issue, ~nd ve feel that Issues 

116 through 120 are parts of the cos: of service study 

and lt vou1d be easier perhaps or aore l ogical to take 

116 through llO and then consider the overall cost of 

service issue in 115. 

CHAlRKIM WILSON: All rlqht. 

MS. XUHMII: Would you like us to go through issue 

by lasue? 

CHAIRMAN WILSON: What la 115? 

MS. KUMKBR: It's the overall coat of service, 

vb1ch is the appropriate coat of service methodology. 

COMKISSIOBBR BEARD: I don't have it. 

COKHIBSIONJa BASLBr: I don't even have that. 

CHAIRMAN WILSON: Where is it? Is lt out of 

order? 

MS. KBBTBR: Ita listed after 120. 

OOMIA AND ASSOCIATES 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2• 

25 

243 

COKHISSIONBR B~SLSY : Why didn't I know that? 

COKHISSIOKER GUNT&R: It's a slaple nuabering 

·systea soaehov --

MS. KUMKIR: It's on Pa9e 21( of the 

roco-endatlon. 

MS. MBBTBRr We put the issues in the book and 

listed thea ln the table of contents in the order in 

vhlch we thou9ht they ahoul4 be voted on because -­

MS. KUMKBR: Unfortunately your vute sheet didn't 

coae out that way, and I apolog i ze foz that. 

CHAIRMAN WILSON: I think i t's unreasonable for 

you to expect ua to look at the table of contents. 

MS. KBBTLR: 116 throu9h 120 are subsets of 115, 

ao you really do need 

CHAIRMAN WILSON: It aakes auch aore l ogical 

aenae to do lt ln that order. 

OOHM18810NBR BAILBY: Where do you vant us t o 

start? 

MS. KUKKIR: 113 ls the first issue. 113 and 114 

were stipulated, lf you accept tho•e stipulations. 

OOKHIBSIOKal GUNTER: I would aove Issue 113, that 

ls blllln9 deteralnants or the 9enesls for 

deteralnatlon. 

COMMISSIONBR I~SLBY: Second. 

CHAIRMAN WILS0• 2 Han9 on just a second. Let me 

OOHIA ~ND ~880CIATB8 
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look at soaethln9. 

Does this 1aaue, hov ~oea this tie back to Issue 

No. 49, vhich haa to do vith the Coapany•s projected 

total operatln9 revenue• for 1990? Is that, that la 

before a rate chan9e, la that rl9ht? -- never a1n~ 1 

aee. 

MS. KBBTIR: This issue vas the foundation for the 

sales, the revenue froa sales of electricity . 

MS. KUKHaR: Thla aakes a policy declalon that 

this should have been atandby, and 49 a a revenue 

fallout iaaue. This la the beals that says yes lt 

ahoul~ have been atandby. 

CHAIRMAN ~ILSOM: This only goes to one custoae~? 

HB. KUMMIR: Rl9ht, thla la the one, the migration 

an4 the no aigratlon problea. 

CHliRHAN WILSON: The issue ls a little broadly 

atate~ for --

MS. KIBTSR: Thla ia all the bllllng determinants. 

This 1e the baals for the revenues froa the sales ~f 

electricity. 

COMHI88IOW&R GUNTBR: That's exactly right. 

MS. KUHKBRs And the adjuataent ve aade vas 

becauae of the cuatoaer and the a19ratlon to algration. 

CH&IRH&N WILSON: Okay, I want to aake sure this -

- I ba~ aoae queat1ona yeater4ay that I really failed 
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to go into, and I aay want to revisit those in Issue 

49, vhlch haa to do with the Coapeny's projected 

operating revenuea for 1990. I want to knov vhether 

th1a -- does thia have sales projections in lt, this 

1aaue here, 113? 

MS. KUKKIR: 113 is the billing detera1nant 

projection• ••••nt1ally that drive the revenue 

projections. 

CHAIR~ WILSONs All right. 

MS. KUMKBR: It's the custoaer'a kilovatt hours, 

kilowatt projectlona that drive the revenue. 

COKKISSIOK3R GUNTBR: This is just an energy to 

eatabllah th1P, this is one of the, one of the items 

that you plug into a foraula of hov auch they are going 

to sell. 

MS. KUKMIR: It's the basic forecast of usage. 

COKKISSIO•aa GUNTER: Not the dollars, the energy. 

CHAIRMAN WILSON: The dollars would be 1r1ven b:· 

these nuabera? 

MS. KUMKIR: Yea. 

CHAIRMAN WILSON: If you vouldn't aind teaporarily 

paaaing tb1s, I've got a couple of things that I aay 

vant to aak about thla as we go on. 

COKKISSIONBR GUNTER: We can do that, but this is 

-- I don't know hov you can go forvard vithout 
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establ1sh1nt billing detera1nante. 

CHAIRMAN WILSON: Well, their calculations can't 

go forvard until ve establish the bi lling deterainants, 

but the agenda conference can go forvard vithout 

establishing the billing deterainanta. 

MS. KUMMBR: Mr. Chalraan, perhaps 1£ your problem 

is vlth the lteas on Issue 49, ve could help you vlth 

those. 

CHAIRMAN WILSON: All right . 

MB. KUMKBR: I aa bac~ on Page 101. The ltea 3 

under Issue 49 is the additional standby revenues due 

to the 79-59 KW vh1ch vas not billed as standby and 

should have been billed as standby, vhlch you approved 

in Issue 48. o~ay. 

l48Ue 4, or Itea 4 under that, under Issue 49, the 

coapany elaply picked up the vrong nuaber off their 

schedules, and that correction is due to that. 

CHAIRMAN WILSON: All right. Well, I tell you 

vhat I vae looklnt at ls, as I vas looking at going 

through this recoaaendatlon last night, I vert back to 

Issue 49, and I vas loo~lng at quite frankly Public 

Counael'e brief, vhleh discussed the fact that the 

Coapany has consletently undereatiaated retail sales 

fro a 

MS. XUKHER: ~bat vas their, the position in their 
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brlef, but they dld atlpulate to 113. They vere party 

to the stlpulatlon. 

CHAIRKAM WILSON: They stipulated to 113 . 

COHMISSIONKR BBARD: That ls not Issue 49. 

MS. KUKKBR: That 1a correct. 

CHAIRKlN WILSON: Ia I~aue 49 a fallout of 113? 

MS. KUHKBR: Yea. lsaue 113 is the blllin9 

detera1nanta, and then the revenues fall out of the 

b1111n9 deterainanta. 

KS. MIBTBR: Issue 49 covers all revenues. The 

bllllng daterainanta drive these sales of electricity 

portion of the operatln9 revenues. 

CHliRMAN WIT.SON: b I beln9 denae or 1a -- hov 

can you on the one hand question the retail sales 

forecaat, and on the other hand stipulate to tia~ 

blllln9 deteralnanta and the sales nuabers that drive 

the aalea forecaata? 

HS. XUKHKR: Hr. Chalraan, ve had the same 

question, and they atlpulated to it, and ve aasuaed 

they knev vhat they vere doing. 

CHliRKlN WILSON: I aean this, ay reading of that 

1aaue ra1aed aoae real serious questions 1n ay aind 

about whether ve ahouldn't be looking ~t vhat those 

aalea forecasts vere. 

COMKISSIONBR BASLBY: Maybe they changed their 
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alnd. 

COMMISSIONER Ba&RD: Well, regardless whether 

aoaethlng vas a stipulation brought to us for approval 

or not, the question ie had they been consistently 

undereatiaat1n9 their revenue projections? Ihat is 

the real question. 

CHAIRMAK WILSON: The reason I vant to sort o~ 

pass thls ls this refers to an exhibit nuaber that 1 

don•t have. 

MS. KUMMIR: One of our ayatea planning people did 

look at their forecasts. We are going to get hia right 

nov. 

CHAIRMAN WI~SOM: Hold on a second. Go ahead. 

MS. KUMKBR: One of our systea planning folks did 

look at tbelr forecasts and they ' re I guess on the vay 

to get hla right nov. He'll be able to addr~ss it. He 

did prepare --

CHAIRKAM WlLSOM: Well, the reason I vanted to 

pass this for a ainute is this refers to Exhibit 337, 

vhlch I do not have at hand and vould like to get 

before ve discuss it, vhich is vhy I suggested ve sort 

of skip over this, and I'll get it at the break. 

MS. KUMKBR: Okay. 

CHAIRMAN WILSON: We can go ahead vith the other 

issues and coae back to th1a without seriously 
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dlaruptlng the logical order of this. 

MS. HBE'l'BR: The only problea is if you decide to 

chan~e this, there is ~oing to be, John Sleakevicz' 

nuabere are going to change, too. 

COMMI8SIOMBR BIARD: 'l'hat'a fine. 

CHAIRMAN WILSOd: 'l'hat•a vhat ve are here for. 

MS. KIB'l'BR: And eo it vill be later, you knov, 

and vlll shov dovn the process. 

MS. KUMKBR : So you're right, the rest of the 

leeuea are essentially policy type iasuee that are not 

dependent upon Issue 113. 

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

COKMISSIONBP OUNTD: I aove 114. 

CHAIRMAN WILSON: That 1a stipulated. We can 

accept that. Without objection . 

Issue 116. I need to ask one question. On the, 

at the beginning of staff analysis it says Coaais eion 

policy since the early '80s haa been, and it goe~ on to 

describe what that is, and then the last paragraph it 

aaya, •The staff therefore agrees vlth Citizens that to 

the extent practicable distribution facil i ties that 

function as service drops or dedicated tap lines should 

be directly assigned to classes whose aeabers 

facllltles serve --• 

Ia that consistent with the policy that ve have 
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been follov1ng, or 1s that a change? 

MS . KBKT&R: That ia vhat you ~i~ in TECO 1n 

Docket asooso. 
CHAIRMAN WILSON: All right. qut that 1s not 

consistent vlth vhat you described in the first 

paragraph in the record. 

MS. KBBT&R: Yea and no. Service drops in the 

PKRC accounts are only secondary ~rope. So if you are 

a prlaary or higher voltage cuatc~er, there is no 

aervlce drop that ia booked as a service ~rop. 

CHAIRMAN WILSON: Rl9ht. 

MS. KI&T&R: So this vould recognize that. It 

vould conceivably recognize a little aore . But this 

haa not been done ln the coat of aervice study. The 

coat of aervlce study reflects vhat you have done 1n 

all of those other cases vith the exception of TECO. 

It's got just the service drop. The secondary service 

drop and the aeter classified as custoaer relate~ and 

included ln the cuatoaer unit coat. 

CHAIRMAN WILSON: So in teras of vhat ve do here 

today in the coat of the service studies that ve are 

looking at this iaaue doean't, thla vould be f or the 

future? 

MS. KSBTKR: It vould be for the future. Nov, in 

ay iaaue, in Issue 115, there vas a saall portion of 
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account 364, which la llnes, the coapany did take all 

aecon4ary linea, not juat service drops, but all 

aecondary llnea and included thea, classified thea as 

cuatoaer related and allocated the~ on custoaers, 

aecon4ary custoaers. 

So there ls that little piece. And in the staff 

rev1ao4 coat of service study, that piece vas agaih 

claaaified •• deaand related to be consistent vlth 

COaaiaalon policy. 

COMMI88IOKIR BK&RD: If you are going to put 

aecondary distribution ln specific cuatoaer classes, 

then you durn sure would have to put priaary drops 

by cuatoaer clisa, and you have got to do thea 

to9ether. 

HS. KKaTaa: It would eeea to be logical. I don't 

know vhy the raRC account got eet up the vay it did to 

just include aecondary drops, but right nov in a!l the 

coat of service atudlea ve have, there are cnly setv'ce 

drops tbat are allocated to secondary cuetoaers, and 

the pr1aary and higher voltage cuatoaers are not 

apeclflcally allocate~ that coat. Everybody at ~hat 

voltage level and lover shares ln the coat of drops for 

prlaary level cuatoaera. 

But they are talking about soaethlng else here. 

What tbla laaue la, they vould llke to classify a much 
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larger proportion of the distribution systea. In other 

words they would like to take poles and primary lines 

and secondary linea and classify that as custoaer 

related. It's called a ain1au. distribution ayatem 

concept. 

But again, I vould agree vith you there la an 

inconsistency here because only primary custoaers ~ho 

are served off of coaaon lines and secondary cuatoaers 

would get that coat. Anybody vho is served directly 

off a substation von•t have any cost cla~s1£1ed as 

cuatoaer related. 

COHMIS•IOMKR BEARD: Well, perhaps ve can direct 

a sign. Direct allocation right off the substation to 

the custoaer, the individual cuatoaer. Why not like 

that? Bat that ls la the consistent vay to do it. 

CHAIRMAN WILSOM: Joe, you look like you need to 

say something. 

KR. JIMXINS: This is an issue ve've had v1th all 

coapanies over the years. The gaae being played here 

ia increase the cuatoaer charge. When you increase the 

custoaer charge, you aake those aaount of revenues leas 

susceptible to price elasticity, you knov, customer 

changes and usage. And also it soaevhat has ant1-9as 

overtones. 

t•a not saying the Coapany ia deliberately doing 
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that, but all 9as custoaers aust also take electric 

service. So vhen you have a high custoaer charge, the 

gaa cuatoaers, the duel fuel custoaer pays that high 

charge. He can•t avo1d lt by ua1ng gas. so there is 

strong policy overtones here in this customer charge. 

HS. KI&TIR: And lt alao pushes aore cost on to 

aaaller cuatoaera veraua large custoaers. 

CHAIRMAN WILSOH: 80 vhat la the result of staff 

recoaaendat1on? 

MS. KBBT&R: Well, vhat the industrial intervenors 

aak la that you vote on thla laaue and c onsider doing 

lt next tlae. And ay poaltlon haa been that we should 

just continue the preaent policy. 

CHAIRHAM WILSON: So staff recoaaendation is to 

continue the present policy. 

MS. dfi&R: R1ght. 

CHAIRMAM WILSON: All right. 

COHMISStONIR B&ARD: Whlch, to get square , the 

present policy that vas developed ln TECO? 

CHAIRMAN WILSON: No. When I said no, is that 

correct? I vant to hear you say no, Marge. 

MS. M&ST&R: What ve are aaylng here is that no 

d1atr1but1on ayatea coats other than service drops and 

.. tera should be clasalfled aa cuatoaer related. Now, 

I don•t think lt vould be inconsistent to identify 
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that, spread that coat to those cuatoaers on a customer 

basta; that vould not be inconsistent ~ith this 

recoaaendatlon like Coaa1sa1oner ~eard thought ve 

should do. 

But vhat ve are sayln9 here ls nothing other than 

a aeter and a service drop vould be class i fied as 

cuatoaer related and allocated on average nuaber of 

custoaera and included ln the custoaer unit cost. 

COHM188IONII BB&RO: rroa a consis tency 

standpoint, lf I underatand that correctly, lf you had 

a prlaary aervlco drop, you voul d allocate that and any 

PTa and CTs vould be allocated directly to that 

custoaer, lf they aren't already, I vould aasuae they 

voul4 be. 

MS. KISTIR: PTa and, PTa, lt'a ay understanding 

that that la part of the aeter account and so those 

would be allocated or aaalgned to cuatoaera. The 

Coapany 414 an analyals of aeter costa. They looked at 

the type of aetera, and you knov aade aaslgnaents on 

average nuaber of cuatoaers vho had that type of meter . 

So yea, that right nov la ln the, lt'a class1f1ed as 

cuatoaer related and la in the cuatoaer unlt cost. 

COHMISSIOKBR GUKTSR: And 90ea to each cuatoaer 

class, and goea to each custoaer claaa. 
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CHAIRMAN WILSON: So vhat you are recoaaending 

here 1a consiatent with what ve did prior to TECO, o: 

what we did in TBCO oE consistent v1th both? 

MS. KEBTKR: It's not consistent v1th vhat you did 

1n TaCO in that auch larger proportions of the aystea, 

like they have a portion of their eeYvice territory 

that 1a just phoephatea, and there vere soae d1 t ect, 

long direct tapa that were ass19ned to the phosphate 

custoaera. 

OOKHISSIONIR OUNT&R: Hove staff . 

CHAIRMAN WILSON : All right. Wi thout objection 

then, ataff Eecoaaendat1on. 

MS. KUHKBR: Hr. Chairaan, Roland Floyd is here to 

address the billing deterainant iaeue, 1£ you vould 

like to go back. 

CHAIRMAN WILSON : Well, I vant to vai t a fev 

a1nutes to do that, because I've got an exhibit that I 

need to get a hold of 1n order to diseuse it. 

COHHISSIONBR IASLIY: I'll aove staff on 117 . 

COKHISSIONIR GUNTER: I agree. 

CHAIRMAN WILSON: Any questions on this ? All 

right. Without ob~ect1on, staff recoaaendation is 

approved on Ieeue 117. 

118. 

COHMISSIOKIR B&SLBY: I aove the pr1aary 
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recouendat1on. 

CHAIRMAN WILSON: Any discussion? Is there a 

second to that? 

COMHISSIONBR OUNTIR: No, I vas valttng to see if 

you get a aeconcS. 

CHAIRMAN WILSON: Is there a second to that? 

OOHMISSIONBR GUNTIR: No, I vas going to aove the 

alternative recoaaendation. 

CHAIRMAN WILSON: If you vlll take the gavel, I'll 

aeconcS the priaary recoaaen~atlon. 

COKKISSIOIID OUNTBR: Plne. 

CHAIRMAN WILSON: I second Coaaissioner Easley's 

aotion. 

COKNISSIOHSR GUNTBR: Any questions? 

CHAIRMAN WILSON: Is there discussion? 

OOMMISSIONBR BEARD: Just looking at hov this lays 

cSovn, it appears that the alternative recoaaendatlon to 

soae cSe9ree at least, vell, no, the Coapany is sayin~ 

cSeaand ancS energy not solely energy. 

lt? 

CHAIRMAN WILSON: Hov dieS ve do thls ln TECO? 

M8. KIBTIR: On ener9y. 

CHAIRMAN WILSON: Hov have ve historically done 

MS. KilTER: On energy. 

CHAIRMAN WILSON: On energy? 
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MS. KIBTIR: When I have been rev1evlng it, that 

1• the vay I have d~ne lt. Nov, there vere a fev cases 

vhen other •taff aeabers did lt, and 1 can't vouch for 

vhat vas ~one 1n those cases. 

CHAIRK&N WILSON: What effect does this have, Joe? 

MR. JBNKINS: It's not a large effect in ay 

optnlon. 

Marge, vhat is the effect of going -- ve discussed 

lt. 

The level of f uel stock vas 52 

aillion and I think aaybe, did you all adjust that a 

little bit ye•terday? 

KR. JBHKINS: Yes. 

CHAIRMAN WILSON: Yes. 

hS. KaBTBR: So ve are talking abou~ that auch 

aoney going ln to rate base, and the percentages are a 

little bit different. It does aake a difference, but 

not a real slvniflcant one. If you vant ae to, I can -

- walt, I knov vhere I ~n --

CHAIRMAN WILSON: Joe, talk a little bit about the 

theory here, vhy you would do vhat are suggesting. 

HR. JIMXINS: Well, all of these years I have been 

raabling along that this 

CHAIRKAH WILSON: Walt a a1nute. Is th i s one of 

your raabllng ls•ues? 
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KR. JBNKIMS: Mo. 

CHAIRMAN WILSON: I vithdrav ay second. I'a 

so~~y. 

MR. JKNKIMS: I have been thlnk1n9 that fuel 

atocta should be ener9y because, y u know, they provide 

B!Va and kilowatt hours, and 1t wasn't until Gulf Power 

recoaaen4ed a split that tt occurred to ae that there 

ahoul4 be any controversy whatsoever. And then I asked 

ayself the question, well, why do we have fuel stocks. 

Well, the first blush answer ls to provide BTUs, but 

that•a really not the ri9ht answer. The real right 

anever la ve have fuel stoc~s to aake the 9enerating 

unite reliable. 

And as soon as you put the vord "reliability" on 

lt, \t autoaatlcally aeans deaand to ae. I think a l l 

of these years I have been aisled by hov ve calculat~ 

fuel atocks, and I have substituted that calculation or 

equate4 lt to an energy classification as opposed to 

deaaD4. 

COMMISSIOW&R GUNTER: But lt vas, lt goes back and 

haa a genesis of whether you wanted to try and let 

people understand, you knov, there vas a tlae vhen ve 

had part of the fuel price ln base rates, and you had 

part of it on fuel adjuataent. And the decision vas 

aade that fuel vaa fuel, and it's a separation so that 
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the cuatoaer understands and can be clearly identified 

by thla Coaaiaaio~ as to vhat the price of fuel really 

ls on coaaunicating vith the custoaer, as vell as 

eatabl1ah1ng a pretty cle&: deaarcat1on in a changing 

fuel tlae as to vhat really is base r a tes and what is 

the fuel utilized. 

And that 1a soxt of philosophical of where you are 

coaing froa. This ls a aarket change. And the primary 

recoaaendatlon la a change at least froa 10 or 11 years 

of presentation of vhere part of the price of fuel used 

to be hid 1n baae rates. 

HR. JBNKIN8: It's all still going to be ln base 

rates. No change there . 

COMHl8S10NBR OUN~ER: Well, in the bottoa llne 

bill vaa an energy coaponent or deaand component. 

CHAIRKlN WILSON: Well, the fuel stock 1s ln base 

ratea. 

MR. JSMKINS: res. This has noth1~q to do vith 

the f~el clause. 

CH&IRHAM WILSON: Nov, I think I understand your 

point, Joe, that if lt vere just, lf fuel vere all just 

energy and there vere no reliability coaponent to lt, 

vbat you vould do is just schedule enough trains to 

coae ln every day to bring enough coal to burn for that 

4ay to provide the energy that vas needed and that's 
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lt. 

MR. JINkiNS: Right. 

CHAIRMAN WILSON: But in fact vhat you do is you 

provide enough coal or whatever fuel there 1s there in 

o~4er to be su~e that that unit ie reliable over a 

period of time because the vagaries of the fuel market 

and the transportation aar ket and --

MR. JENKINS: That is ay reasoning. 

CHAIRMAN WILSON: So that pi~ce i s a litt le blt 

separately froa just the energy p i ece of it. But I 

guess I need soae help in aaking the l eap from t hat 

an lya1a, which I think I under stand, to saying that 

then 1t'a claaa1f1ed as deaand; t~at lt necessarily 

1apl1ea that that 1s deaand. 

HR. JBNKIMS: I guess the leap from reliability 

to deaand 1a the saae lea~ we have always done in 

claas1fy1n9 power plants to a large extent as demand 

related. 

CHAIRMAN WILSON: And once you put it in that 

category,1t follova. 

KR. JENKINS: Once you put lt in that category it 

follows. I guess there is another policy in here that 

I would like to a1grate to is the conservation aspects. 

I knov you all have not voted on the conservation 

prograaa, you knov, the new round coaing out. But if 
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oux pxlaary purpose, as vas before, to put more 

eaphaala on aavln9, avo101n9 pover plants, th~n vhen 

there 1a a choice, not arbitrarily but when there 1a an 

axguable choice betveen ener9y ano Oeaand, I vould have 

a policy fox coneiatency. I wo~ld have a policy of 

allocatln9 costa to deaanO lf our policy 1~ pr1aar1ly 

to avo14 the construction of nev power plants. 

Hov, lt vaa not quite that ln the '80e. It vas 

cloae, but lt vaa not quite that. 

MS. MEBTBR: 1 vould point out that ve certainly 

don't vant to classify aore coat as deeand related than 

the avoided coat of bulldln9 the plant. I think you 

have to be careful about that. 

COKHISSrvNSR GUNTBR: I agree vlth you. 

MS. MaBTBR: Coaaiasioners, if you vant 

CHAIRHAK WILSON: Does that aean, does that aean 

that vben you look at the avoided cost of the plant 

that you ought t o consider 

OOHM188IOHIR GUNTER: Fuel stocks. 

CKliRHAN WILSON: The 90-day burn, fuel atccks 

sufficient for 90 days . 

MR. JRNKINSt Yea. 

CHAIRMAN WILSON: Have v- done that? 

MR. JRMKINS: To ay knovleOge ve ha~~. The only 

thing ve•ve lost out on is since ve don't have site-
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specific plane but statewide plans, ve missed out on a 

natural 9ae pipeline vher1 ve got in to a s1 te-spec1 f 1c 

cer:tlflcatlon. 

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

MS. HBE'rBR: You asked me a Q.Jestl on on vhat 1s 

the 1apact. If you look on the last, let' s s~e, third 

froa the last pa9e of Bxhlblt 501, or lf you go to the 

MYRa, schedule 1, there la a table of line allocators 

and percenta9ea. And 1£ you v1ll look at Line 1, which 

is ener9y, that vlll tell you vh&t proportions each 

class would qet baaed on enerqy. And if you look dovn 

on Line 6, that vlll tell you vhat proportion the class 

vould ;et if you claes1£1ed lt as all demand related, 

1£ you are interested ln that analysis. 

COMMISSIONBR GUNTER: I don't have those. 

CHAIRMAN WILSON: I don't have it either, but I 

would like to see that. We can jus~ pass that dovn. 

COMMISSIOtmR EASLEY: Joe, tell me then vhy Gulf's 

reco .. endatlon or request that the allocation be on 

both deaand and energy doesn't vork based on the 

ar:9uaente that I have just heard between the tvo of you 

dlsaqr:eeln9. 

MR. JENKINS: Whether it's to go to demand or to 

ener9y, to aselqn lt to one of those tvo, 1s arguable. 

There•• really a rationale for: going either vay. And 
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apparently vhet Gulf did ls they just split the 

difference. 

OOKHISSIOHIR BASLBY: They are saylng 1£ you can 

aake an arguaent to go elther ~ay, you ought to be able 

to aake an ar9uaent to 90 both? 

said 

KR. JBHKIN8: Ri9ht. 

COKKISSION&R llSLEY: I like that kind of loq1c. 

CHAIRMAN WILSON: lnd vhat dld you do, Joe? You 

KR. JBNKINS: I said vhen there is an arguable 

choice 90 to deaand. When there la no a rguable choice, 

you knov, keep it vhere it's supposed to be . 

COHKISSIONBR BASLBY: I'll tell you the truth vhen 

I read this thing deaand looked so logical to ae that I 

dldn't really 90 too auch further. 

They have done 12/ 13ths on deaand and 

1/llth on energy. 

COMMISSIOKIR BlSLBY: There's a aotlon s1tt1~g out 

there, Hr. Chairaan. 

COHHISSIOKBR GUNTBR: We've got the aot1on to the 

priaary reco ... ndatlon . All of those ln favor say aye. 

All opposed. 

COHMISSIOKKR BIARD: Mo. 

COHHI8810NBR OUNTaR: No. 

CHAIRM&N WILSON: I knev that vas golng to happen 
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at soae point 1n this area. I just didn't thlnk it 

would be this issue. 

COKMISSIONBR IASLBY: Well, Mr. Chairaan, ve can't 

let a tie, do you vant to try a different motion? We 

need to break the tie. 

CHAIRMAN WILSON: We need to talk this throu9h a 

little blt here a~d see vbere ve can --

COHMISSIONBR B&SLBY: Of course, vhat happen3 13 

ay aotion falls on a tie vote, unless ve find a 

solution. 

CHAIRMAN WILSON: Joe, vhat your recoaaendation 13 

is not what the coapany proposed, riqht? 

MR. JBNKIYS: That is correct. 

CHAIRMAN WILSON: And, Har9e, what you recommended 

is what? Joe is on one end, and you are on the other 

end and the coapany la ~lqht in the aiddle? 

MS. MBBTIR: The Coapany la not in the middle . 

CHAIRK&N WILSON: Where ls the company? They are 

sort of ln the aiddle or vhat? 

MS. HBSTBa: The Coapany is like 92.3 percent 

deaand and 7.69 percent ener9y. So they are - ­

CHAIRHAH WILSON: Joe, would be a hundred percent 

one vay and you would be a hundred percent the other 

vay. 

HS. KE&TB&: Right. 
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COKMISSIONIR GUHTIR: And the Public Counsel is 

a hundred percent over there vith Marge. 

CHAIRMAN IILSON: And the industrial intervenors 

are vhere, in the aiddle? 

MS. KIBTIR: Well, they just say it should be 

claaa1fied to deaand ox energy baaed on lts use in the 

aystea. 

COMMISSIONBR BASLBY: Great. That's a blg help. 

CHAIRMAN WILSON: Doea that aean t~at you take the 

fuel atocka an~ aay 7S percent of the fuel stock ls 

there for deaand and reliability purposes, and the 

balance of it is there for energy, is that vhat you are 

say1ng? 1 aean ls that vhat the industrial 

intervenors, is that the theory behind vhat they are --

KS. K&BTBR: They are ~ot, they are not saying hov 

auch should be --

CHAIRMAN WILSON: No, but they are saying that ls 

the logic. 

KS. KISTSit: Preauaably. 

CHAIRMAN WILSON: And the Coapany's logic is it's 

90 -- did you aa~ 97 or 93? 

MS. KIBTBR: 92.31 percent. 

CHAIRMAN WILSON: 92 percent deaand related. 

MS. KBBTBR: They just applied the 12 CP and 

1/13th. 
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COKKISSIOKBR B&SLBY: Let ae, let me ask you a 

bottoa-llne question. What axe we, are we talking 

about aaybe an eighth of a cent per cuetoaer? What are 

ve talk1nq about here dependlnq upon what ve do? Is lt 

a big change, a little chanqe, the custoaer will never 

know the difference? 

MR. JBNKINS: Little chan9e, Max9e, check •~· 

COKHISSIOHBR BASLBY: What happens -- and if the 

custoaer doesn't know auch difference, vhat happens to 

the coapany? Do they realize auch di f ference? 

MS. KIBTBR: The Coapany 9ets i t re9ardleee -- or 

let ae say their revenue requirement has already been 

set to get the level that Hr. Shea recommended that you 

voted on. 

COMMISSIONER .ASLBY: All ri9ht. The bottom line 

is the saae to the Coapany. Is the bottoa llne the 

eaae to the cuetoaar? 

MR. JBHXINS: No. I 9uees under ay 

recoaaendatlona the, the cuetoaere vho have lov load 

factor, lover load factor, vould get more on a per unit 

baele. So I 9uese 

COMMISSIONia BASLBY: Give ae an exaaple. 

MR. JBMKINS: The residential would get more under 

ay baala, under ay 

COKMISSIONBR B&SLBY: Get aore what? A higher 
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MS. MIBTIR: llot auch. I vot• ld say the coapanies 

vhere thl• really has an lapact is vhere you have 

interruptible custoaers. lnd interruptible customers 

are not allocated any deaand-related cost. So 1f th1s 

vere the TaCO caae then the interruptible custoaere 

wouldn't be paying any of the -- they vould be paying 

COMMISSIONKR GUN~BR: Virtually none. 

MS. HaiTBR: Virtually none of the fuel stoc)( and 

the fuel stock, the level of the fuel stock is based on 

90-daya burn, and their kllovatt hours are in that 

burn. Are they not responsible for any of it? 

COKHlSSIONal 8ASLBY: What happens under the 

Coapany•• proposal of spllttlng, let's say ve took a 

different flqure, vhat happens under the theory tha ~ 

you coae aoaevhere betveen the tvo of you? 

MS. KIE~BR: Well, let's say lf you spl1t it 

50/50, then if ve vere talking about TBCO, then the 

lnterruptibles vould have their proportionate share of 

SO percent. 

COKMISSIONBR 8ASL8Y: Let's talk about Gulf . 
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HS. KIBTBR: Well, thls ls really, it's a policy 

laaue, and I know rlght nov ve are talking about Gulf. 

But I'a eaylng where thla really has the biggest 1apact 

1e on a utility with interruptible custoaers. 

I don't think lt's very big. Let'5 3ee. It's a 

difference --

COKHIBSIOM&R BBARD: For the lack of being 

gainfully eaployed, let ae aove alternative staf f and 

aee vhat happens. 

COKHISSIOHBR GUNHR: 

COKMISSIONIR &&SL.Y; 

I' l l eecond 1t. 

What Old you do? 

OOKHISSIOMBR BE&RD: I aoved the alternative. 

CHAIRHAN WILSON: He aoved the alternative 

recouendatlon. AncS co-laeloner Gunter has seconded. 

All 1n favor. 

COKHISSIOifBR BDRD: .lye. 

COHMISSIOMBtl GUNTER: Aye 

CHAIRMAN WILSOM: .lye . 

COKHISSIOMBR BASLBY: Mo. 

CHAIRMAN WILSON: I find that there 1s a l ot of 

loqlcal appeal ln, in soaethln9 other than a hundred 

percent. 

COHMISSIOIIBR DSLJY: 81ther vay. 

CRAIRH&M WILSON: One vay or the other. There is 

a lot of ~ppeal to exac~ly what the Coapany proposed, 
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although I don't knov that the logic that got them 

there 1a really reflective of the reality of 

application of this theory because they got there by 

ataply applying the 12 CP and l/13th. 

I think the next t1ae ve ~ee one of these we ought 

to aOdreaa this squarely and there ought to be soae 

analysis. ~nd if ln fact, your argument 1s appealing, i 
Joe, that lf part of this ls related to rellaollity and 

deaand then it ought to be classified that vay, but not 

all of it. I don't thin~ all of it 

HR. JINXINS: Yeah, it really the arguaent is, 

again it's arquable vhlch vay you go. There are 

rationale both pro and con and for splitting it down 

the a144le. My overall purpose ls conservation, and 

this 1a just a tiny plece of that overall purpose 

COKHISSIONBR GUNTBR: And lt vould be to the 

calculation of cost effectiveness. Am l he~rlng you 

correctly? 

MR. JENKINS: Yes, yea. The aore I can get, the 

aore coat that I can allocate ln to the peak period or 

in to deaand, the aore coat effective that I can aake 

conservation calculations. 

CHAIRMAN WILSON: Would that also tend to support 

peak and off. 

HR. JENKINS: Yea. 
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CHAIRMAN WILSON: on-peak, off -peak price~ with a 

9reater, auch ~reater differential? 

HR. JBNKINS:6 It's a tlny ~tep in that direction, 

even tbou9b ve are dealing right nov v1th non-tlae-of­

day rates. 

COKHISSIONBR &&SLBY: We done broke the tie. 

Let's aove on. 

CHAIRMAN WILSOM: Okay. All rlght, alternative 

staff recoaaendation 1s approved vlth a caveat. 

co~tSSIONBR BEARD: Let ae say, since I haven't 

said auch about lt, when ! get the right analysl~ and 

get the detailed ~-·.alys1G and have ~pent the time on 

it, then I vould be vllllng to discuss it . But at th1~ 

staqe just the pres~ntati~n vlth the numbers thrown out 

leaves ae cold. 

MR. JBNKtNS: Okay. 

COHMISSIONBR BBLrtu: There le ample opportunity 

for us to ~lscuss this. 

CKAIM~~ WILSON: In this case vhere the 

consequences in teraa of revenue really aren't very 

auch. Then t~e conaequenc~a ~f the decision --

HR. JJati• £: ~: Rl9ht. 

CHAIRMU WILSON: isn't terribly significant, 

but ve' 11 probably see a case one of ·.hese days where 

it aatters. 
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KS. M&IT3R: Coaa1ss1oners, vould you like -- oh, 

you want to look at that exhibit, I'm sorry. 

CHAIRMAN WILS~N: Yeah, ve'll get back to lt when 

ve 9et that ~ther 1nforaatlon. 

Issue 1J.9. 

COMMISSIONER BlSLBY: Hove st~ff. 

CHAIRMAN WILSON: Staff recoaaendation without 

objection. 

Issue 120. 

MS. HBB~: Coaalssloners, there are tvo typos ln 

the recoaaendatlon as lt appears, and it should be 

un4ereat1aated and under-allocated on Lines 3 and 4. 

It's correct on your vote sheet, but not ln your 

recoaaendat1or voluae. 

COMMISSIONBR GUNTER: Underestlaated and 

under-allocated on Line 3 and 4. 

MS. Ka&TBR: Yes, sir. 

COMMISSIONBR OUNTIR: Of the recoaaendat1on. 

COHKISSlONil ll!LBY: As opposed to unestlmated. 

MS. KIBYIR: Yee. 

COHHISSIOND OUNTBR: I would aove staff. 

OOKMISSIONBR llSLBY: Second. 

CH&IRM&N WILSOH: What exactly does this aean? 

HS. KJSTBR: Well, they have varied fr~• the way 

theae 4eaan4s have been develope~ 1n the past and they 
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are just, they are ju~qaentally saying I ~on•t think 

these cuatoaera are 90ing to place as auch ~eaand 

~urin9 the 12 CP hours as thelr relation, as they have 

exhibited in the past. 

CHAIRMAN WILSON: And they do tha~ by not -­

MS. H&aT&R: An~ they have done it by excluding 

soae kllovatt hours ln thle, ln applying ratio~. 

CHAIRKAM WILSON: And they vere in fact there ir, 

the past, and they are saying they are not golng to be 

there 1n the future. 

MS. H&IT&R: Rlght, but the problea i n '89 their 

12 CP load factor dropped way down instead of going up . 

An~ 1f people vere go1r~ to respond to this SE rider 

such ae, ao they ~•e lees kllovatt hours in these peak 

hours, you vould have expected to have seen that. You 

wouldn't have expected an increase. Actually the 

Coapany, thoae custoaers used a 119,000; that was their 

average 12 CP ln '89. They are using 104 for '90. 

What it does is lt means that these classes, it's 

prlaarlly the PXT. Their rates wlll be lover than they 

would otherwise have been lf they hadn't done this. It 

aeans we are back ln the area of deteralnlng deaands 

judgaentally, whereas we passed the load research rule 

and required tbe utll1t1es to collect all of this data, 

ve are no longer golng to be ualn9 that as the basis 
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for 4evelop1n9 the deaanda. 

CHAIRMAN WILSON: All rl9ht. You aoved the staff 

recouendation. 

COKMl8SIOHBR GUNT&R: I aoved. 

CKliRH&M WILSON: Secon4. Any objection? 

Staff reco .. n4at1on. 

ta•ue 115. 

OOKMISSION&R GUNTER: Thla 1a where you aade your 

a4ju.taenta to the aethodolo9y that vas filed, right? 

MS. 

thlnt•• 

Yea, we aade the adjuataent for tvo 

OOMMISSIOHD GtntTD: Ri9ht. 

MS. KIITBR: We aa4e 1t for that, and ve made it 

for the alaaatch between the costs and the revenues for 

os-1 and 2. We 414 not reflect any of the others. We 

414n't reflect fuel stock. Those vere the b1g ones. 

COKHISSIOHBR GUNTBR: I 90t you. I aove the 

prlaary recoaaendatlon. 

COMMlSSIONBR BASLBY: Second. 

OOKHISSlOMBR BIARD: Let ae just coaaent 

CHAIRM&M WILSON: Let ae pass the gavel. I'm 

90ln9 to aake a substitute aot1on. I'a going to move 

the alternative recoaaendatlon - - I'• sorry. Never 

aln4. 

You aoved the prlaary? 
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COHMISSIONBR GUNTBR: Yeah. 

CHAIRMAN WILSON: I'a sorry. 

COHMISSIONBR BSARD: Let ae just aake -­

OOHMISSIOMBR GUNTBR: I ~as beginning, I vas 

fixing to fall over backwards. 

CHAIRMAN WILSON: Well, you vould have been 

just1f1eJ ln pushing ae over backvards . 

COHMISSIONSR BBARD: The industrial intervenors, 

the staff analysis on the II position I think is good. 

I think 1t holds soae aerit vhen done vith some of the 

analyais that ie there, soae expansion and change in 

vhat ia considered in the peak hours. For future 

reference that vould be interesting for ae to lo~~ at. 

But I vould tend to agree, it's a fairly narr ov, I mean 

I support the recoaaendatlon, but I 'm saying for fut ure 

use it hae eoae interest to ae. 

CHAIRMAN WILSON: All right. The priaary 

recoaaendatlon hae been aoved and seconded. Any 

objection to that? 

CHAIRKAM WILSON: All right. Without objection, 

the priaary recoaaendatlon. 

Iaaae llSA. 

COHMISSIONBR BSARD: I don't have it. 

CHAIRMAN WILSON: Where does that 

COKHISSIOMBR GUMTIR: That is out of order. 
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CHAIRHAM WILSON: I reaeaber readinq it, but I 

don't reaeaber where t aav it. 

COHHISIIOKKR BAILBY: It's out of order. 

COKHIISIONSR GUNTER: 121 and then llSA . 

MS. MBBTBR: You rea l ly need to look at those, 121 

and 115& together. 

CHAIRMAM WILSON: All rl9bt. 

COHHISIIOMIR B&SLaY: As 1 understand staff 

recoaaen4ation on 121 -- are ve dealln9 vlth 121 nov? 

COKHISStO•Ia OUNTaR: Yeah, I quess . 

COHHISSIONBR B&SLEY: Is that essentiall y you have 

got the saae relative position betveen the c ustoaer 

claaaea aa you have nov under staff recoaaendat i on, is 

that correct? or te it only to GSD LP LP~ PX PXT, et 

cetera, that the relative position remains the saae? 

KR. TROHBIMO: I believe that the relative 

poaltiona for the PXT class and GSD class 1aprove, LP 

being the only one that doesn't 1aprove froa the 

present. 

COKHI8810NBR BAILBY: Doesn't chanqe ? 

KR. !ROKBIHO: Doesn't chanqe. 

COHH188IOHBR aABLBY: Okay. So that stateaent, 

the last sentence in the r ecoaaendat1on, the first 

paragraph, only refers to those claa~es? 

MS. KUHMBR: Coaalssloner, vhat this refers to and 
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the vay that ve 90 about allocatln9 revenue i~ to bring 

the classes closer to parity . 

COHHISSIONBR BASLBY: Rl9ht. 

MS. KUKHBR: And that's vhat that refer~ to 1s to 

bring thea closer to parity. 

OOKHISSIONBR BASLBY: All rl9ht . I got l ost in 

that para9raph . 

MS. XUMKBR: It's not relative one to another, but 

all of thea to parity. 

COMMISSIONER WASLBY: I've got you. 

COKHISSIONBR OUNTBR: Marge, you ' ve got to help 

ae. On staff's analysis I'm under the impression that 

the position, the policy of the Coaalssion has been 

that no individual class got, in this s tage , got over 

one and a half tiaes the average increa~e. And I got 

an iapreeaion that, froa reading, that that vas one and 

a half tlaea, vh1ch included fuel adjus t ment ECR, ECCR 

and vbat have you. And I vas under the impressi on ve 

didn't do that because there 1s no vay at this time to 

be able to even tell vhat an adjustaent vould be on 

conservation or fuel adjustaent or vhat have you. 

I'• trying to understand. To ae that reflected, 

as 1 r e call, a policy change. 

MS . MBB'l'BR: No. We have done lt, recently ve 

bave been pretty consistent . I have gone back to some 
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of the earlier recoaaendatlons that vasn't clear. 

COKHISSIOKRR GUNTBR: Recently? When is the last 

tiae ve did a rate lncreaae? 

HB. KSBT&R: Well, I would say in the last seven 

years. It's been -- I would have to go back and check 

each recoaaendation and see vhat it said. We have used 

the one and a half tiae vith adjustaents, and of 

course, they have filed those projected adjustaen~s for 

the test year. We used that because that is vhat the 

custoaer sees. We vanted, ve felt t hat this vas for 

continuity of ratea. So ve vere looking at the total 

bill. 

COKMISSIOHBR GUNTBR: I just didn't rec~ll that. 

Because in a tl•e period vhen you had very, you knov, 

treaendoaaly escalating prices of fuel, t hat could have 

really created a situation vhere there vould be 

ainiscule lncreaaes available to aaintain that policy 

of one and a half tiaes. 

MS. KISTBR: Mo, see fuel vould be constant. In 

other vorda they have filed the fuel for the test year. 

So vhen ve say one and a half tiaes, ve are looking at 

vhat the bill ls before the increase in base rates, and 

vhat 

COKHISSIOKIR GUMTBR: Taking a snapshot in time. 

HS. H&BTBR: Right, so it doesn't reflect any 
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change in fuel over tlae. It just reflects based on 

the fuel at the tlae of the teet year. 

COHMISSIOHSR GUN!BR: Well, isn't it - - you've 90t 

to help ae a little blt of vhy the recoaaendation is to 

exceed that one and a half tiaes. I read the vords, 

but I'a not sure I underatand. 

KR. TROKBIMO: Coaa1sa1oner Gunter, the ma in 

reasoning behind that vas because of the substantial 

decrease to the GS class. In order to set as rates 

equal to residential --

COMMISSIOM&R GUR7BR: Previously ve had not 

decreaaed ratea. It'• been Coaalaeion pol icy, ve 

didn't deer•••• rates, ve just held thea vhere they 

vere. You let everybody else 9rov to lt tryln9 to aove 

people t~ parity. 

I can recall a nuaber of cases vhere, you knov, I 

can recall Pover Corp. that vas so far out, and it took 

ua tvo or three ttaea to 9et closer to parity, and the 

process that ve used vas not a reduction in rates . We 

only worked vlth the escalation and held people vhere 

they vere, and lt aoved thea closer to parity over a 

period of tiae. 

I'a against the process, Mr. Chalraan, of loverin9 

rates for ~ class of custoaers and increasln9 above one 

and a half tlaea aovlng forward. 
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MR. TROKBIMO: I believe before that, vhen that 

atlpulat1on vas aade, ve weren't avare of hov the 

relative poaitions would be affected and --

COMMIISIONBR OUM~a : It vasn•t, that vas a 

policy. !hat vaan•t a stipulation . That vas a policy 

established by ~he co .. 1sa1on a long tiae ago in order 

to aove people cloaer to parlty, and vlthout havlng 

that ahift. 

HI. MaaTIR: In looking at this I think -­

CHliRMlA WILSOM: Have you got this, have you got 

this chart that la on Page 226 on the coaputer? I aean 

is this --

MS. ,_..,D: Yea. 

HR. TROMBINO: Yes. 

CK&IRHAH WILSON: so you can run soae iterations 

of thla fairly quickly. 

HS. MI&TIR: Yea. I think the problem is n~t just 

the lowering the OS ~ate. !he problea ls that the RS 

Class la large, and you are goir.9 to aove soae of the 

other claasea further avay fro• parity if you don't 

give a larger increaae toRS . Maybe Hr. Troabino can 

co .. ent on that, because os 1s a saall class. It 

doesn't 

COKHISSIONIR GUNTER: Really lt's a policy. It 

doesn't aatter about hov blg the thlng is vhen you have 
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a policy and it's the right policy. 

MS. K&ITBR: Okay, ve have, ve have not gone vith 

that policy every tlae. I reaeaber in, I believe lt 

vaa tbe '81 or the '82 Gulf case ve 9ave the entire 

increase to RS and to the ll9hting cla~ses because the 

aaount of revenue vas so saall, and they vere s o far 

away froa parity. In the 

COHMISSIOMSR GUHTIR: But you didn't go through 

an4 you d14n't decrease peoples• rates. 

MS. KSSTIR: Well, in PPUC ve lovered the GS rate 

to equal the as rate because it vas s~ hl9h. Nov, I 

think ve bave felt that this rate is confiscatory, lt 

ls so high. The problea has been ln the ear l y years ve 

didn't, ve weren ' t coafortabl~ v1th the load research. 

Because the first fev tiaes they did it, they did lt on 

vbat va.s a residual aethod. They estlaated everybody 

else, and OS is what vas left over. 

so nov ve•ve CJOt enou9h load research, and it's 

been conal•tent enou9h over the years that ve feel it's 

appropriate that there be an adjustaent in the level of 

their revenue requireaent. Nov, vhether it's all the 

vay down to the R8 rate that ls one question. But I 

think it's clear th~t 1t does need a decrease. 

COKHI88IOHBR GUMT&R: Well, one of the things, one 

of the thtn9s, Kr. Clullraan, l vould, I vould Uke to 
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see a calculation of no lncrease above one an~ a half 

tlaes, and see vhat the results of that is because you, 

not only do you have a decrease in the as, lf I'm 

reading 1t correctly, your OS-3 you are recoaaending a 

decrease ln that classification also. 

CHAIRMAN WILSON: And I think that ls because, if 

I'• readlnCJ this correctly, that if you look at. the 

rate of return index they are 3.31 tiaes. 

line. 

COMMISSIONER GUNTER: Oh, I understand. 

CHAtRM&N WILSON: And that is substantially out of 

COMKISSIOII!R CJUN'l'BR: I understand. 

COHKISSIOMD BIARD: Let ae ask you a question . 

If you increased the RS tvo tiaes system average, voul~ 

they still be belov parity? 

MB. tmKTaR: Yeah. 

COKHISSIOMIR BIARD: Then vhy vould you move GS 

dovn to below parity? 

MS. KUKKBR: That ls vhere ve get tied into 115A, 

vhlch is the stipulation on equalizing RS and as rates. 

MS. MIB'PER: 1 think in retroepect a.aybe 

COKMI8SIONBR BBARD : The stipulation doesn't 

bother ae. 

CHAIRMAN WILSON: I have nuver knovn one to etand 

in your vay. 
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MS. KUKMBR: That's vhy the last paragraph on llSA 

ls vhen ve ran the nuabera and rea lized vhat the 

nuabers did because of the pecullarltles 1n Gulf. We 

had second thoughts about lt as well. 

COMMl8SlOM8R BBARD: I have concerns ~ bout tvo 

tiaes. I have leas concern about that than I do aoving 

a class below parity vhtc:h 1 didn't 9et to aove back up 

1n the future. That's just, you knov, let's build u~ a 

roller coaster and ride that little devil. 

MS. HD1'D: Mobo4y, nobody vould run the numbers 

vhen the stipulation caae up at the prehearing 

conference, and baaed on our knowledge of the other 

utilities the coat to serve OS had been shovn to be 

lover than as, and ve vere surprised vhen ve ran it. 

CHAIRMAN IILSOR: Do you have any other r uns of 

thla? I aean have you played vlth thls at all? 

MS. KUKKIR: We have run several scenarios. I'm 

not sure at tbla point exactly vhat is there, but ve 

can certainly run the one an~ a half increase, and just 

t•ke 

COKHISSIOISR OUM!BR: Why don't you run the one 

that just follova coaalsslon policy, and let's see 

where ve are, and see vbere ve vork between the tvo. 

MS. KUMKin: The one, the no greater than one and 

a half lncreaae to any class vlth no decrease? 
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COKMISSIONBR BBARD: I tell you vhat I vould llke 

to •••· I would like to •ee, aaide ftoa that run, I 

would l1ke to see one at one and a half, and then move 

GS to ~N~rlty. 

MI. KIBTBR: What about OS-3? 

CHAIRMAN WILSON: I vould leave OS-3 t he vay i t 

la. 

COKMlSSIOM&R B&&aD: Leave lt alone. 

CHAIRMAN WILSON: I aean I would leave lt the vay 

you have done lt bere. 

COMMISSIONBR BRARD: Which is? 

COHHISSIONKR GUMT&R: That voul4 be on that second 

row. 

CH&IRHAM WILSON: Well, you aove lt from 3.31 on 

that ROR index down to 2.33. It's stlll vay the hell 

out of line but --

COHHIS&Io•n BBARD: Okay. 

MS. KUKKaR: Okay, ve need tvo runs, one shoving 

no decreaae to any class and a aax1aua one and a half 

increase --

COHMtSSIONBR GUNTBR: Yeah, just see vhat 1t looks 

like. 

MS. KtJKKBR: Okay. And the seconc! one 1a one and 

a half, no aore than one and a half ant! aovlng GS to 

parity. 
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CHAIRMAN WILSON: Let's take a f1ve-a1nute break. 

~ctually let's take a ten-alnute break. That's a real 

ten alnutes. 

CK&IRK&M WILSON: All right. 

KS. KUHMBR: Fo~ the sake of stra1C}hten1n9 thln9s 

out, are ve going to teaporarily pass 121 and ~ne 11SA, 

o~ do you alaply vant do deny the stipulation on ll5A 

outright? 115A ls the equalization of RS and as. 121 

is the spread. 

COHMISBIOM&R OUNTBR: I think ve've 90t to see the 

flgu~ea. 

MS. KUMKBR: All right. 

CHAIRMAN WILSON: I think ve vill pass both of 

those. 

MS. XUKKIR: Okay. Are you ready to discuss the 

p~ojectlons at this point? 

CHAlRK&M WILSOM: Yea. 

COHMI8SIONKR GUMTBR: The vhat now? 

CHAIRMAN WILSON: The projections, that exhibit . 

MS. KUMHBR: Going back to 113. 

CHAIRMAN WILBOM: As I aald I vas a little, I 

enjoyed a certain arount of consterna tion vhen I aav 

that there vaa a stipulation about this piece, yet 
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there vas an issue in Issue 40 - - vas i t 43? 

COMMISSIONER GUMTBR: 49. 

CHAIRMAN WILSON: 49. About the projections, and 

ve•ve all 90t copies. What is that Bxhibit No . 233? 

337, and 1ookin9 at that I'a not sure that th6~e is any 

basis fox concludin9, that there is any xeason to do 

anythinCJ different on the projections. 

MR. fLOYD: Well, the only thing that I can tell 

you ls ls vhat I did, lf you vant to hear it . I did a 

thorouCJh analysis of Gulf's load forecast. I c~n tell 

you what I did. I even vxote a report on ~ ~, and have 

all the re9ression analyses and graphs attached t o i t. 

I could 9ive it to you, or 90 through the analysis. 

COKMISSIOWSR BASLBY: Mr. Chairaan, if your 

concern has been satisfied, I'll aove staff on 113. 

COMKIISIOMBR GUNTBR: Second. 

CHAIRMAN WILSON: Well, vhat raised ay concern vas 

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

and I have looked at the Coapany's as vell, and then I 

looked at the exhibit that apparent ly foraed ~he basis 

for the adjustaent that vas proposed, and apparent ly 

the stipulation of the nuabers ln Issue 113 reflects 

that viev of the projections. 

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

nuabers have any questions. 
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COMHISSIOHIR B~ARD: Let ae ask you a question. 

Base rate revenues, percent deviation, that negative 

figure when 1t exlats is where they u~der-projected the 

base rate revenues, ri9ht? 

MR. FLOYD: I don't have a copy of vhat you are 

looking at, and I have never read anything -- is th l s 

vhat Public Counsel 414? I have never even studied 

anyth1n9 that they have done. 

OO""ISSIONIR BEARD: I just vant t o understand the 

theory of vhat t•a looking at. A positive figure 

represents an over-projection of base rate revenues, 

and a negative figure projects 

Hft. FLOYD: I don't knov, because I don't have a 

copy of that. 

MS. KUMKRR: This la Exhibit 233? 

CHAIRM&B WILSON: 337. 

COHMIISIOMBR BIARD: 337. 

CHAIRMAM WILSOB: Here, vhy don't somebody get a 

copy of lt . I think that bottoa deviation percentage 

is siaply a deviation froa the forecast and does not 

nece••arily indicate whether actual ia greater than 

forecast or forecast ia greater than actual. Maybe it 

do••· 
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MR. fLOYD: Well, lt looks to ae, you have the 

actual. You can ••• vhlch one i• greater. The actual, 

for exaaple, on the first coluan, the actual is qreater 

than the forecast. so tbe posi t ive aust mean --

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

COMMISSIONER B.ARD: I had it backwards th~n. 

CHAIRK&N WILSOMe So a negative nuaber aeans 

that they have over-forecast. I aean they have 

foreca•t h1gher revenue• than they actually received . 

HR. FLOYD: Right. 

CMAIRMAM WILSON: Or higher ae9avatt hour sales. 

HR. FLOYD: And I should say, I concentrated all 

of ay effort• on vhat, vhat would be the forecast for 

the teet year, you knov, vas that reasonable, a nd I 

conclude4 that it vas reasonable . And 1n fact, if 

anything, they probably over- forecast at that tiae, and 

I had about eight aonths additional data than what they 

had vhen they forecast this. I had data through March 

of this year, and at that t1ae they ver e over­

forecasting kilowatt hours. 

COKKISSION&I GUMTBR: They are probabl y about 

caught up though. 

MR. PLOYD: ~hey aay, v1th the vara spring and the 

extra hot suaaer they aay be caught up, but it is 

supposed to be looked at on a noraallzed bas is. It 
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coul4 be cool next year. 

COKMISSIONIR GUNTBR: I understand. 

CHAIRMAN WILSON: & aotlon? 
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COKM188IONIR OUNTBR: The aotlon has been aoved 

an4 eec:on4e4. 

CHAIRMAN WILSON: To accept the stlpulati~n? 

COMMISSIONBR GUNTER: Yeah. 

CHAIRMAN WILSON: All right, 113 without 

objection. 

COKMISSICNBR B&SLBY: Where are ve? 

CHAIRMAN WILSON: We are on 122. 

COKMISSIONIR GUNTBR: 122. 

COKMISSIONBR BBARD: That ls stipulated. 

COMMISSIONER GUNTBR: I aove staff . Accept the 

stipulation. 

CHAIRMAN WILSON: All riqht. The staff 

reco .. en4at1on on Issue 122 ls approved . The 

stipulation is accepted. 

123. 

COKMISSIONBR GUNTBR: I a ove lt. 

CHAIRMAN WILSON: The s tipulat i on is accepted 

there. 

Issue 124. 

MS. KUMMBR : This is where ve run in t~ probleas 

because this vas baaed on the stipulation ln llSA, 1£ 
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equalizing RS and OS, •o these nuabers vill all change. 

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

then • 

125. The aaae thln9? Ho? 

MI. KUMMBR: 125 is essentially the saae thing, 

although you could aake a policy d~clslon on this as to 

vhetber or not you vant to 90 vlth the staff's 

propo•al, vhlch i• al•o reflected ln Issue 128 on the 

desiqn of tlae of use, which in the case of deaand 

chazqea puta, seta the aaxiaua deaand charge at the 

dlatrlbutt~n unit coat and leta the on peak pick up the 

balance of lt or Gulf'• aethodoloqy ia the load factor 

aethodology vhich puts •oae of the production 

transaiaaion ln the aaxlaua char9e as vell. 

And you can aake a policy decision on that if you 

like at tbla point. As Marge pointed out there's a 

third option, if you want to put -- it's a variation of 

tbe tlae of uae. You can put some of the on-peak 

4eaand in the on-peak energy and not load lt on the 

4eaand. 

MR. JIMKIHS: Coaaisslonera, on this issue the 

staff recoaaendation, I have been told and aa in 

concurrence v1th, but you need to be aware that ve have 

a problea vlth low load factor custoaers, vhlch 1a 

qolng to coae up in a later issue that peripherally 
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touches this issue. 

CHAJRMAI WILSON: Hov ao? 

MR. JIKKINS: When you have fully-allocated end 

chaxgea vltb lov load factox custoaexa, naaely the 

11ghtln9 custoaexs and the chuxchea, and I think, 

Coaaisaionex Guntex, you aay xeaeaber that year ve vere 

inundated vlth co plaints froa churches. If you don't 

let thea algrate aaong, te different rate classes, you 

-- they, aa soon as they tuxn on their air conditioner, 

they lncur a hi9h deaand, and then they vant to -- they 

have very little energy. so they get socked v1th that 

deaand charge through energy and their cents per 

kllovatt hour is quite high. 

CHAIRMAM WILSON: What issue is that? 

COMHISSIOMBR GUNTER: More often than not, ~f I 

recall thoae fo l ks vexe off peak. 

MS. KaiTSR: Actually vbere you had the problem 

vas ln rPC'a case, and they had optional deaand rates . 

COHHISSIOWD CJUIIHR: That is correct. 

MS. KISTSR: &nd you•va, no, actually the 

Coaalsalon decided on the recoaaendat1on of the rate 

person that you have aandatoxy, ln other vords lf your 

deaand is above a certain level you had to be on the 

de .. nd rate, and aoae of the cuatoaers got 800 percent 

lncrea .. a. So that vas a different altuatlon. 

GOMI& UD USOCI&'l'SS 
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HI. KUHHKR: ~he other issue that Kr. Jenkins l s 

talking about, co .. a under laaue lfl, vh l cb la on Paqe 

210 of the zecoaaeodatlon vhere ve talk about the OS - 4 

zate, becauae the aporte f lelde coae lnto thla kind of 

a eltuatlon ae vall. They have a fairly hi9h peak 

deaan4 vhich puts thea on a 080 rate. They have a 

relatively lov en rgy or lov load factor, ao they end 

up paying aore than they vould if they vere allowed to 

opt dovn and take eorvlce under the os rate. It's a 

load factor problea. 

You folka recently had a letter froa a gentleaan 

in Mlaa1 addressing that as vell. 

COMMISSIOMBR BBARD: You aean ve got a letter froa 

Miaal that didn't address caller 10? 

COMMISSIOIDR OUNTBR: Tiae of use. 

MS. KUKKBR: The optinq dovn provision vas not 

specifically aade an issue ln this rate case, but it la 

a continuing problea that probably needs to be 

addreased at aoae point. I'• not sure thla 1a the 

place for lt. But it certainly ia a consideration. 

CHliRMAM WILSOM: Does that aean ve ought to 

decide 1f8 before ve get in to these other tvo issues 

or not? 

HR. JSNKIMS: I gueaa l'a differing here. I think 

ve need to decide that issue s!;)out opting dovn, or else 

OOHI& ~D ASSOCIATES 
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ve are going to get inundated v1th l etters froa 

church••· An4 it occurs in this Coapany, and is it 

Plor14a Power, because both of thea, the split point 

between OS and 08 4eaand la 20 kilovatta. Nov, it'a 

not ao aucb of an laaue v1th PPL and TBCO, because 

theirs is 50. 

K8. MZBTIR: Mo, actually 1t'a FPC that 15 50. 

rPL is 20. 

KR. JBMKIMS: Okay, I've got 1t backwards. 

MS. K&ITIR: An4 PPC vhen ve had that problea in 

1910, you eaae back and addressed it, and you put in a 

transition rate to basically let th~• pay the as rate. 

I think it•a set at 20 percent aore than the as rate so 

aa to ea .. the tranaltlon between rate schedules. 

MS. KUKKIR: The problea ve have is there is not a 

specific 1asue ad4ress1ng that ln thls recom•endat1on. 

It vas not a apeclflc issue ln this rate case. so ve 

are trying to ad4reas a problea kind of through the 

back door, lf you will , trying to find a place to fit 

lt ln. It 4oean•t rea lly -- the issue and 

recoaaen4at1on ln 125 and 148 don't really address t hat 

apeclflcally. But lt is a problea that 1s inherent in 

the structure of 4eaan4 charges and in the special 

rates. 

COHHIIIIODR GUifftR: That raises an interesting 
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queatlon, though aa to what is the appropriateness of 

that break point aa to vhether it should be 20 or 50. 

MS. KUMHBR: Right. 

CHAIRMAN WILSON: Tho break point with Gulf is 20? 

MS. KaB7BR: Yes. But you alvays have a problea 

because you are always going to have -­

COHMISSIONBR OUMTBR: You've got somebody. 

MS. ~BR: You've a lways got somebody near the 

break point. 1 think though it may be that it is more 

of a problea for soae saaller cuetoaere . But if ve let 

thea opt, then ve would have -- t here vould be a break­

even point, a load factor break- even point where your 

lover load factor cuatoaers woul~ be on Oti, and your 

higher load factor custoaera vould be on GSO, and that 

1s really vhat ve vant, because that ia a better 

indicator of costs, lt tracks coat more closely than 

juat saylnt 20 KW or 50 KW. 

CHAIRMAN WILSON: Regardless of how the issues are 

laid out, conceptually vhat is the fir&t thing ve ought 

to addreaa? 

COHMISSIOMBR GUNTBR: You vant to take 148? 

CHliRM&M WILSON: Does lt aatter? 

MS. KUMKBR : Why don't ve go back to 125, and if 

you would aake a policy declslon on ~hether you want to 

go vlth the st.aff tlae of use essentially or having 
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the aax1aua deaand charge bein9 only ~1str1but1on an~ 

the balance picked up ln the on peak. 

We can do that. 125, just llait that 

to the atan4ar4 deaand charges and vorry about the tiae 

of uae vben ve get to the t1ae of use rates . 

COMMISSIONIR GUNTIR: Wouldn't that aake more 

sense to do that it way? 

MS. KISTBR: Uh-huh. 

HI. KUHKBR: Because ve have essentially en~orse~ 

tba coapany•a atandard deaand rates. 

CHAIRMIM WILSON: Hotlon on --

HS. KUKHKR: It's on the tlae of use that ve 

differ. 

CHAIRMAN WILSON: Hotlon on 125? 

COMMIIIIO- <JUNTBR: Staff. 

HS. KKIY&R: That la juat vlth respect to the 

atandard daaand charges, right, the non-time of use? 

COMMIISJON&R OUNTBR: That ia correct . 

COMMIISia.&a B&ARD: Juat a a1nute. 

CK&I~ WILSON : And 128 1a the tlae of use. 

HI. IUMK&R: That is the overall ~esign of t1ae-

of-uae rat•• · 

COMHISSIONSR B&ARD: 1 need to ask, ve a re on !25, 

rlght, and the ataff recoaaendatlon 

NS. KUKHBR: We are essentially taking the tiae-

OOHIA AND ASSOCIA~S 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

295 

of-use deaand charges out of 125. We are going to look 

at those aoaeplace elae. All ve are voting on are the 

non-tiae-of-uae deaand charges on 125. 

COHMI88IONBR BIARD: Well, let ae just read if I 

can th%ou9b your recoaaendation. The staff's 

reco .. ended deaand chargee are baaed on the equivalent 

peaker coat aethodology recoaaended in Issue 115, vhlch 

is not vhat ve adopted. 

MS. KUKKIR: ~hat•s vhy you have b~th of them 

here. You have 12 CP and equivalent peaker. You have 

both of thea listed here because ve didn't knov vhich 

vay you vera 90ln9 to ;o. 

CHAIRMAN WILSON: The left- hand column is vhat ve 

are voting for . 

MS. KUKK&R: Right, the left-hand column, the 12 

CP and 1/llth ie vhat --

COKMISSIOHIR B~D: Okay. I thought that vas the 

case. But I got, I vas looking at this and lt appeared 

as thou;h you vere saying your preference ln 115 had 

been equivalent peaker and I --

MS. KUMMER: No, ve •ve developed both because ve 

did have the prlaary and the alternate recoaaendation 

in 115 eo ve prepared both all the vay through. You 

can ignore anythin9 that says equivalent peaker. 

COHMISSIONBR BEARD: You just gave equivalent 
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peaker the flrst run this tlae since it got seconG run 

last tlae? 

MS. KUHMBR: We tried to keep thea both so that - ­

to glve you the option, whichever vay you vanted to go. 

ftoa here on out you can ignore anything that says 

equivalent peaker. 

CHAIRMAN WILSON: Issue 126. 

COKHISSIOHBR BBARO: Move staff. 

COMMISSIOND OUHTBR: I vould aove staff. 

CKAIRM&B WILSON: All right, vi thout -­

COKKISSIONIR BAILBY: Let ae ask, and I' ve got a 

blg question aark on this one. If I unOerstand the 

background on thla, ve don't use seasonal rates 

anyplace else, ls that correct? 

KR. TROMBINO: That is correct, coaa1ss1oner 

Bas ley. 

CHAIRM&M WILSON: We don't have seasons anywhere 

else. 

COKHI88lOMIR BlSLBY: Well, that's it. What 

aeaaona you do have are different up here than they are 

for the rest of the state, are they not? If you 

acknowledge seasons. 

KR. ftOMIINO: I agree v1th that. 

COKMI88IONIR BAILBY: About the only ones that I 

can think of that are not affected seasonally vould be 
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industrial custoaere, and the s wall peraanent 

residential cuatoaer, they 9et affected - - they get 

affected by the result of t he season. But the 

industrial custoaers are go1n9 to have the same demand 

problea I would think, i9norlng the fact that you need 

aore air conditioning, but they don• ~ shut dovn because 

of the seasons like the coaaercial businesses and the 

tourist buslneesea is ay line cf thinking on this. 

That's vhat 1 aeant by the peraanent residential. 

Is that the kind of seasonal consideration that 

haa been 91ven in the past to this? 

MR. !aOKBINO: Well, the vay I understand it, that 

the seasonal rate basically ia just applyin9 to the tvo 

clasaea, and they are looking at those tvo classes, and 

saying basically that those are peak intensive classes 

and that they vary by aeaeon, vary by Gul f ' s load by 

aeaeon. 

COKHISSIOHER IASLBY: See, I agree, that 1f you 

are golng to have aeasonal it probably ought to be 

across the board. 

HR. ~OKIIHO: Right, that is our aain concern, ve 

think that 1t should --

OOKM188IOHBR B&GLBY: I don•t have any problem 

vlth that until you get to 1ndustr1~1 who aay or aay 

not be, and I can still aay across the board. I aa 
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trying to understand vhy seasonal vas ln to begin vlth. 

Did lt have to do vltb vhat I think lt has to do vith, 

and that ls the fact that they have a suaaer season 

coapare4 to a vlnter season for everybody else? 

MR. TROMBINO: I think it vas introduced vhen 

their alr condtttonlng load atarteJ increasing in the 

•soa and '60s, and I belleve that is when t hey started 

puttlnq a seasonal differential. 

COMMI88IOifP BASLBY: Well, that hasn't ch~nged. 

It has changed? 

They have responded, and I believe in 

the there vas a tlae period vher actually thei r 

vlnter peaks vera higher than their au .. er peaks. But 

vhen they ~aae a su-er-peaking ut1 11 ty, then they 

put ln •eaaonal rates that reflected the fact that they 

were a •uaaer-peaklng utility. 

COMHISSJOKIR KASLBY: That is back vith vhat, vith 
• 

the advent oi alr condltionin9? 

118 . MB&TD: I have that data in ay file, but I - ­

OOMHISSla..R BASLBY: See, I reaeaber vhen the air 

conditioner didn't exist. That is ay biggest problem. 

l ju•t don't reaeaber vhen it vas. 

HS. HBC!Ia: It vas the late •sos. 

COKHISSlOKIR BASLBY: That's about the tiae the 

dlno•aurs left. I reaeaber that, too. I don't have 
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any heavy-duty feeling on this one, Hr. Chalraan, other 

than 1 agree vlth staff, either you have it or you 

don't have it. But I vas trying to un~erstand the 

rationale for vby it vas there. 

CHAIRMAH WILSON: Well, the staff recoaaendation 

1n41catea that the patterns of co1nc1de~t peak for 

deund rate classes lao exhlblt seasonal patterns. 

COKHISSIOHBR GUNTIR: That ia correct. 

COKHISSIOHBR S&SLSY: That's vhy I can't agree 

that if you go seasonal you go seasonal across the 

board. tbat I don't have a feel for is whether or not 

ve keep aeaeonal ratea. That's vhy I vaa trying to 

understand why ve had thea to begin with and don't have 

thea anyplace elae. 

CK&IRK&M WILSON: You have recoaaended that ve not 

have seaaonal rates. 

HR. TROMBINO: That 1e correct. 

CHAIRHAB WILSON: And that ls because you don't 

feel like there 1e coat justification for 1t7 

MR. ~OHBINO: Basically tvo reasons. It's 

unclear whether there's a coat just1f1cat1on. Part of 

the evidence that vas presented ln the case stated that 

Southern doesn't bill Gulf's on a eeasonal basis, for 

exaaple, their capacity charges, and that vas one of 

the reasons ve thought lt vas unclear that their, that 
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the ultlaate custoaer vaa receiving the aaae kin~ of 

price al9nal aa Oulf vas getting fro• thelr buyer or 

aeller. 

CHAJRKAlf WJLSOM: la there any ~eaouatrable effect 

froa the ext•tenee of the seasonal rates over the 

years? I aean baa lt 1n fact ha~ any ~ete~rent effect 

on usage 4urlng the peak season? 

MR. TROMBINO: Proa the data that ve vere able to 

get in the bearing, the last seven years shoved that 

the vlnter peak to the suaaer peak vaa about 85 to 95 

percent, and there vere tvo years where lt actually 

exceeded that, vhere laat vlnter, vhlch ve ha~ a very 

cold and ve had that, that big spike peak. 

CHAIRMAN WILSON: We reaeaber. 

KR. !ROMBIMO: And there vas another year I 

believe that also exceeded that. Pro• that 1nforaat1on 

it's not elaar. 

CHAIRH&M WILSON: Do you recall whether the 

lnforaatlon that vas provided by ~he ln~uatrlal 

1ntervanora on their near peak analysis shove~ that 

kind of a aeasonal 

MR. ,.OHBINO: l don't, I don't knov. 

c~~IR~ WILSON: 'l'here's a certain aaount of 

loCJle to ... thla. 

co .. laaloner Wilson, the logic l s lf 
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you are 90ing to have it, lt ought to be all one vay or 

tbe other becauee it'• a ayetea coneideratlon . 

CHAIRKlM WILSON: Sure • 

COHMISSIONBR BASLIY: I don't have any problem. 

CHAIRMAN WILSON: I don't have any problem vith 

that at all. The question ia whether you actually have 

eeasonal ratea or not. 

MR. JINKINS: Right. 

CHAIRMAN WILSON: There is a certain aaourt of 

lo9ic to having thea. 

MR. JENKINS: Yea, there is. 

CH&IRK&M WILSON: Unless I aa j ust aisapprehendlng 

the lasue. 

COKHISSIOMBR GUNTBR: Well, ay poaltlon, Hr. 

Chalraan, iu that Coaaisaloner Beard and I both moved 

it. And so I will just second his, but if that had 

failed I waa going to aay aa an alternative ve put lt 

over all claaaea because it's a deaonstrable change 

vhen you start reviewing by rate class. There ls a 

change that tracks the suaaer peaks for those classes. 

CHAIRMAN WILSON: I guess what raises the question 

here ia that you indicated that southern Company 

doesn't charge any dltferently baaed on seasons. so 

vhat we are talkin9 here is strictly an Incentive or 

d1alncent1ve for uae of electricity during periods of 
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tlae of the year. And ay question ls, 1s lt vorklnq? 

Is lt ln fact accoapliahln9 that? If there are 

reflected costa, if Southern coapany vere sell~nq, 

doing the saae thln9 to Gulf that Gulf ls dolnq to the 

cuetoaera, that aakee a lot aore sense. If they are 

not, then lt doesn't aake a lot of e~nse. 

KR. JBNKINS: It's very bothersoae, and l t sort of 

raises ln your alnd every tlae you see a thlnq llke 

this, 1f the seasonal, lf the seasonal rates really 

don't have their roots in the old days of the antl - gas; 

that ts lover the electric rates in the v i nter to keep 

that tas heat out. That aay be the or i ginal reason, 

clothed, if you vill, in the system load factor and 

load balanctn9. 

COHMI8SIONBR OUNTBR: Well, there is another 

reason, too, is that vith the tourist industry alonq 

the Gulf Coaat ia an opportunity to get aore of your 

revenue froa folks vho didn't vote. I understand that. 

MS. KIS~aa: The problea is the tourists vould pay 

it tb~outh, indirectly throuth GSD, and I aean the 

hotel• are on the rate that doesn't have a seasonal 

differentiation. 

COKHISSiONBR GUNTaR: There's a lot --

COMMISSIOHBR BAILBY: I have to tell you that 
i 

that ia llke the corporate 1ncoae tax arguaent, they 
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don't care. 

CHAIRK&M WILSON: What are condos on? 

COHHISSIOHIR GUNTIR: There's a hell of a lot of 

condos, and a hell of a lot of houses dovn that beach. 

CHAIRMAN WILSON: The condos are going to be on a 

residential rate, aren't they? Aren't those going to 

be on realdential ratea? 

MS. MRBTIR: Condos vould be on residential. 

CHAIRKAH WILSON: There are a lot aore condos than 

there are hotels out there. 

COHHISSlONBR BASLBY: Well, not all condos. 

COKHISIIOkiR GUHTBR: Private houses. 

COKHISSIONBR BASLBY: Are they? J ust because they 

are a condo doesn't put thea on a resident i al rate 1£ 

they are coaaercial. Renting a condo, I t rust. 

CHAIRK&M WILSON: Well, I don't knov that t hat 1s 

true elther. If you are an lnd1vldual customer and 

have service at your condoalniua unlt, then you are 

renting it through aoae a9ency. 

COKMISIIONBR BASLBY: You aay be right. I'm back 

on the tax --

CH~IR~ WILSON: You are probably going t o be ~n 

a rea1dentlal rate. 

OOKMI88IONER BAS~Y: I'a back on the tax end of 

thin9a again, excuse ae. 
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KS. KBSTBR: I think vhat happens on soae of 

those, I know aoaebody who has a time-share there and 

the billa on the tlae-share go to tne aanageaent, but I 

believe there la a aeter on each unit, and 1£ that is 

true I believe it vould be a residential. 

COMKISSIONBR BASLBY: I've got taxes in there. Go 

ahead. 

COKKISSIONBR OUNTBR: Let's aove lt up and dovn. 

CHAIRMAN WILSON: We can aove it up and dovn. I'm 

just trying to explore the logic of it whether it aake~ 

any aenae to keep it or not, and I vant enough 

1nforaat1on to aake the right decision here. 

COMHISSIONBR BBARD: Let ae suggest this, 1£ the 

seasonal rate vorke, you have a reduction in 

conauaptton. If it 4oean•t, then you have a , for lack 

of a better te~a, 1 don't aean to be prejudicial, you 

have aoaevhat of a ainor windfall in revenues. 

Nov, what I read ln the staff analysis is there 

vas not sufficient 6ata presented in this case to shov 

that seasonal rates in fact did or do vhat they purport 

to do, and ln the absence of that, I see no point in 

continuing aoaet),ing ve have no real idea. 

CHAIRK&lf WJLSON: Theoretically then, if ve remove 

the seasonal rate adjustaent, we'll eee that, we'll see 

a change if ln fact there vas any deterrent effect, or 
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if it actually affected use? 

MS. KUMKIR: Yes, you vould think so, that if y~u 

flatten out the rate, then if the suaaer deterrent, if 

there la a deterrent there, is gone then presumably 

their deaand vould go up in the auaaer. 

CHAIRMAN WILSON: There aeeaa to be tvo reasons 

here, one that there aay be aoae deterrent over usage, 

and it keeps the peak or the usage dur i ng that period 

of tlae froA being higher than lt aight othervi3e have 

been, and the other vould be the standard policy that 

Florida has of nailing the tourlata, vhl=h I have no 

objection to personally. I think it's a good idea . 

COMMISSIOHSR BAILBY: Mr. Chairaan, that's a 

tribute to the Florida econoay. 

CHAIRKAB WILSON: I'a sorry, it's attributed t o 

the transitory contribution to the Florida economy. 

COKKI8810MaR BASLaY: Right. 

CHAIRMAN WILSON : Okay. 

MR. JBNKIMS: 1 think the coapelling, driving 

thing for ellainating it ls that the Coapany doesn't 

think as aueh of thea theaselvea that they don't have 

thea in the interchange contract. That ia vhat vould 

drive ae. 

CHAIRMAN WILSON: Well, that vould be a coat basis 

for it. 
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MR. JBNKINS: Yes. 

CHAIRMAN WILSON: And the tvo reasons ve have 

talked about have absolutely nothing to do v1th policy. 

KR. JENKINS: I understand. 

CHAIRKA.N WILSON: They have to do vi th consuiier 

behavior. You vant to reduce load during that period 

of ttae or you vant to enhance the transitory 

population's contribution to the Florida economy, 

neither of vhich have anything to do vlth cost. That 

1a pure policy. 

MS. KIBTBR: Of course, it vould seem to me that 

if Southern baa a seasonal problea tha t they vould vant 

to send a aese~~e to ita operating coapanlea that they 

are a suaaer-~akin9 utility, and to encourage the 

operatln9 coapantea to reduce their demands in the 

suaaer. It's tbe aaae principle. 

COKHISSIONCR BASLBY: Mr. Chairman, I'm ready to 

vote. 

CHAIRMAN •~LSON: All rl9ht. The aot1on has been 

aoved and aec~~ded. All ln favor of staff 

recouendatior. sl9n1 fy by sayin9 aye . 

Opposed. 

MS. KUMMBR: The recoaaendatlon vaa to remove the 

seasonal? 

CHAIRMAN WILSON: Yea. 
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COHMISSIONBR GUNTER: Staff recoaaenOation 

CHAIRMAN WILSON: Opposed. I'a going to vote 

againat that. 

COKMISSIONBR OUMT&R : 127 ie aoot . 128. 

CHAIRMAN WILSON: ~28. 

COKMISSIONBR GUNTBR: Are the figures on 240, on 

Page 240, are they correct? 

MS. KUMKIR: Those again, Coaaissioner, are going 

to change depending on vhat the revenue requireaents 

are. 

COMMISSIOND GUNTIR: Are they correct though? 

Por instance, I look at the GSDT, are the on-peak anO 

off-peak figure• the eaae? 

MS. KUKKSR: Yea, that 1s staff's position. 

OOKHISSlONER GvriT8R: Okay. So there voulO be no, 

there really 1• no incentive for thea to get on thet~, 

le that right? 

HS. KUMKIR: The Oeaand charge. 

COHMISSIOMia GUMTKR: Well, the deaanO charge 

vould be the only difference, ie that right? 

HS. KUKHIR: Right. 

CHAIRMAN WILSON: Doee your proposal include a 

ratchet or not? 

KR. TROMBINO: No, lt doee not. 

CHAIRMAN WILSON: It doee not include a ratchet. 
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OOKMISSIOMII IASLIY: I'll aove staff to get 

aoaetb1ng out. 

COHKISSIONIR BBARD: Second. 

CKllRKAM WILSON: Joe. Do you, knov1ng your 

pred1lect1ona, I look at the on-peak off-peak ratee for 

the LPT and the PXT claaaea, and under the Coapany'e 

recoaaen4atlon there la a substantial difference 

between on peak and off peak. And under s taff's 1t'e 

level. 

KR. JBNKINS: Yeah, I vould favor a auch higher 

ratio betv&en on peak and off peak, but vhat is 

4ece1v1ng here le these nuabere are v 1th~ut fuel 

because we don't deal vith fuel in a rate case. So the 

actual ratloa are going to be auch smaller becauee ve 

spread fuel through all kllovatt hours around the 

clock. soae variation of fuel, but not much. 

COKMIISION&R GUNTKR: But fuel ia on a k1lovatt -

hour basta, ian•t that correct? 

MR. JSNKIMS: That la correct. 

COKHISSIOND OUNTBR: The fuel coaponent. 

HR. JllfKUIS: The fuel coaponent. 

COMMISSIONER OUNTBR: So there 1a no cHfferent1al 

1s the point that the Chalraan aakes betveen on peak 

and off peak, and there ia a substantial difference 

vlth the Coapany on on peak and off peak, and there 1s 
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no dlfferentlal wlth staff's recoaaendation. The only 

difference has to do with the deaand charge. 

CHAIRK&N WILSON: Well, there's a difference in 

residential and PXT. 

COKHISSIONIR GUNTKR: That's right, but in the 

hi9her utilization there isn't any differential in 

GSD, LP, PX. That ia the piece I didn't understand. 

MS. KUKKBR: There wlll be an on and off-peak 

fuel differential. That won't change. That would be 

handled in the fuel docket the vay they currently have 

an on and off peak in fuel. 

COHHISSIONWR GUNTER: In a coal burning utility, 

help ae a little bit. A coal burning utility, which 

this ia, what ia the difference between on-peak and 

off-peak fuel? 

MS. KUKH&R: I can't ansver that, sir, I'm not at 

all faailiar with hov they calculate the fuel. 

HR. JSNKINS: It's very siailar, like tvo cents, 

and 2.2 cents on --

COHMISSIONBR GUNTBR: The differential is so, is 

absolute, could be absolutely so aaall. 

MS. KUMMER: I auapect that's -- logically that is 

correct. 

COHKISSIONKR GUNTBR: And if you had a utility 

with a diversified aix I could understand that a little 
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better. We are talkin9 about the application of this 

proceeding. 

MS. HBBTBR: You knov, there is another variation 

that la~•t on here, and that would be take the nuabers 

in the second coluan and decrease the on-peak KW charge 

and increase the on-peak kilovatt-hour charg~ some. 

tt•a really aore 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 vont to recover lt in 

the on-peak period. 

COHHISSIOMBR GUNTBR: I understand. But help me 

just for a second. What is the normal, and I recognize 

there vlll be changes, but vhat is rate for GSD non­

tiae-of-day in your recoaaendation? It's another 

issue. You don't need to look at this one. I'm j us t 

saying what 1s the rate that would be recommended, had 

we followed staff's recoaaen4ation, what vas the 

kllovatt-hour rate for - -

MS. KUKMIR: For ener9y or 4eaand? 

COHHISSIOHBR GUN'I'BR: Deaand. 

MS. KUHKBR: 4.52, I believe, $4 and 51 or 52 

cents. 

MS. HBBTaR: 52. 

HS. KUHKBR: over on Issue 125. 
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COKKISSIONBR GUNTBR: What vas the energy 

coaponent? What I vent to do is just aake a coaparieon 

betveen the tvo. 

KR. JIMKINS: You van~ to see 1f the standard rate 

ia hopefully in betveen off peak and on peak. 

COMHISSIONIR GUNTER: Yeah. 

MR. JBNKINS: It better be or else ve d id 

eoaeth1ng a1ghty vrong. 

MS. KUKHBR: If you look back on Page 304 of the 

xecoaaendat1on, ve•ve 90t those chart full of nuabers 

that do essentially I think vhat you are asklnq. it's 

got the fixa and th~ tlae-of-use rates by class and you 

vould need to be looking at the center coluan, 12 CP 

coat of service. Staff TOU vould be the --

OOKKISSIONBR GUNTBR: See, I'a gett1nq avay from, 

aa a coapax1eon basis, sort of a sanity test. One of 

the things you do is you need to find out vhat the non­

tiae-of-day rate vould be and coapare it vith the time­

of-day rates that you have proposed on your rate 

design. 

MS. KEBTIR: I believe it's the third coluan. It 

aaya TOU, b•:t it •s not. Is that correct? 

MS. KUKKBR: The tiae-of- use rates are d~~iqned on 

the tiae-of-use staff aethodoloqy. But the non-time­

of-use rates are just non-~iae-of-use rates. The tiae-
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of-use .,thodology doesn't change that. 

COMHISSlOMKR BEARD: Bxplaln to me hov you get the 

extreae that yo~ have on and off peak for r esidential. 

MR. JIMKIHS: It's vlthout fuel. 

COMHISSIONBR BBARD: Huh? 

MR. JUJUHS: It's vithout fuel. You put an equal 

aaount of fuel on both of those and 1t 

MS. KUMMER: The problea vlth residential is 

realdentlal and OS have no deaand charge, so all of 

your on-peak demand charge go lnto you on-peak energy 

cruar9e. 

COMNISSIOKIR GUNTER: I un4e~=tan4 they have no 

deaand charge. Okay. But you've qot a 10, you've got 

a 20 to one ratio on and off peak. 

MS. KUMdR: That, ve set the off peak at the 

energy unit coat, vhich aeant because t here ls no 

deaand charge the on-peak enerqy charqe had to pick up 

everything elae, all the deaard, all the transmission, 

all the d1str1but1on, all of that had to go in the on­

peak enerqy because thexe is nothing else for it . No 

place else for lt tG go. 

OOKHISSlONKR BEARD: Well, I still have a problem 

v1th this utility and the fact that it's a coal - based 

utility, and you don't have the diversification of fuel 

that we talked about earlier. 

GOHIA AND ASSOCIATES 



2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

313 

KS. KUKKBR: This doesn't really hav~ anything to 

do vith fuel. This has to do vith production capacity 

and tranaalaaion line --

COKHISSIONBR BIARD: It has to do vith demand. 

KS. KUMKBR: Ri9ht. 

COKMISSIONBR B&ARD: And the fuel that is used to 

aeet tbat deaand is your peak increases, and the fuel 

doesn't cban9e. The heat factors vill change 

obviously. 

KS. KUKKIR: These nuabers don't include fuel. 

COMMISSIONER BIARD: I understand that. You are 

tellln9 ae as ve add units the heat factors and the 

coaponents related to that unit are eo auch greater 

that you drive a 20 to one ratio on to off peak? 

I understand hov you did it. Don't qet me vrong . 

I understand hov you arrived at the off-peak nuaber and 

then you took everyth1nq else and l oaded 1t 1n tc on 

peak. 

MS. KUMKIR: That ls just the vay they have 

allocated their eoat. 

COKHISSIONBR BEARD: Well, I'a questioning that. 

MS. KUKKBR: That vas in our cost methodoloqy . 

CHAIRKAW WILSON: They substantially allocated all 

of their coat to the peak period for residential? 

MS. KUKKIR: Right. 
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MR. JKNKINS: Which is correct. 

HS. K~: Bssent1ally all of the peak costa, 

vhlch include all the production and all the 

transa1ss1on and all of the distribution have 9one 1n 

to the on-peak ener9y charC)e. 

CHAIRMAN WILSON: Okay. 

HS. KUKMBR: A variation ~f that vould be to put 

the d1str1but1on 1n the off peak, and that vould reduce 

that differential. 

HB. KI&T&R: Because that vould be coaparable to 

vhat had been done ln the deaand rates where the 

41str1but1on coat 1a belnCJ recovered. 

MS. KUKKIR: ln the aax1aua charCJe. 

HS. KIBTIR: Well, in the aaxlaum the off peak 

vell, the aaxlaua deaand charge. 

COMHISSIONBR BIARD: What would that do to that 

ratio? 

HS. KUHKIR: We can run 1t and tell you. I can't 

do 1t off the top of ay head. It la -- we've CJOt a 

apreadaheet that I ean go back to the coat. 

CHAIRMAM WILSON; What 1a the purpose behind 

hav1n9 the on-pea.k and off- peak rate? 

MS. HKI~BR: Actually the larger you 9et that 

dJfferent1al the aore coat effective it becoaea for a 

person to be on t1ae-of-uae if their uaa9e is aore off 
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peak than the class averaqe. But you can, yo~ knov, 

aoae people v1ll say lt'a a deterrent, but 1£ you don't 

have a la~9e enou9h differential then people vlll say 

CHAI~~&N WILSON: Well, I've ba~ this conver sation 

v1th Joe on a nuaber of occasions, so 1 underst and that 

you can affect the behavior of cuatoaera if you aake 

that differential lar9e enou9h and they can ln fact 

aove tha1r usa9e froa peak to off peak, and there ar e 

cuatoaers vho can do that. 

HR. J&MKIMS: The technoloqy ia definitely there 

1n the GSLD Class, and if you leave t bia, you leave 

rates for a long enough period vlth hi gh differentials, 

on-peak off-peak differentials, ay guess i s that vlthin 

five, elqht or ten years you v1ll find that technology 

i n the as and as Cla••es as vell. 

CHAIRMAN WILSON: Which vould allov thea to move 

to 

MR. JBNKIMS: Which vould allov thea to aove, and 

I aa tblnkln9 aore of the atoraqe pro9raas. 

COKKISSIONIR BBARD: Storaqe prograaa at the 

rea14ent1al level? 

MR. JWRKIMS: In the larqe use level, I think you 

vould probably 9et there 1n five, e1qht or ten years. 

lt'a bein9 talked about by the utilities. 
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CHAIRKAM WILSON: The motivation for the t1•e-of­

uae rates as ve are looking at them h~re and as ~taff 

has proposed thee is what? Is it to reflect costs that 

exist peak, off peak? Or is it to reflect a desire to 

aove usage froa peak to off peak? 

HR. TROMBINO: I believe it's the vay ve perceive 

coats to be driven, and that is the methodology, the 

vay the methodology vaa set. 

CHAIRMAN WILSON: That is vhat drives it. 

HR. TROMBINO: That is vhat drives staff's 

aethodology. 

CHliRHAN WILSON: Whereas you have an added 

eleaent to your concern. 

KR. JENKINS: Yes. 

CHAIRMAN WILSON: Which is that as a matter of 

policy 1f ve vant to levelize load, ve vant to get 

people to juap off that peak and on to off peak, you've 

got to aake the differential large enough that 1t 

aotivatea thea to get on one and stay the hell avay 

from the other. 

MR . JBNKINS: Right. 

CHAIRK&N WILSON: And that v111 likevise drive 

ayateas vh1ch vill allow that to be done. 

MR. JKMXINS: That 1s correct. 

COMMISSIONER BEARD: Well, I don't have a problem 
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vith that up to a point, and if I understood vhat you 

all said, for exaaple, there is no distribution 

allocated to off peak? 

HS. KUHKIR: Off peak energy, yes. And for the 

residential classes, true, that's true. 

CHAIRMAN WILSON: That's not true for the other 

classes thou9h. 

HS. KUKHBR: Right. 

COHHISSIOHBR BEARD: I struggle vith that 

conceptually vhy that vould be. I aean if you vant to 

follov thla logically what ve vlll do is ve' l l give lt 

avay off peak. Okay. I aean you can carry lt to an 

extreae. And ay question is vhere does it become 

extreae? 

HR. JBNKINS: Well, I think it becomes extreme 

vhen you start aaking non-definitive cost allocations, 

and by that I aean 1£ there ls arguable choice, just 

like ve had in that fuel inventory issue a couple of 

tiaes back, if there is arguable choice, I vould 

allocate it to peak and then to peak period, vhen there 

1a arguable choice. If soaething ls clear l y off peok I 

vould allocate it off peak. But I find very fev things 

are clearly, I aean vlthout any controversy at all, ~ff 

peak. 

HS. KIBTBR: I can argue that a transformer cost 
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should be ,recovered on the custoaers uxlmum ~eman~, 

bat you've 90t to have that transformer there 

regardless, right? If he u~es all off peak, you've 

still 90t to have that trans foraer sitting there. 

COKHISSIONBR GUNTBR: That's right. 

CHAIRMAN WILSON: The aaae thing vith distribution 

systea. 

CO~SSIONBR GUNTER: That's right. 

COHMISSlONBR BB&RD: And that's where I, in th~ 

residential class 

MS. HBBTER: And those coats in the demand rates 

have been put into the aax1aua deaand charge so that 

everybody pays for costa. 

COMMI88IONKR BBARD: -- and you can say vhat you 

vant about storage, but penetration of the resident i al 

aarket in the next five years ve will just bet on it 

nov. Bntry in to the aarket, sure, but the average 

eustoaer . 

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

v111 take awhile. 

COKMISSIONBR BBARD: Sure. 

MR. JBNKINS: And you have got to have soae rate 

atab111ty vhich ve have not had. 

CHAIRMAN WILSON: These are not aandatory. 

MR. JENKINS: These are not aandatory. 
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MS. KIRTBR: Let's face lt, if everybody shifted 

off peak that coat vould still be there for those 

residential euetoaera. 

COMMISSIONIR BIARD: You've CJOt it, and a 20 

to one ratio 1a pretty dad-gua extreae. 

MR. JINKINS: This ratio I think ia much lese, 

1t'a probably about four or five to one vhen you add 

fuel. Por exaaple, take, add 2.0 to the top nuaber on 

RS and aaybe 2.2 to the top nuaber or to the on-peak 

nuaber. And you v1ll f1n4 the ratio is a lot lees . 

MS. KBBTBR: But I thlnk, you've aade a polnt, 

coaa1aa1oner Be•r4, there is aoae cost there th~t has 

to be there reCJardleaa of vhether the cuatoaer usee 

on peak or off peak. 

one. 

COMHIISIONIR BIARD: 2.0 is on ~r off peak? 

MR. JSMXINS: Off peak. 

OOKHISSIOHBR BIARD: You've CJOt .205 versus 3.06? 

MR. JIMKINS: Yes. That 1a about slx or seven to 

COKMI88IONIR BIARD: Well, you distribute your 

coats baaed on your asauaptiona, and your aesuaptions 

are aa good as you say they are. 

MR. JBNKINS: coat is as coste are defined. 
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COKMISSIONBR BBARD: And ay point is that you 

can't deliver the energy off peak without some of those 

costa that have been distributed on peak . I don't knov 

what the ratio is, but 1 knov it ain't zero. 

MR. J&NKINS: That ls a great argument, but if 

that arguaent carries vlth it the need to build more 

power plants, then I vould retreat f l o& the argument. 

It depends on what you vant to do. 

MS. KUKKBR: To be consistent vith vhat ve have 

done 1n the other rates seeing as RS and GS don't have 

a deaand charge to put aax, the distribution in aax, it 

would be reasonable to put the distr ibution in the off 

peak. I thlnk that's the reason --

COKH188IOHBR a•&RD: I'a not saying hov much you 

put in there. But zero is just, you knov, i t' s ~~ong . 

MS. KUKMBR: Using the distribution costa vould be 

roughly coaparable to vhat you do ln the dema nd 

charges. It's just that RS and GS have no demand 

charge. 

COMMISSIONER Ba&RD: I vould llke to see vhat the 

figures are v1th dlstrlbutlon ln. 

KS. KUMMER: Okay. 

CHAIRMAN WILSON: Where are ve? 

COHMI88IOHER BA8L.Y: I don't knov. 

MS. KUMKBR: Then ve v111 defer th1a one pe nding 
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Opposed. 

COHMI SSI ONBR BB&RD: No. 

CHAIRMAN WILSON: All right. So ve can -­

COMHISSIOHBR OUHTBR: We vill have -in opportunity 

to see those figures though. 

COMMISSIOMIR •ASLBY: And if ve need to recons ider 

1t 

CHAIRH&J WILSON: I'll aove to do that. 

COHMISSIORBR BASLBY: I'll aake the aotlon to 

reconsider Jt. 

MS. KUHKIR: Again depending on vhat t 1ae ve get 

done today, ve aay be able to bring lt back dovn today. 

CHAIRMAN WILSON: I can tell you right nov vhat 

tiae ve are golnq t~ get done today. There ls r.o 

problea. 

All right, Issue 130. 

COKHISSJONBR GUNTBR: Five a1nutes to 12. 

COHHIIIIONBR BASLBY: 1 aasuae on Issue 130 the 

anaver to the question ls no, aa I correct? 

MR. 7ROMBINO: That is correct. 

COMMISSIOHBR BASLBY: Okay . I just vanted to be 

sure I vaa reading it properly. 1 vould aove staff. I 

aove ataff on 130. 

COKKISSIOKIR GUNTIR: I'll second lt. 
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CHAIRMAN WILSON: All right, without objection. 

131. 

OONHISSlOKSR &&SLIY: Mr. Cbaixaan, I kln~ of llke 

the position that aaya yea an~ no. I voul~ aove staff. 

COMMIISlON&R GUN~: I ~on•t have any problea. 

CHAIRMAN WILSON: Ia staff's, ls staff's posltlon 

in tbla -- vbat 1a or~er 17159? 

MR. TROMBINO: That la the atan~by or~er . 

CH&IRK&N WILSON: l a ataff'a position here 

conaiatent vlth the atan~by or~er. 

MR. !ROKBINO: Yea, it ls. 

CHAIRKAB WILSON: Ia G~lf'a position consistent 

vltb the standby order? 

MR. TROKIIKO& A piece of it ls. A piece on the 

vay they calculate energy charges. 

COKHISSIOH&R BIARD: Staff's an~ Gulf's positions 

are not 1~ent1cal so one of thea can't be consistent or 

neither of thea can be consistent. That's a 

possibility. 

MR. TROMBINO: Ualng a ~1fferent part of the 

or~er. 

COKMISSIO.&R &ASLIY: That's vhy I like the yes 

and no. It depen~a on hov you rea~ it. 

COMMISSIONSR B&ARD: Well, vhat I understand it to 

say 1a staff and Gulf both agree on the metering 
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ovner•hip, la that correct? 

HR. 'l'ROMBIMO: Yea and no. 

CHAIRMIII WILSOM: I believe you ' re right. I. aa 

with you. 

OOMHISSIONBR BIARD: It's auch easier . 

COKMISSIONIR BASLBY: 1 told you guys, yea a nd no . 

COKK1SSIONBR BSARO: I do not rea~ ln Gu l f ' s 

poaltlon suppor t for tranaforaer ownership. 

MR. TROMBINO: That la correct , coaa1ssloner 

Beard. 

OOHMISSIONBR BIARD: 1 do read suppor t for 

aeterlng voltage discounts. 

KR. TROMBINO: They propose to discount only the 

KIM charge, and we believe it should be both KW and KWH 

for the aeterln9 dl•counta . 

COHMI88IOMBR BaARn: And th star.~by order says , 

drua roll, what does lt say? 

KR. 1RO~IMO: As far as trans 

CHAIRKlM WILSON: Yes an4 no . 

MR. TROKBIHO: The transforaer costa, I believe ve 

use the otherwise applicable rate schedule 1n designing 

the cUstzlbution unlt, the local fac1Ut1ea charge 1n 

t hat order, and that s ince tranaforaatlon costa are 

d1atr1but1on an4 t ,be charge would be developed 1n the 
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CHAIRK&H WILSON: Where are ve? 

COHMISSIOKIR .&SL.Y: We have a aotlon. 

COKMISSION•R GUNTIR: It's been aovec.L 

CH&IRHAB WILSON: There's a aot1on? 

OOHMISSIONBR GUNTER: Oh, yes . 
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CH&IRHAN WILSON : Without ODjection, staff 

reco-endatlon. 

132. 

COHMISSIONKR OUNTBR: A st i pulation. I'll a ove 

staff. 

COHMISSIOHIR OUNT&R: 132 i s stipulated. 

CHAIRMAN WILSON : It's stipulated . Le t 's s ee . 

MS . HKBTBR: There's a QUestion on 133. You 

probably --

CHAIRMAN n iLSON: Hold on, ve are s t i l l on 132. 

There ls a QUestion about that. 

MS. ~: sorry. 

COHMI88ION8R OUWTBR : Hove acce~tance. 

CHAIRMAN WILSON: All right, vlthout objection. 

133. 

MS. KBBTBR: You should delete ay last paragraph 

on that . An4 I think it's unclear vha t the, at this 

point tben vhat the stipulat ion ls saying because I did 

not bave the r ebuttal testlaony be fore the prehearlng 
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conference, and I vas saying no, the language as 

propo•ed by Gulf 1e inappropriate, and that's vhat I 

thought we were stipulating to. 

COKMISSIOHB« OUM~R: &nd are you saying you are 

backing out on the sti pulation? 

MS. KIBTBR: I ' • not backing out on 1t, but I 

think Gulf vould like to use thelr language t hey put 1n 

the rebuttal. &a far as I vas concerned, the 

stipulation addressed vhat they had put ln their 

original proposal. 

CHAIRKAH WILSOH: What i s your opinion about the 

language 

MS. MKBTBR: So the current tarif f voul d stand as 

1a. 

CHAIRMAN WlLSON: What la your opinion a bout the 

language that is in the rebuttal testi•ony? 

MS. K&BTaR: The difference betveen vha t 1s 1n the 

rebuttal and vhat is in the current tariff 1s 1t vould 

allow custo•ers who take supple•entary service on PXT 

to get the PIT unit coat. Nov, •Y opinion 1s that that 

ls not in conforaance as auch vith t he order. The 

order sa)"IJ it vill be the local facilities of t he 

otherwise applicable rate ac~edule. We have 

interpreted that to a ean that your standby stands 

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

COMMI8810Dit DUD: Hove atkff. 

MS. KKITBR: But they vould say lf you take 

auppleaental on PXT then you ahould, t his should 

apply to, tbe PXT local faclllt l ea char9e should apply 

to you. 

CHAIRMAN WILSON: couiaaloner Beard has moved 

staff recoaaendation. 

COHMISSIONIR BASLBY: Second. 

COHKIISIONBR GUNTD: I'd second. 

CHAIRMAN WILSON: Second. Without objection then. 

134. 

COMMI88IOHBR BASLBY: Hove lt. 

COKHI 881 OlfiR OUIIUR: Move 1 t . 

~HAIRMAM WILe~N: 135. 

COKMI8810J8R B&SLBY: I vould aove staff. I vas 

having trouble flCJurin; out vhere the diaa9reeaent vas 

in thla one. I don't --

COtOCI88IOMD 9aUD: Hove staff, or second. 

COMHISSlONBR GUifTBR: Yeah. 

CHAIRMAN WILSOJ: All right, vlthout objection, 

staff recoaaendatlon la approved on Issue 135. 

135A. 

OOHMl8SlONIR GUNTaR: Aa I understand it, I have 

no proble• vlth staff's recoaaendatlon . 
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COMKISS I OIID DSLBY: Second. 

OOKKISSIOMWR s•&aD: I think you hit the clue, as 

I understand it • 

CKAIRK&M WILSON: Is there a difference betveen 

your position and the 

MS. KI&Tia: Yea. I vould say there 1s really 

three basic poaltlona here. one ls vhat I have 

recoaaended, vhlch vould aake thls coaparable t o the 

language on Pover Corp's . If you look dovn 1n the 

staff analyala --

COKM188IOMSR GUMTBR: Yeab. 

MS. MKB!&R: It says dally standby service KW 

bquala . Nov, vhat I vould do is I vould replace vhat 

Gulf has on that flrat, ln that first segaent. I vould 

replace tbat vltt the language that ls 1n the 

recoaaendatlon, vhlch ia it's the aaount of load 

ordinarily aupplled by the custoaers generation. 

Presently Gulf's tariff says it's the aaxlaua load 

any tiae between the last tlae and this tiae. I knov 

lt vlll be a little harder to do this, but it v1ll 

represent aore accurately I believe the standby the 

cuatoaer ia takin9. 

Nov, the industrial intervenors vant to slaply do 

the calculation baaed on the difference betveen the 

aaxiaua deaand occurring in the on-peak hours during 
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an outage an~ the corresponding maxiaua ~eaand during a 

non-outage period. 

It 1s ay belief and I believe Mr. Wright agreed or 

actually H%. Haskins said it, th•t vould result in 

pover that is really standby pover being billea, being 

cons14ered as part of the supplemental load. 

So if you do vhat I have propo~ed then you would 

uke it coaperable to the vay FPC'e tariff i s set up. 

CH~IRMAN WILSON: Is there a motion or vas there a 

motion already~ 

COKH1881.0NER GUNTER: There vas a motion. 

COMMISSIONER BB&RD: Let ae, the industrial 

intervenor uses the aaxlaua on-peak load dur1nq the 

outage against the maximua on-peak load during the 

non-outage. 

MS. MEBTBR: Right. 

COMMISSIONER BBARD: That vould be a pretty sveet 

deal. 

MS. KBZTER: Bxcuse ae? 

COMMISSIONER BBARD: That vould be a pretty sveet 

deal. 

MS. MIBTER: Yeah. 

COMMISSIONER BEARD: Move staf t . 

CHAIRMAN WILSON: Without objection, staff 

recoa.endat1on on Issue 13SA. 
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Issue 136. 

MS. MEBTER: Here ve really hsve a logistics 

problem. Staff --

CHAIRMAN WILSON: Is that in addition to all the 

other kind of probleaa ve have or 1e this --

MS. MBBTER: Yes. See, we have to s~t the revenue 

requlreaen~ for this class now unless everybody 1s 

willing to let it chan9e a fev weeks hence, and I am 

not sure that everybody would want to do that. But 

both the Company and staff feels the ideal thing would 

be to follow wha t we did before according to Order 

17159 and set the rates at the system unit coste. 

We don't have the compliance study with those 

system unit coat~. We won't have 1t for sever&l weeks . 

So if ve vant to set the revenue require~ent now, then , 

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

how the unit costs turn out. And we can't really do 

that until ve have the compliance cost of service 

study. 

so I have put langu~ge in there about how we could 

do that, that we would basically follow 17159, but the 

overall revenue requirement would be set nov just : ike 

vith any other class, looking a~ their relationehi~ to 

parity. 

COHHISSION!R GUNTBR: I don't have a problem with 
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1 t . I aove 1 t . 

MS. KIBTBR: An~ of course, there 1s 1n this a 

question of vhat the force~ outage rate 1 ~ use~, and 

the order says 10 9ercent. There is an issue, I 

bftlieve it's Issue 1S3, in vhich the industrial 

intervenors are advocatlnq the use of a lover number. 

CHAIRMAN WILSON: Staff recoamendation? 

COMMISSIONER GUNTER: Yeah. 

CHAIRMAN WILSON: Staff recommendation on 136. 

137. 

MR. PALECKI: Coaaissioners, for the record there 

is a typo9raphical error on Gulf's position in 137. It 

should say •oulf has nov complied• rather than "Gulf 

has not coaplled.• 

MS. KBBTER: And there ie a second typographical 

CHAIRMAN WILSON: It only changes the sense of the 

sentence slightly. 

MS. KBETER: The last vor~ of the recommenaat1on 

should say •case" instead of "class.• 

COKMISSIONBR BBARD: Is that typographical terr or? 

COKMISSIONBR GUNTER: Hove it. 

CO~MISSIONER EASLBY: Second. 

CHAIRMAN WILSON: All right. This 1s the -­

COMMISSIONER GUNTER: This is theSE rider. 
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CHAIRMAN WILSON: -- whether 1t should be a 

separate rate class? 

HS. HEETER: Uh-huh. 

COMMISSIONER GUNTBR: Yeah. 

HS. HEETER: Based on the data ve have and on the 

results of the cost of service etu1y, ! think making 

it a separate class with LPT and PXT together vlll not 

solve the problem we've got, and I think ve ~111 j u3t 

have to wa it until the next case to reso lve. 

CHAIRMAN WILSON: This recommendation 1e that they 

not be separate. 

MS. KEETER: That's right. 

CHAIRMAN WILSON: All right. Without ob jection, 

staff recommendation. 

138. 

COMMISSIONER EASLEY: Is 138 moot? 

COKHISSIONBR GUNTER: Is 138 moot? 

HS. HESTER: Yeah, I tnink l t's really moot 

because I'a basically s a ying --

COMHISSIONBR GUNTER: That's if you had the SE 

rider what you would do. 

MS. KEETER: Right. 

CHAIRMAN WILSON: All right. 

COMMISS!ONER GUNTER: Since we don't have that. 

CHAIRMAN WILSON: 138 is moot. 

GOHIA AND ASSOCIATES 



• 2 

3 

4 

5 

6 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

24 

25 

333 

139. 

MS. KEBTER: I think aaybe there is one piece here 

that ve do need t o vote on. 

COMMISSIONER GUNTER: What is that? 

MS. MBRTB~: And that is that second sentence, if 

the approved tiae-of-use ~ate design recovers only 

distribution ayetea cost in ttte maxi~num demand char ge 

the Sl customers should be billed on their maxi mum 

deaand whenever it occu~s. Otherwise they aren't going 

to pay fo~ that. 

MS. KUMMER: I think for that point, Commissi oner 

Beard, they vould not be paying distribution. 

MS. KBBTER: 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 tlme -of- use 

periods, but you really do need to have them paying f or 

that distribution cost, five out of the six have 

dedicated substations. 

COMMISSIONBR GUNTER: I'd aove 1t. 

CHAIRMAN WILSON: All right. Wi t hout object i on 

then. 

139 . 

CO~ISSIONER BEARD: Whoa. Time out. I f you've 

got a dedicated substation, dedicated fac ilities t o 

their use? 
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COMMISSIONER BEARD: You have dedicated 

tranea1as1on fac111t1es as well. 
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HS. KEETER: Well, that's a good Questi on. 

COMMISSIONER BBARD: That isn't a Question. That 

is a fact. You've got to get from the transmission 

substation to a d1str1but1on substation soae way. And 

if that substation belongs solely to them, the 

facilities to get the pover there belong to ther . 

MS. KEETER: I think that is true in most cae~e. 

The Coapany might argue vith you on that. 

COMMISSIONER BEARD: Then it's not a dedicated 

substation. 

MS. KEBTBR: It is a dedicated substation, but I 

think that --

COMMISSIONER ~EARD: They don't microwave 

electricity. 

COMMISSIONER GUNTER: Not yet. 

MS. HBETBR: Anyway there ls a problem clearly, at 

least v1th respect to the substation, that if you don't 

bill on the aaxiaum deaand, they are just, they ar e not 

paying their proper share of that cost. 

We can address your other concern in the next 

case, that is actually the position that Public Counsel 

took. And I --
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COHMISSIONBR BEARD: That ls physical reality, 

okay. That ain't har~ to figure. Unless they are 

taking it at prlaary -- well, it's still a dedicated 

substation. 

MS. MBBTER: They are taking 1t at primary. But 

it's that the substation is 

COMMISSIONER BBARD: I understand. But I vas 

speaking about a, I call it a primary transmission 

substation. In other words high voltage tranam1e~1on 

substation versus a distribution substation, just takes 

the tran•atssion voltage to the distribution voltage . 

HS. HBBTKR: I think ln aoet cases these are just 

~~ey a~e distribution substations 

COHMISSIONBR BBARD: Okay. But the linea requ1red 

for the pover there 

MS. MBEfBR: I understand; I understand . Yea. 

And lt's aoaettlng that ve should clearly address in 

the next case. 

COKHISSIONBR GUNTBR: All right. We are on Iss,Je 

139. Questions, Coam13sloners? 

COHMISSIONBR EASLEY: Move staff. 

COMMISSIONER BEARD: (Jet lt ride. 

COMMISSIONER GUNTBR: All right. Staff 

recoaaendation on ~39 is approved. 

140. Any objections to staff? Commissioner? 
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141. 

KS. KUKKBR: There la a minor typographical error 

ln the recom2endatlon on 141. The last line vh1ch says 

546.5, that should be 547.5. The discussion 1s 

correct. 

COHMISSIONB~ BASLBY: Move staff. 

COMMISSIONER GUNTBR: Any objection to sta!f 

recom.endation? All riqht. 

142. 

MS. KUMMER: It's essentially the same thing as 

141. It's just the PXT class. 

COMMISSIONER GUNTER: All right. Objection? 

143. 

COHMISSIO!fltR EASLEY: Stipulated item. I'~ ~ove 

it. 

COHKISSIONBR GUNTER : Stipulated. Accept the 

stipulation. 

144. Hov about helping me vith this one just ~ 

tad? 

MS. KBETBR: Okay. 

COMMISSIONER GUNTER: Here they are talking about 

the differential between the contract and the actual 

deaand, 1a that --

MS. MBBTER: Well, there are tvo problems here, 

I believe, Coamlesloner Gunter, one 1a they want to use 
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the contract demand, and there's a great var1ab111ty 

between the relationship between the ~ontract demand 

and the actual deaand of the cuetomer. so lilY feeling 

is that whenever you put a rate that 1e based on that, 

there is a lvt of potential for man1Dulation. If you 

were going to do th1e, you clearly ehould hav~ a cloee 

relationship between the demand, the actual demand they 

put on the systea and the contract demand. 

HS. KUKKBR: Issue 139 addreeeee the difference 

between the contract and the actual. 

COHMISSIONBR GUNTER: Yee. 

HS. KBETBR: As I aay, I believe that that cemand 

varies from zero percent to 300 percen t . Furthermore, 

they only have contracte with 57 percent of the 

custoaera. 

The second part ~f it is that this charge is not 

projected to generate any revenue in the test year. 

And ae far as 1 aa concerned that doeen't make much 

sense. 

COMMISSIONER GUNTBR: All right. Any objection? 

COHMTSSIONBR EASLEY: No. 

COMMISSIONER GUNTER: Staff recommendation on 

Issue 144. 

Issue 145. 

HS. KUMMER: Nov that we have gotten in into thle, 
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I would like to introduce a nev eta££ member. This is 

David Wheeler and he'll be handllng the lighting 

issues. 

COMMISSIONER GUNTER: Nlce to see you. 

KR. JltNKlt!S: Before you go too far, I've got to 

aake you avare on thla lighting issue a very small nit 

exists. It's very saall. I don't even knov it's a 

proolea. But if you charge a customer to take out 

their aercury vapor lighting, they are liable to -- I'm 

sorry I'm on 146. 

COMMISSIONER GUNTER: I aove 145, Kr. Chairman. 

COMMISSIONER EASLEY: Second. 

~. JBNKINS: Go ahead. 

HS. KUKKBR: Aga~n, Comaissloners, these numbers 

may change slightly depending on vhat the final - ­

COHHISSIONBR EASLBY: What ls all of this about 

the ~ercury vapor lights, Joe, on 146? 

HR. JBNKINS: What it is, 1£ you have a charge 

for the elimlnatin; the mercury vapor light, customers, 

and I don't knov vhat to do about it, customers vould 

say, "Okay, don ' t reaove my light, I'll just cancel my I 
lighting subscription, I just don't vant a light. It's 

your light coae get it, take it avay." You don't 

charqe them for that. Then tney say, then next veek 

they call up and say, "Okay, nov give me a high 

GOKIA AND ASSOCIATES 



2 

3 

~ 

5 

6 

I • 

8 

9 

10 

ll 

12 

13 

1.: 

15 

16 

17 

18 

19 

20 

21 

n 

23 

24 

25 

339 

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 qu1~e what to do about it. 

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

HR. WHBBLBR: Well , I think, I think vhat he is 

addressing is th~ fact that 1n our recomm~nd~tion ve 

are saying that if the cuatoaer requests that they 

should come and change out from mercury vapor to high 

pressure sodiua, the vay the tariff reads nov, 

essentially the custoaers can do that at no charge to 

theaselves. 

And the recommendation, 1n our recommendation ve 

are saying that since there is an undeprec1ated amount 

in that mercury vapor fixture, if it's asked to be 

changed out before 1t'~ 1ailure that they be required 

to pay the coat of reaoval and the undepreciated va lue 

of the fixture less any salvage value. 

Nov, what he la saying is that in order to get 

around that custoaers aay say, vell, I'll just cancel 

my light, a nd then say, hey, I want a high pressure 

sodium a few days later or whatever. 

That ie the problea that he is pointing out. 

COMMISSIONER GUNTBR: Well, there is anothe r piece 

to this, is back in our earlier conservat i on days ther~ 
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vere big, big prograaa, street lighting, all the 

parking lot lighting and vhat have you, there vas 

actual coat recovery that vas allowed programs for 

change out of aercury vapor to the high pressure so~lum 

lights, an4 it vac recovered at no cost to, as I 

recall. 

MS. MBETBR: This is true of all the utilities but 

Gulf. Gulf could not shov that it vas cost effect1v~ . 

They caae in vith a coat effectiveness. 

COHMISSIONBR GUNTER: Because of the number of 

liqhta or tbelr rates? 

MR. JENKINS: Lov aarginal fuel costs. 

MS. MBETBR: I'• not sure whether that vas it. 

The staff meaber vho vorked on that, I think that he 

took a very, very careful look at it, dnd it really 

just flat out vaan•t cost effective to the general body 

of ratepayers. 

COMMISSIONER GUNTER: Because from a conservation 

standpoint that aakes a vhole lot of sense ln the 

reduction of kilowatt hours, and anything that would 

prohibit people from making that ch4nge, you know, 

intuitively you said that is something that you want 

everybody to do dnyvay, and hov do you get thea to do 

that other than Joe's vhere they cancel and re-up? 

COMMISSIONER BEARD: Hr. Chairman, I would move to 
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deny that part of staff that vould have that charge. I 

understand that technically that is probably correct, 

but vhen you have conservation issues associated v1th 

that, and the qainaaanehlp that can occur, and I think 

ve are buaplng our heads to do that in this instance, 

and especially vith the aercury vapor. 

COMMISSIONER GUNTER: I would second that. 

COMMISSIONER BEARD: I fully understanc the logic 

of the reality. 

COHHISSIONBR CJUNTER: I do, too. I accept the 

loqic. 

COMMISSIONER BEARD: Yeah. Just putting 1t on the 

qround it's a different animal. 

MS. KUMMER: So you are ln essenc~ endorsing the 

Company's position, which ls simply to remove the 

current lanquaqe and not replace lt vlth anything. 

COMMISSIONER BEARD: Yeah. 

CHAIRMAN WILSON: Any objection to that? 

COMMISSIONER EASLEY: No. 

CHAIRMAN WILSON: Without objection then , as 

amende\ol. 

COMMISSIONER EASLEY: 147 1s stipulated. I would 

aove it. 

COMMISSIONER OUNTBR: I would move 1t. I would 

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

COMMISSIONER GUNTER: I vould move 148, Hr. 

Cha1raan. 

CHAIRMAN WILSON: 148 1s --

COHHISSIONBR GUNTER: Th1a ha~ to Oo v1th the 

subject that Joe spoke of previously of the high de~3nd 

an~ relatively lov --

MS. KUMMER: This is one of the places that type 

of thing fits in in the opt dovn. 

MS. KIETBR: In the next rate case ve'll addre~s 

the opting down; ve'll make it an issue. 

COMMISSIONER GUNTBR: A specific issue. 

MS. HEETBR: Right. 

COKHISSIONBR BASLBY: Second. 

CHAIRMAN WlLSON: All right. Without objection 

then, staff recoaaendation is approved on Item No. 148. 

149. 

MS. KUKHBR: Coaa1ss1oneis, again there's a 

typoC)r:aphlcal error. 1 do apologize. Ir. the 

recommendation it should say service charges propos~d. 

COMMISSIONER EASLBY: I would move staff. 

COMMISSIONER GUNTBR: Yeah. 

MS. HBBT~R: That one vas written on Honday 

aorn1ng, and ve realize~ --

COHMISSIONBR EASLEY: This has been a whole veek 
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of Mondays. I don't vant to hear about it. 

it. 

COMMISSIONER GUNTER: The fifth Honday thi s veek. 

CHAIRMAN WILSON: Iasue 150. 

COKKISSIONBR EASLEY: Stipulated. I v ould move 

CHAIRMAN WILSON: Without objection. 

151. 

MS . KUMMER: 151 actually tlee back i n tn 1 28 and 

tlae-of-use rates. We are elaply saying they sho uld 

follov vhateve~ tia~ -of-use design ve u s e for everybody ' 

elee. 

COKHISSIONKR EASLEY: Hove it. 

COKMISSIONBR GUNTER: Yeah. 

CHAIRMAN WILSON: Without objection, subject to 

revisit it. 

MS. KUMMER: Whatever you decide on 126. 

CHAIRMAN WILSON: 152. 

COMMISSIONER GUNTER: I vould move staff. 

COMMISSIONER BASLEY: Yeah, second. 

CHAIRMAN WILSON: Okay. So this all ovs the se lf -

generating customer to coordinate their outage and 1£ 

their outage and the conseQuent increase demand occurs 

off peak 

MS. MSBTER: Or just not in the peak h our tha t 

d e tera1nes, that ls the system. 
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deterainee. 

MS. HBBTBR The IIC payments, then t~ey would 

not, they vould not pay. 

CHAIRMAN WILSON: They could be forgiven that. 

MS. HKB!BR: Right. But the local fac111t1es 

c harge would still apply. 

CHAIRMAN WILSON: All right. Without obje~t1 on 

then, staff r e coaaendation on 152 . 

153. 

COHKIISIONBR BIARD: Let ae ask you a question. 

Why would you incur a local facilities charge? 

MS. HBBTBR: Well, because it's what you vere 

arguing before, and I agr eed with you, those fac111t1es 

a r e sitting out there, just because they don't use i t 

l n the systea peak hour they've s till got to have that 

dedicated substation si t ting there. 

COMtfiSSIONBR BBARD: I'!ID not quibbling vith --

1'• trying to un4eratand the ratchet. 

MS. HESTER: You mean on the other p iece, excusing 

thea froa --

COMMISSIONER BEARD: Wait a ainute, aaybe I 'm 

a1srea41ng. Local facilities charge. 

MS. HIBTBR: Would still be sub1ect to the ratchet 

provision which aeana they would still be paying for 
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that local facilities. 

COMMISSIONER BEARD: And I'm not quibbling about 

paying for the local facility, but paying w1th a 

ratchet attached to it. l am trying to think through 

this. 

MS . KISTER: This ls not the issue here. Well, 

the issue here ia whether they can get forgive ness of 

this ratchet if they coordinate for maintenance for 

both the reservation charge and for l ocal faciliti es. 

And ve are saying, yea, lf it's fully coordinated and 

it doesn't get, if they aren ' t on ln that hour, then 

it's appropriate. 

COMMISSIONER BEARD: What is the length of time 

for a ratchet charge on a local facility? Excuse me, 

qo ahead. 

MS. MBBT&R: 24 months. See the thing is they 

have got to have those facilities sitti ng out there to 

serve the customer. Now, vith respect to production 

plant, if they aren't on in the critical hours, the~ 

COMMISSIONER BBARD: I understand that, and I 

think ve are talking by each othec. Okay. There 

should be a local fac111t1es charge. I am not 

quibbling on that. I am trying to understand applying 

a 24-aontb ratchet to the local facilities charge 

associated with that outage. 
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HS. KEETER: Well, th~ language in the or~er said 

they thought that vas appropriate to assure that the 

custoaers set a reasonable standby demand. In other 

words the level of deaand that he expected to have 

served. And of course, the level that he expected to 

have served vill have an iapact on how large those 

facilities have to be. 

COMMISSIONER BEARD: Why 2• months? 

HS. MBETBR: Because ve felt that was a reasonable 

length of tiae; that that should reflect reasonably 

vhat he is going to use over tlac. 

HR. JBMKINS: Commissioner Beard, what has 

happened here is ve have eliminated ratchets in all 

other classes, and it's proven to have just a minimal 

rate iapact effect. The problem here ls for the self­

generating customers is that they are very sporadic . 

We don't really have good data. so the p~rpose of the 

ratchet is to ensure that the local fac111t1es are 

c ollected. 

MS . MEBTBR: Yea , that is correct. If you did r, •t 

have it, then ln thos~ months in whi ch they didn't use 

any power you wouldn't be recovering the cost of that 

dedicated substation . 

HR. JENKINS: And thla ls the issue that FERC I 

think is contesting this ~1th, because we have them for 
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these customers and not for regular rate classes. 

MS. KEETER: Well , the vhole rate structure 1e 

different than for our regular rate classes. 

CvHMISSIONER BEARD: I'm not going to get hung up 

on it. 24 months seems like a long time. I know when 

they had wholesale ratchets they were 13 months, and 

you were talking big time then. 

MS. KEETER: But we are talking about a very 

different type of load here. We are tdlk1 r. g about a 

very sporadic type ot load here. What the customer 

could do is set it for zero. In fact one custome r dld, 

and then he goee along vith zero until he needs it, and 

then he starts paying for his local tac111tles. 

COMMISSIONER BEARD: Move 1t. 

HR. JENKINS: We are charging h1m for being too 

reliable. 

COMMISSIONER BEARC: Brilliant idea. 

CHAIRMAN WILSON: All right. 153. 

COMMISSIONER GUNTER: I would move it. 

COMMISSIONER EASLEY: Second . 

CHAIRMAN WILSON: Without objection . 

154. 

COKHI~SIONER GUNTER: I would move that. 

CHAIRMAN WILSON: Yeah. 

COMMISSIONER GUNTER: We established rates and we 
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give them an opportunity, and then ve do it agaln. 

CHAIRMAN WILSON: 155. 

COMMISSIONER GUNTER: Hove staff. 

CHAIRMAN WILSON: Without objection . 

156. 

COMMISSIONER EASLEY: Hove staff . 

CHAIRMAN WI LSON: Without objection. 

158. 

COKHISSIOHER lASLEY: I vould mo~e ~ta££. 

CHAIRMAN WILSON: Any questions on this ? 

COMMISSIONER GUNTER: No. 

CHAIRMAN WILSON: Staff recommendati o n without 

objection. 

HR. JENKINS : We have the people, the accounting 

people here on the issue r~l~t1nq to Plant Scherer and 

the transforaer or transmission rentals. we need that 

before ve can come up vlth a revenue nuDber. 

CHAIRMAN WILSON: All right. We are about five 

minutes avay from breakinq fo r lunch eo you may want to 

hand that out eo ve can look at it over lunch and th~n 

ve'll take it up first thing after lunch. 

MR. JENKINS: There is the handouter. 

CHAIRMAN WILSON: We are go1nq to adjourn and come 

back at 1:45. 

(Noon Recess) 
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HR. ROHlG: With regard to Issue 80, prior to th~ 

lunch break ve provided you all vlth a schedule of 

Plant Daniel and Plant Scherer transmie~lon expenses, 

and the o•H adjustaents that were aade by the Company 

to reaove o•~ expenses and transa1sslon expenses ln 

their NOI schedule, vhich reflects the $424, 000 

adjustMent that should be aade to Plant Scherer 

transa1ss1on. 

We are back to Exhibit 112 vh1ch shove the 

breakdovn betveen Plant Daniel and Plant Scherer 

transa1sa1on rental, and the breakdown in expenses vas 

verified by amounts contained in the Audit Data Requ~et 

No. 33 ln the staff audit report, staff audit 

workpapers. 

COMMISSIONER BEARD: Were there other -- excuse 

me, go ahead. 

COMMISSIONER GUNTER: Let ae just ask this 

question. In the, on Exhibit 112, Page 1, tnat was the 

total Scherer transalseion cost, is that correct? 

Those tranaalesion coats of Plant Scherer f or the 

entire 25 percent of it, is that right? 

MR. BALLINGER; That is transa1ssion rents , yes. 

COHHISSIONER GUNTBR: Transmission rental, excuse 

GOHIA AND ASSOCIATES 



2 

3 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

10 

21 

22 

23 

24 

25 

350 

ae. All right. The adjuetments tha t vere made to 

remove that portion that vas sti l l ~nder UPS vas, that 

portion that aoved out to support that 149 meqa va tts 

vas the $1384, la that right? 

MR. ROMIG: That 1s correct . 

COHMISSIONBR GUNTER: All right. So there's where 

ve got left vlth the 424? 

MR. ROMIG: Yea, sir. 

COKHISSIONBR GUNTER: All right. And a diffe r e nce 

betveen the 1384 and the 1 390 -- 1 339 1s t hat 

jur1a d1ct lona l portion, ls that right ? 

MR. ROMIG: That 1s correct. 

COMMISSIONER GUNTER: All right. 

COMMISSIONER EASLEY: I move to recons i der. 

COHKISSIONBR BEARD : When that adjustmen t , vha t 

adjustaenta have been aade? I get ant s y vhe n ve ge t 

close to the end and I start seeing adjus tment s s itt ing 

by theaselvea, okay. And perhaps you al l ,ave th~ 

vhole thing, the coaponents that aake up the g r oss 

fl9ure, O&H, that I don't have, so I s ee the to tal 

nuabers. All I get ln the spreadsheet i s one number. 

Okay. The Coapany number and then ve adjust backwards 

out of that, okay. I don't ge t to s e e it a l l o r 1 

don't ha~e it here right today to see vhat other 

adju•ta ents are aade. 
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I get a little nervous 1n isolation and I cay be 

just totally off base, but I just have a concern. 

Theae numbers right here, I understand exactly vhat you 

are saying and I don't have any problem vith vhat I see 

here, okay. But I just question vhere does this 

adjustment, where does it go? It qoes back into system 1 

and out of jurled1ct1onal? 

MR. ROMIG: What they have is the total O&M 

expenses, total systea dollars related to the entire 

pot. The Coarany c omes over to the unit p~Yer sales 

coluan, that is vhere they adjust it out. 

Depreciation, production O&M, A&G , transm1ss1on, ~he 

whole gaaut, 1£ you vill, of expense~ that are 

associated vith the UPS contract. 

The balance left over after that 1s then further 

jurledlctlonalized between retail jurisdiction, this 

Coma1ss1on's, and the vholesale portion, vhich is under 

the FBRC jurisdiction. I don't knov 1£ that is --

CHAIRMAN WILSON: All right, the motion, vhat is 

that, a aotion to reconsider? 

COMMISSIONER EASLEY: A motion to reconsider. 

CHAIRMAN WILSON: There's been a motion to 

reconsider, and it's been seconded. All in favor of 

reconsider at iorl elgnlfy by saying aye. 

Op~osed. 
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COMMISSIONER EASLEY: I aove staff alternative, 

revision reco .. endatlon. 

COMKISSIONIR GUN'l'BR: To el1a1nate the double 

counting. 

COMHISSIOrfBR EASLBY: Yes . The nev numbers. 

COMMISSIONER GUNTBR: Of, on that transmission 

line rental vhlch vould nov be 400 -- vhlch is right? 

CHAIRMAN WILSON: Is it the 424 is the correct 

nuaber or vhat? 

HR. ROMIG: That 1s correct. 

COKHISSIONBR GUNTBR: 424, and not 423. 

HR. SLBMKBWICZ: We use the 423 vhich V3e the 

original recoaaendatlon. 

MR. ROMIG: The difference 1s due to some 

rounding. 

COHMISSIONBR GUNTER: $423,000. 

CHAIRMAN WILSON: The 423 vas in the original 

recomaendation vhere? 

COMMISSIONER EASLEY: No, he meant on tr.1s, the 

original revision. 

CHAIRMA~ WILSON: You mean on this? 

COKHISSIONBR BEARD: I still -- I'a not going to 

quit until I aa sure of thia thing. You've got O&M, on 

the sheet of paper you handed ae, you've got O&H 

adjustaenta, aajor aove 149 aegavatte of UPS. Now, 
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under there you have three categories, O&H other, ~344. 

That vaa adjusted out of O&M, is that correct? 

MR. ROMIG: That is correct. The Comp~ny made a 

total adjustment of $5,823,000 on their HOI schedules 

1 as contained in on MFR c Schedules, on HFR c-2 , Page 3. I 
In a~ditlon it's the variable O&H. 1 

COMMISSIONER BEARD: And the only one you all went l 

back in and picked up vaa transmission? 

MR. ROMIG: We vent back to find out vhat the I 

components of the s mlll.lon 823 vere. And basically to I 
verify and assure everybody that 

COMMISSIONER BEARD: Before you vent back in, 

before you vent back in you had reduced rche rer 

tranaalsalon by 1763 jurisdictional, that is the only 

one that you picked up as an issue, transmission r e nts? 

HR. ROMIG: That vas an amount that vas in Issue 

eo. 
MR. BALLINGER: Right, because the original reason 

Issue 80 vas there is because ve had, in the Plant 

Daniel transmission rents there vaa an amount that vas 

disallowed the last rate case that the Company 

justified, that is vhy that issue vaa put there to 

begin vith, Plant Scherer vas re5lly not argued about 

vhether it vas nee~ed or not. It vaa more if the plant 

vaa going to be needed . So that amount fell out of 
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vhst vas bu~geted for Plant Scherer. 

COKHISSIONBR BBARD: Let ae ask you a question on, 

lt's a Scherer acqu1s1t1on a~justaent, and I am t r ying 

to un~erstan~ staff recoaaendation against the 

commission vote. You ahov, I a• on a comparative rate 

base worksheet, you shov an acquisition adjustment 

re~uct1on of 121,000, okay. 

HR. SLBHXE1fiCZ: Right, because that vas in plar. · 

in service relate~ to the acquisition adjustment. 

Hovever, since, in Issue 27 ve took all of Scherer out 

of plant in service, that voul~ be a redundant 

a~justment. 

COKHISSIONBR BEARD: So you got 1t there instead 

of here? 

MR. SLBKKB1fiCZ: That is correct. 

COMMISSIONBR BEARD: Okay, that 1& vhat I wanted 

to understan~. An~ the same ~hing vith the Scherer tax 

matter adjustaent? 

HR. SLBHXEWICZ: That le c orrect. Those 

adjustaents vere just 1£ you vere going to leave it in 

ve vanted to refine the nuaber. And baaed on my review ! 

of the vote sheet, I believe that the issues listed on 

the front shee t are the issues that vere passed, 

temporarily passed, because they vere fallout issues. 

COMMISSIONER BEARD: As a footnote for my reading 
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pleasure, the next rate case ve do this, don't just 

narrov dovn to the issues that ve aade a change on. 

Leave thea all in so I can see thea, because there were 

some ones that I lost that I vould like to see hov that 

impacts. 

Oo you follov vhat I'm saying? 

HR. SLEMKEWICZ: On the 

COHMISSIONBR BEARD: In other words you have 

narrove~ this only dovn to the issues generally 

speaking vhere there were changes? 

HR. SLBMKEWlCZ: Well, that is on - - you mea n th~ 

front page? 

COMMISSIONER B&ARD: No, no, no, 1n the 

worksheets. 

KR. SLEMKEWICZ: Well, in the worksheets, lf you 

look, there ls still the staff recommendation column, 

and then there is the Coma1ssio~ vote coluan, and you 

can see vhere you did not agree vith the staff. 

COKHISSIONBR BEARD: I understand that, but there 

vere issues, for example , that say Public Counsel had a 

different figure in that vould have had an issue, an 

itea reaain in this worksheet where I could see lt. Am 

I aak1ng sense? 

I von't vaste a lot of t1ae. I can shov you 

afterwards vhat I'm talking about. It's easier for me 
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to track ls all I'a saying. I'll have to go get ay 

vorkaheets to do ~t. Actually I think you'v~ got most 

of thea. I just aissed one or two. It's ay fault. 

COMMISSIONER BASLaY: Do we need to vo~e on this? 

CHAIRMAN WILSON: Let's stan~ tn informal recess 

for a little while and let us go over this. 

(Brief recess) 

CHAIRMAN WILSON: Any questions, Coma1seion~r s? 

COMMISSIONBR GUNTER: Mr. Chairman, I hav~ been 

through, I only had one question that I r esol ved, that 

vas correctly calculated, and I have been through and 

it looks aa though it's an accurat e reptesentation of a 

vote that ve took, and lf you want to we can c~rry the 

individual iteas or vote for it in mass, either way you 

want to, plant in service, if you want to g o through 

those. 

CHAIRMAN WILSON: What 13 your pleasure? 

COMMISSIONER GUNTER: I would move plant in 

service as shown on Page 1. 

COKMISSIONBR BEARD: I have a question. Agai r. , 

don't vant to waste a lot of tiae. I had so~e votes 

that reflected soae disagreement with certain iteas in 

the ltuma listed on the agenda. I'm not sure exactly 

hov to treat that . 

CHAIRMAN WILSON: Well, those are not~d on the 
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vote sheet so that your vote woul~ be with the ca veat 

that you haO Olssented or voted ~ifferently on c~rtain 

select issues. 

KR. VANDIVER: AnO that will be reflected in the 

order, coaaissioner 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 if you do, that will be 

included in the order. 

COKMISSIONBR BEARD: For example, 110 annuu l 

operating revenue i ncrease. That is a fallout. It 

falls out of different po6itions. 

MR. VANDIVER: So your disagreeaent as to the 

individual things will be reflected, and 1£ you w1~h to 

write something you could in the order. 

COMKISSIOMBR GUNTER: What is your plea~ure, Hr. 

Chairaan? I would aove plant in service . 

CHAIRMAN WILSOW: Well, with that understanding 

abo.1t --

COMHISSIONKR EASLEY: Yeah, I don't have any 

problea aoving the entire 1tea . 

COMMISSIONER GUNTER: I would aove them all. 

CHAIRMAN WILSON : Look at it 1n t otal. 

COMMISSIONER EASLEY: Second. 

CHAIRMAN WILSON: I do have just one question. I 

noticed this in other spreadsheets, and I'm curious a~ 
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to vhat it means. There is a line in here, No . 79 , 

that says --

COMMISSIONER GUNTBR: Where are you at? 

CHAIRMAN WILSON: I'm on the spreadshee t on Page 

2, Line Ho. 79, that says OPC math error. Is tha t a 

reconciliation number, is that vhat that mean s ? 

MR. SLBMXEWICZ: Right, vhen they gave me their 

schedules, it vas supposed to represent their br ief. 

It didn't add up. There vere aath err ors 1n t here. 

CHAIRMAN WILSON: It just represented a difference 

1n the nuabers. 

HR. SLBHXBWICZ: Right, bec ause they tol~ me thls 

vas a total and - -

CHAIRMAN WILSON: Okay. So this vas ju~t an 

aaount to aake it reconcile. 

MR. SL~EWICt : Right, to aake 1t reconc ile to 

vhat they gave ae as a bottoa- line number. 

CHAIRMAN WILSON: All right, let' s j us t c all that 

OPC reconc1l1at1on. 

All right, eo you have aoved the c alculati on o f 

these nuabers? 

COMMISSIONER GUNTBF: Correct. 

COHMISSIONBR EASLEY: Right. 

CHAIRMAN WILSON: It's been seconded . And v1 t h 

co .. issioners Beard's caveat about the individua l 

GOHI A AND ASSOCIATES 



2 

3 

4 

9 

10 I 
11 II 

17 

13 

ld 

15 

16 

17 

18 

19 

20 

21 

'12 

24 

25 

359 

disagreements on certain issues here. All in favor 

signify by saying aye. 

Opposed. All right. 

MR. SLEMXEYICZ: All that leaves on the revenue 

requ1reaente slde nov ls Issue 111, ~hlch 1e the 

1nteria which we'll be taking up on Tuesday. 

CHAIRMAN WILSON: All right . 

MR. VANDIVER: And Comaissionere, you ~ay wish to 

address the mechanics of the bases voint reduction. 

That in other words in two years the revenue 

requirement vould go up. 

COKHISSIONER GUNTER: That is included in thle 

calculation here in this sheet. The first two years 

it vas 11.8, thereafter it vas 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 vork. The rate~ go 1n 

to effect, just for a rounding effect they go in t o 

effect January 1. They are 1n effect '91 and '92. 

January 1 of '93 do the rates go up by, vhat is tha t, 

tvo, three something ailllon dollars automatically, or 

do ve simply change the rate of r~turn on the 

surveillance reports by which you are calculating 
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earninqs? 

MR. SLa~KEWICZ: I think the rates voul~ 

autoaaticall:r 90 up because the, I believe that 1~ \:he 

vay the, vhat the vote reflects ls that this 1s ln 

effect for tvo years, that absent that they woul~ have 

been qranted the 1• aillion starting nov, an~ that 

after th~ rates have been in effect for two years they 

vould 90 back or they would increase to what ~hey voul~ 

have otherwise got. 

MS. KUMMER: And vhat ve voul~ sugge~t an~ ve have 

talked to the Coapany and they are agree•ble to this 1s 

eiaply treat that increase as you would an 1nte r1m , an 

across the board percentage increase to all base rates 

and charges. 

COKHISSIONER GUNTER: All customers. 

MS. XUKKBR: All custoaer classes, the ~ame way 

you do an 1nter1a. All base rates and changes. 

CHAIRMAN WILSON: So you vould calculate what, 

today vhat that increase would be or you voul~ get a 

calculation of what the billin9 units voul~ be at that 

tiae that voula produce that aaount of revenue? How 

are you going to do that? 

MS. KUMMER: It will be, okay, Har9e sug9ested 

that ve do calculate the percentage today, what the 

difter~nce vould be based on the numbers ve have in 
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front of us. 

CHAIRMAN WILSON: All rl9ht. So the Company 

would charge whatever rates - -

KS. KUMMER: You approve on Tuesday. 

CHAIRMAN WILSON: -- for tvo year~, and at the end 

of that tvo-year period they would apply a factor of 

2.3 ox 1.1 or whatever that would be --

MS. KUMMER: A percentage. 

CHAIRMAN WILSON: And they would simply 1o that 

and it would be autoaat1c. 

HS. KUKKBR: They would file new tariffs 

reflectinCJ that. 

MS. HEETER: Maybe vhat ve could do is calculate 

that percentage between nov and Tuesday and bring it 

dovn and get that ln the record so everyone knovs whnt 

1t 1&. 

COMMISSIONER GUNTER: I think that would be I 
appropriate, because then that relieves tvo years hence I 
vhat I would call a f1CJht 1n the parking lot vhat that 

ehoul~ be. Make that decision nov so, and you put that 

in the order --

MS. KUHK&R: That is exactly our thought, 

co-iesioner. 

COMMISSIONBR GUNTER: -- hov that calculation 1s 

to be done very clearly, so you eliminate that 
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COHMISSIOHER GUNTER: And that war, and 1t 

relieves uncertainty on the part of staff, 

Commlsslonere, Company, intervenors and everybody as to 

what ln fact happened, and I think we need to be very 

clear on that. 

MS. MBB~IR: So 1n other words if 1t' e $2 .4 

million and rl9ht now the pr.esent rates yield say $500 

million, then you would just calculate vhat that 

percentage is and we would put that in the order. 

COMMIS3IONBR GUNTBR: Yeah. 

MS. KIB!BR: And we'll provide that to you. 

COMMISSIONER EASLEY: Let ae ask you about two 

separate tariffs. Is there any reason to try and go 

with one tariff that vould be different at the end of 

tvo years? 

MS. KUKK&P.: I think that might be more confusing. 

COHHI3SIOMKR EASLBY: Okay. 

HS. KUMKIR: You would have two separate rat~s. 

COMMlSSIOH&R BASLZY: I just asked. Forget I 

asked. 

COHMISSIONRR GUUTER: I aove ve ride. 

CHAI~~ WILSON: Do ve need to do anything else 
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this afternoon. 

MS. KUMMER: Yea, sir. 

CHAIRMAN WILSON: We had what, one or two issues? 

MS. KUMMER: We've got some little clean-up 

thin;s. 

CHAIRMAN WILSON: All right. 

MS. KUHMBR: The biggest issue 1e on the spread of 

the increase and ve•ve got spreadsheets shoving 

variation of that. 

COMMISSIONER GUNTER: I thought ve approved that. 

COMMISSIONER BASLEY: I did, too. 

(Oocuaent distributed to the Commission) 

COMMISSIONER EASLEY: Is the second one what you 

all recoaaended? 

MS. KUKMBR: Coaa1ss1oner, none of thee~ are what I 

you originally sav. These are the variati ons that were ! 

sugqeated because of the concern over the lurgP 

decrease to as. 

COKHISSIONIR EASLEY: Mr. Chairman, could we take 

just a ainute and tell me again what these three are? 

CHAYRMAN WILSON: Lftt's label --

HR. TROMBINO: OKay. 'tou will see one sheet there 

with no increase toGS, no decrease toGS, Column 6. 

COKHISSIONBR GUNTBR: Which one is th~t? Is that 

the one vith the note on the bottoa? 
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• MR. TROKB~NO: No yes, on your r opy. 

CHAIRMAN WILSON: It has a note on tne bottom, and 
3 

ve vlll label that No. 1. 

COHMISSIONBR BEARD: &r.d that 1~ current policy. 

MR. TROMBINO: Yea, that 1s correct. 
6 COKHISSIONBR BBARD: -- 1.~ and no reductions. 
7 MR. ~ROMBINO: That is correct. 

8 CHAIRMAN WILSON: The one vith the July 27th date 
9 

in the corner ve'll label No. 2. 
10 

COKHISSIONIR BASLBY: They all three have a July 
11 

27th date ln the corner. I have No. 2 showing RS -- or I 
17 OS at 1.45 on the index. 

13 MR. TROMBINO: Okay . 
14 COMMISSIONER EASLEY: That vould be Column 9? 

15 COMMISSIONBR GUNTER: Hov about maklng that No. 2? 

16 COMMISSIONER EASLRY: That is No. 2 . 
17 COHMISSIONBR BBARD: And that is - - vait a minute. 
18 No. 2 is tvo t1aea ln reduced GS to equal to ?S? 

19 MR . TROMBINO: No, No. 2 ls one and a half times 

<'0 and reduced GS aoaevhere not quite as far. 

2 I CHAIRMAN WILSON: That is the sort of in-becveen 

22 one that I asked them to do in addition to the other 

13 tvo. 

24 COMMISSIONER a&ARD: And then the thir~ one vi ll 

be the one I asked for, which 1s l.S and reduced to 
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parity on os. 
HR. TROMBINO: That is correct. 

COHHISSIONBR EASLEY: All right. Nov, explain to 

me the l•pact then on the RS GS, and vas that one of 

the objectives? 

COMMISSIONER OUNTKR: RS didn't change on the 

other tvo. 

COMMISSIONER BASLEY: RS GS7 The third one, 

beca~se on No. 3 the thir~ one goes furthe r avay. 

COKMISSIONBR GUUTBR: Yeah, and No. 2 1t goes 

further avay. 

COMMISSIONER BEARD: Purther avay fr o m vhat? 

CHAIRK.N WILSON: What goes further avay7 

OOKMI88IONBR GUNTER: Well, one of the things ve 

a re lookinq at, I vas trying to look at, I vas looking 

at the parity line, vhich is on Line 9. I vas running 

~ovn the line. The first one you are still avay fro~ 

parity, but you are •oving closer to it. The third one 

that Coaa1ss1oner Easley just asked about, you had RS 

GS on parity on, Sheet 1 vas a .98. With the second 

aethodoloqy it vent to .96. The third aetho~ology lt 

ve nt to .93. It aovea further avay froa parity on the 

left side. 

MS. KUMKBR: Coma1es1oners, I'm not sure the RS GS 

1e very aean1nqful 1f you are not going to set RS and 
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GS rat es equal. That vas put in there pr iaar ily 

because of the stipulation to BhOY vhat happens vhen 

you coablne thea or aade -- or uet thea equal. 

COHMISSIONBR GUNTBR: Ie that vhat vou~d happen 

you vere to coabl!'le thea? 

MS. KUMKBR: That is the coabined efftct. 

COKHISSIONBR BASLBY: Oh, okay. 

MS. KBBTER : What you need to look at nov is 

really os. 
COMMISSIONER BBARD · That's right. 

MS. KUHKBR: What ve have done, if you v1ll look 

in coluan 9 on the index, vhere lt says ROR/Index, 

those are your parity ratios, and the goal ls to get 

those as close to one as possible for everybody . And 

1£ you 90 1n to the next coluan you v1 : 1 see that th~ 

1f 

claasee, ln Coluan 9 there are a couple of classes tha t 

are still belov one. You've got OS-2 and RS that are 

both below one . If you go over one • "lre co 1 umr. you 

vill see that they are getting the max 1ncrea~e, one 

and a half tiaes the system average increase. So they 

are aa~e4 out. We can't bring them any closer to I 

parity. Therefore, everybody else picks up the rest of 

it. 

It's a very simple mathematical game . 

COHMISSl~NBR BASLEY: It ls vhen you unders~and 
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vhat it sayu. 

MS. KUMMIR: Absolutely. 

COHMISSIONBR GUNTER: But even us ing one a nd a 

half tlaes, everybody aoves closer to parity. Every, 

you take Coluan 4 and Column 9, and I am on Sheet 1. 

Take Coluan 1, compare their parity relatlonshipe , 

everybody aoves closer to parlty. 

MS. KUKHBR: No, LP has problems . LP LPT mo ·es 

avay 1n all the acenar1os. 

COMMISSIONER GUNTER: Where? 

MS. KUKHBR: LP LPT. 

COKMISSIOHER EASLEY: Three hundredths. 

MS. KUMMKR: They start at parity and move 

sll9btly above it. Except for that. 

COMMISSIONBR GUNTER: Okay, that is the onl y one 

that aovea. 

COKKISSION&R EASLEY: RS moves . 

COKMISSIONBR GUNTER: The only one that moves not 

closer to parity. 

MS. KUMMER: Right, aoves avay from parity 

COKMISSIONBR EASLEY: Oh, okay, moves away from 

parity. 

COMMISSIONER GUNTER: Moves closer to parity. 

CHAIRMAN WILSON: None of these touch RS? 

COKHISSIONER EASLEY: No. 
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COMMISSIONER GUNTBR: No, but 1£ you look at Sheet 

2 you have the aaae phenoaenon that occurs on Sheet 2 

vith LP LPT. 

MS. KUKKBR: Right, lt'a true in all three 

scenarios. 

COMMISSIONER GUNTBR: It moves, ln fact 1t doubles 

the first scenario, does it not? 

MS. KUMMER: Well, yea. 

MS. MBBTKR: The one thing that I think you reed 

to reaeaber, at least lt influences ae, ia the fact 

that OS has been really at a confi scatory rate for so 

long. I aean lt'a been ever since I have been at this 

co .. 1sa1on, that I think ve really need to think about 

addressing that problea some. 

COMMISSIONBR BBARD: I'll be honest with you, I 

can't aee reducing anything belov parity, okay. And, 

but vith OS I don't have a problem vith, I won't say ln l 

violation, but aa opposed to vhat has been pr ior 

practice, reducing OS to parity, capping the 1 . 5, for 

exaaple, on the RS rates, the net effect, and that is 

Bxaaple No. 3, you've still got one hanging out there, 

the OS-3, that ls a vays off. But the rest of t hem are 

all vi t h1n a pretty doggone good range. 

HS. KEETBR: I vould point out on os-3 that , you 

reaeaber the recoaaendatlon on 115, th~re were some 
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costs that weren't allocated to that class. So I would 

point out that this rate of return ls somewhat 

overstated. I aa not sure by hov auch. But it ls 

soaevhat overstated . 

COKHISSIONBR BBARD: All the rest of them are 

about vlthin a tenth of a percent around parity, a lot 

closer than vhat I think ve have ever been in the past , 

isn't it? 

KS. MEBTIR: 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, ve should i9nore the RS GS column, that shouldn't 

even be on here, is that ri9ht? 

HS. KIBTBR: Yes. 

COKHISSIONBR GUNTER: What does that do, 1e that 

just an additive of the RS and GS? That is just a 

confusin9 factor that is on here. 

HS. M&ETER: Yes, slr. See we had it set up that 

vay because ve didn't realize what the end result vas 

90in9 to be. And for the other three utilities when we 

set the rates equal, then vhat ve dld ls we targeted 

the coablned rate of return to parity. But i n the 

other utilities the as rate of return vas above parity 

vhen you set the rates equal. 
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COHMISSIONBR BASLBY: Does It do anything to total 

1 
return on the bottoa? 

HS. HBBTBR: No aa•aa. The Company gets the 

money. It's just, and the set rate of return. The 

question is vh1ch classes does it come from. 

MS. KUMKIR: And since ve are not setting RS and 

GS equal, it's ossent1ally a meaningless line 

COMMISSIONER BASLBY: I've got it. 

COMHISSIONBR GUNTER: They can just StY1ke that 

line off 

COMMISSIONER BASLBY: I aa, even as ve speak. 

MS. KUMKBR: Yes, you can :Just ignore 1 t. 

COHMIStliONJrR BASLBY: It doesn't exist. Okay, 

vhat is you all's pleasure? 

COMMISSIONER GUNTER: Why didn't ve - - vhat vas 

the logic and rationale for not aoving the OS - 1 and 2 

closer to parity, at least by the same percentage of 1 

I those that vere closer to them? For instance, you take l 

the RS and you vent froa .87 to .93, and .r·:>u t ook t hat 

OS-1 and 2, and 1t vent froa .91 to .94. 

COKHISSIONBR BBARD: I think you've got the 1 . 5 

percent. 

~s. KUMHBR: That is exactly right. 

COMMISSIONBR GUNTER: I'm looking at Sheet 3. 

Sheet 3 vas not bound by that. 
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COMMISSIONER BEARD: Yes, it vas . 

HS. KUMMER: Yes, it vas, that vas part one -· 

COKHISSIONBR EASLEY: They all vere. 

COMMISSIONER BBARD: Al~ three of them vere. 

COMMISSIONER GUNTBR: Okay. So the only 

difference there vas the proposed reduction in the GS 

rates? 

HS. KUMMBR : Bxactly. The cap on all of these 

one and a half tiaes the system. And the tvo ra~e5 

that are belov parity both got the max increase. 

'5 

COKKISSIONBR GUNTER: The one and ~ half percent 

increase, and in that clasi!S did ve take the ont> and a 

half percent in the RS? 

KS . KUMHBR: Yea. 

COKMISSIONBR GUNTER: The math didn't work out 

then, 1£ the percentage is correct. Take one and a 

half percent of one and it vill raise your parity from 

.87 to .93, which ls --

MS. MBBTBR: The one and a half applies to the 

1ncrea&e ln their total bill, not to the parity. 

COHMISSIONBR GUNTER: I've got you. 

HS . KUMMER: It's 3.43. It's one and a half t imes 

3.43 . 

COMMISSIONER GUNTER: I've got you. 

MS. HBETBR: The other thing that I vould like to 
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point out is that the final vote wa~ to award the 

utility 11,838,000, an~ this scenario 1s based on an 

increase of 14,475,000, so you are setting principles 

here. 

COMMISSIONER BASLEY: Not numbers. 

HS. KBBTBR: An~ ve v1ll go back and re-calculate 

it, like that S.lS percent vill be lover because the 

increase is lover. 

COMMISSIONER HASLEY: Because you are talking 

relationships. 

MS. HBBTBR: We are talking about principles over 

policy, hov do ve do it. 

MS. KUMMER: An~ those classes vh1~h are under 

pa~1ty qet the max of the one and a half, 1£ necessary. 

COHHISSIONER BBARD: D1~ you all have a-- I'll 

aake a-- I'll aove No. 3. The reason I'll do that is 

even at the 1.45 on, let me find out where I am. 

CHAIRMAN WILSON: No. 2. 

COKMISSIONBR BBARD: OS at 1.8 on No. 1 and 1.45 

on No. 2 still stands vay out compared to the others 

vith the exception of the OS-3, and there is problems 

theEe. And lf you go ahead and take that exception to 

GS, use a l.S cap on the rest of thea, you have done 

about a o qood aa you can probably do vlthout skating 

and gettlnq carried avay. One and a half times, that 
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is correct. 

COKHISSIOMBR GUNTBR: Well, my only problem, 

Coamissioner, is I don't a1nd aov1ng os ~art of the 

vay, but to 9et thea in one fell avoop I have some 

difficulty vlth that. 

COHMISSIOMBR BEdRD: Well, you've got part vay. 

It's still 45 percent. 

COKMISSIOMBB GUNTER: Not on Sheet 3. 

COHMISSIONBR BBARD: Sheet 3 is reducing parity. 

COKMISSIONBR GUNTBR: Sheet 3 goes to r ~~uc1ng 

thea to parity. 

COMMISSIONER BBA.RD: That 1s correct. 

COMKISSIONBR 0\JNTBR: So you are saying Sheet 2 

the one you want to go to? 

13 

COHKISSIOKBR BEARD: No, I'a saying Sheet 3. 

COMMISSIONER GUNTBR: You aoved Sheet 3. Sheet 2 

aoves thea better than half vay. 

COMKISSIOMBR BBARD: It's at111 45 percent ove r 

parity, and it'a the only one that sticks out 11 ke 

that, excepting the OS-3 vhere there are some problems, 

and ve are not sure vhat to do vith it . 

MS. MBBTBR: I vould say the probleas are, it's 

clearly ~aying well above parity even vith t he 

a4jus·taents . 

COKHISSIONZR BEARD: I understand. I t's just a 
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aatter, it's tou9h to adjust someth i ng Yhen you d on't 

know what you are adjusting against , a nd I don't kn ov 

what to ~o about it. Probably should be something done 

there, but 

COMMISSIONER EASLEY: Well, I'm a l ittle bit 

uncoafortable taking that big a j ump all at one time. 

COMMISSI ONER GUNTER: I vould offer a substitute 

aot1on. Thoae a~juataenta shovn on Sheet 2 Yh1ch 

br1nga them alaoat s1x tenths of a percent dovn, 14 5 

vereua previ ously 2.04 . That 1s just a s ubstitute 

•ot1on . 

COMMISSIONER BASLBY: I'll second 1 t. 

COMMISSIONER GUNTBR: on Sheet 2. 

COMMISSIONER EASLBY: I'll s econd 1 t. 

COKMISSIOMBR GUNTER : And that is rea lly a move i n 

the right direction. 

CHAIRMAN WILSON : Well, 1t'a bee n moved and 

seconded. All in favor say aye . 

.lll opposed. No 

I was going to vote for your moti on . 

I 
I 

MS. KUKKER: We've got a couple of more things . 

COMMISSIONIR EASLEY: You don't have this one yet . 1 

COMMISSIONER GUNTER: Yeah, he does. 

HS. KUMKBR: I'm sorry. 

COMMISSIONER GUNTER: He had thr e e . 
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CHAIRMAN WILSON: Commi ssioner Beard didn't even 

support hia ovn aotion. 

COMMISSIONER EASLEY: Oh, I missed th&t. Could ve 

do it again, I vant to hear. 

COMMISSIONER BEARD: I didn't get a eecond on the 

aotion. If I'• going to tilt the windmil l , I Vdnt 1t 

to be a big one I can aee . Not a little one I can' t 

even find. 

COMMISSIONER EASLEY: I don't want you to th\nk 

this tilting vindaills has been hard on me, but I'm 

really only 22 years old. 

COMMISSIONER GUNTER: Hr. Chairman, ma y I offer a 

suggestion? Is that ve have the means --

CHAIRMAN WILSON : Yea. What would that be, 

coaa1ssioner? 

COMMISSIONER GV~TBR: Could I follow your sage 

advice and say that vhen ve, at the end of two years 

you can fix 1t through that rate structure on GS at the 

end of the, at the beginning of the third year? 

MS. KUMMER: And not give them any increase when 

the increase goes in? 

COMMISSIONER GUNTER: You could have an off s et and 

do that t~e beginning of the third year and the y would 

be at parity. It's not difficult to do. 

COMMISSIONBR EASLEY: Walt, let me ask a questi on. 
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Do I understanj that vhen the penalty goe~ avay the 

effect is that GS custoaers are lined up paying the 

cUfference? 

COKHISSIONBR GUNTBR: No, they vouldn't pay any of · 

it. They vould have a further reduction at that time 

because you've got a complete re-f111ng. 

COKHISSIONBR I~SLBY: Oh, I have it backvards. 

COMMISSIONER GUNTER: They vould have a reduct ion 

at that tiae, vhich vould carry thea dovn to parity. 

MS. KUMMER: Are you actually talking about 

reducing the1r rates in tvo years or just not givtng 

thea any of the increase? 

COHHISSIOMBR GUNTER: They just vouldn't have any 

increase, which vould aove thea closer t o parity with 

all classes of customers except them getting an 

increase. 

COKHISSIONBR EASLEY: I'll let you guys be the one I 

to go explain that one. 

MS. KBBTER: And extend that to OS-3, too? 

COMMISSIONER GUNTER: I think !t's not 

inappropriate for us to consider that at thi s time 

because it is moving, and that is a regulatory pol icy 

that this Comaiseion has had for a long time to have 

each class of cuetoaers be at parity . 

MS. KUMMER: Since as is not the only one above 
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parity --

COMHISSIOHBR GUNTER: Well, I vould aove them 

both. I voul4 say that they both do not qet an 

increase at that tiae, an4 the reaaining vould be 

spread over the other class of customers. 

COKHISStOM~ BBARD: Let ae suggest fro~ a 

practical standpoint vhen you take the difference 

between vhat the rates are as of this, tvo yeara froc 

nov vhen you freeze GS and you freeze os-3 and you 

apply the rest, lf you aove five one hundredth~ of a 

percent or five percent closer to parity with those 

actual dollars applied, 1 bell eve I vould be shocked. 

COKMISSIONBR GUNTBR: Still it's a movement. 

COMMISSIONER BASLBY: I've got to tell you I think 

it sounds like a good idea. I think it's one that th~ 

cuatoaers themselves are flat not going to ~nderstand, 

and 

COMMISSIONER GUNTER: What are they going to -­

they going to undorstand reductions for some classes 

and increases for other ones. 

COMMISSIONER EASLEY: No. I don't think they will 

understand any of it. 

COMMISSIONER GUNTER: I'm going to move - ­

CHAIRMAN WILSON: ! have changed my mlnd. I don't 

think it's --
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COMMISSIONER GUNTER: I have already 11oved 

CHAIRMAN WILSON: We've already done 2. 

COMMISSIONER GUNTER: Tvo. 

CHAIRMAN WILSON: All right. What else? 

MS. KUMMER: Okay, vhat did you all decide on 

commissioner Gunter's --

COMMISSIONER GUNTER: No, I could see very QUickly 

I wasn't going to get a second. So you don't eve • make 

a motion. 

HS. KUHKER: Okay. All right, your decision on 

121 aakee the decision on 115A, which reQuires you to 

reject the stipulation on setting RS and GS equal. 

COMMISSIONER GUNTER: Right. 

HS. KUKKBR: Issue 124 on the customer charges, 

given your decision on 121 ve vould recommend that you 

go vith Gulf's proposed charges for RS and GS, which 

vas the only place ve differed in the original 

recommendation. We had set them equal. If you are 

not going to set the rate classes equal we would go 

with vhat they had proposed. That is on Page 231 0£ 

the recommendation. 

then? 

CHAIRMAN WILSON: What 1ssue is this ? 

HS, Kt111M£R: Issue 124. 

COMMISSIONER EASLEY: Is that to denial staff 
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MS. KUKMBR: Yes, it denies staff an~ i t acce pts 

Gulf's poa1t1on. We vere in agreeaent o n eve r y t hing 

except RS and GS, and that is s1aply because the y had 

not set thea equal an~ ve ~1~. 

COKH!SSIONBR EASLEY: I'll move 1t. 

CHAIRMAN WILSON: All right. 

COKMISSIONBR BEARD: Won't you calculate tho~e 

based on vhat ve just voted? 

MS. KUMKBR: custoaer chargee a re generally bas ed 

They are not base~ so much on t otal I on unit costs . 

revenue. So they wouldn't chang e unle~s yo u re - ran the l 

coat study some other vay. 

COHMISSIONBR BBARD: True, you're right. 

COKHISSIONBR GUNTER: Second. 

CHAIRMAN WILSON~ That 1s 

MS. KUMMER: I e on't vant to rush you. 

COMMISSI ONER EASLEY: Yes, you d o . 

CHAIRMAN WILSON: I think I understand. Wi tho ut 

objection then . 

COMMISSIONER EASLEY: What elee? 

MS . KUMMER: That leaves us v1th Issue 1 28, vh lch 

la the tiae-of-uae r~te dea1gn. I re-ran the RS ra ~e 

with Coa&1ao ioner Beard's suggestion. You come up v1t h 
I 

appxox1aately a six to one ratio on pe8k to off peak I 

1£ you put d1atr1but1on and spread it over all the 
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kilowatt hours as well as energy and then ju~t c o llect 

the 4eaand and tran•aiee1on on peak. It coaes out to 

about six to one. It's .0870S to .1433. That Youlrt be 

for RS ana OS that you would have that kind of ratio. 

COKHISSIONKR BKARD: What vas the issue. Give me 

that number a9ain? 

MS. KUKKIR: 128 . It vas 1n tiae-of - use rate 

4esiqn. 

COKHISSIONBR BASLBY: Page 23q. 

COHMISCIONBF. BEARD: I think vhat you just QUoted 

ae vae vhat Gulf Power's position vas, Yaen't 1t7 

Read those fiqures again. 

MS. KUMKBR: Again rough calculations baaed on the 

14 red, is .08705 and .1433. 

COMMISBIONBR BEARD: You are a spit aYay from vhat l 

the Coapany proposed. 

MS. KUMMER: Again that is not on the same revenue 

requireaent. 

COMMISBlONBR BEARD: I understand . 

MS. KUMKBR: Right, so that vill change. That is 

basically a ratio. 

COHMISSIONBR BBARD: I understand . 

MS. KUMMER: Which I think alght be more 

acceptable than the earlier 10.005. 

MR. JENKINS: That ie without fuel? 
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MS . KUKKBR: Yes, that i s without fuel. That is 

baae rates only. 

COKMISSIONBR BEARD: Sure. 

MS. KUKHBR: Sorry, I don't deal with fuel, so I 

don't think about it. 

MR. JENKINS: Remember when you put fuel in th~ re, 

you are go lng to come up vlth 3 lot l ower rati o . You 

are going to be telling people that to take, to con~ ume 

durlng the peak periods 1s almost the same coet as 

conauaing during the off peak. 

MS. KUKKBR: It vill dilute it s omewhat . You've 

still got a six to one rati o in your ba~e rates. 

COMMIBSIONBR BEARD: You have about 2.873 agai nst 

about 2.35 --excuse ae. You've got . 0873 on peak. 

KS. KBETBR: Plus 2.2. 
I 

COMMISSIONER BEARD: Excuse me, I vas of f a d ig i t. ' 

I've got you. 

MS. KUMHBR: You have ten cents ver3us three cents ! 

roughly, a llttle over four. 

COMMISSIONER BEARD: Huh- uh. 

MR. JENKINS: That is not going to ge t any 

conservation. 

I 

I 
I 

COMHISSIONBR BEARD: Ten cents ver s us three cents ? • 

MR. JBNKINS: For on peak off peak, that's like ~ 

three and • half to one ratio . You vill be building 
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power plants. 

COMMISSIONER GUNTER: Well, that ls a conclusion 

that you are reaching when this is a voluntary on peak 

off peak anyway. 

MR. JENKINS: I've got ten ye~rs of experience 

that indicates that. 

COMMISSIONER GUNTER: Well, Joe, I give you cred1t 

for your ten years, but how auch on peak off peak do we 

have on a voluntary basis, have ve ever ha~ , and we 

have experimented vi ch that. 

HS. KUMMER: We have a very, very small -- we've 

got 204 billing units on the residential time-of u~e 

rates . It's just miniscule usage as lt is. 

COMMISSIONER GUNTER: Unless you vere giving it 

away on off peak thus far, our penetration 

MS. KUMKBR: Residential customers tends not to 

shift their habits no aatter. I mean you are going to 

cook dinner when you get home from work. You are r.0t 

going to cook dinner at midnight. 

COMMISSIONER BEARD: That's vhy I struggle wi t h 

the concept of storage on a residential basis, not that l 

you won ' t have what ever degree of market penetration , I 

but significant aarket penetration, no. 

COMMISSIONER GUNTER: Unless you are giving 1t 

avay off peak. 
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CHAIRMAN WILSON: Is that because there 1~ not a 

sufficient differential betveen on peak and off p~ak? 

KR. JBNKINS: That ls correct. 

CHAIRMAN WILSON: So you vill never know it unless 

you actually do it. I 
COMMISSIONER BEARD: Well, I'll tell you vhat, I'm l 

901n9 to move staff, and ve'll have plenty of time t o 

find out, 1£ ve can get anything more than the 200 and 

soae odd residential units you've got nov. 

COMMISSIONER GUNTER: Anybody want to bet? 

COMMISSIONER BEARD: Come on. You are ~ay1ng we 

don't have enough. You've got 20 to one out here. and 

you are saying that vill do the job. 

CHAIRMAN WILSON: You are saying it will c vme 

closer to doing the job. 

MR. JENKINS: It v1ll come closer to doing U1e 

job. 

COMMISSIONER GUNTER: Oh, we had 201 cuJtomer~. 

HR. JENKINS: The next ~tep 1~ you've go t t o make 

it aandatory for large customers. 

COMMISSIONER BBARD: What is a large customer ? 

KR. JBNKINS: I vould say above 2,000 kilowatt 

hours a aonth. 

COKHISSIOlfEP BBARD: About hov much? 

MR. JBNXIHS: 2,000. 
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COHHISSIOH&R BEARD: I'm talklnq residential 

custoaero nov. 

MR. JBNKINS: That's vhat I'm talk\ng ab<'•Jt. 

COKHISSIOHBR BEARD: Are ve talking K~ or KWH? 

MR. JENKINS: KWH. 

COHMISSIONBR BEARD: 2,000. That takes me in to 

effect. Okay. AnO you are telling me I can get my 

three kids, and ay v1fe and ae to shift our nab1ts and 

buy those etora9e Oev1cea that are real cheap? 

HR. JBNKINS: If you haO about a eeven or eight, 

ten to one ratio, yes. But ve vould have t o vork on 

you for ei9ht or nine yeare though. 

COKHISSIONBR BEARD: Well, I have also got to save 

up the aoney to buy that storage device up front. 

CHAIRMAN WILSON: The Coapany is going to loan you 

an interest - free loan to install thoee dev ices so that 

you can Oo that. 

MS. KEETER: To raise your energy charge. 

CO~ISSIONER BEARD: Just do 1t. 

COKhlSSIONER EASLEY: Do softeth1ng. 
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COKMISSIOMBR BEARD: You pay J3.50 to get eo~ebody 

to put load control devices on their equipmer.t, and you 

can't keep thee on. 

HR. JENKINS: That la only for needle peak. 

COMMISSIONER BBARD: It's the behavior of the 

cuatoaers 1s vhat I'm talking about though. You knov, 

companies are pay!ng $3.50 a month just £or you to let 

thea put a device on that in theory you should never 

even know that was there if it operatee properly, and 

you can't get them to take that, right? 

CHAIRMAN WILSON: No, no, that is 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: I have. Florida Power Corp. has 

in excess of 30 percent penetration, and they can't 

install them thea, they can't install them any foster 

nov and they can't even get the equipment. so that's 

COMMISSIONER GUNTBR: We have a motion t~ move 

staff. 

COMMISSIONER BASLBY: Was that a serious motion? 

COKHISSIONBR BEARD: Yea. 

COHKISSIOUER EASLBY: Okay. 

MS. KUKHBR: Do you want the modification that ve 

GOHIA AND ASSOCIATBS 



• 1 

J 

4 

5 

6 

8 

9 

1(1 

1, 

11 

14 

15 

16 

17 

18 

19 

20 

11 

22 

23 

24 

15 

386 

presented on co .. lssioner Beard's suggestion or do you 

want to the original staff? 

COMMISSIONER BEARD: Hove staff. 

COKMISSIONBR OUNTIR: Staff recommendation. 

Orl9lnal staff. 

HS. KUMMER: Okay, and ve'll be back Tuesday 

aorning I believe vith the final rates. 

CHAIRMAN WILSON: Yes, ve are schedulerl fot 9·30, 

right?. 

KR. VANDIVER: We'll fix the interim at that time. 

(Whereupon, the proceedings recessed until Tuesday at 

9: 30 a. a. ) 

GOHIA AND ASSOCIATES 



--
.... , 

• 2 

3 

~ 

5 

6 

7 

8 

9 

10 

11 

12 

- 13 

14 ~ 
~ 

- 15 

16 

17 

18 

1 ~ 

~0 

~ 1 

n 

13 

24 

~5 

. ~ 
} -

108 

BBFORB THB 

FLORIDA PUBLIC SBRVICB COMMISSION 

TALLAHASSBB, FLORIDA 

IN RB: 

Request by GULP POWER COMPANY for a rate 1ncreaee. 

BBFORS: 

PROCBBDlHGS: 

DATE: 

PLACR: 

REPORTBD BY: 

VOLUME 11 

• 

DOCKET NO. 891345-EI 

Chai~aan Michael Wilson 
co .. iaaloner Gerald L. Gunter 
Coaa1aa1oner Thomas H. Beard 
Coaaleeioner Betty Easley 

Special Agenda Conference 

Thursday, August 9, 1990 

106 Fletcher Building 
Tallahassee, Florida 

PATRICIA L. GOHIA 
Notary Public in and for the 
State of Florida at Large 

PAGES 108 TO 223 

* * 

THIS IS A COKPUTIR PRODUCED TRANSCRIPT 

OOMIA AND ASSOCIATES 
CBRTIPIED COURT REPORTERS 

216 WIST COLLBOB AVBNUE, ROOK 122 
TALLAHASSEE, FLORIDA 32301 

904-224-6200 

108 



• 
3 

5 

6 

d 

'I 

10 

1/ 

I) 

l J 

I 5 

lb 

17 

18 

19 

.o 

/1 

24 

109 

PARTICIPATING: 

MICHAEL PALBCKI, Bsquire, PPSC Legal D1v1s1on 

MARSHA RULE, £squire, FPSC Legal Dlvlalon 

ROB VANDIVER, Esquire, FPSC Legal Division 

PRENTlCB P . PRUITT, Esquire, FPSC, Office of 
General counsel 

TOM BALLINGER, FPSC Electric and Gas Division 

JANB BRAND, VPSC Auditing and Financial Analysis 
Division 

JBNNIPIR HARVBY, PPSC Electric and Gas D1v1s1on 

JOS!P~ JBNKINS, PPSC Blectric and Gas D1v1s1on 

NINA MBRTA, PPSC Electric and Gas Dlv1s1on 

JAY REVELL, PPSC Electric and Gas D1v1a1on 

LEE ROMIG, PPSC Blectric and Gas Division 

BETH SALAK, PPSC Auditing and Financial Analy \ ls 
Division 

TIM SHEA, FPSC Blectric and Gas Dlvlsion 

JOHN SLEMKBWICZ, PPSC Electric and Gas D1v1a1on 

• * 

GOHIA AND ASSOCIATES 

\ 



y 

110 

I N 0 E X 

2 ISSUBS 

3 2 220 
3 222 

4 4 222 
21 149 

5 24 217 
26 128, 164 

6 27 128, 182 
28 128 

7 29 128 
30 129 

8 31 129 
32 129 

9 33 129 
34 134 

10 35 134 
36 143, 186 , 216 

II 37 143 
38 148 

12 39 148 
40 148 

13 41 148 
42 151 , 183 

14 43 151 
44 152, 186 

15 45 152 
46 152, 186 

16 47 152 
48 163 

17 49 163, 182, 186, 1 8 2 
so 187 

18 51 187 
52 187 

19 53 188 
54 188 

20 55 188 
56 189 

21 57 189 
58 189 

22 59 190 
60 190 

23 61 190 
62 190 

24 63 190, 195, 214 
64 1 J 4 

25 65 194, 197 
66 197 

GOHIA AND ASSOCIATES 



111 

67 197 
68 198 

2 69 198 
70 198 

3 71 198 
72 198 

4 73 198 
14 200 

5 75 200 
76 200 

6 77 200 
18 2~7 

7 79 207 
80 207 

8 81 207 
82 208 

9 83 208 
84 208 

IJ 85 208 
86 208 

II 81 208 
88 209 

12 89 210 
90 210 

13 91 210 
92 210 

14 93 210 
94 210 

15 95 212 
96 212 

16 97 212 
98 212 

17 99 212 
100 212 

18 101 212 
102 212 

I} 103 212 
104 212 

20 lOS 212 
106 212 

21 107 212 
108 212, 215 

22 109 215 
110 215 

23 111 215 
112 215 

24 

25 

GOHIA AND ASSOCIATES 



2 

) 

5 

6 

7 

8 

9 

10 

lJ 

12 

I) 

14 

i) 

16 

17 

18 

19 

20 

2 1 

2) 

2.4 

25 

P R 0 C E E 0 I N G S 

AFTERNOON SESSION 

MS. HARVBY: May I aake one comment. 
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CHAIRMAN WILSON: Well, I don't knov. What is 1t? 

MS. HARVEY: I'm not sure vhat you vant to do with 

this. But I just vant to make the comment that if you 

like the concept of phase out but don•t llke the way ve 

have ~one 1t, there are alternatives such as ordering 

them to file limited information say at the end of 1991 

so that ve could do a phase out. That i s just if the 

way ve phased it out bothers you. 

(Off the record) 

CHAIRMAN WILSON: Back on the rec ~rd. 

I tell you vhat bothers ae about the pha5e i n is 

this idea of having a rate base sort of fluctuate up 

and ~own 1s a little bit disturbing to me. If the 

Coapany, I aean to me the ideal situation vould be if 

the Coapany needs the power for Plant Scherer ~r needs 

that capacity that they be in a position to , when they 

need lt, purchase that capacity or power out of Scherer I 

and then we'll recover lt through purchased cost 

recovery or fuel adjustment or whatever, because that 

mechanism ls designed for fluctuations in power needs 

and coats that are in and out and can be recovered on 

that basis. Thla 1a a, lt aay be, it verges on be. ~g 
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unworkable. I von't flat say it's unworkable, but it 

jast looks so complicated that I don't see how it can 

work. And 1£ Gulf Power Company needs that capacity 

that's associated v1th Scherer, and I don't know what 

kind of arran;ement 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 coste, if they 

in fact have needed that power --

HS. HARVBY: So rather than recovering 1 t --

CHAIRMAN WILSON: Would be reflected 1n that 

fashion and not have the rate base fluct uating up a nd 

4ovn vith all the attendant confusion associated with 

that. 

COMMISSIONER GUNTER: That aakes a lot of een8e 

me. 
I 

MS. HARVEY: So y~u are proposing that rather than l 

recovering it through base rates that they 1n essence j 
I 

make a unit pover sale and purchase 1t from the~jelves j 

and recover it through fuel adjustment. 

CHAIRMAN WILSON: To ae 1t makes a lot more sense 

because you get tvo things 90ing on there, one is 

that they v1ll buy it vhen they need lt, which te a I 
concern I hear expressed by several Commieslonere here, I 
and the other is you've got a mechanism that in fact 1 

does fluctuate every six months where you true up and I 
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project and recover on a current ba~i~, that kind of 

mechanism would best reflect and accommodate the 

concerns that we have here. 

on the one hand you have got a plant that I'm not 

sure vhether anybody disagrees that it vas prudently 

purchased when they bought it. 

I think the understanding a~ folks knev about that 

vas that you sort of had the arrangement that vas a 

part and parcel of that purchase and the decision to 

purchase, and the prudency of it vas that off-system 

sales because then it wouldn't come to Cult Power's 

ratepayers until it vas in fact needed, and that vay 

everything vould converge at that point so that at the 

time that Gulf Pover 1 s ratepayers needed that oover it 

would be there and available and 1t would have been 

purchased at a reasonable co~t . 

And this business with Gulf States sort of threw 

things out of vhack . So nov you have convergence at 

the vrong tiae. And 1n order tc accom~odate that we 

see efforts just to sort of toss 1t 1n the rate base 

for a while and then lt comes back out. 

And there's something about that that bothers m~ a 

little bit or it bothers me a lot . So it seems to me 

approaching it as if it vere a unit pover sa l e to 

itself, and it would be passed through and they would 

GOHIA AND ASSOCIATES 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

11 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

115 

purchase it vh~n they needed it, ve would ~ee lt and 

revlev lt in fuel cost recovery or purcha~ed po~~r. 

Calculations would be much aore appropriate. 

I don't know whether that works or not. 

COMMISSIONER BEARD: I can tell you vhy I h~ve a 

problem. Gulf Power like the rest of Floridd is 

growing and adding consumers every yedr, is that not 

correct? 

MS. HARVB\: Yeah, they're growing. 

COMMISSIONER BEARD: And generally speaking 

demand, tota! demand is increasing every year. 

MS. HARVBY: That's right. 

COKKISSIONBR BEARD: Okay. And they are saying to 

me through the sal~s that they have done with Scherer 31 

that in 1995 to 2010 they don't need it, or they 

vouldn't have sold 1t during those time periods. 

MS. HARVBY: Well , they have said that they do 

1 
1t at this point that need capacity but that looking at 

it is aore cost effective to their customers to ~ell 

Scherer 3 and construct combustion turbines. 

COMMISSIONER BEARD: Which translates that they 

don ' t need for their ratepayers Scherer 3. 

COMMISSIONER EASLEY: Yeah, but vhat I hear the 

Chairman suggesting would seem to me 

COMMISSIONER BEARD: Well, I didn't get to f in ish 
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my point. 

COMMISSIONER SASLEY: I'm sorry, I thought you 

were through. 

COMMISSIONER BEARD: My point 1~ that why would I 

send a si9nal to the Company ~o bring th1~ 1n here 1n 

fuel adjustment or v herever as a unit power ~ale, 0kay, I 
that I look at, when 1n fact certainly 1n '95 t o 2010 I 
ve would not see in it that for~ becau~e 1t 1~n·t there 

to do. It's sold, and if you've got growth, why would 

I expect to see it before then? 

COMMISSIONER EASLEY: Nov? I 

CHAIRMAN WILSON: Yes, Commis~ioner. I 
I 

that I 
COMMISSIONER BEARD: Sorry, I'm do~e. 

COMMISSIONER EASLEY: Well, the othet s11e of 

ie maybe you don't say specifically unit power ~ale~ t o 

yourself, aaybe they vculd wind up doing to othe rs what 

vas done to them, that is they default o n the u n it 

pover sales cont ract due to their ovn need. I d vn't 

know, but it would s eem to ae --

CHAIRMAN WILSON: We definitely don't want to send 

that signal out. 
I 

COMMISSIONER EASLEY: Well, I'm just , there are I 
' 
I ways to , I under~tood that there vere vay~ t o break the l 

COhtract that were not strictly e~onom1c. I may I 
m1aunderetand that, but anyv~y, 1t would seem to me I 
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that if they had to buy unit power aalee to eatlefy 

their ovn need, they have deaonstrated the need, anj 

vhat I'a hearing everybody saying and what 1 eee in 

this ls that the need has not been deaonstrated. 

MS. HlRVBY: I think that 1£ we did lt that wdy, 

left it out of rate base and had them purchas~ from 

theaselves --

CHAIRMAN WILSON: I'm not saying we are BPr~oving 

anything like that at this point. 

MS. HlRVKY: That's right. 

CHAIRMAN WILSON: I'm just eay1ng, 1£ they needed 

that pover then the appropriate mechanism for it to be 

reflected anywhere, I would assume they wouldn't buy 

it if they didn't need it. 

MS. HARVEY: Well, I think that lt'e 

CHAIRMAN WILSON: Where we would eee lt ~ould be 

in that recovery clause. 

MS. HARVEY: I think that 1£ Scherer 3 wa5 not 

permitted into rate baee and they were to purcha5e 

63 megawatts froa Duke Pover, or vhoever, that the 

commission vould eay you've got a 20 percent reserve 

margin, why do you need 25. 

CHAIRMAN WILSON: Exactly. 

MS. HARVEY: And so ln looking at, 1£ they 

purchase froa themselves, I don't know 1£ other things 
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would be entered 1n to the equat ion, but I think that 

it is important to look at the decision-making process 

that they used vhen they acquired Scherer, and I think 

that, and this is my opinion, but I think that if they 

made prudent decisions all along the way, and ~omething 

crazy happened to load, you knov Pensacola blew up or 

soaething and they lost load, and all of a sudden 

they've got a 40 percent reserve margin which really 

looks iaprudent, but hov did Gulf Pover knov that that 

vould happen. 

I vould recomaend approval of the plant because 

Gulf Pover acted prudently every step of the vay and 

that's something that you look at vhen you ' re loo~ing 

at putting a plant into rate base. But vhen you' re 

looking at un i t pover sales, you look at right nov do 

they need it. And the ansver vould be no. And the 

question of vere they prudent in all of their actions, 

and the ansver vould be yee . So that's the pr ob lem I 

have. 

CHAIRMAN WILSON: I appreciate that, but I do n 't 

see, I don't see anything materially different between 1 

vhat I just sort of suggested and vhat you are looking 

at vith a ohaae out of Plant Scherer . 

MS. HARVEY: That's right . 

CHAIRMAN WILSON: If I adopt your comment that you 1 
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just ~a4e, vhat ve vould do is put a 100 percent of 

Gulf Power's portion of Scherer into the rate base, and 

UPS sales be daaned, because the cecision to make thdt 

vas pru4ent, it goes into rate base period. And you 

voul4n't have any of this phasing ln and phasing out 

baaed on UPS sales. What seems to be driving the rate 

base treataent, and I guess the prudence 1s the offset 

of UPS aalea, vhere the UPS sales offset 1t, then you 

put what ia left 1n the rate base, and vhere th~y don't 

you put aore 1n th~ rate base. And as UPS fluctuates 

rate base fluctuates. 

COMMISSIONER GUNTER: See that is part of my 

concern, Hr. Chairman, 1£ I aay. You knov, we, the 

commission had a hand 1n pushing Gulf, maybe a £.at, 

pushing Gulf to follov through v1th the purch~~e of 

Schere r 3, originally is vas Scherer 3 and 4, to ot fset l 

the construction of f~cilities at caryville. If 1t had l 

not been for th" unit pover sales, and that's one of 

those vhat-1£ things, the action of the Comm ission 

probably vould have been vhen it vas completed and 1t 

came on line it vould co~e in to rate base. 

HS. HARVEY: And they vould have been asking for 

212 instead of 63 megawatts. 

COMMIS&IONER GUNTER: And vould have just come 1n 

to rate base even though lt vould have put you 1n an 
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over-capacity eituatlon. But vhat compounded it and 

what created, hov we got to where ve are regardless of 

vhat created it, vas the unlt power piece. 

And there is vhere I would have a different 

situation, 1 vould have a different thought process if 1 

we said all right we lost that piece of the cont rac t, 

ve•re going to have this percentage £orevermore, this 

63 megawatts because it would make sense then to eay 

all right, nov, that 1~ there for the benefit of the 

customers pro~pect ! vely forevermore. 

But then we say, oh, no, huh - uh, ve ain't going to 

do that. We are just going to keep it for a little 

while and our reserve margins are sufficient that ve 
I 

really don't need it. But ve are only going to let the l 

ratepayers pay for lt for a little while and then it'e 1 

going back UPS, so we'll ju~t sell that off going dovn J 

I 

the road, but in the meantime while ve can't sel l 1t, 

the ratepayers should do that. 

I have a different -- there die tvo different 

scenarios, and that 1s sort of like, you knov, you vant l 

the big icing on the cake . If that 63 megawatts 1s 

going to be here from nov on I would have an entirely 

different problem than I do --

COMMISSIONER EASLEY: Demonstrated need. 

COMMISSIONER GUNTER: Well, if the 63 megavdt~ 3 , 
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lf they had lost it and the 63 megawatts was there . 

they had it, ve didn't find at the time period we wer~ 

party towards pushing them in to aake that purchase, I 
sense for 

1 

and we did, lt would aake a whole lot aore 

that to coae ~n the rate base, and I could swallow that 

a little better wlth klnd of a true up on the 

settleaent that they got with them, and then you just 

go forvard. You march. You've got that much capac ity 

and you go on forward. 

But the hooker Ieally comes, and I rea l ly don t 

knov hov to address it, the hooker really comes to say 

we'll put it in there and let the ratepaye rs euppvrt 1t 

I for 21 aonths, but then, oh, by the way we have 

contracted it avay. And during that 21 months, see 
I 
I 

there is two different scenarios, and during that 2t 

months there ls nothing to demonstrate ~hat it's needed · 
I 

for the benefit of the customers. Their own testimony 
1 

vas that reserve margine without that are approximately ! 

I 20 percent. 
I There's a school of thought, you know, somewhere 

betveen 15 and 25 is acceptable. I have seen c ompanies ! 

that 15 percent vas acceptable and v~ had a finding one 

time that somewhere around 20 to 25 percent wa~ 

acceptable. so I separate the two. 

I'm trying to explain my dil emma 1n trying to 
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think through lt to try and be fair to everybody, but 

1f ve were qolnq to keep lt from nov on, that 1t 

belonged to Gulf Power period, in the jurisdictional 

rate base, I vould have an entirely different problem 

than I do v1t~ that 1n and out, ln and out, and request 

recovery froa the ratepayers vhen they vere unable to 

sell lt. That doesn't even seem fair and doesn't make 

sense. And I don't knov hov to get around that. 

MS. HARVEY: My coaaent first i~ it's not going 

to benefit their customers until the Year 2010. That's 

vhen lt all comes back ln. 

COHMISSIONER GUNTER: Pardon. 

MS. HARVEY: It's not going to benefit their 

customers until the Year 2010, that la when it all 

comes back in. 

COMMISSIONER GUNTER: Yeah. 

MS. HARVBY: And clearly their load, ve ex ~ect 1t 

to grov and they vlll need it at that point. 

COMMISSIONER EASLEY: Just a velrd thought. Can 

it be structured in such a way that lf you left it 1n 

and they sold UPS, that the ratepayers would benefit 

from the UPS contract? 

COMMISSIONER GUNTER: When we get the total 

revenue. 

MR. JENKINS: I vould think that can be done . 
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COMMISSIONER EASLEY: On the theory that 1£ they 

are going to eopport the megawatts that they woul~ 

then, any UPS sales -- that's an 0ppos\te from a phase 

in, or a phaee out. 

CHAIRMAN WILSON: Are you talking about the 63 or 

are you talking about all of it? 

COMMISSIONER EASLEY: I don't knov. I '11 dea l 

with hov much of it I'm talking about when I find out 

whether I can talk about it. 

CHAIRMAN YILSmt : Well, I don't know whether you 

ought to b~ 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 EASLE\: That's an interesting 

thought, too. 

CHAIRMAN WILSON: It's not going to do you any 

good to bring 63 megawatts ln and eay you get al l the 

money froa thea. 

OOMMISSIONBR EASLEY: Benefits, lf there aren't 

any. 

CHAIRMAN WILSON: If you can't sell it. 

MS. RULE: 1 believe then you would be tal king 

about going back through fuel. 

COMMISSIONER BASLEY: 1 beg your pardon. 

HS. RULE: You would flow it back through fuel ? 
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COMMISSIONER EASLEY: I ~on't know. I am asking 

a vhat-1£, v1ld, velrd thought from somebody. 

CHAIRMAN WILSON: I think all of ue ar~ trying to 

~rav some logic out of thle situation because it --

COMMISSIONER EASLEY: If you could make the rate 

base fluctuate in or~er to phase it out --

CHAI:~MAM WILSON: It ~oeen 't exact 1 y make sense, 

any of it. 

COMMISSIONER OUNTER: Well, let me --

CHAIRMAN WILBON: From one standpoint, vou•ve got 

an investment, and you have got a plant out h~re, that 

sucker is either ln the rate ba3e or it isn't, and the • 

idea that it can kind of truck along out of the rate 

base, and then sort of vhen you need to 1t drops in the • 

rate base an~ then all of a sudden it's back out of t he • 

rate base and goes on and on , and it doesn't have 

anything to do vitn need of cut~tomere and this, that 

and the other. 
I 

It's conceptually a little ~lfficult to deal with, J 

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 hert that 

makes the whole thing make eenee . 

COMMISSIONER GUNTER: Well, there's an interesting 

thing, and the testiaony by the gentleman from Southern ! 
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Company whose has gone on to bigger and better thi ngs 

but vaa there aur1ng the time period this vas sold , I 

voul~ have one coaaent and then a concern The comment j 

that vas really stressed on ls that lt did requ i re j 

approval of the operating company, and the operating 

coapany vas signatured to the c ontract. If ln fact ve 

had v1th1n the record, it ve had the data to include 

the whole Oulf portion, I don't believe that t l.at is : n I 
there. That would be a concern, the w~ole porti on , but 

we do have that in f or the 63 megawatts. He~hanically 

I think a review of the -- do we have the UPS contract 

in the record? 

COMMISSIONER EASLEY: 1 thought b O. 

MS. HARVEY: I don't think ve have the actual 

contract. 

COKKISSIONER GUN~ER: Do we have a copy of the 

contract? 

MS. HARVEY: We probably have copies , but I don't 

think 1n the record . 

COMMISSIONER GUNTER: Okay. But 1£ you had had 

the copy in the record, a copy of the contract in the 

record you could have imputed the revenue, yo u cou ld 

have imputed the total amount, whatever amount of the 

plant, whether it vas the whole 25 percent or the 63 

megawatts, and then had an imputation of the revenue 
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streaa, the total revenue stream, and calculated your 

revenue requirements with that piece in it, an~ then 

impute the reven ue on the revenue stream according t o 

the contract. 

Hall, 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 

Coapany, I don't knov hov that aoney flovs, but 1t you 

r eceived lt from Souther n Company vould you Just impute 

lt as if the Compa ny got that revenue, that vould be a 

aake-vhole and satisfy everybody go1r.g dovn the road. 

The Coapany would probably figure the devi l out of that ! 

one. 

MR. JENKINS: That 1s similar to vhat ve did 1n 

'85 for TBCO Big Bend 

COMMISSIONER GUNTER: TECO, v1th that ramp down on 

the --that's exactly vhat I vas thinking abo ut. We 

gave them the opportunity to continue those sales to 

Pover and Light. Where did it go, 75 down to 25 and 

finally zero, originally. 

MR. JENKINS: There ve imputed I believe at the 

GSD or GSLD rate, demand charge. 

COKHISSIONBR GUNTER: This one vould be easier t o 

do, Joe, in that you would have actually the figures in 
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• the contract. If you had the figures in the contract, 

2 that 1aputation of that revenue would not b~ too 

3 difficult at all to do, 1£ that was in the recor d fo r 

4 us to make the 1aputat1on on. 

5 CHAIRMAN WILSON: Do you want to temporarily pa~3 

6 that one? 

7 COMHlSSIONBR OUNTIR: Mr. Ch~1rman, why don't we 

8 TP this for a short while and see 1£ we do have, do a 

9 quick look, have aoaebody do a quick look and see 1£ 

10 that contract la ln. Coaa1ss1oner Easley came up with 

1 I a gea of an idea and aee if there vas any reference 

17 aade to the entire 25 percent of the Scherer capacity. 

I J Will you get soaebody to do that? 

14 COKHISSIONBR SASLEY: Do ~e need to tak~ a break 

15 so aoaebody can do that? 

16 COKHISSIONBR BBARD: No, we need to keep moving. 

17 COMMISSIONER GUNTER: Is there anybody that can 

18 do that? You've got all the lawyers up he~e that are 

19 working in there. 

70 MR. VANDIVER: We ' ll have soae folks look through 

11 the record, Coma1ssioner Gunter. 

22 COMMISSIONER GUNTER: Pardon? 

23 MR. VANDIVER: We'll have sooe folks l C' '>k through ' 

24 the record and ve'll get back vith you all on this 

25 issue. 
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CHAI~HAN WILSON: We won't be doing Is~ue 27 then 

either, v111 ve? That doe~ the do~lare. Let me ask a 

real quick question here . I'm looking at Public 

counsel's position, they don't have, I don't ~ee the I 

IIC offset there. 

KR. ROMIG: That i~ correct. 

CHAIRMAN WILSON: And there i~ a revenue side to 

this. 

KR. ROHIG: That'8 right. 

CHAI RMAN WILSON: If the adjustment~ vete 

approp:iately calculated, it vould include that item . 

HR. ROMIG: It would include the 1tem. 

CHAIRMAN WILSON: We'll paee Items 26 and 27. 

HR. ROMIG: That's consistent vith the treatment 

ve accorded Schere r in t~e interim. 

CHAIRMAN WILSON: Right. 

COMMISSIONER GUNTER: Hove 28. 

CHAIRMAN WILSON: 28? 

MS HARVEY: Should ve come back vith it? When 

should ve coae back v1th it? Whenever ve're ready with 

1t? 

CHAIRMAN WILSON: Yee. 

28. Staff pos1t1on v1thout objection. 

79. 

C~MMISSIONER GUNTER: Hov~ it. 
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CHAIRHA~ WILSO~: Staff without objection. 

30. 

COMMISSIONER EASLEY: Staff 

COMMISSIONER GUNTER : Yeah. 

CHAIRMAN WILSON: Staff without objection. 

31. 

COMMISSIONER GUNTER: Hove it. 

CHAIRMAN WILSON: All right . Staff without 

objection. 

CHAIRMAN WILEON: 32 

COMMISSIONER EASLEY: Staff 

COMMISSIONER GUNTER: Hove it. 

CHAIRMAN WILSO~: Staff po8it1on wi thout 

objection . 

Item 33. 

COMMISSIONER GUNTER: I would move eta££'5 

recommendation on Item 33~ Hr. Chairman. went back 

and reviewed thle ~ and I couldn't find ~ny, any 

justification for an adjustment. I read eome opinion 

but I couldn't see anything other than that . 

CHAIRHA~ WI LSON: Well, ae 1 understand the 

analysis of the H&S account, it shove ~ growth from 

year to year . 

HR . ROMIG: What 1t 1e on the H&S, I took the 

amount included in vork1ng capital, which is 
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32,403,000. I backe~ out the OPC's adjustment of 

2,307,000, vh1ch gave me an adjusted balance of 

30,096,000. I then compared that to 1989 actual which 
I 

was 31,000,000. So I said, va1t a minute. They didn't ! 

allov for any grovth whatsoever for 1990, 1f you made , 

I the adj~stment as proposed by Office of Public Counsel. 
1 

CHAIRMAN WILSON: And the reason that you would 

expect growth is vhat? 

HR. ROHIG: Well, normal increase, you've got the 

customers, you've got the increase in the plant, just 

the normal operating expenses of the Company . 

CHAIRMAN WILSON: Is that the kind of progression 

that you voul~ expect to see? I mean I know this isn't ) 

part of the record or anything, but, you know, I reao I 

magazines and vatch the neva, and I see large companies 

using computer controlled inventory methods which in 

fact reduce the amount of materials and supplies they 

need to have on ha~d at any given time because the y can l 

cut dovn on the amount of lead time they need to get 

supplies in so they can in fact operate on a tlght~r 

uaterlals inventory than they had previously which 

vould be a factor I think that would mitigate agains~ a 

constant increase every year. 

MR. ROMIG: Well , I vent back and looked at the, 

ljke '84 through '90, and in each one of those ye~rs 
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there's a constant increase. 

CHAIRMAN WILSON: I'm not saying there wasn't a 

constant increase. What I'm a~king you ie should there 

be a constant increase vhen you have the ability to do 

better inventory control vith computer models and wi th 

coaputer connections vith your supplier~ so t~ey can be 

aware on a timely basis of vhat kind of materials and 

~upplies you need so that you don't need to etock s1x 

months vorth of an item if you can order 1t from 

a cmebody and get it in there in three days. There is 

no reason to have three Donths of it sitting there . 

COMMISSIONER BEARD: You have a teat year. If 

you are going to build a grovth 1n a te~t year for 

mater ials and supplie~, you need to build grovth ln the 

revenue because those additional custoaer~ pay money. 

It bothers me a little b1t to begin projecting for the 

future years qrovth. 

KR. ROMIG: What ve are do1ng here for 1990 is 

looking at 1990 as a year just like in all thelr other 

working capital requirements, their plant, their 

revenues, their O'M ftxpen~es and so forth as opposed to 

singling out --

COMMISSIONER GUNTER: Hr. Chairman, if I may, one 

of the reasons that I moved to , and this vas again 

going back, it's always easier to try these cases when 
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they are over than they are vhen they ar~ going 

forvar4s. But in the peculiar nature of ut1l i t1ee, 

probably aore electric utllltlee than other ones that 

ve have, aaybe ve have the eaae claeeif!~atlon in the 

case, and I tried to think back about th1~, because I 

vae a little concerned about escalation ln the growth 

of aater1als and supplies, one of the things that ve 

have to do, ve have to find out what the nature of 

those aater1als and supplies are. 

I can 90 back to think about a case where the 

decay heat pump on a nuclear plant that we fined a 

co11pany because they didn't have a decay heat pump 

there. We dlnged them what? About a half a million 

dollars. 

CHAIRMAN WILSON: And that le because once ycu 

order a nev replaceaent for a decay heat pump 1t takes 

you about, I don't remember vhat it vas. 

COMMISSIONBR GUNTER: A good long while. 

CHAIRMAN WILSON: At least a year or a year and a 

half to build the damned thing, eo you're foolish to 

operate a plant without having that kind of a 

replacement part. 

COMhiSSIONER GUNTER: And ~ee that's kind of where
1 

I coae from le ln the teetlaony in the record, we 

didn't have that kind of an ~valuation 1n vhere the 
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/ 

replacement val. We didn't do that kind of analysis. 

I don't disagree vith you philosophically that that le 

a place to really squinch up and tighten aoney . 

I recall one tiae I had a job of saying ve've got 

to cut expenses. And I valked around, and lt eounds 

like a nit, but every secretary had a big o!d double 

cabinet full of office supplies, and ve did a~ay with 

that and ve gave thea vhat they needed right there 

during that time period and ve saved literally 

thousands of dollars , or ve 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 l didn't see any evidence t n the 

proceeding of vhat kinds of inventor y, vhat is there, 

vhere is 1t placed in order to meet the demands of 

rap1~ response to outages and those kinde of things. 

There is where I vas troubled about trying to wr i nk l e 

with it too much, because I didn't know vhat I was 

wrinkling with. 

I'm just being honest vith you. Hell, like I say, 

it's easier to think about questions you should have 

asked at the time. 

COHMISSIOt•ER BBARD: Move staff. 

COKHISSIOMBR GUNTER: Than where you were 

previously. 

OOHIA AND ASSOCIATES 



2 

3 

6 

8 

10 

11 

1'} 

1.} 

14 

1 s 

16 

1 7 

1(:! 

19 

:'0 

71 

134 

MR. ROMIG: I stand to be corrected on this, but I 

1 think vhen •anage•ent studies goes out and does their I 

management audits that this is one of the areas that 

they do in fact 9~t into, like you vere referring to 

about the coaputexlzed ordering and so forth. 

COMMISSIONER GUNTER : I vould still move eta££. 

COKHISSIONBR EASLBY: Second. 

COMMISSIONER GUNTER: I don't have any reason 

otherwise, except intuition. 

CHAIRMAN WILSON: Well, I think that I would vote 

to leave it level where it va~ . 

Anyway, Item 34. 

COMMISSIONER GUNTER: I don't see any teaeon -­

COMKISSIONIR lASLEY: Move staff. 

CHAIRMAN WILSON: All right. Staff recommendati on 

on Itea 34 without objectio~. 

Item 35. 

COMMISSIONER GUNTER: Hr. Chairman, here is one I 

do have a pxoble• vith. We discussed caryville 

previously, vas that if you go back and think about the 

history of caryville, they vere at the point of 

building a power plant, and at thdt time, you knov, 

aaterials vere being delivered and contracts vere being 

entered into and certainly there has been a geolog ical I 
study of the ability of the place at that time to 
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support a power plant, and somebody was crazy for 

starting conatructlon of one 1f they didn't have t h&t. 

We coae along ten years later and we do a~other 

one, and there is not any evidence that th~re 1s going 

to be a geoloqical, you know, when we are going to do 

1t and would another study be required down the road. 

Unless folks know something, and could come demonstrate 

that in fact there vas a need even 1n an intermediate 

tiae period to have this to build a power plant, with 

the history that this place has got, I can 't support 

the expendi ture. 1 don't think the geology of it 

changed since the last time it vas done 1n preparation 

for building the previous f1c1lity. 

COMMISSIONER EASLEY: Could staff comment on th1s? 

Is this something that was reQuired? 

MR. R~VELL: This is the ~r1g1nal. Th1s is not a 

nev study. This is the orig inal study. 

COMMISSIONER GUNTER: This is t~e original study 

that vas done vhen? 

HR. REVELL: Several years ago, ! don't know. 

I'll have to look that up. 

COMMISSIONER GUNTER: Prior to the construction, 

prior to beginning construct ion. 

MR. REVELL: Prior to the original beginning of 

construction. 
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COMMISSIONER EASLEY: SubseQuent to the l ast rate 1 

case, is that the problem? 

KR. REVELL: Yes, it vas before then I think. 

CHAIRMAN WILSON: Wait a minute. It va5 before 

the last rate case? 

MR. ROMIG: It vas in the last rate case. 

MR. REVELL: All this vas included ln the last 

rate caee. 

COMMISSIONER EASLBY: This vas vhat ln the last 

rate case? 

MR. REVELL: Thle vas included a nd a l l owed in the 

last rate case. The construction 

COMMISSIONER EASLEY: Wait a minute. Hov many 

times do ve pay for this? 

MR. REVELL: Well, this ls a - -

CHAIRMAN WILSON: Is this a deprectated numoer ? 

COMMISSIONER EASLEY: A pro-rated number. 

MR . REVELL: No, I don't think so , I think that ~ s 
1 

the original price. 

CHAIRMAN WILSON: You mean 6692,00 0 vorth of a 

study which had been capitalized hae been sitting there 
I 

this time and has not been depreciated or amor t ized o r I 
anything? 

COMMISSIONER EASLEY: Is th1e the remaining 

balance? 
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CHAIRMAN WILSON: That's vhat I'a asklnq for. 

MR. RBVILL: I think this 18 the amount that is 

included v1th the land and the land is not depreciable. 

CHAIRMAN WILSON: Yeah, but a subsurface etudy in 

land 

COMMISSIONER GUNTER: If you've qot a piece vf 

land, if you've qot a piece of real property out there 

and you build something on it, everything necessary to 

build it, the labor and all of the permtttlng and 

whatever you ha ve got to do 

MR. RBVBLL: That vas the rationale for including 

tbie. 

COMMISSIONER GUNTBR: Well, lf t hat's the or1q1nal 

study that vas done, and that subsurface study ~o~ld 

have been done probably ln the '70s, there should be 

some amortization of that capitalized ltem. That 1 ~ 

not land. 

COKHISSIONBR EASLEY: I hope t t 1 ts not lar1d. 

MR. R&VBLL: We ' re checking into lt. 

COMMISSIONBR EASLEY: Could ve come back to that? 

MR. SLSHXEWICZ: I think vhat may have happened 

wlth this, if memory serves ae correctly, is that lt 

vas put in~o a deferred account pendlnq them qoinq 

forward v1th caryville at some future tlme, a~d that at 

that point in t1ae that cost vould be aaort1zed once a 
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unlt ls coapleted at caryville. 

COMMISSIONER EASLEY: So they didn't -- it ~ay 

have been put in there but they ~idn't re c over on 1t. 

CHAIRMAN WILSON: They have been earning a return 

on it. 

KR. SLEHKEWICZ: They have been earning a return 

on lt, becauce \t's been in rate base as a de ferred, 

some type of a deferred debit, I believe. 

COMMISSIONER EASLBY: Is there any vay to kn vw how 

much of it they have earned aoney on? 

CHAIRMAN WILSON: All of it. 

COMMISSIONER EASLEY: All of 1t. Well, I mean, 

you knov --

CHAIRMAN WILSON: That amount has been constant 

since the aoaent it vent ln. Is that right? 

KR. SLBHKEWlCZ: That ls correct. 

COMMISSIONER GUNTER: Well, wouldn't it be 

appropriate accounting treatment to allow that item to 

be aaortized over soae tiae period? 

HR. SLBMXEWICZ: Yes, ve could do that. 

COMMISSIONER GUNTER: And then it's, it would be 

just like if they had built the plant this would have 

been included in the price of building the plant . 

MR. SLBMK£WICZ: That is correct. 

CHAIRMAN WILSON: And lt vould have been 
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depreciated. 

COMHISSIONEP GUNTER: That vould have been 

depreciated. 

CHAIRMAN WILSON: I aean thle 1e not the kind of 

thinq that ought to be treated like land vhere it's 

never depreciated. 

MR. SLBKKBWICZ: Right , at some future -­

CHAIRMAN WILSON: It's just been deferred to the 

point that you begin depreciating it. 

that? 

MR. SLEMKEWICZ: Right. 

CHAIRMAN WILSON: But ve've had nov many years o f 

MR. SLEHXEWICZ: That's six years. 

CHAIRMAN WILSON: Okay, a fev, yeah, too many. 

COMMISSIONER GUNTER: It should have been-- Hr. 

Chairaan, I move staff's recommendation v1th the 

modification that ve --

CHAIRMAN WILSON: Well, ve reaove it from r ~t e 

base. 

MR. SLEKKEWICZ: Well, you vould et111 leave thP 

CHAIRMAN WILSON: And ve vould decide hov to treat 1 

it, vhich vould be to amortize it over the next 10 

years. 

HR. SLEHKEWICZ: You vould etill leave 1t in rate 
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base however; but the aaount voul~ change 1£ ve put one 

year's worth of amortization 1n the te~t year expenses, 

an~ then ve voul~ a~just the 692,000, or 1£, ag31n on 

average, if you plcke~ a ten-year period to amortize it 

ve coul~ eay on average ve'll just leave half of it 1n 

rate base or, I mean there's a lot of different 

scenarios that you could vork under. 

COMMISSIONER EASLEY: I don't even knov hov to dSk 

1t. 

Should ve consider the fact that l CHAIRMAN WILSON: 

this has earned a return for the last si x years? 

COHMISSIONBR EASLFY: Thank you. Yeah, and hov 

ve ~o that? 

CHAIRMAN WILSON: As some sort of offset or 

something . 

COMMISSIONER BASLBY: T think that is vhat I vas 

trying to get to, it see•s like an 

CHAIRMAN WILSON : It seems to •e like an item like 

this, 1£ the reason that it vas put in the vay it vas, 

vas in conte•plation that vlthin a relatively short 

period of time you vould have a plant constructed there • 

an~ then this would go into capita: accounts that wou l d l 

be depreciated that 1t voul~ not sit here like this for 

six or eight years, an~ aa it's been, as it vas 

6Upposed to be treated for another 10 years to be 
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unaaortized. 

MR. SLEKKEWICZ: Of course, I thlnk t~e rationale 

vas that because it vas vork done on the land and . t's 

that subsurface study that it vas more directly tied t o l 

vhatever happened to the land and that until some unite 

vere constructed there that it vas going to be treated 

as thou9h it vere a piece of land, ae a cost of the 

land, because it vas to evaluate the suitability of 

that land. 

COHHISSIONER EASLEY: They are say ~ng the v~lue of 

an onqoinq result of a study attaches to the land, the 

value does. 

KR. SLBKKEWICZ: Right. 

COKHISSIONBR 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 tt. 

HR. SLEKKEWICZ: I believe that is the rationale 

that vas used eo defer this in the first place. 

COMMISSIONER GUNTER: Mr. Chairman, s~ that we can l 

aove on, I just move that ve mod i fy staff's 

recot•endation that the cost vould remain ~n the rate 

base and be amortized over a 10-year ~eriod. 

CHAIRMAN WILSON: All right. Nov, vhat would be 
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the unaaort1ze~ balance that voul~ go in at thi~ 

point? What --

MR. SLBHXEWICZ: If we are going to amortize 1t 

over 10 years, it's basically $69,000 a year, and the 

effect on the rate base would be to re~uce that 692,000 

by about 835,000, because 1t woul~ only be like one 

half of the yearly amortization. A l J-aonth average of 

a 12-aonth number 1s one half of that number. 

CHAIRMAH WILSON: Yeah. 

COMMISSIONER B3ARD: I need you to bala nce my 

check book. 

CHAIRMAN WILSON: I understand. 

MR. SLBMKBWICZ: That ls the way that the math 

works on that . 

COMMISSIONER BBARD: Well, that doesn't work for 

me, okay. Nov, you have got to flqure this in the rate 

base, the total coat of the study. 

MR. SLBMKEWICZ: Th&t 1s correct . 

COMHIS8IONBR BEARD: You are going to amortize 

that over 10 years. 

MR. SLBHXBWICZ: That 1a correct. 

COKMISSIONBR BEARD: The net effect for the period ! 

should be approximately one tenth of that amount for an 

expense in each of those 10 years. 

MR. SLEMKBWICZ: Except on the rate base side you 
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are talking about the 13-aonth average. 

COMMISSIONER BEARD: So I take that 

MR. SLEKKEWICZ: so you are amortizing 1t on a 

monthly basis over the year , so therefore the 13-month 

av~cage effect is essentially one half of the $69,000; 

that is the rate base effect. 

COMMISSIONER BEARD: I've got you. I 

m1sundersto~ vhat you said earlier. 

MR. SLEKKEWICZ: The expense effect is 69 , 000. 

COMMISSIONER BIARD: Okay, you scared me for a 

ainute there. 

CHAIRMAN WILSON: All right. Whatever. 

COMMISSIONER BBARD: I need to only do one thing. 

I generally, given that carry caryville 1a staying in, 

I think that is an acceptable option, but that doesn't 

change my option ~rom the earlier one. 

CHAIRMAN WILSON: Sure. 

COMMISSIONBR GUNTER: I understand. 

COMMISSlONBR EASLEY: I'll second the motion. 

CHAIRMAN WILSON: All right, v1th that 

modification then. 

MR. VANDIVBR: 36 ve valt 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? 

COHHISSIONBR GUNTER: No, the study was completed 

way back vhen. This is retroactive ratemak1ng . 

Bverythlnq ve do is pro3pectlve. 

HR. PALBCKI: so ve are aaortlzlng 1t from today. 

COMMISSIONER GUNTER: Yeah, you can't go ba~k and 

retroactively do that. 

MR. PALECKI: Froa the date of the order. 

MR. SLEKKEWICZ: A full year's w~rth of 

aaort1zat1on vlll be reflected 1n the 1990 teet period. 

COMMISSIONER GUNTER: That ls correct. 

HR. SLEMXEWICZ: The actual booking v1ll be 

different, but for test period purposes, t hat's the 

way it vorks. 

COMMISSIONER GUNTER: Issue 37. 

CHAIRMAN WILSON: Issue 37. 

COMMISSIONER GUNTgR: I vant to tell you vhat, 

you can read cost of capital analysis testimvny, and 

that testiaony is something like a Plastic Man com! c 

Book for those of you that are old enough to remember 

that. And this 1s almost, you could pick anything 

between 11 and 15.6 I think, in reading e ve rybody' s 

end-up pobltlons and assuapt1ons and vhat ha ve you ~ hat 

vent in to 1t. That 1s the amazing part o f s aying that 

\t's, I wouldn't say lt's lnvalld, but it's just, 
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vhatevet aasumptlon you pick, you plug those assumption 

nuabera into a ao~el an~ get, there's your results. 

Hr. Chairaan, in light of vhere ~e have b~~n on 

prevluus caaes, on companies of coaparable risk bond 

rating• and vhat have you, I'a not uncomfortable v1th 

the recoaaendat1on that Hr. Seery put forth, vas 

rounded up in the recoamendat1cu on Iseue 37. 

COKKISSIONBR EASLEY: That is a move for staff? 

COMMISSIONER GUNTER: Uh-huh. 

COMHISSIONBR BASLEY: Second. 

CHAIRMAN WILSON: Commissioner, any comment? 

COMMISSIONER GUNTER: Anybody vant some 

alternative? 

CHAIRMAN WILSON: Hy oplnlon 1s the c~st of 

capital 1s probably closer to 12.8 than lt ls to 12.3, 

but I have been on the losing end of that vote a number 

of tiaes. 

COMMISSIONER GUNTER: Well, 1t'e k l nd of a 

judqaental thing. 

CHAIRMAN WILSON: Sure. 

COMMISSIONER GUNTER: I'll listen to arguaent. 

I 'll be honest vith you. I came, this is the piece, 

that Hr. Stiles came in the office this morning and I 

caae in at 7:15 and vas sitting 1n there and I vanted 

to see 1£ I could glean any more, and trying to tak e 
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something based on the record of hov to get there from 

here. 

COMMISSIONER BEARD: I'm a little uncomfo!table 

at that figure to be honest vlth you. we have done 

12.8 on some companies that vould 1n my opinion be more 

risky than this Coapany, bu t that's a pretty good jump 

to 12.25 for ae. 

COMMISSIONER GUNTER: Cut the difference? 

COKKISSIONIR BBARD: The difference vould be? 

COMMISSIONER GUNTER: 12.55 

CHAIRMAN WILSON: 12.5, 12 . 55. 

CO"HISSIONER GUNTER: Yeah. 

COKHISSIONBR BEARD: That voul~ be more livable. 

COKKISSIONBR GUNTER : I vould except that. 

COKKISSIONBR BEARD: Would that make you happier? 

COMMISSIONER GUNTER: I'll v1thdrav 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 guese to me 12 . 55 vould be 

r6!at1vely consistent vith 12.8 for a telephone 

CoDpany, and 1 understand that you probably think they 

aay need to be a llttle hlgher than that but that le 

the vay ve came out. I vould have d1fflcu!ty --

CHAIRMAN WILSON: Many telephone companies are 
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around 13 actually. 

COMMISSIONBR BBA.RD: I knoY . Your option is that 

there's particularly tYo votes for 12 . 25. 

CHAIRMAN WILSON: Yes. Is that a substitute 

motion that you've aade for 12.55? 

COMMISSIONER BEARD: Yes. 

COMMISSIONER GUNTER: You Yant to pass the gave l 

and aake a aot1on? 

CHAIRMAN WILSON: I don't think it You ld 1et 

anywhere based on the discussi on I'v~ been hearing. 

Is there a d1saqreeaent for 12.55? 

COMMISSIONER GUNTBR: I'll second that 12.55. 

CHAIRMAN WILSON: All right . 12 .55 has been 

aoved and seconded. All 1n favor say aye . 

Opposed. 

COKHISSIONBR EASLEY: Is that 5 or 55? 

CHAIRMAN WILSON: 55. 

MR. VANDIVER: coaaiss1onere, Item No. 38 1s 

another one of those judgment calls. The position~ of 

the parties vere inadvertently omitted from the staff's 

discussion, and 1t ' a nov being handed out to you. The 

issue here 1s a1saanagement . 

COMMISSIONER GUNTER: Could Ye slip on or TP this 

one and co~e back after ve've had a chance to r ead 1t 

and think about 1t? We'll have a break time befor e we 
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CHAIRMAN WILSON: Okay, Ye'l ~ come back to Issue 

No. 38 . 

Let's do Issue No. 39. 

COMMISSIONER BEARD: Stipulated. 

CHAIRMAN WILSON: Stipulate~, that' ~ right. 

COKHISSIONBR GUNTER: Hove it. 

CHAIRMAN WILSON: Issue 40. 

COMMISSIONBR GUNTER: Move it. 

COMMISSIONER BEARD: Hove lt. 

CHAI~KAN WI LSON: Nov, that is removing --

COKHISSIONBR GUNTER: The non -uti lity investments. 

CHAIRMAN WILSON: What does that include? 

MS. SALAK: A lot of 1t has to do Yith the 

appliance business, the aajorlty of that. 

CHAIRMAN WILSON: All right. This is sod farm and l 

appliance sales. 

MS. SALAK: Uh-huh. 

CHAIRMAN WILSON: Non- utility business. 

HS. SALAK: Sod falm, right. 

CHAIRMAN WILSON: All right. Staff recommendati on 

on Issue 40. 

Issue 41. Comaissioners, I'm going to have to 

disagree with vhat staff has recommended here. It's my 

opinion that temporary cash investments probably ought 
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to be reaoved pro rata from the capital -­

COMMISSIONER GUNTKR: Pro rata across al ' sources 

of capital. 

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 1t. 

CHAIRMAN WILSON: You move that. Any objectlrn 

that? 

to j 
I 

COMMISSIONER GUNTER: I think st~ff vanted to 

coaaent on lt . Old you want to comment on that? 

HS. SALAK: I vas just going to say this is the 

fllpelde of 1eeue 21. What 1s troublesome to staff or 

at least vhat 1s troublesome to me is hov much burden 

of proof there should be. Do you llke the concept or 

do you agree vlth the concept that 1£ a utility can 

prove that teaporary =ash investments are required for 

utility service that lt should be included 1n rdte base 

vlth teaporary cash lnvestaents being offset? 

CHAIRMAN WILSON : Well, 1£ it's not utility 

service, what is lt? I aean I can see vhere a sod farm 

is not utility-related service, and I can see vhere 

appliance sales ls not utility related or orange grove~ 

or whatever, but, unless they are a bank, I'm not sure 

how you get there vlth temporary cash investments. 
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HS. SALAK: I guess ay question is aore the 

flipside, if they can shov that a cash balance is 

prudent, that it should be included, do you believe 

-- it's aore of a policy vhere ve should go forvard. 

Should ve pursue, if they can shov that cash is 

necessary for the provision of service, and a certain 

cash balance should be there, that ve should be 

including lt? 

CHAIRMAN WILSON: Uh-huh. 

MS. SALAK: so I guess on Issue 21 basically we 

are saying, vell, $6 million aay be a reasonable 

aaount, however, they did not prove their burden of 

proof that it should be included in rate bae~. 

And this is the flipslde of that. Well, if they 

didn't prove their burden of proof, that they shou l d be 

included 1n rate base, and was nece3sary for the 

provision of utility service, then maybe it should be 

coaing out of equity, either becauee it's not r rudent 

cash aanagement or becauee those temporary cash 

investments could have been used to draw down their 

equity or whatever. It's just the flipside and 1t '3 

aore of vhere ve should be going from a policy 

standpoint. 

CHAIRMAN WILSON: Well, I don't think that that 

necessarily follows. I can ~ee where a company makes a 
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risky investaent or an investment that 1e totally non ­

utility related, like a sod fara, and I think the r1ek 

of that ought to be borne by the stockholders of the 

coapany. They can take a hundred percent out of 

equity. But 1 don't, I aa not making that logical jump 

of teaporary cash investment. 

COHMISSIONBR GUNTER: See, one of the things, your 

recoaaendation, only a piece of your recoaaen6at1on is 

not being adopted. And I go to 21, ~nd maybe you say 

it's a complete flipeide, but there's a deci s ion ae to 

vhere it vould be reaoved froa. Not that it vould not 

be, it's not just straight from equity. Yes, you 

should, it should coae from all sources, and I am 

having trouble seeing vhere 21 is the fllpslde of 41 . 

MS. SALAK: It only is in the sense of burde n of 

proof. That 1a the only flipeide o f it that I vas 

trying to get at. 

COMMISSIONER GUNTER: Okay. 

CHAIRMAN WILSON: All right. The recommend~t1 on 

is that it be removed pro r ata. 

CHAIRMAN WILSON: Issue 42. 

MS. BRAND: Coamiesioners, Issues 42 ~nd 43 may be 1 

affected b) your decision on whether to l eave Plant 

Scherer in rate base or to remove it. 

CHAIRMAN WILSON: All right. Then let's - -
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COMMISSIONER EASLEY: Well, are they true fallou t 

positions, true fallout numbers? 

MS. BRAND : As the recommendation i e , it is going 

alon9 v1th the staff's recoaaendation of removing the -

-excuse ae, of leavin9 Plant Scherer ln rate base. 

COMMISSIONER EASLEY: So there's just and impact. 

It's not a true fallout number as ~uch. 

MS. BRAND: That is correct. 

COMMISSIONER BASLEY: Okay. 

COKKISSIONBR GUNTER: Issue 44 is a fallout item. 

CHAIRMAN WILSON: Related to 38. 

45. 

COMMISSIONER EASLEY: I move ecaff. 

CHAIRMAN WILSON: Staff v1thout objection. 

All r19ht NOI. 46 is a fallout . 

COMHISSIONBR GUNTER: 47. 

CHAIRMAN WILSON: 47. 

CHAIRMAN WILSON: Do you vant to take a fev 

minutes and read that aaterial? 

COMMISSIONER GUNTER: I vould sure like to , Hr. 

Cha1raan. 

CHAIRMAN WILSON: L~t's take five m1nutee ~ nd do 

that. 

(Recess) 

CHAIRMAN WILSON: Let's go back to issue 38. 
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MR. VANDIVER: Comaissioners, this ls the 

mlsaanageaent issue. I think it nee~s to be ~plit into 

several partts . First, you nee~ to ~etermlne whether or 

not alsaanageaent existe~. Staff has said yes, it did 

batse~ on tvv indepen~ent groun~s, Hr. Horton's 

activities an~ the failure of upper management to take 

action relative to Mr. Horton. 

If you ansver no to that Question the rest of the 

recoaaendation ia aoot. 

CHAIRMAN WILSON: Woul~ the actions relating to 

the video tape knovn as Top Gun, the T-Shlrts with the 

Ghost Buatera, the Goo~ Cents incent ive that was not 

awarded to the Goo~ Cents Incentive Program, the 

co .. erclal building that didn't receive an award that 

got awards froa the USDOB an~ the Governor's Energy 

Office, and would ~hose things also relate to 

management? 

HR. VANDIVER: You coul~ argue that, ye:s, sir. 

COMMISSIONER BEARD: Well, having just ~ooked at, 

I guess it's the first page of Gulf's brief and eummary l 

poalt1on, there's a sentence that just leaps off the 

page, "The uncontra~icted ev1~ence in the record is 

that aanagement acted promptly and decisively to 

uncover an~ eliminate the vrong~oing." I must hdve 

be~n ln a different hearing. 
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MR. VANDIVER: I don't agree wlth that ~tatement. 

COMMISSIONER BEARD: I mean whether you ~elleve 

the contra41ct1on, there vas significant contradiction 

to that. I must have been at soae other hearing vhen 

that vaa going on, and I, I'll make lt simple. I don't 

knov hov you cannot call it mismanagement. There vere I 

activities taking pl ace 1n that coapany vhen the prior 

president vas there, vho is nov president of Southern 

Coapany, and I don't, I can't believe that management 

didn't have some inklinq an idea of 'ihat vas going on , 

that this just vent on without anybody ' s even blessing 

to the extent that you looked the other vay. 

I don't accept it. I mean you can focus right now 

lf you vant to to try to blame lt on one person vho is 

not here to defend themselves or not but that was top 

management, and it's jus t a zero quest ion ln my mind. 

CHAIRMAN WILSON: Comaieslonere. 

COMMISSIONER 3ASLEY: Hr. Chairman, I would move 

staff. 

MR. VANDIVER: Nov, vould that be relative to the 

entire recoaaendatlon or just to the mismanagement 

issue, because I do need the --

CHAIRMAN WILSON: Give me the part~ of the 

recoaaendation. The first part le 

MR. VANDIVER: The first part i s , Old 
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CHAIRMAN WILSON: All right, the 5eccnd part. 

MR. VANDIVER: And the second groun~ is if you 

find m1saanageaent existed vhat action should you take 

in light of that? Staff has recommen~ed a 50-bdeis 

point reduction 1n the return on equity for a tvo - year 

period. 

COMMISSIONER GUNTER: And you moveed staff or both i 

sides? 

COMMISSIO~ER EASLEY: I vas moving staff on both 

recoaaendat1ons. 

MR . VANDIVER: Thank you. 

CHAIRMAN WILSON: All right, it's been moved. Is 

there a second? 

COMMISSIONBR GUNTER: Yeah . 

CHAIRMAN WI LSON: It's been move~ and seconded. 

oo you have a substitute motion? 

COMMISSIONER BEARD: ! just don't think that 1s 

near adequate for vhat I think has gone on. I think 

200-baeis points, Public counsel's position, 1s 

obviously extreme, but I don 't fin~ a thinq vrong ~lth 

a hun~red basis points to send a signal to some people, 

not just at Gulf Pover, but at the parent as vell. 

COMMISSIONER EASLEY: I think, Hr. Chairman, there l 
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are signals that have been sent in other issues as 

well. I think further that as I understand what has 

prece~ed all of this in other cases that ther~·s plenty 

of precedent for the SO basis points. I would be 

uncomfortable going beyond precedent. 

CHAIRMAN WILSON: All right. It's been moved and 

seconded. All those in favor, signify by saying aye. 

Opposed. 

COMMISSIONER BEARD: Aye. 

CHAIRMAN WILSON: Ai l right. 

Issue .f8. 

COMMISSIONER GUNTER: No, 47 . 

CHAIRMAN WILSON: ~xcuse me, 47. 

MR. VANDIVER: I believe you are to 47. 

COHHISSIONBR GUNTER: Hr. Chairman, this is 

another 1tea that I've got some nervous nell1es about. 

The Coaa1ss1on has a number of cases, the bigges t one I 
that I can think about ia United Telephor.e, has s or t of 

been working towards a policy 1£ you want to get in the 

affiliated business and you want to use the, to use the 

name of the parent as a marketing device, there should 

be aoae benefit to the parent, and that benefit to the 

parent should flow to the benefit of the parents ' 

cuatoaera. 

We have wrestled with this in a number of 
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proceedings and I find it difficult to accept staff's 

recoaaendation that there should not be some 

iaputation, because the advertisements that I nave seen 

have been Gulf Power. The adaission on the part, on 

the stand of the witnesses that knov, there is no 

differentiation between vehicles. People can't tell 

the difference. That it's Gulf Pover that is in 

business. And it is a, it is my understanding, and I 

can be corrected, I vant to be corrected if I'm wrong, 

~ut you pay for the appliances on Gulf Power's bill, 

the pover billa, so the billing t hat takes place. 

There ia certainly a benefit to that appliance 

sales by ita affiliation, and its affilia t ion should 

flov through that name recognition, marketing 

capability, the billing ~apability, the rest of those . 

That enters into ay picture about separate subs 

I 
I 

that I vould like to address here, but I can't becau3e I 
I 

it's not on the record. Those benefits vould disappear ! 

and for tho&e benefits there should be s 0ae revenue. 

And ay only question, Hr. Chairaan, is, I apologize, 

but I just don't know hov much that should be. 

CHAIRMAN WILSON: Well, I don't either, and that 

la aoaethlng thct I strug;led vith here. And I kn ow we i 

are going to deal vith this in another case, but part J 

of vhat bothers •• here lo, If the Co•p•ny vere In the i 
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appliance business and using the Gulf logo, and using 

the trucks, and allocating the name and allowing it to 

be financ~d and billed through Gulf Power's bill ~ , and 

what they vere doing is selling absolutely the highest 

efficiency class that you could get and nobody else 

anywhere ln that market vas selling those, or they were 

allovlng people to extend payments out ten years and 

charging theo a carrying charge of tvo percent or 

something like that, something that had soae wld~ r and 

more s 1gnlf1cant purpose than just selling appliances, 

eo people vould use electricity. 

I think I have a problem with that piece of lt, 

but if it vere accoaplishing a goal that really had 

soae relation to conservation or extremely high 

efficiency appliances, if it had something like that, 

it vould make a little dlfterence to me here. But t hey 

are selling appliances in a market that you have got 

everybody in the vorld selling appliances as well. 

But I don't knov hov you put a - - there is a 

value to that, I aean ve heard testim~ny before that, 

that ve've heard testimony that the Gulf Power name 

probably didn't really add a lot of credibility t o 

operation, and thpt the appliance company ln fact 

wanted to change ita name. 

this 

On the other hand we've also heard vhat a great 
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thing Good Cents is and chat people are pay ing lote of 

money to be able to use the Good Cents logo and the 

things that it stands for. So there is eome value in 

the name. It just depends on hov 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 we sell them under the Gulf Pover 

naae, that Gulf Pover vould not say sure, go ahead. 

They would say, yeah, but we vant tvo percent of gross 

sales, or ve vant ~50,000 or we vant something. 

COMHISSIONBR BEARD: Well, you certainly in this 

case better deal with gross sales, because if you go 

back to the figures you would have to impute a negative 

nuaber based on the profit. 

COMMISSIONER GUNTER: Well, ve've had 

circumstances vhere ve have for roya 1 ty payments, "lih ich I 
is really what ve are talking about here, a percentage 

of gross sales, and that appears to be, you kncv, they 

get very profitable, that is just mor~ money and you 

don't work it on a P&L basis. You work it on a gross 

sales basis. The last t1me I ch~cked the, betveen, for 

instance, hand l ing a Master card, folks p&y a premium, 

or not a premium, but paid a price of somewhere between 

tvo and f1ve eand a half percent. And the botto~ end 

of this one, I'll throv it out, revenues should be one 
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an~ a half percent of gross sales. 

COKKISSIONBR BEARD: Secon~. 

COMMISSIONER GUNTER: Let me ask Hr. Vandiver, 13 

anything in the record? 

MR. VANDIVBR: That's vhat I vas just asking 

staff, I don't --

COMMISSIONER EASLEY: What's the answer? 

COMMISSIONER GUNTER: The questton --

CHAIRMAN WILSON: I can tell you, there's nothing 

ln the record about a percenta9e. 

COMMISSIONER GUNTER: There le nothing there about 

percentages or amount. The question has been 

tHscusse~. 

MR. VANDIVER: The concept vas discussed. 

HS. MERTA: I don't believe the concept vas 

discusse~ as far a& hov ve voul~ calculate or --

COMMISSIONBR GUNTBR: I realize there vas nothing 

there on the figures, an~ it vas just a, but vhen you 

discussed the concept an~ the policy overall, absent a 

figure, are you preclu~ed froa establishing a figure 

on policy? 

What do you think about that, Hr. Pruitt? The 

reason I aske~ you, is that I ma~e the motion. 

KR. PRUITT: Let me have the question again, 1£ 

you voul~. I vas busy getting this out. 
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COKHISSIONER GUNTER: Hr. Pruitt, what - 1n the 

proceeding there vas discussion on policy a~d was there 

any value to being able to use t he company loqo and the 

coapany name in the sale of non-utility, I mean 1n the 

conduct of non-utility business. 

MR. PRUITT: I recall that. 

COMHISSIONIR GUNTER: All right. Now, there has 

been no aaount proposed, and there vas ~o amount 

discussed as to vhat that value would be or 

aethodology, ~ov, vhere vould we s tand if we said, for 

instance, one and a half percent of gross sales 1s ~hat 

it'• worth to the custoaera? 

HR. PRUITT: You vould no~ have any competent 

substantial evidence in the record to support it. 

COMMISSIONER GUNTER: Okay, all right . So le~·e 

say the only thing that ve could say would be, yes, 1t 

has value, but ve can't impute 1t. So 1t'e a 

meaningless issue, is that rlqht? It hae no value. 

MR. VANDlVBR: That is not to say you couldn ' t 

address it again in another docket. 

CHAIRMAN WILSON: Just out of curiosity wha t kind 

of test1aony vould ve have heard 1£ ve had heard 

testimony on this issue? I mean are we go1ng to get 

people getting up and saying, vell, I think 1t'e 

vorth about $5,000. 
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do so. We willing pursue it somewhere else or 

soaething to that effect. 

·- --·· 

COMMISSIONER EASLEY: Or thla doesn't prec l ude ue 

from doing l~ in another instance. 

COKHISSIONBR GUNTER: That makes ae happier . 

MR. VANDIVER: Sure. 

COMMISSIONeR BEARD: That ' s all that. 

COMMISSIONBR BASLEY: Are you seconding it? 

COKMISSIONBR GUNTER: Yeah. 

CHAIRMAN WILSON: Are you seconding that motion? 

COHMISSIONBR GUNTER: Yea. 

CHAIRMAN WILSON: All right. iithout objection 

then, the aotlon, the recoaaendatlon le amended. 

Issue 48 . Any Questions about 

COMMISSIONER GUNTER : N~, I'd aove staff's 

recommendation. 

CHAIRMAN WIL£0N: No objections to staff's 

recoamendation on Issue 48. 

Issue 49. 

COKHISSIOhER EASLEY: Isn't this a fallout? Does ,1 

this change? 

COMMISSIONER GUNTER: Well, ve need to go back to I 
address that issue about, out of Item 29 or whatever on 

Scherer. 
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HR. VANDIVER: However, we have no record basis t o 

do so. We villing pursue it somewhere else or 

something to that effect. 

COMMISSIONER EASLEY: Or this doesn't preclude us 

f~oa doing lt in another instance. 

COMMISSIONER GUNTER: That makes me happier . 

MR. VANDIVER: Sure. 

COMMISSIONER BEARD: That's all that . 

COMMISSIONER EASLEY: Are you secondi ng lt ? 

COMMISSIONER GUNT~R: Yeah. 

CHAIRMAN WILSON: Are you seconding tha t moti on? 

COMMISSIONER GUNTER: Yee. 

CHAIRMAN WILSON: All right. Without object lon 

then, the aotion, the recoaaendat1on 1s amended . 

Issue 48. Any questions about 

COMMISSIONER OUNTER: No, I'd move s taff's 

recolltllendation. 

CHAIRMAN WILSON: No object1ons to sta f f' s 

recommendation on Issue 48. 

Issue 49. 

COMMISSIONER EASLEY: Isn't this a fa l l out ? Does 

this change? 

COMMISSIONER GUNTER: Well, we need t o go bac k to 

add~esa that issue about, out of Item 29 or wha t eve r on 

Scherer. 
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HR. PALBCKI: Coaa1~~1oner~, vel l looked t hrough 

the re=or~ very thoroughly and ve had 3 or 4 different 

staff aeabers looking through the record. The contract 

for unit pover sales is not part of the record . Ther e 

1s knov no contract in the record or in any of the 

interrogatories. 

COKHISSION&R EASLEY: It eaye I can't do vha t I 

vanted to do. 

MR. PALBCKI : We can't ba~e, 1f ve have no r~cord 

basis. We ~ould reQuire some sort of tariff or 

eoaeth1ng t o be filed by 

CHAIRMAN WILSON: Are ve go1ng back to that i~sue 

nov to deal v1th 1t, then? 

COHMISSIONBR GUNTER: We almost have to. 

CHAIRMAN WILBON: Let'~ do. What number •as that. 

COMMISSIONER EASLEY: 29. 

MS . HARVEY: 27 . 

COMMISSIONER EASLEY: 27. 

COMMISSIONER EASLEY: No, 26. 

HS . HARVEY: 26. 

CHAIRMAN WILSON: So there 1s ln the record, nor 

1n the i nterrogatories, there le the unit pover sales 

contracts are not part of tl1l~ record, or available t o 

ue. 

HR. PALECKI: That is correct. 
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COMMISSIONER GUNTER: So that if we were to choose 

to eay fine you coul~ put the 63 aegawatte in, but all I 
revenues that were receive~ as a result of that, 100 

percent of the revenues would flow to the regulated 

utility, to Gulf Power, we woul~ be ~recluded from 

making a ~eterm1nation of the amount of those revenues 

base~ on this recor~, is that right? 

MR. PALECKI: I ~on't think 1t could be calculatea 

from what ve have in the record as of tl.ie moment. 

Correct? 

COMMISSIONER GUNTBR: Would we be - - would it oe 

legally peraiaalble for staff to gain that calcula tion 

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, woul ~ 

be the aaount of the r'venue. Would it be perm1ee1ble 

to have that calculate~ for ~ur~oeee of making a 

overall revenue figure? 

HR. PALECKI: I think 1t would probably require 

some data that is not 1n the record. I think a 

preferable idea and I am not sure 1f th1e 1e workable, 

would be to order that Gulf or that the unit ~ower 

sales figures to go the Company without actually coming 

up v1th a figure. We vould have to de~end u~on Gulf 

Pover to, wlth a future f111ng to ~rovide the actual 
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COKHI66IOMER GUNTER: Let me a~k you th1s. 

KR. PALECKI: The actual --

COMMISSIONER GUNTER : Trying to work through th15 

and I'm trying to solve and find out if we have -or 

hov many sc~nar1os ve have open to us . If we were to 

take the 63 megawat ts, assume that the reven~es that 

vere received vould be at least at a, you know we have 

a lot of rate schedules, and pick a rate sched~le and 

calculate the revenue of that 63 megavu tt~ had been 

received on that rate schedule and impute that as 

revenue that would come from that , vould that be 

permlss 1ble? 

MR. PALECKI: I'm not eure it would be. I think 

if Gulf came back and demonstrated that their actual 

revenues were much lesser than were calculated, I think 

there would be a perha ps an unlavful taking that would I 
-- I have a difficulty, I have no difficulty with the 

Commission ordering that the revenues received gc back 

to Gulf , but I don't knov 1£ on this record that amount
1 

can be coaputed . 

COHKISSIONER EASLEY: Wasn't there a series of 

questions~ I don't know of whom. 

MR. PALECKI: There vere numerous question~. 

COMMISSIONER EASLEY: 
I 

It had to be Scarbrougn, but 

wasn't there actually a mention of the lost revenue 
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under the abrogated contract. 

HR. PALECKI: Yes. 

COKH!SSIOMER EASLEY: Does that not --

CHAIRMAN WILSON: Are you suggesting that we use 

the revenues ~hat would have otherwise been rece ived 

froa Gulf States . 

COMMISSIONER EASLEY: I don't know, but i f 

that's -- No, not use that as a revenue figure , but 

could up you not coapute, I don't know, I am trying. 

MR. PALECKI: No, J'm not sure, it va s my 

1a preas1on that what the Commission wanted to do is 

since the 63 megawatts would be in Scherer fo r the next ! 

five years, vould be 1n rate base, tha ~ a por t i on of 

the revenues that vere received in unit pover s ales in 

the future until the year 2010, or whatever t he end of 

the contractual perio~ was, would a portion o f that 

revenue vould 90 back to the ratepayers . 

COKKISSIONBR BASLEY: what I'll remember i ng 15 the 

wrong nullber to do it. What I'm reaembe r1 ng i s t he 

vronq nuaber to do vhat I wanted to do . 

COMMI SSIONER BBARD: well, Co-isei oners I - -

MR. PALECKI: I don't know 1f that numbe r, the 

amount of revenue can be computed . It's not 1n t he 

record . The amount of revenue from unit power s al es 

cannot be cvmputed. 
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COKHISSlONBR EASLEY: Hy computer just kicked 1n 

and it's the vrong number. I can't use it for what I 

vanted to use is for. 

MS: HARVEY: The other thing ie if you like the 

concept and ve don't have the numbers here, you could 

vote for the concept and order the utllltles to £1le 

appropriate data 1n a different dock~t. 

COMMISSIONER BEARD: We are making extremely 

coaplex or attempting to make extremely complex 

soaething that for ay limited prospective should be 

very staple and I vould make a motion to get something 

on the floor that ve accept alternative to, that means 

it's out of rate base. That means that Gulf Power gete t 

to keep all the money that they get from that 

settlement, that means that they get to keep all the 

money fro• the unit power ealee that they make fro~ now 

into 2010 . Which ls vhat they have scheduled all to 

themselves. 

CHAIRMAN WILSON: I ncluding the settlement . 

COMMISSIONER BEARD: Including the settlement. 

I don't want a penny of the settlement. 

COMMISSIONER EASLEY: Hr. Chairman, respectfully, 

could I ask - - I hate to do this, c ould I ask that we 

just wait f er a a1nute again. I asked for late - fi led 

exhibit 588. It's titled Unit Power Salee of Power In 
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• Rate Base. Could ve va1t and see vhat le on that? 

1 COMMISSIONER BEARD: I don't think that vill 

3 chan9e my aotlon. 

4 COMMISSIONER GUNTER: You all got thcJt. I 
I 

COHMI:SSIONER EASLEY: I don't know whether it v 111 1 

or not. I vould just like to --
I 

5 

6 

COMMISSIONER EASLEY: 588 

8 COMMISSIONER EASLEY: It vaen't there. Anybody 

9 knov vhether ve received late-file 588. 

lQ MS. RULE: Yes. 

II COMMISSIONER EASLEY: We did? 

11 MR. PALECJ<I: Here it is. 

13 COMMISSIONER OUNTER: Hov about sharing it vith 

14 us? 

15 MR. PALECKI: The, ve vould have to have a l ittle I 

16 more tiae to re'•iev th1e, but it'B a hypothetical, tt's 

17 not actually -- actual figu~ee. It's basically hov 

18 rate base or how unlt pover ealee affecte retal l 

19 customers and 1t'e a hypothetical example. It'!! not an 

10 actual --

11 COMMISSIONER EABLEY: Okay, I remember nov and 

22 that doeen't do it either. 

13 HR. PALECKI: The last couple of pages does have 

14 aoae fi9ures, but ve vould have to review these. I 

25 don't really think they are actual figures . I think 
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they are part of the hypothetical. 

CHAIRMAN WILSON: All right. We have a mo : 1on. 

COMMISSIONER EASLEY: Kr. Chairman, I apologize . 

CHAIRMAN WILSON: That's all right. We have a 

motion by Commissioner Beard, vhlch 1e alternative to 

and includes the suggestion by Commissioner Gunter that 

any settleaent v1th Gulf States utilities would be, the 

coapany gets, I mean the Scherer 1s left out, anything 

associated v1th 1t, coste or benefits would ride with 

those taking the risk, vh1ch vould be the stockholders 

of Gulf Pover Company. Is there a second to that 

motion? 

COMMISSIONER GUNTER: I'll eecon~ it, to get 1t on ! 

the floor for discussion. 

CHAIRMAN WILSON: All right. It's been moved and 

seconded. Is there discussion? 

COMHISSIOHIR GUNTER: The only troubling part of 

that thus far, I don't knov anybody I've asked, I don't 

knov anybody that has read the suit, I don ' t know 

anybody that is -- of course the settlement is not 

before us. 

There is another alter native which I'll juet 

mention, la that vhile, and vhlle t h is case, vh1le this 

case vas going on an~ the recorda were being devel vped , 

the only thing about any aettle•ent that vas ever 
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referenced vas that there vas a sult, there vas no 

reference about the settleaent notwithstanding vhat ve 

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 

perio~ that you gathere~ the information so that yo u 

could aake an evaluation of the impact, and ve did tha t 

in the Hartin Dam enhancement and ve did that in the 

Turkey Point steam generator repairs and ve did it on a 

vote earlier today on a floor in a bu1ld1nq 1s that the 

thing does open itself for ua. We could take those and 

lay thea over off to the si~e, allow ttem to earn lik e 

an AFUDC, until ve ha~ enough information before us 1n 

a subsequent procee~1ng or a special proceeding in 

or~er for us to not aake an error because it's v1th us 

not reading the terms of the settlement ve don't ~nov 

vhat the tlae periods are . We don't know hov muc~ the 

allocation is, and we are I 

I'• talking nov kind of on our record that ve have l 

of this agenda conference, ve just don't knov dnd ve 

did those tvo i n the Florida Power and Light instance 

because it w s under litigation, one vith the 

constructor of the dam, and the other one the 

constructor of those facilities at Turkey Poin t on the 
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steaa generators and because that litigation va5 

ongoinq. That is a vay that you can minimize any 

potential harm to anybody and not make a deci~ion until 

you got all the facta before you. That is another 

alternative that ls open to us. 

COMMISSIONER BBARD: I guess the rationale behind 

this is to date that 62 aegawatts has not been in the 

rate base. 

COMMISSIONER GUNTER: That i~ correct. 

COMHISSIONBR BBARD: And the revenues that had 

been flovlng associated vlth that had not been going to 

the ratepayers. 

COMMISSIONER GVNTBR: That's correct . But 

Coaaleeioner, my concern about that is, is that I don't 
I 

knov the suit vas couched or hov the settleaent was i 

couched, but 1t could be for actual damages that had 

occurred in th~ past and lt could ~e for prospective 

application of losses in the future. I don't know . I 

haven't seen it. And I don't knov anybody on our st&ff 

that has read lt. 

HR. JENKINS: I have been told about it. 

COMMISSIONER GUNTER: Well, being 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 ·1 don't 
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know whether they have or not. 

MR. JBNKINS: Well, let me tell you what little I 

have been told about it. 

COMHISSIONBR GUNTER: Okay. 

MR. JENKINS: This deal is a 

COMMISSIONER GUNTER: By somebo~y that would know7 

HR. JBNKINS: Pardon? 

COMMISSIONER GUNTER; Have you been tol~ by 

soaebody that would know? 

MR. JENKINS: Bv someone from Gulf Power. An~ 

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, lf and only if culf states and 

Tech. or whatever they changed their name to if their 

net income is greater than, I think, $50,000,000 . 1n 

years that it isn't they would get nothing. Then 1£ 

there is an original aftount after ten years or ~~ybe 

even longer, then Southern alght own a peak t ng unit 

s omewhere ln Texas. Nov, I don't know if you want to 

keep this AP'UDC thlng climbing for that length of time . 

COMMISSIONER GUNTER: I'a not saying keep that, it t 

aay be that you have a Special Agenda to consider that 

at aoae point down in the future, once you have seen 

what the aettleaent is. 
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MR. JENKINS: Assuming the settlement that I am 

suggesting to you is roughly correct, you wouldn't know 

vhat aonies they vould get back until in you know 

whether InTech made more than $50,000,000 on out 

through the year 2000 or so. And then you have got to ! 
think about vhat the value of that peaking unit i8 that 

they may get in the year 2000, or some year beyond 

that. That is ay understanding of the settlement. 

KR. PALECXI: There is yet another option 

available to the Coamiselon and that ls one of the 

cr1tic1aas of the phasing out of Scherer i s that it's 

so darn coapl1cated and you have to keep changing the 

rates every year. A solution to t hat problem is, 1£ 

you l~ok on Page 52 of the record, you will se~ there 

is a schedule of capacity available to retail customers 

and you see that t he number of megawatts that has not 

been sold in UPS varies from year t o year. If you take l 

those actual amounts and you take the amount of time 1 

and figure out the average number of megawatts that is I 
I available over that period, you come up with a figure 

of 40.3 megavatta, and it vould be possible t o phase 

out Scherer over that approxiaate period with a --

CHAIRMAN WILSON: Wait 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 s1x. 

MR. PALECXI: No, there's a column that says time 

and another column that says capacity. 

COriHISSIONER EASLEY: Page 52. 

CHAIRMAN WILSON: I'm sorry. Pag6 52 . 

MR. PALBCKI: If you average out the number of 

megawatts that 1a available over the time period you 

coae out with a figure of 40.3 megawatts average at 

least that's what ay calculation r e sulted in, and ~t 

would be possible to phase out Scherer with a uniform 

rate throuqhout that period. 

CHAIRMAN WILBON: What are the number~ that qo 

across the top of the page on Page 55? 

COMMISSIONER EASLEY: That ls rate base impact ~f 

phase out on 52 isn't it? I assu~e. 

MS. HARVEY: These are the r.umbers that come out 

of rate base. we start off with 63 mega~att~ in rate 

base 1n year one, and 30 megawatts, this schedule shows 1 

vhat happens when 30 aegavatts 1s removed i n year two, 

acd an additional 8 megawatts 1s r emoved in year three . 

CHAIRMAN WILSON: And then you add back t wo more 

megawatts 1n year four. 

MS. HARVBY: Because it fluctuate~, yes. 

CHAIRMAN WILSON: And then back down 27. 
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MS. HARVEY: Yes. 

CHAIRMAN WILSON: Do those nuabers relate to the 

ones on Paqe 52? 

MS. HARVEY: They do, but they are not, because 

ve have used a weighted average for the year 19~2, 

1993, you vould have to do the same weighted average, 

but 

KR. PALBCKI: I believe that the figures on Page 

52 are the actual figures. Parsons' exhibit. 

MR. PALECKI: In the averaging that I did, you can 

see ~hat the first figure of 63 megawatts is actually 

from January 1990. I d1d my calc~lations from June 

1990 to May 1992, which makes that a full two-year 

period. 

COMMISSIONER EASLEY: See what bothers me Hr. 

Chairman, about doing 1t this way, and one of the 

reasons that I vas trying to f1nd th15 other way of 

doing it is that the data on Page 52 ls labeled 

capacity available to retail custoaers and if you 

average it out you are still talking about capacity 

available. You are not talking about necessarily 

capacity needed. 

And I keep coming back to that just because it's 

available doesn't necessarily mean it's needed, and I 

don't question the prudency and all the reet of th, t. I 

GOHIA AND ASSOCIATES 



• 2 

:! 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

177 

aa still having everything trouble getting over that 

particulax huxdle. I didn't have any trouble doing !t 

the other vay, and saying okay, if you're g0ing to sell 

it UPS and it can all go back to the ratepayers, that's 

great, fine, you knov, vith ae . 

I aa having a little bit of trouble making the 

leap froa it's available, to it 1a definitely needed, 

and especially vhen I look at the actual figure~ 

fluctuating the way they do coming all the way dov~ to 

11 and going a~l the vay back up to 35 before you zero 

it out. 

CHAIRMAN WILSCM: Well, Coamlasloner, that is sort 

of the basis of vhat aay be a totally impractical 

suggestion that I made earlier, 1e that the vay tv 

txeat this la if in fact Gulf makes purchases or uses 

power out of these units for the benefit of it's retail 

ratepayers, that it ought to be treated as a purchase 

of power, that included both capacity and energy, then 

that would be treated as a ny other purchase vould be 

through fuel as 6 aontha adjuataent clause . 

COMHISSIONBR EASLEY: And that then has the 

potential of deaonetratinq a need, albeit a future 

I 

date, that could then be responded to. I 
CHAIRMAN WILSON: Uh-huh. I don't see the motion 

that has been made as precluding that. 
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MR. PALBCXI: I think there is ample evidence ln 

the record to justify a finding that the 63 megavatts 

is not needed. ~ a matter of fact, I believe, the 

test1aony vas that it vas used, but there vas, I think 

ample evidence to the effect that it vas not actually 

needed by the retail cuatoaers. 

COMMISSIONER OUNTBR: Yeah, the only. My only 

concern, and I'a going to say it for the third time is 

a regulatory promise, and that 1s vhere you have got, 

ve are hung on the horns of dilemma. If lt had been 

the whole thing, if ve hadn't started this UPS game it 

vould have all been ln the rate base . I think, that is 

an appropriate intellectually honest appr~ach t hat ve 

could have taken and nov here we are. I, honest to Go1 l 

don't knov how to handle this v1th this jerking back I 
I 

and forth . I just flat don't know how to handle it. 

That is the reason I seconded the motion. Because I 

don't know bov else to get out of this thicket. 

?MR. P&LSCKI: I am kind of in the position that 

you are Coaa1asioner Gunter . I not sure what the way 

out of 1t is either. 

COMMISSIONER GUNTER: Because, God kno~s, I don't 

vant to send a signal to nobody in the damned ~orld , to 

folks 1n this rooa or signals to folks outside of this 

rooa, that once ve make a coamitaent, 1£ it's prudently 
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done, it coaes ln the rate base. 

That's the reason I look at these in tvo difterent 1 

scena~ios. If the plant had been finished and Lhey 

coae here and said ve f1n1she~ this plant like you told 

us to do and it's going ln the rate base, fine. I 

would have voted for lt ln a heartbeat . 

We have got this one vhere in 1984, no, ~ t 's all 

going UPS sales. You had a problem not to the 

ratepayers of this utility, not to the\r, 1t shouldn't 

be to their detriaent , a problea, a contr actual problem 

that existed betveen the utility and somebody else . 

And then to move it in, and if it vere just cominq 1n 

end going to be flat, say fine, that €3 meqavatts, 

that's vhat ve have got froa nov on. 

Again I vouldn't have had a problem. But I do 

have a problea vith saying, vell ve just vant you to 

cover in it this tiae period until ve can sell 1t 

again. I have a problem. 

CHAIRMAN W!LSON: And I share your concern, 

because I have seen the absolute disasters that have 

occurred in other parts of the country vhere you have 

Coaaissions that do these post construction prudence 

revievs vhere they disallov substantial parts of plant~ ~ 

not because it vas iaprudently constructed or it's 

unreasonable in amount or anything like that it's just 
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because they ~ecide they didn't vant to let lt in th~ 

rate baee and I don't vant this Commission to be in the 

position o2 doing that sort of thing. 

COHMISSIONBR EASLEY: Well, Hr. Chairman. 

CHAIRMAN WILBON: But this business with the UPS 

piece of 1t 1e extreaely disturbing to Qe that you can 

truck alon9 v1th it out of rate base and all of a 

sudden it d~ops in an all of a sudden it comes out . 

And a little b1 t comes back ln, and the r•st of lt 

c oaee out, and 9oee on along to the year 2000. 2000 

thousand vhat7 

MS. HARVEY: 10. 

CHAIRMAN WILSON: 2010 , and then we see it back 

a9ain. The reality of that, I'm having trouble laying 

~ovn vith vhat I consider to be vhat good regulatory 

poltcy vould be and vould have been, and I am really 

having a lot of trouble reconcil i ng those two things 

and, I don't knov vhat t he anever in dealing ~1th that 

is and the only suggest i on I had is the one w:1ere ve 

treat it as a, where it's sold oack to Gulf and Gulf 

buys i t , and they get that pover back and it's needed 

for the custollers and the fuel adjustment. If they 

don't then they can't demonstrate that, then it 

doesn't. 

COMMISSIONER BEARD: Before you say that, I want 
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to be real careful any aesaage that ls sent alonq those 

linea, because slaply tarn around and alqn a contract 

vlth theaaelvea and purchase 63 aeqawat ts for the next 

tvo yeaxs and five aontha. or fro• January of '90 to 

'927 

COHMISSIOIJD outn'D: 'fhey'd have to be needed . 

CHAIRMAN WILSON: It vould stlll have to be 

needed. I aean, you can•t get beyond that . You =•n't 

get past that. 

COMHISSIOBSR GUN'f&R: If they' r e buying lt and 

ahutt1nq theirs dovn they have qot a heap of probleas, 

they'll coae back here . 

COMHl88IOMaR &ASL&Y: Mr. Chalraan, I qet the 

feellnt that ve all tend to a9ree on the nature of the 

aotlon . I don't think the aotion precludes what you 

vere talking about. 'fbat la if they need additional 

power. ~hey can buy it. Wblch further deaonstra tea 

the future need, vhlch I think all of ua are concerned 

about and therefore, I would call a question on the 

aotlon. 

CHAIRMAN WILSOft: All rl9ht, air. The aotlon has 

been aoved and seconded. All in favor alqnlfy by 

aaylng aye 

Opposed. 

COMMI8810Mia aASLBY: We bypassed tvo vaitlnq for 
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thls one. 

101 . 

COMMISSIOMBR OUHTBR: We are back nov to 49. Page 

COMMISSIOMBR BASLBY: Well, ve need t o do -­

OOMMISSIOW&R GUM7BR: Okay, yeah, you're rlqht. 

Well, those are calcul ated flqures aren't they? 

COMM188IOI&R &ABL&Y: Yeah, are the rest of thea 

that ve --

ltea . 

CHAIRMAM WILSON: 47 needs to be addressed. 

MR. P&LBCKI : 27 has not yet been addressed. 

CHAI~ WILSO•: 27. 

OOMHI8810UIR IASLIY: Is that not a fall out? 

COKHISSIO..a GUNTKR: 7hat's a straight fallout 

COMMISSI~ BASLBY : Okay. Have ve l e ft anything ! 

elae that ve needed to qo to? 

MS. BRAID: Coaaleslon~rs. 

CKAIRMAM WILso•: There are a r.uaber of !ssuea 

that flow froa that declalon. 

Kit. PALBCIC I : 3 and 4. 

COHMISSIOWBR BASLBY: 7here are soae ve can vote 

on nov. 

KR . P&LZ~l : 3 and 4 can be voted on nov, I 

believe. 

COMMISSioteBR B.lSLBY: 3 and 4 . 
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HR. P~BCKI: I think they are aoot nov. 

CHAIRKAM WILSON: 27. 

Staff recoaaendatlon vlthout objection. 

COKKISSIOHBR ot~R: Yeah. 
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OOKHISSIOKBR EASLBY: Okay, 3 ls aoot, ri9ht? 

KR. P~&cKI: 3 and 4 are aoot. 

I don't believe they have to be to be voted on, nov 

that nov that Scherer has been dlsalloved. 

COMHISSION8R BASLBY: All rlqht. 

COKMISSIOMBR OUMTRR: And ve can vhip on. 

COMMISSIOMBR &ASLBY: Where are ve. 

COKMISSIONBR BBARD: You would have to reaove the 

coal associated v1tb Plant Scherer froa that 1seue. 

COKMISSIONBR OUNTBR: Yeah, that is a calculation 

that the fuel folks would have to do. There 1e eoae 

that are coaln9 on, you have 90t soae line rentals and 

the rest of those kinds of thln9s, but ve' l l get to 

thea. 

MS. BRAND: Coaalssloners Issues 42 and 43 are 

also affected by that decision. 

CONMISSIOMBR BASLSY: Also vhat --

MS. BRAND: Affected by the decision to dlsallov 

Plant Scberet. 42 and 43, these are the deferred 

lnvestaent tax credits and deferred lnc~•e taxes. The 
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vay the that these recoaaendatlons vere aade ls to qo 

along vith the ataff'a prlaary recoaaendatlon on Plant 

Scherer that lt be left ln rate ~ae, and on that 

basis, ataff reco ... nded that the effects of the tvo 

TCs and deferred taxes and the capital structure voul~ 

be very alnlaal baaed on the other rate base 

adjustaenta. However, Plant Scherer has a fairly 

significant lapact on the deferred tax. 

COKHISSIOMaa OUNTKR: You vlll have to qo bac~ and 

recalculate, lf that' s Yhat you're telling us. 

MS. BRAMD: An~ tTCe. We have the aaount that 

would been associated wlth both deferred taxes and lTC~ 

for those. ~his would involve ldentlfyinq speclflcally 

the deferred taxes and 17Ca associated vlth th~ rate 

base adjuataenta that vere proposed by staff, and there 

is a late-filed exhibit that qivea those aaounts. The 

question, there la a queation thouqh, the Coaalsalon 

has handled adjuataenta tvo vaya in capital structure. 

It baa in soae cases be been reaoved pro rata and ln 

soae caaea baa been done on a specifically ldentlfled 

basta vlth the deferred taxes and the ITCs. 

COMMISS10M81 GUNT&R: Isn't ot aore appropriate 

and isn't it aore ~ccountlnqly sound, aore sound 

accountlnq if you can identify the asset? Isn't lt 

aore appropriate to reaove lt vhen that ldentlflcatlon 
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la approprl.ate 

MS. BRAND: Yea, air, the deferred taxe~ and ITCs 

should track the assets as they are reaoved. This goee l 

the f 

of Gulf 

alon9 vltb the nor .. llzatlon requlreaenta ot 

internal revenue code. In the last rate caee 

Pover, ln tbe order froa the last rate case there is 

aoae d1ecuaalon about hov lt vas to be handled there, 

and 1n that order lt states that vhen the 1nforaation 

la available to aake specific adjustaente they should 

be aade, and lf lt l e not available tt should be done 

pro rata. In this case since the 1nforaat1on is 

available, and it vould be a aajor lapac t , ve vould 

recoaaend doin9 a apeclf l c adjuataent. 

COKMISSIOMSR ~: I vould aove where y~u can 

identify the aeaet, that lt's auch sounder accounting 

to tie the aaeeta and the benefits together. 

MS. BRAND~ Yes, slr. 

MS. SALAK: So basically vhat He. Brano's 

proposal would do, is ve vould epeclflcally identify 

the I~ and the deferred taxes and the rest of th• 

reconc111at1on vould be over other sour ces. 

OOKH18SIOKBR GUH~R: That la correct. 

COMJU SSIOMD 8&8L8Y: And ve vould aove s ta ff on 

COMMISSI<*a OUII'I'aR: Yea, .a • aa . 
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CHAIRMAN WILSOM: Rlght. 42 and 43. 

COMMISSIOM&R GUM~&R: As clarified. 

CKAIRMAM WILSOM: Aa clarified. 

COMHISSIOMBR BASLBY: What about 44 and 46? 

MS. SALAK: ltea ff lt's flne. 

COKKISSIOMBR BASLBY: Okay . I dldn't put dovn 

tha t ve had done lt. 

MS. SALAK: I'a sorry, It's a fallout . •~ vould 

to have apeclflcally identify the ITCs and the deferred 1 

taxes. 

COKHISSIOMKR BASLBY: I was try1ng to aar k thes e, 

vhlch vere valtlnq and vhlch veren't . 

MS. SALAK: It ls a fallout of your othe r 

decielon, and ve'll adjust these. 

COKKISSIOWBR &ASLBY: 46 is the s aae thing . 

HR. SL&MXBWlCZ: Yes, 46 ls a fallout. 

CHAIRMAN WILSOM: Ie 36 likevise? Or have ve 

already done 36? 

KR. BLBMK .. ICZ: 36 is a fallout based on other 

HOI issues that relate to vorkinq capital. 

COHHISSIOMBR GUNTER: That is correct. 

COMMJSSIOM&R BASLBY: So ve ought to be to 49, 

right? 

KR. SLBHXBWICZ: That's vhere ve need to e tar t is 

on 49. 

GOHIA AND ABSOCIA~BS 
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COHHISSIONKR GUNTBR: 49 ls a calculated ttea 

also. Ia it not? 

KR. SL8MKBWICZ: Yes, lt ls. 

OOHHISSIOM&R 8&SLBY: It should be. Internal 

opeE•tln9 revenue. 50 ia 

COKMISSIOMBR GUNTBR: IteD 50. I aove Ilea 50. 

COHM188IOMKR 8A8L8Y: Second. 

CHAIRMAN WILSOH: Any objection. 

Without objection to this staff recoaaendation on 

Itea 50? 

COKMI SSIONBR BASLBY: I would aove 51 . 

COKMISSIONBR GUNTER: 51. Whoa, walt, on Itea 50, I 

the last paragraph, I think it's, if it's included ln 

the reco ... n4ation that you know soaetiaes you ~ay, 

well, you all didn't say anything about lt and so ve 

didn't put lt ln the order. I think the staff's last 

para9raph that this accruln9, this accrual accounting 

should be uoe in this area, should be a reference aade ' 

follow1n9 staff's recoaaendatlon particularly ln that 

last par49raph. 

HR. VANDIVBR: Okay. Hove 51. 

52. 

CHAIRMAM WILSON: All ri9ht. 51. Any questions? 

51 without objection. 

CHAIRMAN WILSON: 52. 

GOHIA &MD ASSOCIATES 
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COKMI88101fft GUII1'D: Move l t. 

CHAIR~ WILSOM: Without objection. 

52. 

Without objection. 

COKMISSIOIIBR OtJlt"rD: 53. 

COMH18810MBR RASLBY: Move it. 

CHAIRMAN WILSOI: 53 without objection. 

54 

CONMISSJOWKR OUM~BR: I would •ove 54. 

CHAIRMAM WILSON: Without objection . 
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KR. va.otvaa: Coaalaalone~s Mr. Shea is back and 

ready to 90 back to that issue at you~ pleasure. I just j 

wanted to let you knov. 

COMKISSIOMRR BAILBY: Which lssue? 

MR. VANDIVSR: 24. 

CHAIRMAN WILSON: Why don't we just qo ahead 

through this and then we'll go back to that. 

MR. VAaOtVI&: I juet wanted to let you knov. 

CHAIRMAH WlLSOH: leeue 55. 

CONHISSIOIIR GUN~: I would aove that Hr. 

Cbatraan, If you vent through the analysis those 1teaa 

that ca.a out of the &11 audlt they pulled all of those 

1teae out tbat ve custoaarily do not allow anyway. 

CHliRttAII WILSON: Without objection. 

Staff reco .. endation on Issue 55 . 
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Yeah. 
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OOMMISSIOHBR B&ARD: Hy only concern is the 3 

years. And I'll be honeet, the rationale behind that, 

granted they could coae ln sooner. They could coae ln 

later, but what I vas thlnkln9 abo~t vas, in essence, 

the legislative aandated 4 year cycle that exists is 

probably aore appropriate. I don't knov. It's a ~oin 

toss. 

COHHISSIOHER OUNTBR: It doesn't aatter. 

CHAIRMAtt WILSON: It's okay vlth ae . Hake a 

aotioD. 

COHHISSIOtfBR BBARD: I would wlll aake a aotlon to 

aake lt 4 years instead of 3 . 

CHAIRMAM ~ILSOH: Is there a second to that? 

OOHMISSIOHIR OUNTIR: I've 90t no p~ oblea. 

CH•IRMAM WILSON: Moved and second~d, 4 years. 

Without objection. 

57. 

COKHISSIOifBR GUNTBR: Hove l t . 

CHAIRMAN WILSON: Staff recoaaendatlon vlthout 

objer.tion. 

58. 

COKHISSIO..a GUNTER: I'll aove 58. 
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CHAIRMAN WILSON: Staff recoaaendation vlthout 

objection. 

59. 

COHMISSIONBR GUM~: Hove 59. 

CHAIRMAB WILSOR: Without objection. Staff 

recoaaen4at l on. 

60. 

it. 

COMMISSIOMaR BASLBY: Hove etaff. 

COMMI SSIOMft GUltftR: Second. 

CHAIRMAN WILSON: Without objection. 

61. 

COHMISSIOIID OUN'I'BR: Hove it. 

COHMISSIOMBR B&ARD: Hove etaff. 

CH&IRHAN WILSOM: Without objection. 

62. 

COKMISSIOMBR GUN~&R: Hove it. 

COMMISSIONER BSARO: Hove lt. 

CHAIRMAN WILSON: Without objecti on. 

63. 

COtOU 881 ONBR GUNTER: Hove 1 t . 

COKKISSIOM&R BSARO: I, I've qot a problea vlth 

CHAIRMAN WILSON: Are there soae questions on this 

of at.ff. 

COHMISSIOH&R B&&RD: I really don't have any 
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2 

3 

4 

6 

7 

8 

9 

10 

I I 

12 

13 

14 

15 

16 

17 

18 

19 

20 

?2 

23 

24 

25 

191 

questions, I just don't agree. You knov . 

CHAIRKMI WILSON: Would you like to tell u~ why. 

COKHISGIONER EASLEY: Well, if every valuabl e 

cuatoaer service has to be cost effective we're all in 

trouble. 

COMMISSIONBR GUNTBR: Well, in the thing, Hr. l 
Ballinger, knowing as conservative as he ie, my I 
dealings vith him, and read1nq this recomm~ndatior, he l 

said that he vas sort of aab1valent , al~o; that it was 1 

marginally cost effective. I 
I 

COMMISSIONER BEARD: See , the recommendation I 
I 

atateaent in and of itself just kind of knocks me over. 

While these prograas, they may onlt be marginally cost 

effective they provide a valuable customer ~erv1c~ . 

How do you do that? 

MR. BALLINGER: Well, that 1s a distinction 

between having cost recovery, and expenRe aide in t~e 

base rate. Cost recovery is kind of a perk to have. 

CHAIRMAN WILSON: All custoaer services are not 

coat effective, but you have to do them anyway 

Cuatoaers call up and do an inQuiry on their b illi ng, 

you don't have a specific charqe for billing inquiry, 

but 1t'a a service you've qot to offer, so 1f you look 

at 1t all you are going to see is coat and you are not 

going to see anything else associated with it. so it 
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vouldn't appear to be cost effective. 

The question is whether these are activities that 

the coapany ought to be engaging in on a regular basis. 

Ae I read lt your language about being only marginally 

cost effective related to the fact that we took that 

out of conservation coat recovery. 

KR. BALLINGBR: That is correct. 

CHAIRMAN WILSON: And put it here ,so in fact you 

apply one standard in conservation cost recovery, 

which is it has t o be obviously more cost effective 

than this one appeared to be, against the standar ds 

that you see in the rate case, wn1ch is whether its a 

prudent expense, is it a reasonable amount, and i s 1t 

soaethlng the utility ought to be doing? 

MR. JBNXINS: You basically put a cap on it in a 

rate case expense. 

MR. PALBCKI: r •m not certain. But I believe 

there &ay have been a co .. ent in the order on 

conservation coat recovery saying that these wer e ~ ot 

items appropriate for recovery, but that they may have 

been appropriate a~ rate base items. 

COKHISSIONBR BEARD: There vas a very care f ul may. 

The, I don't think that a judgment vas made one way or 

the other. 

MR. JENKINS: No, and I'a not saying that 
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judqaent. 

COHHISSIONRR BRARO: Well, it'! aarginally cost 

effective. There have been, I don't know if I want to 

use the tera abuses, but certainly eoae activities that 1 

are at least distantly related to th i s program by the 

Coapany that I don't think are appropriate. 

KJL BALLINGER: 1 agree, and f .or part of t hose 

reasons they vere reaoved from cost recovery for a 

period of tlae. They also vere not allowed 1n the tax 

aavlngs, because rationale vas the t ax savings ver e 

just li~e a coat recovery. So they did go v1thout the 

money for a couple of years. 

COHMISSIONBR BBARO: Well, I guess ay vot e vould 

be the could go without it some more . 

CHAIRMAN WILSON: Is this projected expense for 

1990, or 1a this --

MR. BALLINGER: Yea. It's their b•1dqet aaount. 

COHMlSSIONBR EASLBY: You have a motion for staf f 

and I'll second it. 

COKHISSIONER GUNTBR: I aoved it. 

COKHISSIONER BBARO: Hove staff. 

CHAIRMAN WILSON: Staff recommendation. All 

rlqht, all ln favor signify by saying aye. 

opposed. Aye. 

COMHISSIONBR GUNTER: Hove it, 64. 
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COMMISSIONER BASLEY: Secon~. 

COKMI SSIONER GUNTER: I'll mo·.re 6 5. Excuse me, 

I'a sorry. 

CHAIRMAN WILSON: can I look at the numbers from 

Issue 63 and 64 together? Are they really for the same 

things? 

HR. BALLINa!R: No. 

CHAIRMAN WILSON: No. What 1s 64? 

MR. JENKINS: 64 ~s your support group. It's a 

loa~ gather t ng, a data gathering, a me~er1ng m1ss1ng 1n 

lte use for a variety of both customer service and 

conservation aeasuree. 

COKHISSIONBR BBARD: You could look at 63 and 65 

to9ether to soae degree. 

MR. BALLINGBR: Yeah, possibly. 

COKMISSIONBR BBARD: You are spending 425,00 0 to 

educate people to do the kinde of thi ngs in Iseue 63 

that you are going to spend 457,000 . 

MR. BALLINGBR: There could be the argument that 

part of the Good Cents program 1s education. This one, 

Issue 65 ls more where they actually go out to schools 

and civic clubs and this kind of things. 

COMMISSIONER BBARD: To teach people to do • tte 

things that you are going to pay to have done in 63. 

COMMISSIONER GUNTER: Yeah, but in th~ light of, 

GOKIA AND ASSOCIATES 



2 

3 

4 

5 

6 

8 

9 

10 

:I I 
1:? 

I ' 

14 

15 

16 

17 

18 

19 

20 

21 

22 

24 

25 

19 5 

ve started off with the fleas on the camel , ln light of 

vhat has happened, the conservation needs to have all 

of the daan push in the vorld. 

COHMISSIONBR BEARD: It vill, Comm1ss1oner, as 

soon as the electric pric~ goes up you vlll see 

conservation like ln the old aaye. That's vhat 1e 

going to do it , not Good cents. 

COMMISSIONER BASLEY: Well, I tell you vhat, after I 

vhat happened d0vn in South Florida vlth the plea for 

conservation of that last emergency, 3nd tney coulu 

aeasure 250 aegavatts ln one day, I'm not too sure that 

maybe aoaebody isn't responding for ~ change. 

COMMISSIONER BEARD: Well, I'm not arguing 65, I 

agree vith those dollars, the vay they are spent. 

Okay. 

COMMISSIONER GUNTBR: Are ve still on 64 ? 

COMMISSIONER EASLEY: I don't knov. 

CHAIRMAN WILSON: Well, I aa glancing back at 63 

right nov. Is 63 the issue vhere the, I knov ve have 

already voted on this but I'm going to ask ~uest1on on 

it anyvay. Ia that the iaaue vhere ve had the 

discussion about the fact that nobody enforces the 

building codes out in the Panhandle. 

MIL BALLINGER: That vas part of the reason th 1 e 

ia customer service. 
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CHAIRMAN WILSON: And th1s !s ~here they 1n fact, 

feel they are ~o•~elled to do some things because there 

la no enfor~~•ent uf the building code. 

MR. BALLINGER: 1 don't kno~ if they feel they 

are coapelled, I think they stated as one of the 

benefits of it that it's helping to enforce the 

builcHng code. 

CHAIRMAN WILSON: Do you remember that order that 

ve had that vas dated in 1968 on advertlelng expenses , 

and if I recall correctly, one of the pieces of that 

indicated that education programs, and pubiicat1ons 

that vere pre-approved by the comQieeion ~ould be, 

would be alloved recovery 1n rate~? Am ! 

a1aa-reaeaber1ng7 

MG. RULB: That came up in the t~ x eav1nqs , in 

PPL'a tax savings. 

CHAIR~ WILSON: Do you remember ~hat the ordtr 

said? 

MR. BALLINGER: Is that the one that ~ae also 

reconsidered? 

CHAIRMAN WILSON: Yes, it vas reco.'leldered. I • m 

not saying that the order is in effect, and ve are 

using it. But there vere some principles enunciated 

there that were certainly of some interest t o me. 

MS. RULB: I don't remember that r1gh~ off hand, I 
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CHAIRMAN WILSON: All right. Itea 65 . 

Staff recoaaen4ation. 

COMMISSIONER GUNTER: Hove it. 

CHAIRMAN WILSON : Without objection. 
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MR. BALLINGBR: Have you voted on 64? I'm u ~cleat 

on that. 

CHAIRMAN WILSON: Yes. 

COMMISSIONER EASLEY: Hove staff on 66. 

CHAIRMAN WILSON: 66, staff recommendation . 

COMMISSIONER GUNTER: Yeah. 

CHAIRMAN WILSON: 67 . 

COHMISSIONBR GUNTER: I'll move it reluctantly. 

MR. BALLINGER: Yeah, this gets to the FEECA 

arguaent again, vh1ch ve had in the tax ~avings. 

COMMISSIONER BASLEY: I still have a problem. 

CHAIRMAN IILSON: I va nt to make su~e in decid i ng 

this issue, that ve haven't decided vha t FEECA says. 

MR. BALLINGER: Well, you knov I like thi s 

recoaaendation better, because it's just say's it 

proaotes the use of electricity. It doesn't say it'3 

contrary to FEECA . 

COMMISSIONER EASLEY: Yeah, 1t does too. 

CHAIRMAN WILSON: It does sa~ contrary to FEECA. 

COHHISSIOMER EASLBY: It s u r e does. 
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KP. BALLINGER: Not 1n t he recommendation part. 

In the discuasion part it does, but 1n the actual 

rec ;aaendation --

CHAIRMAN WILSON: Sometimes the discussion creeps 

1n the order too, you knov. 

KR. BALLINGER: We'll m~ke sure it d oesn't. 

CHAIRMAN WILSON: 66. 

COMMISSIONER GUNTER: Hove lt. 

COMMISSIONER EASLEY: Second. 

CHAIRMAN WILSON: Staff recommendation. 

COMMISSIONER EASLEY: Yeah. 

CHAIRMAN WILSON: 69. 

COHMISSIONBR EASLEY: Hove staff. 

CHAIRMAN WILSON: Staf f recommendat 1)n. 

70. 

COMMISSIONER EASLEY: Does any of thls change? I 

move staff. 

CHAIRMAN WILSON: Without objecti on. 

71. 

COMMISSIONER GUNTER: Move lt . 

CHAIRMAN WILSON: 72. 

COMMISSIONER GUNTER: Hove it. 

CHAIRMAN WILSON: Without objection. 

73. 

COKHISSIONBR GUNTER: Do any of these change ? 
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KR. ROMIG: I don't believe ~o, no, ~ir. None of 

thea change right nov. 

COKHISSIONIR BEARD: In 73? 

COMMISSIONER GUNTBR: Itea 73. 

COKMISSIONBR BIARD: Transmission wouldn't change 

for Scherer? 

MR. BALLINGER: You aay be thinking of 

transa1es1on runs, vh1ch vould show up you in Issue 80. 

COKHISSIONBR GUNTBR: Production wouldn't change? 

Just the chargee to FCA. 

KR. ROMIG: You are right, that southern part wi ll 

change. 

COMMISSIONER BEARD: There will have to be som~ 

changes. 

CHAIRMAN WILSON: Have you all done any 

calculation on that. 

COHHISSIONER BEARD: No, but they w1 :1 . 

CHAIRMAN WILSON: Is this one of those 1tem5 you 

calculated vith Sche rer and without? Or have you done ' 

thea without yet? 

KR. ROMIG: We have not adjusted this for -­

CHAI RMAN WILSON: Do you think 1t wi ll change? 

HR. ROHIG: It vill change baaed on number 

HR. BA.LLINGER: I think ve are talking by each 

other here. The number I vas talking about, wa~ 
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transmission runs. These are s outhern Company '~ 

services charqes, and I believe these vere done based 

on allovin9 Scherer in, they may change nov t hat 

Scherer is out, and I don't know that ve have them. 

CHAIRMAN WILSON: Why don't you check on t~at, and 

see . Let's just kind of bypass 73 f or the moment . 

COHMISBIONBR GUNTER: Yeah. 

COMMISS ~ONER GUNTER: Hove 74. 

COMMISSIONER EASLEY: Second. 

CHAIRMAN WILSON: Staff vithout objection. 

75. 

COMHISSIONBR GUNTER: Move 1t. 

CHAIRMAN WILSON: Staff. 

76 . 

COKHISSIONBR GUNTER: Hove it. 

CHAIRMAN WILSON: Staff position vlthout 

objection. 

77. 

COMMISSIONER GUNTER : Mr. Chairman, I ' ve got d 

proble• vith the recommenda t ion, and sam~ of the 

analysis, and I don't knov 1£ it's the r ight place , but ) 

you see Gulf ls budqetin9, the que~tlon, Gulf t~ 

bud9etin9 210,000 OiMs per RiO developmenta l project , 

are these expenses reasonable. The characteri zation i s 

that vhen it's an R'D project, and 1£ I und~ r - ta nd 
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staff's recoaaendation, it shoul~ be exclu~ed lf 1t'~ 

an ongoing R&D project . Is that right? 

CHAIRMAN WILSON: Are you talking about t he 

coaaent about the aci~ rain monitoring program? 

COMMISSIONER GUNTER: ~eah. I understood that 

tbere vas an aaount included in the pr~vlous r ate case 

related to acid rain monitoring, and this vaa and 

increaental aaount in addition to that. Is that wrong ? 

HR. BALLINGER: No . In their HFRs, not i n the i r 

KFRe, well, yeah, in the i r MFRs, 1n breaking down O&H 

functions they vere over the R&D research or the R&D 

function by e210,000. As part of their justification 

they listed several programs. All of those were nev 

except for 1n staff's posit i on, thia acid rain 

aonitoring . It vas found that there vas money budgeted 

1n '84. so there would have been a benchmark amount 

for the act~ rain deposition stu~y . Tne monitoring vas 

an outgrowth of 1t. We gave the exact same rationale 

in the tax savings that this isn't a n~~ program. 

COMMISSIONER GUNTER: Well, acid deposition study 

in itself vas coapleted. That vas the FCG study. 

the, as a fallout of that there 1s continu i ng 

Then 

aon1tor1ng, for instance the r e vere three lakes i n nor t 

Florida that vas being done whether ther e vas here or 

not . There vas a forest study. There is a remalnde · 
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of 1t that 18 being done and put together, and I 

believe that data is being sent to Bechtel, and to E. 

H. Peck1n (Phonetic), is it E. H. Pecxi n? For 

inclusion In NAPATH, and that is an ongoing process 

where aoae folks, because of the region they vere in, 

soae folka expen~iturea, I just happened to be vell 

involved 1n, I mean, reasonably vell informed about 

that. Some folks' level of participation increa~ed by 

the locations in the state that they vere in the areas 

that were picke~ for further study. 

MR. BALLINGER: Righ t . 

COMMISSIONER GUNTER : Isn't that vhere ve are at 

here? 

MR . BALLINGER: Yeah, and I, that's exactly vhat 

happened. What bothers ae ia that Gulf i n their 

justification shoved zero amount for this thing vhen 1n 

fact there vas mone y budgeted for this acid rain 

deposition atuOy, this aonitoring is just a 

cont1nuat ion of that project 1f you v i11 . So to me 

that 1s not a just1f1cat1on of this variance . 

COMMISSIONER GUNTER: Well, vhere else vou ld ve 

allow the aonlea to do that? 

COHMISSIONBR BEARD: They are already 1n the base. I 

MR. aALLIHGER: Right, to me there should have 

been money in the base. The variance vou1d have been 
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• neither less or there is $43,000 hidden somevhere else. 
1 

It vas Gulf's choice to put this forvard as a 
3 

justification. 
4 

COMMISSIONER GUNTER: I don't vant to see as a 

justification that ve are d1salloving the acid rain. 
6 

HR. BALLINGER: Oh no, no, no. 

8 

COMMISSIONER GUNTER: Well, I don't vant to see 1t l 

I about potential expenae to customers of 7 to 8 billion 

coae out ln an order. Because nov you are talking 

10 
dollars and you are going come 1~ and hang that this 

I ' 
Coaal~sion, that I ever voted to disallov money for 

11 
that research, no. 

13 
HR. BALLINGER: We're not, ve are not taking --

I J 
COMMISSIONER GUNTER: Not this year. Not thts 

15 
l1fet1ae. 

16 
HR. BALLINGER: We are not taking exception vlth 

17 
the prograa, ve are taking exception for vhy they 

18 
couched it as a justification. 

19 
COHMISSIONBR GUNTER: I aa concerned ab~ut that 

20 
anyvay. 

1 1 
CHAIRMAN WILSON: Do ve no vhat is in the base? 

n 
MR. BALLING&R: No ve do not. 

23 
COKHISSIONBR GUNTER: If you knev vhat every~hing 

24 
vas then I guess, vould get dovn t o zero base budgAtlng 

25 
vhlch is the only vay out of this thicket. If you go 
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in an~ pick soaethlng else and stick this in 1nd 5ho~ 

that this allowance vas for that other item. That is 

the only vay that could be done. 

KR. BALLINGER: Right . 

COMMISSIONER GUNTER: I vant to tell you, hoveveL 

this thing ls voted on, 1£ necessary, I would have to 

vrite a ~lssenting on that because that thing 1e so 

pressing on us today, big t1ae billions of dollars. 

MR. BALLINGER: B3 lieve me, I ~ad trouble with 

this too, vith disallowing it. It goes back to the 

whole function of the O~M benchmark, and the way it 

vorks, and ve had this discussion tax savings, that 

just because they didn't give a justification you thro~ [ 

it out, even though the program itself may be good, we I 

had to bid vlth the EPRI dues and distribution of tax 

savings. So I'a syapathetic vith you . I'm not saying 

the prograa ia ba~ or vhatever. I am saying t he 

justification that Gulf provided is not the proper one. 

COMMISSIONER GUNTER: 1 would allo~ it. I would 

move to deny staff and allow the $43,000 for the dcid 

rain monitoring program. 

COMMI SSIONER BEARD: Well , Commissioner that to me l 

certainly gives the appearance, or potential of double 

countlnCJ. 

COMMISSIONER GUNTER: I doh 't know that it does, 
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Commissioner, and it's one of the reason th~ t I started 

to challenge staff, but I didn't. 

CHAIRMAN WILSON: Have ve got any documentation 

where you can look back into these accounts and see 

what the base -- is there anything in the record that 

would allow us to sort of resolve this concern at this 

point, or are we beyond that? 

HR. BALLINGER: I don't think so. 

COMMISSIONER BEARD: You would have to go back to 

'84, vhat vas 1a allowed in that rate case, and it 

escalates by the escalation of the benchmark that 

portion of it does up until now, and then you are on 

top of that you are going to place this money. 

HR . BaLLINGER: What was troubling is Gulf showed 

a, for all of the R&D projects is zero in '84 when 

there was soae money ln '84 for R&D projects . It may 

be that soae projects sub~tituted out others? But they 

were shoving zero for everything. And granted most of 

them were nev projects, so I could take a zero budge · 

for '84, but this one vas not. 

COHHISSIONER GUNTER: This gets you, as far as I 

aa concerned, you picked the wrong one to save this 

light expense on. 

MR. BALLINGER: I didn't like it, believe me. 

CHAIRMAN WILSON : Well, Commissioner Gunter have 
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you aoved to allow that? 

COMMISSION&R GUNTBR: Yeah. 

CHAIRMAN WILSON: Is there a second to that? 

Palling a second. Is there another aotlon? 

COMMISSIONER BEARD: Hove staff. 

CHAIRMAN WILSON: Staff recoaaendat1on on 77. 

COMMISSIONBR EASLBY: Second. 

COMMISSIONER GUNTER: I would vote no, becau~e of 

the vay the reco .. endatlon, the language 1n the 

recoaaendat1on, and I vould hope that staff vould be 

sensitive enough, that vhen you wrote the order, 

well, that is the only piece of the order that I want 

to see. 

CHAIRMAN WILSON: I think what you want to make 

clear is that this a burden of proof item and not a 

disallowance on the substance of the efforts by the 

Coapany, because I tend to agree with you, I think the 

staff agrees v1th you also, that efforts in the area 

of acid rain are really critical, and are a neces3ary 

effort by the Company, and we don't want it to be ILad 

as disapproving that. What this, the concern here 13 

that you are doubling counting aoaeth1ng that's already 

been included and that there vas a failure of burden of 

proof to deaonatrate that this was not already 

considered. 
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COMMISSIONER GUNTER: Right. 

CHAIRMAN WILSON: cause, vould that be fair? 

COMHISSIONBR GUNTER: Hy concern ie, I vould 

challenge staff to shov me vhere that had been included 

another place that it vas included, and you are going 

to say you can't do 1t, so, that is the reason I didn't 

challenge it. 

COMMISSIONER EASLBY: I would move ~taff on 78. 

COMMISSIONER GUNTER: I vould second it. 

CHAIRMAN WILSON: All right. 78 ldthl.:Jt 

objection. 

COMMISSIONER EASLEY: 79 stipulates. 

CHAIRMAN WILSON: 79? 

COMMISSIONER GUNTER: I would move Issue 80 and 

that is a calculation there where Scherer has been 

reaoved ~nd that flgure. 

HR. BALLINGBR: There 1a a typo on there. I t 

should be 1 aill1on 822. I don't know if you have it 

on your vote sheet, but the aaount of tran~m1ss1on runs 

fol' Scherel'. 

COMMISSIONER GUNTER: 822. A m1111on and 822. 

MR . BALLINGER: Right. System 1763 million 

jur 1BG1ct1onal. 

COMMISSIONER GU:lTER: All r lght. 

CHAIRMAN WILSON: 81. 
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COMMISSIONER BASLBY: Hove staff. 

COMMISSIONER GUNTER: Yeah. 

CHAIRMAN WILSON: Without objection. 

82. 

COMMISSIONER GUNTER: Hove lt. 

::!08 

COHMISSIONBR SBARD: Does 82 change because of 

Scherer? 

MR. SLEMKBWICZ: 82 1s a fallout. 

COKMISSIONBR GUNTER: That is a fallou~. 

CHAIRMAN WILSON: So ve need to teaporar1ly pass. 

MR. SLBKKEWICZ: Teaporarlly pass that. 

CHAIRMAN WILSON: Temporarily pass 82. 

COMMISSIONER GUNTER: You vould have to do --

MR. SLBMKBWICZ: You vould hftve to do th€ same vay 

vlth 83. 

COHMISSIOlfJI!R GUNTER: 83. 

CHAIRMAN WILSON: The saae v1th 84. 

MR. SLBMXBWICZ: The saae v1th 84. 

COKMISSIONBR GUNTER: 85. 

MR. SLBKXBWICZ: 85 . 

COMMISSIONER GUNTBR: Hove 86. 

CHAIRMAN WILSON: Without objection. 

Iaaue 87. 

COMMISSIONER GUNTER: Move 1t. 

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 bredk, 

and come back to 88. 

(Recess) 

CHAIRMAN WILSON: Staff recommendation on 88? 

COMMISSIONER EASLEY: Second. 

COMMISSIONER GUNTER: Mr. Chairman, I'll move r ~ em 

88. 

CHAIRMAN WILSON: All right. Item 88, staff 

recoaaendation without objection. 

KR. BALLINGER: co .. lssioners, if I may, v~ need 

to-- back on Issue 80 v1th the tran~miss1on runs again ! 

on Plant Scherer, there aay be, in addition to removing 

Plant Scherer, there aay be soae additional credits 

that have been credited in UPS to reduce revenue 

requireaents, and ve vant to double check those, and vel 
can bring those back to you vith the final numbers on I 
total revenue requirements. we jus~ vant to let you 

knov that there ia a poss1b111ty that some of that 

offset aay be offset. 

CHAIRMAN WILSON: There is an offset to --

MR. BILLINGER: There may be. We want to look 

through that and track the numbers through. 

CHAIRMAN WILSON: All right. 
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COMMlSSIONBR BEARD: Whatever the rtqht number i s, 

2 it is . 

3 COHHISSIONER GUNTER: Hove 89. 

4 CHAIRMAN WILSON: ls~ue 69 without ob jection. 

5 COMMISSIONER EASLEY : I vould move Is~ue 90. 

6 CHAIRMAN WILSON: 90. 

7 CHAIRMAN WILSON: Issue 90 ~1thout objection. 

8 Issue 91. 

9 COHHISSIONBR GUNTBR: Hove lt . 

10 CHAIRMAN WILSON: Sta ff recommendation wi thout 

objection. 

COMMISSIONER BEARD: Walt ~ minute . Okay . 

I ] CHAIRMAN WILSON: Issue 92. 

14 COMMISSIOMBR BASLE~: Hove staff. 

15 CHAIRMAN WILSON; All right. Staff recommendation 

16 vlthout objection. 

17 Issue 93. 

18 COMMISSIONER EASLEY: Hove staff. 

19 CHAIRMAN WILSON: Staff recommendati on w ~thout 

:.?0 objection. 

21 Issue 94. Coaa1ss1oner, I 'm going to have to 

22 disagree vith this. 

23 MR. BALLINGER: Well, you may not disag r ee once 

24 I tell you what happene~. 

CHAIRMAN WILSON: I'll bet I do . 
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HR. BALLINGER: When this, the way th is 1s eue vas 

phrabed and the vay the KPRs were stated I vas under 

the impression that vas an additional expense to EPRI 

dues. I vent through the analysis like that, stating 

that thia vaa additional. 

After the tax savings I vent back and did a litt l e 

bit further analysis and found it. An~ one e vening 

about seven o'clock there vas a couple of sente nces o n 

cross examination that brought out t hat this vae 

basically encompassed in BPRI dues. This vas an 

inter nal allocation, and vas ca l led nuclear expens es. 

Por that reason I vould have no objection to a l l owing 

it, and that vould not take exception to EPRI dues . 

COMMISSIOMER GUNTER: I'a going to move sta f f be 

denied vhen you allow those BPRI d~es and research be 

included. 

CHAIRMAN WILSON: Okay. Wi thout obje ct i on. 

Thanks . 

COMMISSIONER EASLEY: Why don't we shov t hat a s 

hav1n9 moved staff alternate recommendati on. 

CHAIRMAN WILSON: All right. Staff al ~~rnate 

reco-endation. 

MR. BALLINGER: Thank you. 

COKMISSIONBR EASLEY: You're welcome . 

HR. BALLINOBR: It keeps my ba ~ting average up . 
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recoamenjatlon . 

COKKISSIONBR GUNTER: Hove 95 . 

CHAIRMAN WILSON: 95. 

COMMISSIONER EASLEY: Hove staff. 

212 

CHAIRMAN WILSON: Staff v1thout obje~tion. 

96. 

COMMISSIONER GUNTER: Hove it. 

CHAIRMAN WILSON: Without objection. 

97 . 

COMMISSIONER EASLEY: Hove staff. 

CHAIRMAN WILSON: Staff without objecti on. 

98. 

COHHISSIONSR EASLEY: Hove etaff. 

CHAIRMAN WILSON: Staff without objection. 

99. 

COMMISSIONER EASLEY: Staff . 

CHAIRMAN WILSON: Staff vithout obj ect ion. 

100. 

COHMISSIONBR EASLEY: That's a -- th13 is a 

eummaxy 1seue. I vould move staff. 

CHAIRMAN WILSON: To the extent I under3tand, I 

agree. 

COMMISSIONER EASLEY: Th1e eume lt all up, and 

anything that hasn't been already gotten can be gotten 
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here but ve don't think anything needs t o be gotten. 

MR. BlLLINa!R: Thank you . 

COMMISSIONER BEARD: That's easy for you to say . 

COMMISSIONER BASLEY: 1 have been reading these a 

long tiae I think. 

CHAIRMAN WILSON: Iesue 101. 

COHMISSIONBR GUNTER: Hov~ it. 

CHAIRMAN WILSON: Issue 102. 

COMMISSIONER B&SLEY: Hove staff. 

CHAIRMAN WILSON: Issue 103. 

COKHISSIONBR GUNTER: Hove it. 

CHliRHAN WILSON: Without objection. 

Issue 104. 

COMMISSIONER GUNTBR: Hove staff. 

CHAIRMAN WILSON: Without objection. 

Issue 105. 

COMMISSIONER EASLEY: Staff. 

CHAIRMAN WILSvN: Issue 106. 

COHHISSIONBR EASLEY: Staff. 

CHAIRMAN WILSON: Issue 107. 

COMMISSIONER EASLEY: Staff. 

CHAIRMAN WILSON: Without objec tion, stat£ 

reco .. endation. 

1~8. 

COMMISSIONER EASLKY: Staff. 
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CO~MISSIONBR BEARD: And I can't qet you all to go l 

back on 63? 

COMMISSIONER EASLEY: What 1e 637 

COMMISSIONBR BBARD: That is the Good Cents new 

and laproved program. 

it? 

COMMISSIONER BlSLE~: No, it'e different. 

CHAIRMAN WILSON: Does 1t have advertlelng in 1t? 

COMHISSIONBR BEARD: I don't knov. 

CHAIRMAN WILSON: Does Item 63 have adJertle1nq ln 

MR. BlLLINGIR: I don't think eo. Tha t might have 

been a different one. And remember these die all 

historic events. 

CHAIRMAN WILSON: Sure. 

MR. BALLINGER: So any of the other 1eeues wo~ ld 

be prospective. 

COMMISSIONER BEARD: I'a talking about the issue 

that 1a Good Cents new and improved. 

KR. BALLINGER: Right. 

COMMISSIONER BEARD: Is there advertising 

associated with that? There has to be. 

KR. BALLINGBR: I'm not sure. 

COKHISSIOND BEARD: Huh? 

MR. BALLINGER: I'a not sure. I can't recall off 

the top of my head right nov lf there 1e . 
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COMHibSIONBR BEARD: Whatever. 

COMMISSIONER BASLKY: Do you vant to check and 

tell us vhen you bring the oumbers back? 

HR. BALLINGER: I have been told that ve believe 

there is some because it 1s the entire func~ional area. , 

CHAIRMAN WILSON: All rlqht. Staff o n 108. 

COKHISSIONKR GUNTER: Hove 109. 

CHAIRMAN WILSON: 109 v1thout objection. 

COMMISSIONER EASLEY: It's stipulated anyvay. 

CHAIRMAN WILSON: 110, ve'll see that later. 

111. 

COMMISSIONER GUNTER: Thdt 1s something t hat you 

have to calculate an~ discuss dovn the road because you 

don't knov vhat the overall ra te of return w'll be. 

CHAIRMAN WILSON: Should ve va1t on that unt il, 

until toaorrov or Monday -- or Tuesday? 

KR. PALECKI: I think that would be appropriate. 

We have a big ~ifference in our rate base after the 

various adjustaents have been ma~e by the coam1ss1on. 

So ve alght have a totally different recommenda tion. 

CHAIRH&H WILSON: All right . Teaporar1ly pass 

that then. 

COMMISSIONER BASLEY: 112 1~ stipulated. 

CHhiRKAN WILSON : 112 1s stipulated. 

COMMISSIONER GUNTBR: I ~ould move that we accept 
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it. 

CHAIRMAN WILSON: Item, I have 113, 1s :hat 

MR. PALECKI: Commissioners, ve can go back and do 

36 now. 

CHAIRMAN WILSON: I'a sorry, vhat item? 

MR. PALECKll Item No. 36, additi0nal vorking 

capital adjustaente. That vas an issue dependent upon 

Issues SO, 92 and 100, vhlch have all be£n deci~ed. 

COMMISSIONER GUNTER: Well, that is jubt a 

calculation, the results of the decisions on those. 

That ia not soaeth1ng for us to decide until ve see 

those figures, i& it? 

HR. PALECKI: Well, I believe the Commission would 

still have to vote on the adjustment. 

COMMISSIONER GUNTER: That's vhat I'm saying. 

When you get thea all put together vouldn't tha t be th~ 

appropriate tlae to do it? 

MR. PILBCKI: That vould be all right also. vas 

just pointing out it could be decided right nov. 

COMMISSIONBR BBARD: We can vote to approve Item 

36 v1th the adjustaents associated vith 50, 92 and 100? 

COMMISSIONER GUNTER: That's fine. 

CHAIRMAN WILSON: And 50 ve approved. Did ve 

approve 92? 92 ve approved. 

COMMISSIONER GUNTBR: And 100 ve approved. 
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CHAIRMAN WILSON: And 100 ve approved. 

COMMISSIONER GUNTER: Nov ve go back to the fuel 

issue, vhich is nuaber vhdt? 

HR. SH&A: 24. 

COKMISSIONBR GUNTER: 24. 

COMMISSIONER BBARD: I move my motion. 

COMMISSIONER BASLEY: Which vas vhat? 

COMHISSIO~&R BBARD: Hy motion var that ve vould 

allov a 90-day burn for plants vhere 90 day vas there, 

and there vere tvo plants, 

MR. SHBA: And Saith. 

COMMISSIONER BEARD: 

I believe it vas Schultz --

had a 57.6-day average 

inventory, and Sa1th had a 64.9, and that's vhat they 

vould allow . In addition you vould obviously nov take 

out Plant Scherer Unit 3 because it's not in r a te base. 

CHAIRMAN WILSON: And the, let me see if I 

understand what the policy is ve are sort of operating 

on here. One 1a tha t vithout adequate justification 

the aost that vill be alloved for an individual plant 

vill be a 90-day burn. 

HR. SHEA: 'that's vhat these figur es represent, 

and 1£ they had leas --

CHAIRMAN WILSON: All r1qht. And 1£ they had 

less, t r en one assuaes that the reason they have less 

is because 
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MR. SHEA: They need lese. 

CHAIRMAN WILSON: that 1e the a~propr~~te 

amount to have there. All right . In a, I don't want 

to CJet the reason I'm asking these questions, I 

don't want to get trapped 1n to another O&H adjustment 

kind of thing, benchmark type thlng. If a company 

comes in and deaonetratee that the amount of 1nventory 

that they hav~ at a plant is appropriate for whatever 

reasons that are associated vlth that plant, and it' 3 

in excess of the 90-day burn --

KR. SHBA: Then ve should allov that. 

CHAIRMAN WILSON: -- ve vould look at the merlte 

of that and make the decision. If it comes 1n vlth one 

that is less than that, lf 1t coaes in with one that 1e 

less than 90 days and thert' 1s no, there 1e no 

justifiable reason for buaplng lt up to 90 days or any 

reason for treating lt other than exactly wha t 1t ie, 

then lt vlll be treate~ exactly vhat 1t 1s. 

MR. SHBl: All you are doing is applying a generic 

policy on a plant-by-plant baale rather than a s ystem 

basis. 

CH\IRMAN WILSON: Okay, and the generic policy 1e 

vhatever lt 1s or 90 days? 

MR. SHBl: Well, the generic policy would be a 

maxiaua 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 

substa~tlal evidence that it is in excea~ of 9 0 day~? 

HR. SHBA: Yea. 

CHAIRMAN WILSON: And otherwise it's the lesser. 

HR. SHBA : It would be, 1£ they came, if they 

couldn't justify lt and they came ln vith 88 day~ ve 

would say 88 days 18 f lne because 1 t • a leas t11an the 90 

days. 

COMMISSIONER GUNTBR: And these are annual 

MR. SKIA: These are the teat year annual t1gurea. 1 

COHHISSION&R OUNTBR: Fine. Thlt is not a 

anapahot 1n time . When you've 90t the annual f1gur~~, 

that should 91ve a pretty good indication of what the 

requireaents are. 

CHAIRMAN WILSON: You don't ever have ,. and this te l 
a aide laaue, you don't really ever have a case vhere 1 

you have a 120 days 1n one pile and 60 ln the other, I 
and they can move coal froa one pile to the othe r. You 

really don't aove coal froa one pile to the other. 

HR. SHBA: You vould burn lt dovn. 

CHAIRl1AN WILSON: That's all you do. You real 1 y 

don't, you can't aake up on one vhat --

MR. SHBA: It doesn't aake sense . You vould just 
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atop ordering for the one plant and increase deli veries 

to the plant that you you wanted to build 1nventoiy up 

on. 

CHAIRMAN WILSON: Okay. All right. In that case 

I think this thing aakes sense. 

COMMISSIONER GUNTBR: It does to ae. You've got a 

motion. 

CHAIRMAN WILSON: You aoved, ano you seco1ded 1t. 

Any objection? 

COMMISSIONER EASLEY: I'm going to vote no just 

because I don't understand it. I am having trouble 

aaking the transition froa the 90 system-wide average 

to plant by plant. That's all. 

CHAIRMAN WILSON: All right. On Issue 24 then, 

Coamieeioner Beard's motion. And these are the figures 

on here. 

MR. SKBA : So that would be without Scherer to 

aake an adjustaent of $6,016,717 on a jurisdictional 

basis. 

CHAIRMAN WILSON: All right. Do ve need to 90 

back and address anything else at thle point? 

MR. ROMIG: Coma1ssioner --

HR. PALBCXI: The only thing that the Commission 

could addr sa r believe is Issue No. 2, although it's 

kind of a fallout iaaue. There ls an issue that vas 
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raised by Public Counse l that the total coapany p l ant 

is overstated by 11 aillion or $11-1/2 million, and -­

CHAIRMAN WILSON: Where is that is3ue? 

HR. PAL&CXI: That is Issue 2, and although lt'e a 

fallout issue, it's not a fallout unless there 1s a 

decision made on the Public Counsel's pos1t1or., either 

accept1nq it or rejecting lt. 

MR. ROMIG: Basically vhat Public Counsel did , 

they vent back and they looked, they picked a ~olnt in 

tiae vith regard to plant in service only without 

consideration of the other coaponents, l.e ., 

accuaulated depreciation, construction vork in 

progress, or any other iteaa. 

we requeeted Lllt~-£1l~d !5.*h1bit fJ70, wh!fh DfOiliJht 
all the coaponents, the rate base, plant, accumulat~d 

depreciation, property held for future use, the whole 

nine yards up through Hay vhereln ln ay opinion they 

justified any kind of variances they may have had 

related to refunds received back froa Plant Scherer 

froa aeor91a. The only adjust~ents --

CHAIRMAN WILSON: That vas Late-filed 570? 

KR. ROMIG: Yes, sir . 

CHAIRMAN WILSON: Is this just sort of in the 

nature of a aanity check? Is that vhat I'm looking at 

here? 
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KR. ROMIG: That's vhat I vould consider ~t. I 

think there is considerable discussion on the rtcord 

about ualng the aoet recent data, also 1n the use of 

all the coapon~nta of plant ln eervlce, net plant ln 

aervice ~a oppoeed to one e1ngle line item. So for 

thle reason ve ~eco .. end that no 

CHAIRMAN WILSON: Motion on Issue 2? 

COMMISSIONER GUNTER: Move lt. 

CHAIRMAN WILSON: Al~ right. 3taf£ recommendati on 

on Issue 2. 

MR. ROMIG: Thank you. 

COMMISSIONER BEARD: That is vlth the adjustments. 

MR. PALBCKI: We vould just vant to clarify that 

that le not to the figures, but to the recommendation, 

the figures v111 change. 

COKKISSIONBR nUNTER: The figures will have to be 

calculated. 

CHAIRMAN WILSON: I'a sorry, vhat vas that ? 

COMMISSIONER GUNTER: That vas just clarifying. 

If there 1e anything else, it's not a fallout to come 

back to. 

CHAIRMAN WILSC~: Okay. Issue 3 le aoot, t ight ? 

And 4. 

COMMISSIONER BASLBY: 3 end 4 is moo t . 

KR. VANDIVER: I think Mr. Slemkewlcz ls probably 
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the only aeaber of staff that has been through this 

wonderful process before, and I think he has got a 

su9qested vay to 90 for toaorrov, and Tues~ay. 

MR. SLEHKBWICZ: Well, I assume that tomorrow you 

are go1n9 to sta%t on the rate lseuee, and sometime, 

hopefully early in the morning, ve v1ll have the final 

revenue numbers f~r you to vote on so that once you get I 

finished with the rate issues they, the rate sec~ ion 

vill have the opportunity to do their rate d~sign over 

the weekend and Honday so that Tuesd@y they can present 

the rates to you, the actual rates. 

CHAIRMAN WILSON: Th~t's the vay I unders tood it. 

Do ve vant to start into a little bit of rate 

desi9n or do it in the aornln9? Why don't we just 

knock off for the afternoon and we'll start back on 

rate stuff in the morning. 

I 

the I 
I 

Are ve scheduled to start at 9:30 or 9:007 9:30. 

Has it it already been noticed for 9:307 Let's make it 

nine o'clock in the mornln9. 

(Whereupon, the proceedinqs recessed until 9:00 a.m. 

Friday Horning.) 
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PARTICIPATING: 

HICHA&L PALBCKI, Bsqulze, PPSC Legal Olvislon 

ROB VANDIVIR, &squire, FPSC Leqal D1v1s1on 

JOHN SLBKKBWICZ, FPSC Electric and Gae Division 

WILLIAM 7ALBOTT, FPSC Deputy Bxecut1ve Director 

• • • 
ISSUB 1: Recoaaendatlon that the Coa•1ss1on grant Gulf 

Power's aotion for recons1~erat1on. 

ISBUI 2: Recoaaendatlon that the Coaalss1on deny Gulf 

Pover•s aotlon for stay. 

IBSUB 3: Recoaaendation that the Coaalsalon deny the 

Office of Public Counsel's cross-aotlon for 

reconsideration. 

ISSUB 4: Recoaaendat1on that the Coaaleslon on its ovn 

aotlon aodify Order No. 23573 to correct the citation 

error discussed ln staff's aeaorandua dated Hovemb~r 

19, 1990. 

GOHIA AND ASSOCIATES 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

18 

21 

23 

24 

25 

P R 0 C B B D I H G S 

KR. VANDIVER: Coaa1ee1oners 

CHAIRMAN WILSON: Yes. 

MR. VlMOIV&R: thle ls the Gulf Pover 

3 

reconal4er•tlon. Gulf Pover fll •d four aotlons. Those l 

four aotlons are outlined on t he first paQe of the 

recoaaen4atlon. 

Public Counsel responded to all of thoe ~ aoti0ns 

an4 filed a croes-aotlon for reconetderat1on as vell. 

Nov, ve can go through issue by issue, hovever, you all 

vleh to proceed. 

1 CHAIRMAN WILSON: I think issue by issue vould be 

probably the aoat orqanlzed vay to deal vith this vh1ch 

would start us off vlth the 

MR. VANDIVRR: The aotion for reconsideration by 

Gulf Power Coapany this relates to the refund of 

1nter1a rates. 

CHAIRMAN WILSON: All right, let ae ask you a 

couple of questions about that. The lnteria vas based 

on vhat teet period? 

KR. SLKMKaWICZ: Septeaber 1989 . 

CHAIRMAN WILSON: 12 aonthe ending Septeabe r 1989. 

MR. SLBKKBWICZ: That ls correct. 

CHAIRMAN WILSON: All right. The full rate case 

vas based on 1990 projected. 
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KR. SLSHKIWICZ: That ia correct. 

HR. VAMDIVKR: 12/31 teat year~ 1990. 

CHAIRHAM WILSON: The calculation of the refund ae 

lt stands nov la that we took the aldpolnt of the 

authorized rate of return. 

COKM18SIONBR GUNtER: The newly authorized. 

CK&IRHAM WILSON: The newly authorized rate of 

return, and alaply plu99ed that in to the flqurea that 

vere dealt vith in the lnterla using the aaae data that 

we baaed the lnteria on vh1ch vae the 12 aont~s ending 

what vae it, Septeaber '89? 

MR. SLBMKBWICZ: That la correct. 

CHAIRMAN WILSON: That vae the only thlnq that vas 

done? 

HR. SLaHKBWICZ: That is correct. 

CHAIRMAN WILSON: The law says that the interla 

would be calculated to either lover or increase the 

utillty•a rates during the pendency of the hearing. 

MR. VANDIV&R: That's correct. 

CHAIRMAN WILSON: To the aldpolnt of the newly 

authorized rate of return. That ls the standard to 

review after you go back and look at lnter la after -­

HR. VANDIVER: Yea, alr. The question 

CHAIRMAN WILSON: And the statute that vas changed ! 

in 1980 -- I don't reaeaber when it was, but lt a~lowed 

OOHIA AND ASSOCIATES 
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there to be separate test years for interia and 

pexaanent. 

MR. VAHDIVIR: I tblnk that vas 1n the 1980 

leqlalatlon, yes, slr. The ques tion becoaes, 1 

believe, vhlch base you apply the ROE to, s hould it be 

the test year uaed in the full case or the assets used 

1n the lnterla, the tlae that the rates vere in effect, 

or should you go back to the period ending Septeaoer of 

1989. 

CHliRHAM WILSON: Well, I looked at the discussion 

that Hr. Talbott had at that aqenda conference, and I 

think the point he .. de ls vhen your lnteria, the year 

that you deteralne your interla and the year that you 

deteralne your peraanent do not overlap, then the 

1nter1a hae to stand on its ovn baaed on that t es t year 

1nforaat1on for the interia. Is that right? 

And your dlscuosion about this case vas that the 

tlae during vblch the 1nterla rates vere in effect ln 

fact vaa encoapassed vlthln the teat year itself fot 

the peraanent rates, therefore, ve had the 1nforaat1on 

that ve do not ordinarily have, vhich is data froa the 

data during the lnteria period. 

MR . SL&KKBWICZ: Right. On a projected bati l s 

bovever. 

CHliRKAM WILSON: On a projected basis. Because 

OOMIA ~MD A880CIATBB 
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the statute actually says to reduce or increase the 

coapany•s rate of return durin9 the pendency of the 

ca•e, but we usually don't have that data , and we have 

always rea~ that to aean a teat period that ls I 9uess 

theoretically representative of th~ period during the 

pendency of the rates. So ordinarily ve ar~ not even 

able to aake that kind of calculation, ls that 

That vas your point, Hr. Talbott, is that right? 

tft'. 'l'ALBOt'!': 'Put's correct. 

CHAIRKAH WILSON: By the saae token when the law 

vaa chan9ed ln 1980 to allow separate test years for 

1nter1a and peraanent, you sort of have your cho i ce 

about the deaonstratlon of your need. You can, you can 

take, ~o a deaonatratlon on a historical period that 

you need an interla increase, and then you can as~ fo r 

your peraanent on a different teat year usln~ a 

projected period I think is the usual dichotoay, ls 

historical for interla and projected for peraanent. 

MR. SLIHK&WICZ: 'Phat is correct, and vhat l~d to 

that vas one case vhere there vas a projected test year 

and they wanted lnteria and they had to use a projected 

basis to do that. 

CHAIRMAN WILSON: Uh-huh. 

HR. PALSCkl: The reason that 

CHAIRMAN WILSON: Ybe delightful inconsistency 

GOHIA laD ASSOCIATES 
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vlth that vas that you would have to show a current 

deflclency baaed on projected data, and there'e sort 

of a logical flaw lnhecent in th~t . 

HR. SLBHKBWICZ: That's correct. 

MR. PALBCKI: The reason that staff has 

recoaoended reconalderatlon is one of fairness . In the 

southern Bell order, vhlch ta att~ched to the staff's 

recoaaendatlon the Coaalaalon haa done an extene\ve 

analysis of exactly thls question that ve ar~ 

41acusa1ng. And the Coaalaa i on there said there are 

three options available to the Coaalaslon, and they go 

tbrou9h each of the three options. One of the options 

io uae of the 4ata froa the teat year used in granting 

the 1nter1a rates, •nd that is vhat ve have done in 

thla caae ln our lnltlal recoaaendatlon, and it's vhat 

the Coaa1aa1on voted on. 

On reconalder atlon ve have deterained that that is 

really not the aoat fair or the best vay to do it, 

althou9h lt la leqally defensible. In this particular 

case the use of the data fro• the test year used tn the 

full rate case, which actually overlapped the lnteria 

period, la auch aore fair and equitable, and that's why 

ve have recoaaended that the aotlon for reconsideration 

be granted. 

&nd ln the Southern Bell order that the Coaalsa1on 
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haa analyzed the use of the three options and the ir 

flnal vote in thAt case vas that they used the ddta 

froa the test year used in the full rat~ case. So 

although these three options are a ll available, they 

a re all legally defensible, I think clearly the use cf 

the 4ata froa the test year used in the full rate case 

ls the aost fair and equitable aethod of calculatlnq 

vhether t here should be an 1nter1a refund. 

MR. VAHDIVBR: In teras of the aaqnltud~ of this 

refund, lt'a .176 for KWH. So that vould be a $1.76 

basically for an average residential custoaer. 

CHAIRMAN WILSOM: For a thousand KWH. 

MR. V&NDIVBR: Yes, slr, ls the aaount you are 

looking at on a per custoaer basis. 

CHAIRMAN WILSON: Questions, Coaaissloners? 

COMNISSIONBR MKSSBRSKITH: Mr. Chairaan, I just 

need for the record to note that this la an issue that 

vas vote4 on prior to ay participation. 

CRAIRHAH WILSON: Rlqht. 

COHMISSIONBR GUNTER: Let ae aake s ure s o that 

there ls no aisunderstandinq on ay part, the practical 

effect could be, one scenario, could be that you vould 

take the equity return which vas authorized to the 

Coapany ln existence, that vas ln existence at the time 

the lnterla rates vere granted and use that equity 

GONIA AND ASSOCIATES 
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coaponent in calculation of any lnterla award, flnal 

inter 1a award. 

or, two scenarios, or you can take th~ newly found 

authorized rate of return, which flts paren four of the 

1nter1a statute, and use that interia, use that newly 

found a~thorized rate of return in calculation of the 

1nter1a that would have been allowed. Those tvo 

scenarios, is that sort of bottoa line where you are 

at, because the arqu•ent la over the equity returP, the 

equity coapone nt tha t was used ln the calculation, 

isn't that corr ect? 

MR. VAMDIVBR: I think you are required to use, to 

teat the lnterla award with the newly authorized. 

COMMISSIONBR ~: Well, isn ' t that the 

arguaent thouqh? Isn't that just a bottoa-llne 

arquaent? 

CHAIRHAM WILSON: I don't think the arguaent is 

the difference between which equity t:ates you use . The 

arguaent la vhlch teat per i od data you apply the nevly 

authorized equity period. 

HR. PILBCKI: !be question is really vh1ch data 

you are ue1ng. The lnterla teat year that vas used had 

a auch lover bottoa-llne return, base rate base. 

COMHI88IOU8R GtnrrBR: l understand . 

HR. PAL&CKI: And afte% the rate case vas 
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conducted and the hearing waa had, ve had a auch higher 

rate base. 

COKMISSIONBR GUHTBR: I vas just try i ng to cut 

throuGh to .. ke sure that I understood. So lt' a not 

a difference in equity coaponent, lt really is a 

differ: nee ln the rate base and Its two test periods. 

HR. PALBCkl: That 1s correct. 

COHMISSIONBR GUMTBR: Ia whether you us ed the tee t 

period for: the lnter:la year or: the projected year. 

MR. PAL&CKI: l xactly. 

COKHISSlOHBR GUNTIR : In the calculation of 

lnteria rates . That ' s, because lt had to be one or the 

other:. 

MR. PALBCKI : At the tiae the lnterla rates are 

deterained all you can use is the lnterla year. And 

the arguaent that Gulf has aade la that after the rate 

case you have a aucb bett er picture, and after you have 

looked at the projected test year you have better da t a . 

And that is the aaae conclus ion that the co .. lsslon 

caae to 1n the southern Bell order. They said the 

better vay to do lt la uslnq the data fr:oa the test 

year: used 1n the full rate case. 

CHAIRMAB WI~SOM: What la the, vhat is the 

principle -- vh t is the goal that ve are trying to 

achieve here? What does the statute say? 
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MR. PALBCKI: The statute says any refund ordered 

by the Coaalsslon shall be c a lculated to reduce the 

rate of return durinq the pendency of the proceedinq to 

tbe aaae level v1th1n the range of the newly authorized 

rate of return. 

COMMISSIONER BASLBY: Wha t are th~ - - is the aaln 

difference betvee n thla and the Fernandina case the 

overlapping of the teat yeaT? 

HR. PAL&CKI: I didn't get the question. 

COHHISSI ONBR B&SLBY: The aain difference betveen 

thla one and the Petnandlna case, i s lt the 

of the teat yeax? 

MR. PALBCKI: Ho, lt'a not t he only difference. 

~hat le one difference. Well, I vould say that , that 

that is a difference. But ln the Fernandina case the 

question as to vhleh teat year should be ~~ed t o 

deteralne lnterla vas never really ra1aed. 

calculated ualng the data 

COKHISSIOKBR EASLEY: Proa the 1nte!1a. 

HR. PAL&cKI: -- froa the lnteria rates. And this 

question I don't think vaa ever f u lly developed . 

COKHISSIONBR GUN~BR: And the only piece 1n the 

statut~ that covers the difference ln t 1ae peri ods tha t 

I have been able to flnd la ln paren one, 366.07(1), 

and it's just such lnterla ratea aay be baaed ou a t est 
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period different froa the test period used in the 

request for peraanent rate relief. That 1 ~ the only 

reference I can see to different t1ae period. So it ' s 

before the Coaaisslon as to vhlch one to use, isn't 

that correct? 

HR. VAHDIVER: We bellev~ --

OOMKI8SIOND GUNTBR: There's no statutory 

CJU14ance there. 

HR . VANDIVBR: We believe that all of these 

options are leq•lly defensible. What we've, and what 

we've done ls ve have looked at it and we've said we 

think thla is the best one. But I think it's within 

your discretion to choose any one of the•. Becaus~ as 

you point out, Coaalsaioner Gunter, the statute doesn't 

provide qu1dance. We do not have a rule on the 

subject, and ve•ve qot precedent frankly on both sides . 

COMHISSIONBR GUNTER: Nov, I can recall that we 

even used it loosely enouqh in aoae previous 

proceedings that the nevly authorized, you know, •ore 

than covered the lnterla so you qo on, vay back vhen, 

and that ls just an overslapl1fication, vhich I'• 

qullty of on nuaerous occasions . 

HR. PALBCKI: Well, although it seeas l i ke an 

overalapllflcatlon, that really vould be the Option 

Ho. 3 that ls cited ln the Southern Bell order. 
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COHHISSIONBR OUNTBR: Sur~. 

MR. PALBCXI: It accoapllsh~s the saae thinq. 

COHMISSIOMBR GUNTER: It accoaplishes exactly the 

sa•e tblnCJ. 

HR. PALBCKI: It's just a n eas1er way of saying 

lt. 

COHMISSIOBBR OUNTBR: Yeah. 

MR . P&LBCKI: And that•s vhat ve vou: d ask ~e done 

as far as thls case ls concerned, and that the 

reconsideration be qranted, basically that the nevly 

authorized rate increase vould aore than cover the 

1nter1a. 

COHKISSIOMBR GUNTBR: Whlch is the one that I 

vould have been ao coafortable vith over tiae because 

nobody 90t abort-sheeted, and ve are supposed t o , I 

tblnk, be tryinq to cut dovn the alddle and see the 

interest of all the parties are protected. 

KR. VANDIVBR: Riqbt. our readinq of the past 

Coaalsslon orders, Gulf Pover cited llke five or six 

cases vbere you had used thle aethod ln the past . 

There vere tvo cases, recent cases, the Fernandina 

Beach be1nq the aoet recent vbere you used this other 

aetbod. 

COliHI 88 I o•a GUICTBR : Yeah. 

COKMISSION&R &&SLBY: What ls your pleasure7 
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COtuliSSIOII&R BBAR.D: Mr. Chalraan, I 'a qolnq to 90 

ahead and aove staff on Issue 1. I think \t'a 

consistent with where we have been, at least ln ay 

recent recollection and where we should be, and 1t'r 

the fair treataent. And I tend to be consistent in ... u 

ay votes in this 1£ I can. 

CONHISSIOM&R OUMTKR: I would second that aotior 

on staff's recoaaendatlon on Issue 1. 

CHAIRMAN WILSON: All riqht. It's bee n aoved and 

seconded. All in favor signify by saying aye. 

Opposed. 

HR. VAMDIVBR: Issue 2 is Gulf Power's aotion fo . 

a stay. &s you recall you all reduced the return on 

equity by 50 bases pointe. Gulf Pover has ~ouqht by 

th1a aotlon asking you to stay the effect of that whil~ 

they appeal this to the Supreae Court, collect the 

hlqher rate and aake that subject to refund under bond 

The staff baa recoaaended against the stay . 

OOKMISSIOHER GUNY&R: Move staff. 

COKMJSSIOHBR EASLBY: Second. 

COKMISSION8R BIARD: This isn't a request foe 

reconsideration of that? 

OOKHISSIOMBR BASLIY: No. 

HR . VANDIV&R: No, they are asking to stay your 

action while thoy appeal. 
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CHAIRMAN WILSON: Staff recoaaendation has been 

aoved and seconded. Any objection? 

All riqht, Issue 3 . 

MR . VANDIVIR: This ls the Public Counsel's aotlon 

for, crosa-aotlon for reconsideration. We also 

recoaaend that this be denied . 

COKKISSIONBQ OUN~BR: Move staff . 

COMHISSIONBR BBARD: And I aa going to , again that 

ls vhy I vas aakln~ the question earlier, I aa going to 

vote a9ainst that becauee of ay earli e r position on the 

penalty. 

CHAIRMAN WILSON: Let ae aak a question. I aa 

tryln9 to understand vhat the lsaues are here . And 

the staff recoaaendation ia that the 50-bases point 

reduction vas intended to be, to extend for a two-year 

period on a prospective basis as of the date of the 

institution or effect ive date of the rates in the cas e 

and vas to exten4 tvo years. 

MR. VANDIVER: Yea, elr, it ' s staff's vlev that 

the 50-bases point reduction ls a te•vorary aeasure; 

that the ROB that you found reasonable on a going­

forward basis vaa 12.55. There ls a tvo-year hiatus 

where they don't get 12.55, vhere they are entitled to 

earn 12.05. But ve think that the rate that you should 

look at la the 12.SS and not the teaporary reduction. 
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CHAIRMAN WILSON: And the reduction is a 

recognition of past aanageaent. 

MR. VANDIVBR: Past aleaanageaent. 

CHAIRKAft WILSOM: Past alsaana9eaent. So It's a 

prospective penalty for past aisaana~eaen~. It ts not 

-- it's not a penalty or reduction relating to current 

aanageaent? 

MR. PAL&CKI: That ls correct. 

HR. VANDIVIR: 7hat•e a difficult questi on be~ause 

in your order you found tvo bases for the 

aisaan.9eaent. One of the basis for ais~nageaent 

involves soaeone still vltb the coMpany, ~nd the other 

baals does not. You would say you didn't find any 

ongolnCJ prospective alsaana9eaent. They vere all prior 

to the hearing. So in that sense lt vas in the past. 

CH.liRNAII WILBON: Well, the issue thla sort of 

raised as I va~ reading through the brief, the point 

vas aade that this is so aany thousand dollars a day. 

HR. VAHDIVBR: 6,000 soae odd. 

CHAIRMAN WILSON: Whatever. And lt vas ala~st 

portrayed aa lf thla vas a dally fine that vas being 

aeted out on a day-by-day basis over the period o f the 

next tvo yedrs, and I vas trying to - - it just raised 

the question ln ay aind as to vhat exactly, vhat 

exactly ve have done here. I •ean the reason that I 
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asked that question la the penalty, an onqolnq penalty 

fo~ past aanageaent acts, or whether it's ~ current 

penalty for current aanageaent or alsaanaqeaent acts. 

And your answer to ae ls that it's a penalty for past 

aanageaent acta. 

HR. VABDIVBR: I think all 

COMMISSIONBR GUN~BR: If I can, Hr. Chairaan, 

there hae been a fllpslde of this 1ntetestinqly enough 

vlth thls Coapany. Back about ten years ago this 

Coapany received an increase in equity return for past 

practices through conservation efforts that had taken 

place. They vere far in the lead in this state, and in 

a rate case they a:ecelved, and I recall 10 bases 

pointe, which vaa prospective application for past 

practices because of benefit to the public. 

MR. VAMDIVBR: Given the nature of our 

COMMISSIONBR GUN7BR: I aa just saying there is -­

CHAIRMAN WILSON: That's vhy I'a trying to qet a 

grasp on that. [f the Coapany 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 ln the future 

for past actions? 

HR. VANDIVBR: They voul~ have because of th~ 

nature of this process. You all would aost likely not 
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find out about that internal coapany policy until lt 

"'aa brOUCJht to your attention at a future hearlnq. 

Okay, now they vould have been collecting that all 

alonCJ until such t~ aa you all qot the facts, aade a 

4ec1slon ba~ed on that reco£4 evidence, et cetera, et 

cetera. But lt's always a looklnq-back process , if you 

vlll, because you never have conteapor&neous knowledge 

of vbat la CJolnq on today aa a CJeneral rule in your 

procee41D9· Yhe testlaony la preflled aonths ln 

~dvance and t hey describe varloua events vlthin a test 

year, etcetera, etcetera, •nd it's alvays backward 

looklnq to aoae extent . 

CHAIRMAN WILSON: All right, I'a still not certain 

I know exactly vhat lt aeana, but is there a aot l on? 

COMKISSIOMSR GUHTBR: I aove Issue 3 of staff's 

recouendatlon. 

CHAIRMAH WILSON: Staff recoaaend6tlon on Issue 3 

vlthout objection. 

COJOUSSIOHBR GUIITBR: And four . 

CKliRMAM WILSON: And one no; that is consistent 

vltb your prior vote? 

COHNISSIONBR BBARD: Yes. 

MR. VAMDIVBR: The last lasue is a alstake the 

staff aade 1n d:r:aftln9 the order. It's a clerical 

thlnCJ. It vas ay alatake and I apologize. 
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OOKHISSIOMaR OUHT&R: To the vh1pp1nq post . 

CHAIRMAll WILSON: All ri9ht. Without objection 

l3sue 4 ls approved. 

MR. PAL&CKI: To juat ask for a clarification on 

co .. isaloner Beard's dissent on Issue 3, that vould be 

only aa to the iaaue concerning the a•ount of the 

penalty, is that correct? 

CO*ISSIOIISR BBUD: Yeah. 

HR. PALBCKI: !bank you. 

HR. VANDIVER: co .. lssioners, Mr. Sle•kevlcz 

lnforas ae there 1a really no reason to keep th1s 

docket open. Could ve go ahead and close it? 

CHAIRMAN WILSON: Without objection? 

COtoCISSIOliD GUli!BR: Yeah. 

CHAIRMAN WILSON: All riqht, the docket 1s closed. 

(Whereupon, d1scuas1on on the above l t e• concluded.) 
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P R 0 C B B D I N G S 

HR. VANDIVER: Commissioners, I think ve are here 

today to set the rates and to take care of one last 

1asue, the lnterl• issue. We can proceed in any 

order that you all vlsh. 

COKKISSJONBR GUNTER: Do the rates first? 

CHAIRMAN WILSON: Yeah, let's 90 ahead and do the 

rates. 

MS. KUMKBR: coma1as1onera, I distributed 

yesterday afternoon the final increase spread vhtch is 

ahovn on Schedule A, this la developed v1th1n the 

paraaetera that ve discussed on Pr1day and that you 

approved on Pr1day. Schedule B 1a essentially a 

fallout. This is vhat those nuabers 9enerate. And 

Schedule c shows they represent a thousand KWH bill. 

CHAIRMAN WILSON: To aake sure I understand vhat 

t'• reading here, before the 1nter1a increase the rates 

for a, thousand KWH on Schedule c vould have been 

$68.14. After the interim there vere $69.19, and 1£ ve 

approved these, after ve approve these rates the going ­

forward rate for a tbouaand KWH v1ll be $67.60. 

MS. KUMMER: Oiven these fuel and - -

CHAIRMJU~ WILSON: Given those fuel assumptions, 

right. 

MS. KUMMER: And the reason that dropped 1e 

GOMIA AND ASSOCIATES 
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• because of th~ ellaination of the seasonal rate. 

2 CHAIRMAN WILSON: I un~erstan~. All r!ght. Any 

3 questions about --

A COMMISSIONER GUNT8R: No, I'll aove staff, 

5 CHAIRMAN WI~SON: All right. Without objection 

6 then, the staff recoaa~n~ation on the calculation of 

7 the rates is approve~. 

8 MS. KEBTBR: The last coluan shove vhat the ra~es 

9 will becoae in two years. 

10 MS. KUMMER: On Schedule B. 

II MS. KBBTER: On Sche~ule B. An~ that is based on 

12 a .879 percentage increase across the board. 

13 MS. KUKKBR: .879. And as a houseke~p1ng matter, 

14 voul~ you llke in this order that the Company vill file 

15 rates accor~ing to this on, I guess August, by Augudt 

16 15th, 1992, I guess it voul~ be tvo years. 

17 MS. K8BTBR: To be effective on. 

18 MS. KUHK&R: Septeaber 15. 

19 COKHISSIORBR 8ASLEY: Are you talking about ~Me 

10 nev tariff. 

I I MS. KUKKKR : After the aanageaent penalty expires, I 
22 that's vhat this fourth coluan 1s. 

23 COMMISSIONER BASLBY: I'a sorry, I thought ve had 

24 alrea~y decided that. 

25 COMMISSIONER WILSON: I think ve have . 
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MS. KUMMER: You did decide. Do you vant th1~ 

order to reflect t hat they vlll file these rates? 

COMMISSIONER WILSON: Yes. That vas part of the, 

ve don't vant the 

MS. KUMMER: Just a point of clarification. 

COMMISSIONBR GUNTBR: We don't vant the fight ln 

the parkin9 lot. We vlll take care of 1t 1n the order. 

MS. KUKMER: Thank you. 

COMMISSIOMBR BASLBY : What have ve go~ left Hr. 

Chairman? 

CHAIRMAN WILSON: Ue have the calculati on of the 

interim. 

MR. VANDIVBR: Coamlssloners, on 111 ve vere 

concerned that perhaps the issue had not been devel oped 

fully enough in staff discussion, and ve passed out the 

southern Bell interia ord~r from 1982 ~h1ch fully 

discusses those options for you all. And ve v1ll be 

happy to ansver any questions. And I be l leve 
I 

I 
I 
' 

previously you have been handed the calculati on that 1s 'i 
adjusted by the earlier decisions you had made tn the 

full case. 

COMMISSIONER GUNTim: Well, Hr. Chairman, the 

Issue 111 poses 60aevhat of a dlleama ln that ve have a 

mlsaatch ln vhat fits. I think ve go back and you looK 

at previous policy prior to the last couple of ~mall 
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cases that ve had, previous policy has been that, and I 

think if ay recollection serves ae correct, ve had an 

1nter1a year, and a test year vas the same, vas one and 

the saae. And so ve didn't have a misaatch such that 

you voul4 have, and I'm not incorrect 1n soae of the 

cases that ve had recently, ve've had the situation of 

same test year and the saae interia year. I may be 

incorrect on that. Mr. Sleakev1cz could probably he~p 

ae. 

MR. SLBKXBWICZ: I believe in the last TECO case 

they did file a historical test year, and the i nterim 

year and the full year I believe vere the same test 

year. 

COMMISSIONER GUNTER: Rig~t. And ve, in the cases 

previously ve had been on a dollar amount, which I was 

a 11ttle concerned about vhen I read the statf's 

recoaaendation. The last sentence vas the only 

developaent of vhat the Coaaiesion policy had been, was 

that previously, up until I guess the Fernana1na, well, 

until the Florida Public Ut111t1es case, we worked it 

on a dollars basis, the dollars 1n the final award were 

greater that the dollars on the interim . It just went 

on, isn't that r1ght? 

MR. SLBHKBWICZ: In the aajor1ty of the cases. 

Various aethodologies have been use~ over time, but 
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probably predoainantly 1s the dollars. 

COKHISSIONBR GUNTBR: Yeah, and in this one, it I 

can understand staff's rationale, even though ve had 

a historic teet year and a projected, baaed on 

historical data vlth the projected test year and the 

inter im not even really based on a full time p~r1od, 

the staff's recoamendat1on is nov vith the projected 

teat year that ve have in this case, because ve found a 

lover return, to apply that lover return on c~lculat1on 

retroactively, ie that correct? 

KR. SLBKKEWICZ: That 1s correct. 

COKHISSIONBR GUNTER: I guess my problem 1a, this 

is the first tiae it's squarely been pretented in that 

direction, and the statute does allov a different 

period for interims, and a different period for the 

teat year on the golng-forvard rates. 

HR. SLBMKBWICZ: That is correct. 

COKHISSIONBR GUNTBR: 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 a&ylng ve didn't vote. Sometimes 

you vote on things that are not focused, to the point 

that they highlight thea, so you have to really think 

through thea. Eltl.er methodoloqy 1s correct, ls 1t 

not? 
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Is it legally correct? I guess 1s the concern I 

have, ia it correct in trying to think through thia for 

us to, to go backwards when you have a different test 

year? 

MR. PALBCKI: Yes, I believe that under the case 

law, and also the southern Bell case, there are three 

options that axe available to the coaaission an~ any of 

thea axe legally correct, and the question is which 1s 

the appropriate aethodology for this particular case. 

And the case law states that the Coaaission haa wide 

discretion v1th xegaxd to interla rates and interim 

refunds. Specifically, the case of United Telephone 

versus Mann, talks about the wide discretion available 

to the Coaa1ss1on ln determining the amount of revenues 

collected during the 1nteria periods. So, the question 

is vhat is the appropriate methodology. I think, any 

of them can be legally justified. 

COHMISSIONBR OUNTBR: Hr. Talbott, can you help in 

this thicket at all and help ae, because I'm in a 

quandary. 

HR. TALBOTT: Yeah, I apologize for not being as 

faa111ar v1th all the details of this case as I 

noraally vould ~ be~ause I have been on vacation. 

COKHISSIONBR Z&SLBY: Your t1aing is impeccable. 

COMMlSSIONBR GUNTBR: No excuse. 
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MR. TALBOTT: On this particular issue it's more 

of a generic issue, and I aa faa111ar with generally 

what I think the options are and what the coamission 

has done, and I have ay own personal, professional 

opinion as to which option I think is the best fit on 

this particular case. 

As Hr. Palecki has already told you, I tnink t he 

Bell case that he has referred to and handed out 1s 

sort of the landaark case of what the options are 

available 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 f 1rst option ls to •tse the actual data dur 1 nq 

the period that the interim rates were in effect, and 

to the best of my knowledge the Commissioners have 

never used that option for a very practical reaaon, 

that ls that the financial data to make that 

calculation isn't really available, and we are all 

suffering froa 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 

really wouldn't be cost effective. So, the 

Coaaissioners have always used one of the ot he r two 

options. 
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The secon~ option ln that Bell case, you used the 

data from the test year used in the full case. Hy 

personal opinion is absent some coopell ~ ng reason to do 

otherwise that ie the one that I vould prefer the 

Commissioners alvays use because it's the teet year 

that is used 1n the full caee that gets all th~ 

scrutiny, an~ lt's the one vith cross exam1nation, and 

depositions and so forth an~ so on. You do have ~ o be 

sure that you checke~ the revenue requirements that you 

coae up vlth in that, a full rate case, to be sure 

there aren't any adjustments that are prospective 1n 

nature like an attrition allovance or a depreciation 

represcrlption or soaething like that. But absent any 

of those types of adjustments, and in the Gulf case I 

am tol~ there are no a~justae~ts of that nature, then 

you simply compare the ~ollars of revenue requirement 

1n the full case with the collars in the interim, and 

as long as the ultimate revenue requirements are larger 

than the lnteria there wouldn't be any refund. 

The third option is to use the teat period used in 

the lnterlm, and that is a legally defensible option. 

It's the one that vas recoaaended in this case, and it 

ia the one that I guess that vas used in the last two 

smaller electric caoea. 

so I think either of the two options are available 
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to you. Neither one of thea vould be vrong. 

My profeaaional opinion in this particular case 

predoainantly because the interim rates vere collected 

froa March forward in this case, and the teet year used 

in the case vas 1990, I think the beat flt vould be to 

use the test year used ln the full rate case as a proxy 

for that 1nter1a period and 1f you did that there vould 

be no refund of the interia. But that is my personr l, 

professional opinion and either of the tvo ?ptione 

vould be legally defensible. 

CHAIRMAN WILSON: As a practical matter in any 

case then vhere the company has received make vhole 

relief on lnterla under the statute during a tlme of 

declining capital coats, 1f the final av~rd le higher, 

they vill receive or there vlll be no refund of interim 

even though there are decllning capital costs. 

KR. TALBOTT: As a general proposition that ls 

true. 

CHAIRMAN WILSON: All right . Under this, under 

the recoaaendatlona ln the staff recoaaendatlon is, 1£ 

you have declining capital costs the final avard can be 

higher yet you still may have a refund of lnterlm if 

the av~rd, if th~ capital, deteraination of vhat the 

cost of capital is lover in the final avard than lt 

vas in the 1nteria. Aasuaing different, vell, even 1£ 
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1t were the saae test verio~ you would en~ up vlth the 

saae xesult. 

HR. TALBOTT: If the a1dpo1nt that you ultimately 
I authorize ls lover than the previously authorized floor 1 

you are alvaya 9oinq to get a refun~. I 
CHAIRMAN WILSON: If the dollars are higher in the l 

pexaanent you will never have a refund. 

MR. TALBOTT: Assuming there are not a lot of 

adjustaents that are strictly prospective in nature to 

vhere you voul~ have to adjust the revenue 

xequixeaents to get an adjusted figure to compare to 

the interla. And in this case I don't think there are 

any. Like in the Bell case that we handed out thert 

vas an attrition allowance that vas strictly 

prospective ln nature that had to be adjusted out. 

There vas a depreciation repreecr1pt1on that wa s 

prospective ln nature that had to be adjusted out. It 1 

obviously vouldn't be fair to just compare the do llars 

lf part of the revenue reQuirements being granted are 

to take care of something that is strictly prospective 

in natuxe like a depreciation represcr1pt1on. You 

would to have back that out and then compare the 

adjusted dollars vlth the interia. But in this case I 

don ' t think there are any adjustments that are 

prospective in nature so you woul~n't make any 
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adjuetaent, therefore you vould simply be comparing the 

revenue requirements in the case 1n chief with those 

qranted in the 1nter1a. And ae lon~ ae the revenue 

requirements in the case ln chief vere higher there 

vouldn't be any refun~ . It's only on if they vere 

lover that there voul~ be a refund. 

COHMISSIONBR SASLSY: Ready for a moti on? 

CHAIRMAN WILSON: Yeah. 

COMMISSIONER EASLEY: Hr. Chairman , I·~~ move 

staff recoamen~atlon. 

CHAIRMAN WILSON: Any objection t o that? 

CHAIRMAN WILSON: All right. Wi thout objection 

then staff recoaaen~at1on on interim . 

I don't see anything else ve need to do thie 

morning? All rlght. Thank you. 

(Whereupon, discussion on the above proceedinge 

cone 1 u~ed . ) 
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Reporter, Certified Shorthand Report er, and Notary Pub 1 1 c 1 n 

and for the State of Florida at Larye: 

DO HEREBY CERTIFY that the for egoing agenda 

con ference proceedings were taken before me at the t1me and 
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