
. ·~ 

BEFORE THE FLORIDA PUBLIC SERVICE C0~1ISSION 

In Re : Florida Power Corporation) DOCKET NO. 920096-EI 
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THOMAS M. BEARD , Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 
LUIS J . LAUREDO 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER DENYI NG FLQRIDA POWER CORPOBATION ' S PETITION TO REVERSE 
THE TBANSFER OF RESERVE ACCOUNT SURPLUSES 

BY THE COl111ISSION : 

HOTICE IS HEREBY GIVEN by the Florida Public Service 
Commission that the action discussed herein is preliminary in 
nature and wi ll become final unless a person whose interests are 
adversely affected files a petition for a formal proceedi ng, 
pursuant to Rule 25-22 . 029 , Florida Administrative Code. 

Florida Power Corporation (FPC) filed its last depreciatio n 
study on November 29 , 1989 in Docket to . 891335-EI . At the 
December 18 , 1990 agenda conference , the Cor~ission approved 
r evised depreciation rates and reserve transfers effective December 
1, 1990. Order No. 23957 was issued on January 4, 1991 , and became 
final on January 28 , 1991, absent a petition for a formal 
proceeding on the proposed agency act ion . On January 31 , 1992, FPC 
filed a pe tition with the Commission r equesting approval to reverse 
the reserve transfers ordered i n Docket No . 891335 - EI, Order No . 
23957 and to represcribe the depreciation rates. Since the 
Commission has rules regarding the material to be submittec for a 
represcription of depreciation rates , staff advised FPC on February 
7 , 1992 that this required information would be needed . 
subseque ntly on Ma y 1, 1992, FPC filed an amended petition 
(Pet i t ion) focusing only on the reversal of the ordered reserve 
transfers and not requesting a chango in depreciation rates . This 
Order will specifically address the FPC Petition and not general 
policy wi th regard to reserve transfers. staff is currently 
studying the effect of rosen e transfers o n cost allocations 
between regulated a nd non-regulated operations . 
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In its Petition, FPC is concerned that revenue rates of 
certain customer groups arc determined from a rate base limited to 
specific plant accounts . While this may be correct , it is also 
correct for other electric companies as well as the telephone and 
gas utilities . Tho Commission has been ordering corrective reserve 
transfers for over a decade . Regardless, the Commission docs not 
prescribe depreciation r ates by c ustomer class or by revenue rate 
c lass . What we ordered, which is i n line with our policy regarding 
reserve-sensitive depreciation methodology, was a reallocation of 
reserves among accounts to bring the reserves more in line with the 
now expected life and salvage patterns. 

We reali ze that customer class revenue rates can be a ffected 
by reserve transfers . However, reserve transfers should not be 
considered i n isolation , but in the context of a full d eprecia t ion 
study . In FPC ' s next depreciation study , FPC should present 
information demonstrating any impact reserve tra nsfers may have on 
FPSC jurisdictional accounts and FPSC non j ur isdictiona l ac~ounts. 

Also, FPC argues that reserve transfers arc inequitable and 
are unnecessary because of the remaining life mechanism. I has 
been a standard practice that upon implementation of remaining life 
methodology, staff r e views the reserve position and reserve 
transfers or reallocations may be recommended. Rules 25-
6 . 0436(6 ) (d) and (7) (b) , Florida Administrative Code , refer to the 
review for possible reserve transfers . The last d e preciation 
review for FPC marked the initial implementation of reserve
sensitive depreciation rate methodology (remaining life) . In other 
words , for the first time, the reserve po~ition was used in the 
design of the resultant rates . Also, for the first time, the 
reserve was reviewed for reasonableness. Reserve imbalances 
typically had been brought about by such things as growth, 
incorrect estimates of life and salvage and unforeseen early 
reti remcnts. It should be noted that reserves by account or by 
plant site typically represent a reallocation or transfer from a 
reserve main taine d for some time on a function basis and probably 
for some tine on a total plant basis . 

It is also i nportant to note that FPC, itself, proposed 
certai n reserve reallocations as part or its depreciation review . 
In fact, we approved corrective reallocations within the 
Transmissions, Distribution and General Plant accounts, with the 
exception of Communications Equipment , that FPC had proposed . In 
addition, FPC had calculated a not reserve s urplus for ito 
Production Plants and had proposed that the bottom- line net surplus 
(the net of all accounts) De applic.d against the dismant lement 
expense calculation. Base d on staff ' s calculations, a net reserve 
deficit existed for the Production Plants. In Order No . 23957, the 
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ne t reserve surplus derived from the Transmission, Distribution and 
~eneral Plant accounts was applied as offsets against the perceived 
d e ficits in Production Plants. 

In a letter dated August 16, 1991, FPC sought an 
inter~retation from the Federal Energy Regulatory Commiss ion (FERC) 
with respect to the reserve transfers ordered by this commission . 
FERC ' s response indicates that these transfers could be viewed as 
res tatements of previously recorded depreciation expense and cited 
two cases that FERC had concluded that such restatements were 
ina ppropriate. (Attachment 1). 

These two cases are irrelevant to the decision in the 
d epreciation case . The first case cited is a 1976 decision 
i nvolving a request by Equitable Gas Company to transfer an amount 
from its reserve to retained earnings . Equitable Gas Compa ny, 
Docket No. RP75-70, Order Affirming and Adopting Initial Dec i s ion, 
56 FPC 1 655 (1976); rehearing denied 56 FPC 3109 (1976) . The 
company stated that the restatement represented the differen<..u 
reflec t e d between the book reserve and the calculated theoret i cal 
r eserve. FERC found th~t this transfer was inappropriate and 
i ncons istent with the Uniform System of Accounts and denied the 
r equest. In addition , the FERC staff position in this matter 
s t a tes that "the proper method to correct the overaccrual is by 
pros pective adjustme nt through amortization." (j_g. at 1659) . This 
is prec i s ely what was accomplished by our ordered reserve 
r eallocations for FPC. The total reserve was not restated, and 
the r e was no transfer to retained earning s. If each account • s 
s urp l us or deficit is amortized over one-year, the result is the 
same as moving or transferring a surplus from one account to 
a nother. The same amount is reallocated : it is just a matter of 
moving out of one and into another, and the account reserve 
position is corrected immediately rather than taking years to 
correct. For example: 

Book Reallocated 1-Year 
B~~~:t:V~ B~~~,(V~ AI!!Q!.!Dt Am21:t}~~ti2n 

Account X $4,000 $2,500 $(1 , 500) $(1, 500) 
Account '{ 1.800 J,JQQ l.~QQ 1, 5 QQ 

5,800 5,800 0 0 

As illustrated above, the net effect to the total reserve is 
zer o whether the reserve is reallocated. from one account to another 
or whe ther the imbalances are amortized . What we approved i n FPC ' s 
depr eciation study was not a transfer of reserve dollars to 
reta i ned earnings but consistent with what FERC was stating as its 
polic y in this 1976 case. Therefore, referring to this case as a 
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support for FPC ' s request for the Commission to reverse the ordered 
reserve reallocations does not relate . 

The second case cited by FERC is a 1984 decision invoJ.ving 
Eastern Edison Company (Eastern Edison). Eastern Edison Company, 
Docket No. FAB4-2-000 , 28 FERC 61,022 (1984) . A reading of that 
d ecisi on shows that this case involved a company that had its 
d epreciation rates increased at two different times . At no time 
during this period was a case for revenue relief requested. When 
Eastern Edison did seek rate relief , the Commission (Massachusetts 
Department of Public Utilities) allowed the company to decrease its 
total reserve by the increase in its expenses accumulated since 
depreciation rates were increased and place that amount into a 
t1is cellaneous Deferred Debit account to be amortized . FERC's 
decision was to deny this restatement of reserve. In our opinion, 
this case is not germane to the ordered reserve reallocations for 
FPC . There was no restatement of the total reserve and certainly 
no usc of a deferred debit account. 

One FERC opinion appears to be in direct conflict with th~ 

referenced cites given to FPC. Attachment 2 to this Order is a 
copy of a letter from FERC to Tampa Electric Company (TECO), 
s tamped December 5 , 1991, regarding an interpretation of the 
appropriate accounting treatment for the credit acquisition 
adjust ment resulting from its purchase of generating facilities of 
Sebring Utilities Commission. TECO had purchased these facilities 

at less than net book value resultin~ in the credit acquisition 
adjustment. Referring to paragraph three of th i s letter, FERC's 
opinion is that TECO should actually "restate" the reserve of these 
purchased facilities rather than considering this credit as an 
acquisition adjustment. This i s truly a restatement of reserve 
because the book reserve associated with the purchased facilities 
is being increased . The FERC opinion given to TECO appears to 
contradict its opinion given to FPC . In TECO ' s case, FERC is 
actua lly advocating a restatement of reserve. 

In summary, this Commission does not establish depreciation 
rates by customer class or by jurisdiction. PERC ' s opinion to FPC 
could be used to conclude that the FPSC-ordered reserve transfers 
represent a restatement of the reser ve position, and therefore, 
FERC views this action as inappropriate. In support of its 
opin i on, FERC cites two cases, neither of which relates to the 
nature of Commission action in Order No. 23957. The ordered 
reserve allocations in Order No . 23957 do not represent a 
"restatement" of reserve , do not involve a transfer to retained 
earnings , and do not involve a tr nsfer to a deferred debit 
account . They simply represent a reallocation among accounts in 
accord with the currently perceived life a nd salvage patterns . 



ORDER NO . PSC-92 - 0680-FOF-EI 
DOCKET NO. 920096-EI 
PAGE 5 

We believe that FPC's petition represents a reconsideration of 
Order No. 23957 . It does not allege that the Commission made an 
error that would justify an amended order, and the opportunity for 
hearing has elapsed since the order is final. Therefore, any 
change in the Company ' s position regarding reserve transfers should 
be addressed in its next depreciation review . 

It is, therefore, 

ORDERED by the Florida Public Servl.ce Commission that the 
amended petition of Florida Power Corporation to reve rse the 
transfer of reserve account surplus is denied, as discussed within 
the body of this Order. It is further 

ORDERED that this Order shall become final and the docket 
shall be closed unless an appropriate petition for formal 
proceeding is received by the Division of Records and Reporting, 
101 East Gaines Street , Tallahassee, Florida 32399- 08/0, by the 
close of business on the date indicated in the Notice of Further 
Proceedings or Judicial Review . 

By Order of the Florida Public Service Commission t~is 21st 

day of ~' 122Z· 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

(SEAL) 

DLC : bmi 

NOTICE Of FURTHER PROCEEPIHGS OR JUPICIAL REVIE\-1 

The Florida Public Service Commission is required by Section 
120 . 59( 4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120 . 57 or 120.68, Florida Statutes, as 
well as the procedures and time limits that apply . This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial revie~ will be granted or result in the relief 
sought . 
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The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 
25-22 . 029, Florida Administrative Code. Any person whose 
substantial interests are affected by the action proposed by this 
order may file a petition for a formal proceeding, as provided by 
Rule 25 -22.029(4), Florida Administrative Code, in the form 
provided by Rule 25-22.036(7) (a) and (f) , Florida Administrative 
Code . This petition must bo received by the Director, Division of 
Records and Reporting at his office at 101 East Gaines Street, 
Tallahassee, Florida 32399-0870, by the close of business on Augist 
11. 1992 . 

In the absence of such a petition, this order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any objection or protest filed in this docket befc re the 
iss uance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within t he 
specified protest period. 

If this order becomes final and effective on the date 
d escribed above, any party adversely affected may request j udicia l 
review by the Florida Supreme Court in the case of a n electric, gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or wastewater utility by filing a notice of 
appeal with the Director , Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with the 
appropriate court . This filing must be completed within thirty 
(30) days of the effective date of this order, pursuant to Rule 
9 .110 , Florida Rules of Appellate Procedure . The notice of appeal 
must be in the form specified in Rule 9 . 900(a), Florida Rules of 
Appellate Procedure . 
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P£0£RAL t WBROY a&OOLATORY COKKJOOIOW 
-•-.•.c.~ 

,_, 

Ut~drr, Crnt1lr ' Ho rcoux 
Attn: Albert R. Siconds , Jr. 
ll50 Nev Yor~ Avenuo , H.W . 
.. utl•· roo 
~~~~hingLon, DC 20005- 4702 

··• l t.1 • Siconda : 

OCJ.-AO 
OOc~o~ »o . AC91-96- ooo 

NOV 22 1S91 

ijy lottor datod Au9uet 16, 1991, you Cil~d a roquect on bobal! oC Florida Power Corporation (Florida Pover) A5kinq that vo conC1r= your undcratond1n9 o C tho F£RC' o a ccounting policy concerning tho elinino ion o C ourpl~~eo a nd dotic 1oncie 5 i n tho ~opreciotion rec.orvec. 

In ho l et:t.or ) ' OU al.ote t.ho~ a r-ec:ont doproeiat.ion ot:udy ahoved thAt Flor!d Po~er•s boo~ depreciation reaerves in aoco accounta ~ere oithcr over or under a cc:ruod. The Florida PUblic Servic e 
Co:oi~c ion (fPSC) orderod •correctiv• · tr~n5texo• ot Florida Pouor 'c reserve~ in tho overaccruod accounta to ot!set 
de(icienc ico in tho resorvea ot tbo undcraoerued accounts. Florida Pouor c:ubacquortly in!on~ed the .ataU ot the FPSC thot it beliovcd lhc f£RC uould not poralt tho tranoCero o r doprcc ia ion re&orvca under 1tc deprociation accountinq pollcicc. You 3ck that I provldo you qu1dcnc:e on vhctno r tho FERC vould por=lt tho "corrccl.ivc trano tcrc" undor it:. depr elation accounc ln9 poi1C1CI:. 

You d&d noL prov ldo ony upec1tlc: d~toilo o~plalning vhat "corroctlvo t rano coro• vore a t issue in t he Ylorida Pouor coae. 
Thorc ~orc , ~he lollovin9 roaponac 1o 1ntcndod to provide you v ith qcnornl po licy quid~ncc and not an onovor to florida Pover•a aiLua ion . 

Under th~ Co~lOnlOO ' o UniCoro ~yoleD o! Accounts , dopreciation is vlovcd o3 an allocdti on proceoo . It allocatou the coat• o r 
d~proc1abl c property 1n ~ byotoaotic ond ra tional aenncr over the propcrty ' a 03t1~o ed acrv 1c~ li re. Thor~ ore covcral occoptoble nothoda lh4t c on b· uoed co Allocate the co~t oC an osc:ot ovor the porlod c~pocted o bonotit Ccoa ita uue , but the aothod ao•t vtdo ly us~d by ut111tle• ond th~ ono moot roadily ac:ceptod by tno Co,nt . ~uon J 11 thf' r. t•i?h -1 inc to• oin.1n9 lito •c:thod. Undor lhH ::~••lhod, ov4'r ond under ac:crual3 oC depruchtion recorded in p~ nt ~ccountinq porlodo oro corrected over the renolnin9 l l Co o! ~h~ rc lot~d proporty by odjuotlnq t ho book d~pcoclotion ratea proopect:ivol y . 

- lQ -

-:::: 
m 
0 
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Tho Uni!orm Syaco= oC Account• coos noc cxpllcitly address ~· quoot ton o t trana Ce rrinq ovoraccru• d a~unta o C doproc 1ut1on in 
cortain accounts to oCCoet undarnccrued ocounts recorded in 
r~rt~ln otnor accounta. Hovover, auch transtora could, and in cy 
viav ahould bo viowad aa roetate~ontl o t tho previouoly rocord~ 
dop~cciotion erp~n•o arplico~le to both occounta. Thn Co=a1nc1on 
hoo oddroooed the question oc rootatecenta oC dopreeiotion 
oxponao in ot l oaat tvo coaea . Ono voo • 1976 decioion 1nvolv1nq Equitable Coo Cocpany and tho othor vaa a 198 ' d ecioion involvin9 
Eo~tcrn £dioon Coopony. In both coeea the Co~1ooion concludod j 
th t roftto~e~onto ot prnviouoly r ecor4ed d oprcciotion oxpcnoo vou 
l~approprJoto . Copioo ot thoae docieion• are oncloaed. 

Authority to act on thia aatter ia dologate~ to the Chloe 
Accountant purouant to S 375.303 ot tho Co~iaaion ' o rogulotionu. 
This lottor ordor conotitutoa !inal aqency action. Roquosta Cor 
roheoring by tho Coa=looion aay be t iled v1th1n 30 deya o r tho date ot iaauonce o t thia lotter order, purouant to 
18 C.F.R. § 385.713 . 

On .Juno :u', 1991, the Co::~.e1oo 1on i•oyo<S a •Notico Deoi9notinq 'lev OOcket Pro!'lxos Cor LOtter• . iaaued by; the Oliot Accountant• . Aa 
pert o! th1o notice , ~o Coc=ie•1on lntor=ed appliconto to r ile 
an ori9inol and coven copioa ot e ach roqueet Cor an approval or 
an interpre tation !roo tho Chlo! Accountant t Accordin91Y Cor all Cuture Cilinga, pleaao IUbQit an original and oevon copico o r your roqueot. 

Enclo:.urt'o 

Sinceuly Yours. 

< ,~ r ..:L...J.__ 
R\!11eoll r:. reudr• o, J r. 
Ch!ot Accountant 

- 20 -



/ 
. .. .. ... ... •' ... - -. . .. .. . . . .. . .. ... ·- ......... 

~RD~R NO . PSC-92-0680-FOF- El !DOCKET NO . 920096-EI . pAGE 9 19-4 ~l~ Commiu lon Opinioni, Ordera and Notices 61,039 

-. .. 

in future uau &nd outlintd bade &round NitS v.hkh w.owki apply ln formulatlna any 
futurt prudc.ncc aundu d. Tht Commiu ion abo held that a prudtnct atanda rd would 
not bt applied to preliminary project& auch u Dunn County and Kalin'u In any 
CVUit, but mi1ht be applied tO "projcct.J wbfch have bttn Unitd beyond the lli&C Of 
preliminary aUNty and lnvutlaatlon and v.·hcn the . pipcUnc'a lnvutmcnu arc 
proportlonaltly arcatcr." (Opinion 218, p. 9.) Fun11crmOR, any pn~dcncc aandard 
whic.b znirbt be ckwlopc-d In future usu would not apply to the Gu Arctic projc«. 
Tbe Cozrunlulon baJ Nlf'd in prior e&sa u well u ln thb cue that louu sustained In 
that project may not be rccvvtrcd by the partlclpa una pipclilltS from tbclr r&tcpayuL 
The Cu Arctic hauc u closed. 
Tbt: Co:zunluio."l Olden: , • • , • • - •• ' ., . . . . .. Natural'a rtquut for rcbc.atina of Opinion No. 218 Ia dc_!lled. .. . .. . ' 

..... .. ' 
Billy Bridewell. William J. Cobb, Bu.n E. Cobb, Eurcna JaUnt a.nd G. Vunon Wb~ •• Doclttt No. ROS2·72~1 

·. Order Gra.ntinr Recon&idcradon and Allirminr Propoacd Ordcr · ~ (Iaaued July 5, 1914) '. Be!o~ C~~ioocn: Raymond J. O'CoMor, Cha.irm&n: Georc{a.na Sheldon,· 
. . A. G. Soua.& LDd Oll•tr G. Rlcha.rd nL . . OD o.n:.nbet 6, I Sill. lloc pna;dt.-. otl'lcn l&aued hJa ptVpOMd enfer wlaldl atnriMd \M n.medlaJ erdcr laued.,. ~ Off\a ol Hurinca and Appc.&J. el t.ht Dcp&l\llluU ol £nerty. 2S f'DlC 1 6l.)4J. ~~ c.era.cJ\U .,..,. Oled Ill r eaponao . lo tbc PnJ»>t•d ordtr and t he CoiiUDtul ..... Mardi 2J. ·~. tuwd All otdc.r e.Jilnalac t.hc propoot'd ordtt. ~nRC f 6l.JSS. Jy plredaft&, pctii.IM!tr'e «Naacl aUccu Lhat llr did ..._ """" a copy ef lho propoted OI'Cicr aod.. Wn.lon wu unabM to corniunl upoo IL He rrQuuu ' '-' ' lht Commlu.ICIII'e ordet be tel u lde a nd !.hat ~· 

C.1r1mlu l"' pcnah lila &.o lilt co:n"''cnu 111 oppoalden 1o w propoled onlu. · . . . f ot , .. a0111 tuted by puhlontr, the C.mmlu lo11 eua u u coat lduu.lon cl lu Marcil ZJ, 1914 erdcr and accepu t he CtlftmtiiU flied by puhloner. W e lind, h-r. !.hat pnll.l_,., co.a~mcnu prue11l 110 arJ'Imanu .,..IIIQ Uw Dot b.u1 ralu d puvloua!y a 11d a~llaUiy cil tc'u .. d 111 t.hr prepoud otder. CuuQut ntly , upoo ""nelderal.loa.. wt •rU. a fl\rm and a dopt Ulc propowd order. 

(1 61,022) Eutc.rn Ed.l.oa Company, Docket No. F AJ-4.2..000 Order on Auount A.djuatrzamt 

(luued JulyS, 1914) Belora Commlu.Jonll'a: Raymond J. O'CoMor, Chairman; Ocor&iana Sholdon, 
. .. A. G:-Soiau and OUYtr G. RJcha.rd m . . . . . . . · . Pl.nuant &.o Pan 41 el 1ho Com-.-·• rccululona, .£anera l:dhea Co111paay (!:.ulf.NI) aaci!Jic c-awlM aufl .._w Oled lnhlal aiHI ropl)' t.n.u ~mille a d lepu&o O"'V • · nail aiHill el l.anam"t ncon&a all4 booU tw \ll• !IV*I Ja1111al)r 1. '"' wwch O.c~nsbv Jt, 11111. At larue II • llltt.htr, fw accountJ111 purpoKJ. Eaeun~ pt'Opcrly reduc..d fu cfcpreduJo. ru•""" by II • U 0'\") • ~,. 

llln ... od lu Ml piul .... MMR fDCNdtd Ia n10 buc .., '"" .. _ -...vt~l. Oft ''" buu Wt cerula boek dtPttdat.len u "NAU had - ..,._11 "-'" Uuwc\ reuU nt ... We cllftduclo lhat E.ottlft lapr~1t "YU\Atod IU •pndau. u~,... fw -unc pwpoarL 
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t*'-ri' vtllity plaftl. and att "U IJoat II It 
f:anom Ed•.on Compo.~~y wu fiJta\t:d 111 ut~~ply ruiAtln• h.a dcJit'tdaLI• ,..,.,.. te 

1919 by the ""' '" at BrocJnoe Uho11 foOow the NDPU nil wdera. It ~I&Jftla the 
Conlpany and Pall River l:lectt1c Cenlpuy. 11 rtnanclal Acuuntllll Stndarch loud 
fa a wholly owned Nblldltry o( ba~,. Utility req"'ru a n(Ulued 11111rpriea l• tapltAIJu 1 
A.uoclat", a boldl111 Ctlllpany und&t the C'OI\ aa . an '"'' U. u alww. k n., It Ia 
Public UtiUty Holdltll Conlpa11y Act t1 l9lS. " prvb.ble" Ulat l.hc uaat Will bf. nc..,.nd In 1• ~~ aD ol IIA aanrin Ia preMISed at lba tatu.. I E&uua furtkf nelalda lu propc.al 
rtt.aillwcJ t• 2l cWnmllllitla ill Souunu cr11 aawna tha Co"'"""'-'• IUpOtlaAotJltlta e1 J 
Ma ..... dwNt \1, locho~cU111 the ritlu el lrodctOft -ln~Ainlnl the UAU411'alty ll lu ~ura o1 
• .od F'aQ Rlwr, and lu ruaU ratu are ) AC:C:OIItl\1, a.cf tMuriiiC WI u&.lll\Me' f111111dal 
t'fJ"&.tc.d by Ule NauadiiOWt\1 Dtparllrtllt o1 ' lliU8\tnU ~rly rte.etalae IJM WW~OI'IIk 

1 
l"ubllc UtJihJn (MDP\1). unpect ol the' raumakiq dedaleaa WI alltct l"rlor lo tha 191P ftllr'ltr, Ute depreda tion lhua.. · · :· 
rail llfl diatribut;. prwper\Mt IJWIIIJd II)' Fall Dl..c~ Rlwr -•lnauaad twi~X- Ia IP7S, Fall JUvu • • • ~ - • • • 

! ltiCftiM"d !.he"" ft0n1 2.S~ 11l.oL Ia 1976. • O~r n u 1111 fer da ny l111 Eauun ' a 
It iouc.ucct lbc ru.c trona J~ 11 J •. S~ propoacd n aiAWIItlll are WI t.M adiwruncllt 
H-r •• accorciU., 11 Eaal&nl. Ole a~n~~ny ol depncl.atloft nMf¥11 Ulrtuill .. tl An:ount 
did Dat l'ile a ny ri\IU nll lacnuu '' ~r • 101 ruuliA Ia rtUOactlvt aCA~~M~Una. IJid Ia 
lht IMnuc.cJ dtprtdatloa CC.U. Ia 198(), ' CIOI.ftr)' t• I'IMtal l cceuftllnl priadpla lllld 

I 
WLU11 ll'llda • tal.t nUn, wi\JI lllt NDPU c.mll\laale~~ npl.atlllfll. I ,., peilltad 8\11 by 
whkll nOtctcd !.he l.S~ dtJndniea ,.,._:- ttaft, Eaeur11'a JUIAtcacat dit-cad lu 11e1 
The )(DJ>U ala-d &att.U1t 11 rutat.t Ill camlftll In IJit )'UI ll IUIAUmcftt u ut llltdt 
I C:CIIIIIUiaUd dtpreclatfta au ell ella t{ , h l ppcAI mOta Pfaii iAblc than It I CIIItUy w11. • 
..,bMQUCAt baleiiU ahuu loav. ~ an ' One oC the P\lrpota ol Ult UoJt~m~ S)'l'ltlll ot 
a""mu.latcd dcpr-c:lallon ractvt U.at Ia U .4 Accounu II ll ,...,ldc 11 . ta-. publk and 
nanU.. a.-r wo U U.t nlllltiMnt had nCK ••1ulllory auU.oritlu rcJiablc Wormatloft u 

I 

1 

l 
! 
1 

I 
I 

·t , 

bcm made. a . • to a ut.llh )l'a OllaAcia.l cond•IIM.. Te all ii'W nc •tall doca '* d.i,~~ tllat the NDPU Euur A't propoud uuau• n t would 
lau ta&&maldA' juriadlcllen - WW11o but fruaU'Ita thla puf'PCIM. • .,,.,.,. thl ' tile luvc llut 11 ••• et Wa h•~ n --'•-d Ilia at1Jc!N ll the 
acrouaU.~ 11 ICCO\Ial twa apedal &&Mt MDPU. a nd clrcuftlatt iiCU ladlcatt U.ll 
a-Led by the MDPU lA tile nttaakln1 E.auun wUI llltly recevcr t lla ruuud 
prouu . ll m a l111al111 t llat Eauu.·1 dcpncfatiM amount th~11l ntUIIaltfnt u 
• c.counW!c prod- a cUnonJOA by n$101'\iA• , the null lc.,.l. H-tvt1', 11 rcC'tl(l&l.ud by u,, 
IIAf'Uw ckpredat.lea t&"pt.QM tw Fall JUwr uuru, thh CeftlmhaltA't acnuotlal 
p!OpUUd Lt:l 1980. n. tta.ll ptOpOia ·II put reqvlramenu ukt prauduct ..,., 1M •nlon• IJic U .4 •lDlon lateAcUiunl 116: • ol 11111 rtCIIIa~ ftt boob ol a""""' and 

186 Wbcdle.c.w daftrn.d ckb&ta. . , ' pubJiahtd flaucfal IUUIIICIIU e/ v\Jl11JU 
A. Tllla t <'COWII lhaU lndiHSe • U deblll - t l.ab,lac1 to 0\U .lurb41n.l-. • Ia wdcr lA reflect 
do<~~ f IKll • lit \Jit W'DPU a«..0111 and at lh• - • Ll~r~a bf. 

It, t U 11\UCt - conaiJtant with - ICC41UIItlnl nq\11 111C U 
w o rlt Ia prornu, ' "d u•u•val er - nnd It apprepoiau 11 allow ~· " • 
CSVMtdl~~ary upuuu,- incJuded In ethcr 

11001 10 
, , , 011111 , _. .. 1, .. 

111 1 1 lnd~.tdc lh~ ruiAted dcprcd atloe amKint In 
• n 11 11 preca u 1 Accou I 186 Th' .. .. 

amottl.uliM ud ittll\l 1.11 - n 1 " • 11 umperu ....... our raant 
diJpoahloa ll wllkllla uncc~~·r.'c.rA ucatmtnt of cur)'l~l charau (Af'UDC) 
Pa rt 101 

ICC:t\led Uftdcl IIIli I U1dtllr\u , but In tat.UI of 
• 

tlu! l fii4Nftl • 11-c.d under our rcrulat.J.N. • 
Nl>ounu 1ft Accouftt 186 would be amonlud - &he puiad e1 ,_., J)Cimlll-cl by the Laatl)', "'' • •II eddrue l:.llcm'• u ll1 "u 
MDPU. Accwd"'c " Ult llt.lf, IJIII would be • on l'l• ttult&J. Po..., ~ttd lJI AI C... ()pillion 
COII I i llln\ with tilt Uelrerftl 5)'111111 of ....... UP arod ll'·A. IP rue I 61.1Jl (I Sill) 
AcauntA, alld - !cl preperly d ually 0.. a.rod 20 FUC I 61,4.)() (I Sill). In '""*' ellu 
a roou11t ·u 1 ~ ._1 _..1bovl lmpalttaa PCIIII~ In 1'/anr.alul,., 1111 Com"'l"""''' dllcl 
E.ncn~'a •biUty 11 • • l•ta lft lu • ,.~ • - " " ' P.'"'htM the -pany 11 ru!At.t 
co.ulltCIIt wi~ ~ ratana•klftl ~'"CUt Ia ha Clepreclatfe~~ '"'"" by rtduclll& t he 
M6u.dl111ctta. • &c:C'Uftltllatcd CltPfldaueo 111 An•u111 108. wlillcll Ia wtlat l:a11na accb 11 da INn. llo.t 

Eutana PfOPOMI te cJueUy IJll rutal.td uae. howevu, ,..., a tptdal ahuatiCIIIIaYIItYift& 
1 1110W1t u "'' plallt•lll,..rvin undc.r A«:ouat a ruu terne ftt ef accelcrattcl • .,,, ,., 
lOIS, Auumvla\.td Pf'O'Yialon tw dtP"dadoe tl dcpr.ciatlof\. • lllch bed bc111 teha dllrilll , 61.022 
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Comminion Opinions; Orden ond Notices 

(A) t&um1 Edl- Comp&ny !. dltwt"' 
lo er...t.t lu oceou•u In a«Wdanu ""'IJl Ulla ordc:r. 

(B) &&..tern Edl1011'~·,.,,,. 10. 1Sie4 moc.loft 
IM lcaw to lllc euppltmeo&al bn&l Ia denied. 
and lu May 10, ISI84 eupplcmciH&I brltf Ia 
~}cCIC'd. I 1 ' 

.· . . . ;. . 
-Pocnn~-

• I 1'\c ""'"u bet ... IN WDI'U _,. u t.n.w.: 
• CJ) n. W.OJ'U lloliJoJIJ' ,...,......_. E.t..at.,. 0 dtpncluloa" rota o~.,. J .S,, heave• ol 
l~ua.. MckiiU..,. IIIJII*\. "-dlartr: 11 
t'Odwa4 !ul.,.., dellftdatH. ca~ II J.S'L 
D.I'.U. J•) 04.,., 26, 1.,_ . . • 

• (6)~ ur-..k~J~M~o ........ .,_, u. u.• ..._ ...,._ " ... ..._. • 
.,,...... .. ,. .. -..-. • ..n..IIWDPV.,..,, 
D.I'.U. Il1 CYoL ». Ita); D.I'.U. I UO 0- 1•. 
ltiU); D.I'.U. 1• (J-. Jl, lflt4). la D.I'.U • •• u. MDrV .... ,.,_.. ... --.... "' .,...."- ......... , .... ~ ~ .. u.. 
........ "Pft'd6U... : ; • .. . .. . • • .- ' ·. 

m nt WDf'U IMA .;._.., ~ cftdal .. Ia 1 ~ ll' ..&ft. E.t..aura n,MOIII 1~1 Ill D.I'.U. Jl), c.od~t.,. &II&& 1u 4laal'-uco of u.o aQ ~- .....,.,. W a lttJo~ 4«Pf'ldolila l.S' dcPf'OdaiHol ,. .. _. .. ,.., ftfftliN64"'' ,.,._ llllU.COOtaiNQ. ' .: • -.:·: • ..,..., ................ ~... ,_,..,. •• '"- • Ia ~c.W.. ,._Ca. ~. ; ~.c.. .ua ; ~ • prior )'aal' ~- U.. klt)oer .,... ... ra\u -" 2l1, Jt4 (II. Cr. 1116'). 1.lle ~ IUIUl: boe~~4: Eanore wat· •11-od 11 r t 4uu lt.t • • ~- ,_,.. u4 IMI.a01 lu rat.t llatL We •PM wiiJo &II&~ •• det.ualao~ A4,1o»U.., dopnda\1• ••'- alMa 197J .. ""-c1 • ..... "' ........ Uoaa ..... .,._, ...... ..,. ,...., .. l.J$ ~,_..,,,.,.lAo •105.UCI n:d~ 111 0.. • nplau !Jot .,.. - •Wc.Jl o _,...,. '._u'*' ,_,....- W. 11«ritd. D.P.U. J•).A ~loco •• lu ~ a11n - I• ~ -(Tab. II. I lie I ). . "'penloof ,...,..._ • • .. ()) o.; ,.~ l•. I;. I: r.a. ... ,w;. u.. n. n.ll\ (~ ..... ,.._ s.., .... o..n .. )(l)tU ler ~'"'' apprwal 11 -.ref .. lu IINiac lA ~~~- DKutc C'll. " · F.J#.C.. »I O...,.bv 111110 booka u ocl;u. ... ~•• 11 te-.r lu U.S. I If, IU (1 ... ). lkl elou rtlllkt•fY doJII"'dell.a ,..,.,. ~ tUI ..Wle. oM u.a- •-•t., •nlello ere ~"•n• to eo.,.,· l'lf1 pta,., .. ,. ... rvln...,. u.. .. ,... ·-"'- • ·~••• u wd .. II !Jot -•ru ,....,, • 
(4) 011 Ware" ), ISlet, ~"' "''"""" &aoa 1 Cu~nt ,__,.._. o.a- C., 11 f'QC • WDPU at _,..ut.....S anon IIWllcallAt U.t U,. • 1 .a.Jtl Clllf4). 

n.U~Iacf ··-· t'-ld be fl,, aUiiM." .- • ' 
Ul IJ' ltu .. .,.4., l&a ... Waldo II, IS1&4, ..,. 

HDI'U ._.. ....... ,.,.,.. ..... - .. NO«\ 
Ia ~ 1.0 aM 1 .. 1 fiMeodaJ tUI . .... Y &are 
"""_ ... ... ""'- "' ~ ..... -- OM . ....... "' .... ~··..JA-Mft. . . 
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FEDEilAL POWER COM).IISSION i6SS 

EQUITABl.£ GAS COMPANY. ooc.-£T NO. RPH.;o 

(lu uC'd ~tcmbcr 1), 1976)' 

.· , St'!dtu 

l'cmlonrt' t nloancc on d<. IIIOIU ol PtJ\ntyh lJ\ia . .... \lo'ut v.,,.~ .. '''" C'Of'lniiiJoot\1 

lnwprcllnJ the u,.,(orm Sptcm ol A«o.~nu 10 •l'rfO"C • tnll\!n ol tvmt (rOll\ Ac· 
cw"'wlatc.d Ocprc:ciltioll AC'C'OUIII 10th& Ac!J~Jt,.,rflt 10 llCiotMCI E.Jn""' ' Accov•t u lA 
crtw. Conuniu io"- u prom~lptor ol Una(onft $).,1C'tl ol A CCOVftlt u IOk erblw oltu 
muni": r. 16S6. 

l. Commlu ioft cffjmtJ ar\11 el~u tlliltal drclliooo on p~OJIO'Cd >CC'O\IIIM' tTIICIII. 

-'"l ""'M A. #o:.:ti. Jt. lor E<uiublc G as Cocn!"'nr 
fJtrkle ,(. Cw•r.:;IOl the S<aS" ol the Federal P.,..cr Conlrn;n ioe 

Defore Commiuionen : John H. Hollom:1n Ill, Actina Cltlitmln; Don S . 
Smith and hmc~ G. Watt. 

This prcxccding involves a rc.quut by EquiL:lble G~ Companr 10 tr:1nsfcr 
on its boo\:s of account th: sum o( ~ II.S,6.206 from Aceounl lOS, AC· 
cumulated Prt,;··ision for Depreciation.' tO Account 4)9, AdJUllmcnts 10 
Rctlincd E.lmin,s.1 Thu su:n represents the datrettncc rcOcttcd in Aecounl 
108 II of December ll. 1971, and the reserve requitc.ncnt as or lhllt d31C 
developed by a depreciation ~ ludy of the compcn)"s pb"'l oxounu. 

On June 7, 1976, Pres1rlans Adminiur:~uve u" Jud£c Ernst Ucbm:~n 
usucd his Initial Decision rindin1 that the proposed tnnsfcr ...,at not appro· 
pri:~te and shoul:f be denied. Instu:S o{ permliilni lh'("j)rOpOicd ucn's1£r;-lhe 
fnitlal Dc:aUotr tequ:rcs-£quitablc 10 reduce its depreciation rate over the 
rcmainin& life of iu propcny. The 1:\itial Decision notes that Account 4 j9 
lisa four rcquircmc:nu ncccsnry for Commiuion :pprov.,l of an eutry into 
that account and five umple items whic:h comply with the requirements and 
lrc therefore proper entries. The decision concludu th&l the rcquiremcnu 
which must be mel to qualify for an Account Cl9 entry h~c not been met 
in this prcxccd•na. 

Havin£ held th)t the prop4»ed transfer from Account lOS to Account -09 
is inconsistent With the Urllform Syuem or Accounts, the Initial Decision 
nc'tt concludu that a waiver or the Commiuion's Rcau:~:::~ns in this prO· 
cccdina would be equally inlppropriotc. The propou d tn:u(cr '' ould not 
have Rl'Y mcasur:~ble tmpact on Equitable's fin:1ncial condahon. The dec:is10n 
ftnds that Equitlblc is in l rciJtively uronc :1nd sublc llnJnc:ul conduton and 
th2t the propos(d transfer is "'OI neteuary to enable the to:npany to obuin 
addmonal ftnancir ~-

0 J11hlat diCIIIOfl appan Oft p 
" FPC l t09. 

' IS CFA lOt.IO&. 
• 11 en. 101 u t. /LfJ' 

I .. 
I 

: ' ··' . l . ... .. . . 
t! 

.. 
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FEDERAl. POWER COMMISSION 1657 
In gcnerol, b«.ause of the Cltimaccs inherent in depredation actount· ing, it i1 the Cpmmhsion'e policy that over or under provisioru for depreciation are corrected prospc1:tlvtly by an upward or doWllward adjustmtnt In the dcpreciaclon rate rather than by trarufcn to or from the aeeumulate3 provision for depreciation. We arc not pc.n~o:adcd th11t we should depart from that policy • • •.• . Tnt Commlrslon fintls.: 

The Initial Decision or June 7, 1976, •hould be affirmed and •doptcd. Tht Commission ortltrr 
The Initial Decisioa or June 7, 1976, in this proceedlnc is atl\rmed &nd adopted as the decision or the Comr:~ission. 

ltfiTlAL 01.011<»1 
Of THt P&U1DI"0 AD•tti'IS'TM T1Yt LAW IUDOI Off A PlOI'Ofi.D ACCOUtfTt!iC ADIUS"ntli'T 

(luu~d Ju~~e 7, Jtl6) 
LIEBMAN: l'rufdint Administrotl'tf lAw Judtt: 

t-'..,.TU"B 01' TH! CAst. 
The sinele iuuc in this case is whether Equitable Ou Company (Equitable} should be permitted to tr3M(cr on iu boola of account ar, amount of S 11,· 576,206 (rom Account lOS, Ac;cumulated ProvUion for Depreciation,• to Account 439, Adjustme.nu to Retained Earn In as. 1 Equitable hu the bndcn of proor on the is.suc.1 

The proposed transfer is neither rc.uonablc. neccss:uy, nor •ppropriatc, and is deni~ Instead of allowina the proposed trarufcr, this Initial Deeis:on requirCJ Equitable to dimtnate the Sl i,H6.206 ucCJl in Account 101 by appropriately reducina its depreciation rate over the remainlnc h/c of iu property. 

rROCEDURAt. BAC~C"OUND 
In a letter dated December 14, 1973, to the <Ammis.sion's Chief Accoun· unt, Equitable requatcd approval to transfer $11,576,206 from its Account 108 to Account 21 ~. Appropriated Retained E.amincs.• Equitable informed the: Chief Aect~untant that the SII,S76.206 represented the dttr'eren« b:· tween the balance rel\cc:tcd in the Company's books of account for Account IOias of December 31, 1971, and a depreciation reserve requirement u of that date developed by a depreehtion study of the Comp:any's pl&nt accounu. 'E.t"••••l• C•t c.,.,..,. H FPC lfl. ,,~-) (1914). • u en 101.toa (ttl$). 

' II CFR. l01.4lf (IUS). rcprocl11c.C'd l11 tile Apputdia ~"~~ 'IS U..S~C. 71la(•) (lf6J). 
' II CFII. lOI.lU (lfH). 
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Equitabl~ )Ia ted that this diffcrtl\c~ resulted from an 0\'cnutcmcnt in dcprc· ciation by th~ former Pimbur;h and West Vircinia Ga.s Co. prior to that comp~ny'a meracr with Equuable an 1951. By a lett~r-order of June II, 1974, the Commluion informed ~uiuble that its request for tran$(cr ..,.,, dented. On Jul)' I, 1974, E.quit.able flied an application for rehurin&. By an or.i1cr iuucd Au,un 8, 1974, Sl FPC 291, the Commission denkd the applic:.ation for rchc.arii'IJ. On January 6, 1975. Equitable sent another lellcr to the Commission's Chief Accountant re.qucstinc that it be pcnn1tted to tnnsrcr the SII,S76,206 from Account !OS to Acc~unt 439, Adju.suncnts to Retained Eamln;s. By order issued March 10, 1975, th~ Cocnmiuion $c.l the matter for hear· in&. 51 11110&. "h is necu.sary and proper in th~ public intucst and In urryln1 out the prO\-iJions of the Natur;,l Gu Aet that the Commiulon ent~r upon a hcarine coneemin&the rusonabl~ncu of the account in I t.ntrics proposed htrcin by Equitable Gas Company." 
In accordance 14ith the Commission's direction, a hcarin& was held 0:1 June 17, 197S. Initial bricJs were filed on Septc.mbcJ 19, 197S, and reply briefs on October 10, 1975. The only panics arc Equitable and Staff. 

I'ACTUI\L 8 1\t;);CilOUI'IO 
Equitable is 11 public utility corporatiOtl mpsed in th~ purchue.. produe· tion, 1ransmiuion, storase and diunbutioo of natural J&S to approxirr.atcly 236,000 retail customers in Pt.nnsylvam&, approAimatcly 10,700 rtuil cu~· to:ners In West Vir,inia, and approximately 3,700 r~uil cuJtomcr1 in Ken· tucl:y. lu tnnsmiuion f:.cilities extend from West Vir,inia to Ptl\nS)'I\'IniL Equitable mal:cs one ulc for resale pursuant to tariffs on tile with the FPC. This s.ale accounts for Jus than two-tenths o~ one per cent of F.quiublc's total u le1. Equitable is thus en;a;cd m the tr&IUportatlon of nltural ~u an int!r· state commerce and in the »It in intustatc c:ommu~ of such I:U for rU21~. and Equu~ble is therefore a "naturai·&U company" wathln the muning or the Natural Ga.s Act. 

The S IJ,.S76,206 proposed to be transfcrrtd represents the datl'ercnce r~llectcd in Account 10& as of Dc.eemb~r 31, 1971. and the res~rve requirement as o{ that date developed by a depreciation study or the company's plant aecounu (E.xh. No 10). Of the S JI.S76,206 requested to be transferred. S 10, 709,0S4 applies to a &:U plant physically locat~d In Wcu Virc1nla -. hach •u acquired by Equitabl~ in : ?S I an • mercer "ith the fo:mcr Puubur$h and V.'est Vir&inia Gas Co. The ruson for Equitabl~·, UCCSliYe rcscrv~ b allcac-dly the lnconllstcnt and arbatrary method of providint for depreciation u~ by the former Ptttsbuq;h and We1t Varcinla Gu Co. in the period from 1920.1939. The plant installed in West Vircinia and rcmalninin& in s~rvic~ in 1971 had an ori;inal cost of S 1),639,916. Aaalnst this original cost there Is a rderve on the booL.s of Sl9,885,417. Thii rescrv~ is made up or the ICSCT"C r~quitement as Of J97J (dc\'t Jopcd by the deprtO&IIOn study) Of 

-.. , 

; 



ORDSR ~0 . PSC-9 2-06 80 - FOF- EI 
DOC~~ET NO . 920096-EI 

- Pi\GF·~~~-.BtEI~iiliill!liil~~il 

'·' ;: 
~L' 
I 

f 
(. 

!
~.; 
. 

i 
~ ...... ..,.. 

I 
I 
f 

' 
IUJ fEOEilAL POWU COMMISSION 1659 
S9.1 76,33l and the e1ce.ss rU<rvc appliabl: to the plant ol SI0,709,0SC (Tr. lS). 

On September 6. 1967, the West Vir&inia Public ~ Commluion apptO\'td the transfer ·~r S II.S 76,206 from Aecumubtc:d PI'O¥islon for De· prcttation, Amortluuon, and Depletion to Appropriated Reuincd Earnings (uh. No. l). On Oce~mber S, 1973, the Pcnruylvani~ Public Utilities Com· mission Dpprovrd an identicaltttnsfcr {Exh. No. 1). Tbe"ntc buc and the tC1Uhtn& ntes in PcnnJylvDnia arc and have been based oo a computc:d rc.serve for dcptt<:tllion and not on the boolc reserve. 

EQUITABLE'$ POSmOS 
In support of its request to transfer Sl J,S76,206 frocn A.cxount 108 to Account 439, Equitable ar&ue.s that the proposed t.ransftt will bcncnt 2SO,OOO retail sas utility :llstomcn over wbkh the FPC bu no direa jurisdiction; that both the West Virzinia Public Service Commiuion and the Pcnnsylvani~ Public Utilities Commi.uion have approved a similar tratufcr, thot the propos~ transfer will result in a mo~ favorable dcbt-equiry nrio. thus allowin& the Company to more cuily obuin add ional debt 6nancin~o that the etrcct of the proposrd transfer will be to brinathe financial sutanC$1tS more closely in accord with the data upon which rates arc bued and provide the mon melnmg(ul infonr.ation to invest on; thtt the proposed tratufer is not prohib· ited by the Unifonn System of Acx:ounts.. aeneral principles ol accounting. or current Commission polic:r. that the proposed transfer wilt not be detnmental to he snvutor or ratepayer; and that prospcc~ive amortiution ca.nnot be used to corrt<:t the ovcraccrual in A~unt lOS. 

STAFF'S P'OSmOH 
Stair ta\.a the position that Equitable'a request to tnnsfer the amount or S I I,S76,l06 should be denied. In support of this poJition. Stal' arcues that the: proposed transfer ss inconsi$1ent with the Uniform S)')tcm ol A~unu, 'ener:~lly rcc:o&nittd accountins principles, and current Commiuion policy; that the proposed transft.r will not sicni~ca.ntly improve Equitable's capitAl attractiveness: that Equit:~blc"s financl:ll health compuc:s fuorably with other distribution companies; that the proposed transfer will be detrimental to the 10\'C.Stor 11nd possibly to the r2tcpaycr; and that the proper method to corrt<t the ovcraccrual Is by prospecuve adJUSiment throuch amortluuon.. 

DISC:USS10H 

I 
The propo1ed tr1nsfer of Sl I,S76,206 from Ar count 101 to Auoul\t •39 is snc:onsi~tcnt with the Uniform System of Account~. &cnuallr recocnltcd ac:countin& princaple.s, and current Commiuion policy. A. Account 4l9 or the U111fc ·m System o( AccountJ. .. Adjaumenu to Reulned Ea.rnlngs," w:u prc:scribed on Oc:tober 9, 1969, in FPC Order No . 

I 
I 
:~ 
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3&9, •42 Fl'C U l. It tuu four rcquircmcnu ncccury for Conuniu•on ·~ 
prO\ at or 111 entry to the account, and live "item•"' which comply 'IIIith t~c 
rcquircmenu and arc therefore proper cnt ri~· The Commiuion notc.d. in 
promul,atina Order No. 319, that the prior period items in Aceount439 arc 
··unique~ items that ... ,n bt ''fe-w in numbc.r." {Ordu No. 389.. at 134). I 
conclude th~t the requitcmenu ~ hleh must be met to qualify for an Acc:o:~nt 
439 entry have not ~en met. Spcci~cally. the:c is no evidence of eompli111ce 
~llh requirement A( d). II CfR 439A.(d). 'll·hleh limiu entries to l dj\lStment 
which "were not susceptible of rea1onable C$limatlon prior to such detcnr.i· 
nllio:\.''' L• rc with St1lf that t'te ovcraceumuw· n in the de r«i•uon 
r er-. e ..... as ' u"c tible 10 rcaso :~ on. Indeed. Equn1blc a mta 
that the uccss was accumu :~ted as a result or arbitrary account in& pr,c:ticcs 
employed before 19S I (E.lh. No. ~; Equitable Initial Brief at 3). MorCO\ u, 
Equitable notes thlt tne rCGU~t depreciation Study (Ex.h. No. 10) "is simtiu 
to many othcn made for Equitable and used in rate dctcrmin~tions in Penn· 
syh·ania since 19SI, all of v.hi~ have indieated the book rcs~~e 10 be 
uccssivc in substantially :he ume maanitude." (Initial Brief 11 2-l). Thus 
the ovc raccumulation had developed and ,..as knov.·n to the Company 2S 
yurs •so. Th;re is no evtdcn~ that Equluble rnJdt any attempt to corrc.:t 
the O\·enecnul in subsequent years.. FunhCITnorc. I diu;rc.t with Equitable's antrtion thlt hem • of Acc:oa;nl 
439 would permit the proposed trln~fcr. hem 4 spcdftc.s "Sicntflunt ad;u1t· 
mcnts :o plant in service depreciation and amoniution u a result of Com· 
mbston dttec:tion". To state that hem 4 applies to the sp«i6c: tra.ruftr rc· 
quested here be&s the quution, v.·hicb is v.·bcther the Commission shoujd 
allow the adjuittncnt. Moreover, the question or" hethcr Item • "-'Ould allow 
:he transfer is Jaracly :rrclc' ''"' once st il decided that the proposed transfer 
hu not mel the four rcc;uircme.nu spcdllcd in the tut of the account. The 
Gcncrallnst.rUctions to the Uniform System of Ac:eounu (II CFR Part 201. 
No. 6. at 120). slltc; "The appearance o( an item in a list warrants t}'.c 
inclusion of the stem in the acc:ount only ~·hen the tell of the account also 
indie~tes incluston • • · - Ftnall)'. l find speoous Equtuble's ar,ument tlu.t 
the Pennsylvania and West Virs•ni• Sutc Commiu aon's decisions should b: 
inter preted u "Commiss•on dirccuon" under hem c. "Commission"sn hem 
• muns the Federal Po'~~>cr Commlmon. IS CFR Pan 201. Definitions. ~o 
7, I I I 16. 

8 Opinton No 9. cnutlcd Rcportin; the Ruulu of Operations. iuucd an . n.. '"'" ,~M,.I tf'III..CI- 10 '"' UA.rotm s,~ .... al Anov .. u (II c,. I' an ! 01. ,.. .. 

' · at 110) noocs tllal ·uau ol 'ourou· • 0'1"!:'\llf •• IN tnu oltht octMAta 01 tl~kcJ• t-crua 

ore lot tilt pulj'OM olmou Uc:u ly b•doUII"C aloe al'fW:al.., oltlla pnunkd auo~~~MiiiJ Tlll 
I• l it IIC tf\l t ftdc.d 10 bt rtptt~CIIII Io• C. b\11 f'OI taii.IYIIht. • 

' •Siffh dUI,_f\&IIOft• ill A(c!) u rc" II\ A(t). "hdllf"tCtla tlul «"ll•a are i>~Nitd to lloetc 

• dJilJUtll llll "hicll • dfpcl\4 pnli\U\'IJ CWO ckit ,..ftl .0.1 lly ,.riOftt Olil<f lhall lk INPI'f' 

,...,,~,- S« Aprc0\41.1 
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December, 1966 by the Accountina Princaplc;s Bo.1rd (APB) of the American Jnsutulc of Ccniftcd Public Accountants (now the Financial Aecountina Scandards Board) furnished the buic.lanruaac for A~unl 439. The Opinion rcci1e1 acncrally accepted accountina policy conccmlnr the tcansfcr or suma rela&ins to event$ ot.,PriDr periods. In panaraph 23, it states in pan: Cntcria (or prior 'period adjustmcnu 
23. Adjustmcnu rcJatcd to prior pcriods-.1nd thw excluded in the determination or net income ror the current period-arc limited to the m.1terial adjustlt'enl$ which (a) ean be ;peci~C.llly identified ~ith and directly related to the businc:u actiVIties or pnrticul:ar prior periods • .lnd (b) arc not attributable to economic events oecurrins subsequent to the dole or the tin:l.llclal ltatemcnu for the prior period. and (e) depend pnm:~nly on determinations by persons other than manosement and (d) wert nut susceptible of rnsonablt tJtlmatlon prior 10 such dttumlnatlon. Such adjustmcnu :nc rare in modern ~n&ncial :accountina. They relate to events or trans.:~ctions which oecurred in a prior period, the :aecountinQ ctrccts or which could not be determined \loith CC.llOnoble :USUrance at t!1at time ~usc of some major unctrtainty then eJti~tin& • • •. [Emph:uis provided.) 

Further. par1snph 24 StileS in part: 
24. Trc:atmcnt as prior period adJUS&mentt should not be applied to .. the nonnal, rccurnn& corrections ar:d adju.stmcnu which ar~ the niltul'\\1 _ ~ result or the usc of c:slima&c;s inherent in the accountin& proee:u. For ~ ,.)IP'/iexomplt. chanttJ in the uttmalttJ liru of fixed os.stll ojftcttht compuwl ~- c. I tY amounts of dtprtciatlan. b11tthtJt chanzn should~ conTidtttd prosptc· ~ ) tlllt In IIOturt ond not prior pu.'od odjustmtn~ (Emphasis provided.) ~ Thus. Opinion No. 9 would appur to prohibit the transfct propoud by ;~. Equitable. 

~ Equiti\ble arsucs in it$ Reply Brief that APB Opinion No. 20 shows that ~ .. , a ehanee in an ae:e:ountins estimate may be corrected p=-cnpectivcly, while an • ~- · error in the ~nanci31 st:uemcnt is corrected by a prior penod adJUstment. ;;o:::. Equitable arsuc.s that a correction or an cnor is involved here. I disasrcc. ~ Opinion No. :o. iuucd tn July, 1971, defines various types or accounun1 ::: 2: th!ln&C$ And C$lllblishes JUtdC:S for dciC:rminln& the mll\ncr o( rcportins clCh ~ type. However, Optn:on No. 20 dou not supenede parasraph' 23 :and H o( Opinion No. 9 
Opinion No. 20, par.l&I'\\Ph 10, stltcs, "Chanscs in cslim11es used •n account Inc arc neeeuary conscq•tencc:s or periodic presentations or ~nancial statements • • . •. E.\lmplcs of items (or which estimates arc nec~ry arc uncollccllble receivables, Inventory obsolescence, Set\'iec livd and S.llva&c values or depreciable asscu • • •. Future eventS and their drccll cannot be perceived with certainty; estinutinc. therefore, requires the uercisc of jud&· ~ncnt. Thus accountinc estimates ch::nce as nc•v events occur, u more upcn· enec b required, or u add.ulonal information b obt:ained." Opinion No. 20. 

.: 

.1 

.: 

. . 



ORDER NO . PSC-9 2-0680-FOF-El 
DOCKET 10 . 920096- El 
PAGE 18 

1662 FtofR.AL P'()Wtll COMMiniON 

- - • • ... • "'... -· . - .j 

J.l&ra;raph J 1. concludes that ·•• • • a chanse in aecountina utimatc should be accounted for in (a) the f'"od of chan,c if the chan&c alfect.s that period only or (b) the pcnod of chonac and future periods sf the chan'&e acrccu both. A chanac in an estimate should not be accounted for by rcstatin1 amounts reponed in financial llatements or prior periods Ot by rcportin: pro fonna amounts for prior pc.r1odL" Footnote 9 to para'raph ll adds: "Fin~nc:ial Hatements of a prior period should not be restated for a chanac tn c.stimatc resulting from later resolution of an uncuuinty wbjch may have caused the audnor to q~Uiify his opmion on previous financial mtcmcnu unlc:u the chan;c mceu all the conditions for a prior period adjustment (p:~rasraph ll of APB Opinion No. 9)." 
Para;raph 1l of Opinion No. 20 dtlines erron in previously issued linan· cioluatcmcnu a.s th0$e rc.sultin1 "from nuthcmatiea.J mtsultes. min.a\:es in the apphution of account in& princ:iplc.s. or oveni&ht or mi$use or fa~'ts tbt extsted :11 the ume the financial staternenu wen prepared. In contra.st, a chantc '" aecountin~ estimate results from new information or subsequent de\ :lopmcnts and acoordinsly from bcncr insi;ht or improved Judzment." Para;raph 36 of Opinion No. 20 states "that correction of an error in the financial sutements of a pnor period diseovered sobstquent to their issuance (paragraph 13) shou:d be reported as a prior period adJUStment. (Paragraph I 8 or A.PB Opinion No. 9 covers the ma.nncr of rcponin& prior peri;)(! adJustmenu.r 

Re\'icwin& the above lan,uace in Opinion No 20, I conclude that the Opinton would not pc.rm11 the transfer propo"d by Equllable. 11-\s cue anvolves a chance in an ac:.eountins esumate and not an cnor. The overac· cumulation resulted from allctedly ... rbitrary'' aceountins practieu and stemmed more from a poor "exercise ofjudaunent" than from "mathemati· ~I mi"akes" or a "mtstal.e in the application of aceountin& princtplc.s." The fact that the o'•eraecumulation 'eems to have occurred ;radually over a 20 year period and then was not corrected for another 25 ycus, aq;uc.s ar~ir,s t the prop<»llion that a mere "error' \l'&S Involved. M>· reluctance to suuain a pnor period adjustmtnt here IS fortified by the languatc of Opimon No. 9, which is referred to in para,raph J6 of Opimon No. 20. As noted JVpra. r ua;raph l4 or Opinion No. 9 li&IU, "Treatment as prior ~nod adJUSirncni.S should not be applied to 1hc normal, reeurrins corrceuons tnd adjunmen:s which arc 1hc na1ural result of the use or es1i· maiC.S inherent in I he aecounlina process •••. rntoe Board believes thlt prior period ~dJustments wtll be rare." 
C. 1 also conclude that ~:urrcnt "ors ros ective )diyHmr:nt 10 correct C'-CCUCJ tn the sltPmia.IUuut\CO!I: u DPSUU t e trLnsfer of 1hes. sums to the r;!atned e,minp account. In Munlcip4/ Litl.t Boor c.: of Rcodtnl ond Wal..¢dt. /.IDU. v. Boston Edison Compony. Opinion No. 729 (May 13, t9n, S) fPC ts•5), the Commission, ftndtn& a S2&,049,176 uc:ess in 1hc dcprteiltion resuve bf Boston Edison, ruled that 

-': . ... 
:; 
· "J 
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... • • the imu•l dmston should be modit\ed to proYide that the S 16,SI4,0S9 
onnt•)l dcprcci:uton cx~nsc be reduced by S96~.719, the amount ncCC'UIJ'Y 
tO amortize the S28,049.176 over the rcm:ainin& urc. or the related plant." (u 
IH8- ISS9). 

On rehelnn&. the Coinmwion found;' 
• • • lc.u conflnlon wall tc.5ult if the theory o( :amortiutlon of uc.c:u 

depteCiltiOn ls diS(.)rdcd, and inltt2d, that p:tn or the Original inYC$1• 
mcnt u yet undcpr«iated be depreciated over the n.mainins ltfe of the 
property. While the utc result will be the s,Ame, usc of this method v.U 
11mphry computotion and mirtimin confusion. 

Accordtn:ly, Opinion No. 7~9 is hereby mod1F.cd to diminatc t~c 
:~mortittuion o( uccu dcprcebtion rC$CrvC ordered therein and to tc· 
quire in su~utution a computation or depreciation upcnlc appticab;c 
to this rlle period usin1 the rcmaininc life method. 

Both Stalf and Equitoblc cite numero11s e.'", decided in the 1940's and 
J9SO's, to suppon their rcspee1ivc ar:;umCJ\U c:onccrnlnc Commission po~
icr.' However, since APB Opinion No.9 w:u iuucd ln 1966, and Aeeo11::t 
4l9, AdJustmcnu to Rct<lincd E:amin&s. II.'U added to the Uniform Sy)tc::J 
of Accounts in 1969, J lind lhc carli, ~ c:~sa to have Uulc preeedentio.l v~h.::. 

uitablt docs not cite a usc after IS~4 in whle the Comrniu ion :allo~A::d 
ns(er rom nc cprcctaiJon reserve to earned su IllS. orcover, 1.~ 

older el.Scs 11 docs ate aJC :a n Commiuion ordcn o crin& little If :ar.)' 
ruionale (or the Commwion's &ct.ion. I hold ahatthe 1nst~t ease is ;ovcrned 
by Commission policy in clfcct today, u cnuncia1cd in Mllt~irlpDI LtJAt 
lJoart!s. supra. 

II 
H:~vir.c conduded that the tr:ansJcr or the Sll.~76,206 from Account 101 

tO Account 4)9 is il'lconsistent ...,.;th the Uniform System or Accounts. ICOt:· 
ally rcco&nizcd JC.C:OU"\tin& pnnciplc:s, and current CommiSsion pahcy, I fa:: 
the iHuc of"' hcthcr EqutiJblc hos made 2 substantial and compellina shov.·. 
in, th3t waiver ora,cncy ruin is W 3 ranted. WAIT Rot!u> v. F.CC. 418 F 
2d I I S) (CADC- 1969): set a!Jo Colorct!o lfllulttJil Cru Co.. DocL.ct ~c. 
CP; ~-~40, lnttt~ l Dcciston (March 12, 1976)• at 116!. A presumption of 
rcrubrity cpphes when the Commission acu in rclbnce on an u r:abhshed 

'Op.~- ~o Hf· A (A11JVII c. ltJJ. ~ FPC '-10 ., u' 
• Sulf cuu MM"·" ,_, C.. • fl'C 31) t lfH). all4 h ci/ft ,._.,, ••I Utltt c ... I ~ I f 

ld 60l (CA,_IfU) Ett"iubk cun 11.-1'•'"'•' CCI C.. • FPC ltl (l~f). C.MI•h ~ ... , 
Cot C.. 6 FI'C 669 (1947): fJ•Itt• r11cl ~C... 6 FI'C SU (Jt&l); IA111,.f K,..tw., l\'•t• f2! 
Cat C.. l I'I'C JSO (1 .. 1): ~t:dtttm••tl Col c ... l ~Ill (lf41): S..,t4ffll C.l{.,r• 
G•~ C.., tO FI'C l)~ (lfSI ); S...llotnt C•onwo~ C.. C... 10 FPC tl ~ (lUI). t Old .ltf4eiiC C.r1 Clm~ c • . I) F,C UO (I t H ). 

"(£dotOt' t MIC Order h tlld S.ptUIIbct ll, lfl'- telaS llpool lhu I• tbl 0..:tt10Q. )6 f?C 
IUltaUU) 
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at:eney rule. "An applic.ant for "'ah•cr faces a hi'h hurdlt even at the sunlna ~ate." WAIT Radio. suprd at IIS7. I find that E.quiuble has not sustained its burden, and that no w~iver o( Commission rulel or policies should be permitted. ~ · . A. Equitable argues that the propcned 1ran1fer b needed Jn order to im· prove the financial auractiveness or the Company. Exhibit No. 6 indudc.s Equitable's eapitalit.ation as or Oetcmbtr J l' 1974, in pi"'-/Ormo fashion to 1nelude a S2S million debt issuance. The debt ratio is stattd as S4.S49'0, 111bile the equity ratio is 4S. 16cr.. I( the proposed transfer Is approved, the ratios would change, respectively, to Sl.ll~ and 47.77%. Exhibit No. ll, a pros· pettUS for the S2S million issuance, Includes Equitable's c.apitaliution u or March Jl, 197S. The debt ratio is S3.4CJ'. and the equity ratio is 46.69'o. It is stated that If the proposet1 tnnsfer is approved, the pt"'-forma lon£·term debt ratio would be S0.97o \1\d the equhy ratio 49.1 cr.. W1th this Improved debt-equity ratio that would result from the proposed transfer, Equitable arcues that the Company 111111 be able more cui:)· to obtain additicnal debt f\nancmg. which is considerably cheaper than equity f\nanc· ing. Equitable ucues that iu present debt ratio is considered too hiah. and the Comp1ny mi&ht be forced to ist\le additional equity In order to r;~i\e capital. Moreover, if the t:ansfer IS allowed, and the debt ratio lowcrel to S~.2%. the estlmatcd intcrut rate ~vinp on a new debt issue would be ~ of I%. I( we auumc a S2S million issue, there wovld be a $)0,000 savings ueh year. 
Staff acrcc.s that the tranl(cr •·ould improve Equitable's debt-equity ratio, but arcu~ that trc modest improvement would ha"e an ansi;mfteant Impact on th: Company's capital attractiveness. Statrs posiuon is convincing. It seems probable that $0philtlcatcd iM'CStOrs &re already aware or Equitable's int\atcd dcprctiatton reserve and thus would nol be inftucneed by the lransrer. Indeed, a lener to Equitable from Sllndard &:. Poor·~ Corporation atatc.s: "Pk~sc be advaed that Standard &: Poor's has recocniud that the common equity component of Equitable's caphali:r.atlon hu been modestly under· stated as a result of the over•aeerual of depreciation in years past. Thcrdorc. ! u ;a practical mallet it would mal.c liule dilrerenec to our ano.lysis whether I or not Federal Power Comm1ssion approval oft he rcn~tcment were obtained • • •" . (bh. No. 9). 

The layman invC1tor .,. ould c:on~oider the debt·cquiay ratio as on!~· one of j ~ocvcral factors that should be anal)'Ud· Slllr '\it ness LcOakis tc.stifted that in apprauin; linanoal rille the debHqutt)' rauo Is not considered u •lcnift· cant u Interest eovcra;e. Equitable's prc·llX Interest eovcn&e in 1974 •'U ) ) . lu most rcc:cnt pros~ctus indicates ahat u of March 31, 197S, iu pre-tu Interest eo,·crasc -..·u ) .4. Most uuhl)' bond indentures have a minimum prc·IU cover ace r"luircment or~ 0 (Tr. 2)). Stair has presented t \idcncc showlr.& that Equitable n in relatively ;ood. :and probably tmprovln£. ftnane~al hultb. Equitable's c.amin;s per •hare hne 
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..... "-.:::::.-- • increased over the yurs and in .19H reprcscnltd a 17.S% incrn1e over 1973, wi1h 1his upward I rend con•inuin& in 197S (Tr. ll). As of M:ay, 197S, Equh:a· ble had 1ht hliheit per shut c:am•nss of 60 CO'llpar:ablc d1stnbution compll· nic.s. (BAh. No. II). ·• . • Funhcr, E.quitable'a equity ~'atio u of M:~y, 197~ was well within the hi&hcr unse of 60 compar:~ble distribution companies. Of the 60 co.mpanlu, 39 hod equity r:~ tios below that C!f E.quitcblc. The :avcn&e utio for the entire 1roup was 43c:'o, well below Equ1table's 47~., (Elh. Ko. II). Abo, che debt· equity fieurcs I h.ove cited supra lndl~ce ch:at Equi1:able's equity r:atio h:as risen over the l:asc year. 
Additio:al evidence or Equitable's favorable tin:~nd:al condition is the "A" ratlnc wigned to lu mort&A&c bonds. Equitable :arcuc.s th:at if au debt ratio incrca.tcs, iu bond rotlnp could be down,r:~dcd, with a result· in' hi~he: Interest rate on a new debt issue. However, this occurrence seems spc:ul:ative. c.spccially since Equitoblc'' debt r:~tio hD.S in f:~ct de· crcas::d ovtt reecnt years. 
With the above facts in mind, ( con:lude thai Equitable il in I relatively stron& and liable financi:~l condition. The proposed tunsfer is not nef'dC'd to enable 1h: Company to obtain addiuonal finanein&. nor is the transfer lil;ely to h:~ve a slsnHkant impact on the Company's ability co obtain addition:~! C3pil:il. Thus the Company ha.s fallen short in •u anempc to prove th:at a waiver of Commission rules is warranted on thc.sc &rounds. 

B. Equiuble areucs that the proposed transru would brina iu financi.ll Stllement into accord with the dats upon which ratei arc based, :1nd provide the most m:anin~ful information to pot.tntial invc:ston. Staff arrces that some aclion must be taken to correct the ovcf'3ecumulauoo, but crgucs thac the correction ~~ould be in the fonn or prospective a.moniution. citin& Munl.:f· pal Light Boanls. JuprtL 
Equit~ble UJUCS that ~incc there is no rcmainin& undepreciated asset amounl here, prospeelive amoniution Is imposssblc. Hov.cver, Equiublc hu used the &roup piDn to dcprcciace lu plant (Tr. 16); i t. , It has based iu accruals On the avense life Upcclancy of aroups of ilcms of similar propcny. Thus, under the group plan, the bal:~nc:c in Account 101 is rela1cd to total depreciable plant and not to ~pc:cifle auets such u the o"crdcpreclaled pron· cny acqulrd in 19Sl. Therefore Equitable's cotal depreciable plant ean be 1hc basis for prospective :amoniuuon, or ahern~tivcly for redueina the de· predation rate JO a.s to elimina1c the excess dcpreda1ion over the life of EquiLable's propcny, the technique approved by the Commiu ion in Opinion No. 729-A. See p. 166), JuprtL 

C. Approval or the proposed transfer •n this cue would condone both the arbitrary accountin& practices which c::auscd the overaccumubcion, :~nd the lwitude of Equit:1ble in corrcctins the situatlc-n. It is impossible to overloolc the bet that Equitable waited 2~ years t>..fore suucsttnJ that 1he ovcr:aceumulalion be remedied.' If the qvcraccumulation problem h:~d been 1:1c:klcd 
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c.arlicr. the ovcracc:umulation probably would have been len than it h and the impxl on Equttablc's financial Stalcmcnts would have been smaller. 
CONCLUSION 

Considcrina allthc evtdcnce and the ar1umcnu o( the panics. I conclude that 1 should d~ny Equu:ablc's rcquc.&t tO transfer on tU b(\o\:s :an amount of Sl i ,S76,106 from Account 10& 10 Acc:ount 4)9. I also find that the proper accountinc trcitmcnt of the SII,S76,206 excus depred ation in ACGOunt lOS is 10 hl\>e Equ111ble appropriately reduce iu depreciation rate $0 that the UCCSS depreciation is cJiminated f&llbly 0\'U the remainln& life or £<!uit:t· blc's property. Municipal Lilli' Boards of Rtodlnt and WoJ:f,fidd. Mass. v. Boston U/iJD11 ComptJt'l~. Opinion No. 729-A (Auauu 4, 197S), supra at 4<1. 
O~DU 

WttDE.FOa!, It is ordtrtd. subject co rcvit11>• by the Commiuion on appal, Of on its 0\\"D mo:ion as pro"ided by the Commission's R.ule.s or Pr..c.Jcc and Procedure, that: 
{A) The request of Equillblc Oas Company to transfer on its boolu or :~eeOU!)I an amount of SJJ.S76,206 from Ac.count 101, Accumulated Provi· sjon for Dcp:cciuion, 10 Account 4)9, Adjustments 10 Retained E.amin~. is dcnitd. 
(B) Equlublc shall chminatc the Sll.S76.206 excess in Ac.count 108 by appropriately reducina its depreciation r.tc over the remalnin& hfc of iu property. 
(q Within 30 days of the final order of the Commiuion in lhis case, E.quuable shall ~lc wi:h the Commission a report •howinc the appropriate adjustment in iu dep:wauon rate. 

•lt AdJvtunuu 10 rctal~c! urranp. 

E.t!'IST LltaMA.'l, 
Prcsfdlnt AdminiltnUiH lJJw Judtc. 

A. n.k aa:DI.AI Jh• n UKI..ck "'"'Wnl I\OIIJ tCVIOIIC IU IUI CIIOIU rcllun, 10 prior pc.noda. Otl>u tllaa 1nnun>ON ol capitol u~\. u o pcc.~"cJI "' pour u ph 8 llo-:lo • oD Clllnc:t to thu octovrw tniJII '""'"' pnot Commlu oOfl approu l Thcu tn nu :·- • a.tc lo.,_u~ 10 t~c adJ-.lllliCIIII " t.lcla (a) cu 1oc Jpcoflall) idcol~cd • ilia lAd tclo•td 10 1lac b~ixn a«i•,•in or ran.cvt.r prior pc.noda. a-.4 Cb) arc 1101 ann~tabk so o<.,.omlc ""'"" otnurln' w'>tc1; c111 to the IUIC o( tiK t.aao: ... t •· urlllt"" (Ot '"' rroOt pc.l'lod and (c) tcpcl>4 ptU'IInl) oa Odcl'ftll· ,..,..., II) P«nON ~1-cr lt.ao ihc lf»lll ftmn>l. ..nd t•> .. en ~~~ IVUrpt•b:c ol ru~lkc a h ll"at - priot 10 oedt CkUnl\fllal-. Tlloo .ccovnl alloU • lio siiCI..Cc lilt n l ai .O ~ l l.& carlu (Slate aft41 l'cdcnl)., lltfftJ tftdlfdcd l>fru11. A.U hun& ""lwdtd in til• 1-t dt~O ~ •IIJicK•tlr Ooef\becl "' lhc .. lnD rdottiiC 1huc1o N .. ~~·• rcadr n alyw. 8 A.d}tutmol&. curra • crcJIIt • dM 10 lo.oa 011 nacq\IWI.IOII. rculc 01 ruu~n• ol1hc 
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