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February 26, 1996

Mr. Carroll Webb
Joint Administrative Procedures

Committee
120 Holland Building
Tallahassee, Florida 32399

Re: Docket No. 960079-GU, Proposed Revisions to Rule 25-
7.1352, F.A.C., Earnings Surveillance Report

Dear Mr. Webb:

Enclosed are an original and two copies of the following
materials concerning the above referenced proposed rule:

A copy of the rule and the form incorporated by reference

o 7
into the rule.

A copy of the F.A.W. notice.

A statement of facts and circumstances justifying the
proposed rule.

4. A federal comparison statement.

A statement of the impact of the rule on small business.

5.
A 6. No economic impact statement was prepared.
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I1f there are any questions with respect to this rule, please

=——do not hesitate to call on me.
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25-7.1352 Earnings Surveillance Report.

(1) Each investor-owned patural gas utility shall file rate
of return data using Commission Form PSC/AFA 13 (-/--), which is
incorporated by reference into this rule. Form PSC/AFA 13,
entitled "Investor-Owned Natural Gas Utility Earnings Surveillance
Report, " may be obtained from the Commission’'s Division of Auditing
and Financial Analysis.

(2) The report shall be filed:

(a) Monthly, by the 15th day of the second month following
the reported month for natural gas utilities eempamiee with 50,000
or _more customers annual-sales—in—erecess—of—S56—million—therms.

(b) Quarterly, by the 15th day of the second month following
the reported quarter for natural gas ytilities eempanies with fewer
than 50,000 customers and more than 5,000 customers ennuai—eales
tega—than-Sd—mitiienthorag

lc) Semiapnually. by the 15th day of the second month

CODING: Words underlined are additions; words in
struek—threugh type are deletions from existing law.
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1| submitted—in-writing—to—the Commissionprier—tothe-due-date—efi—the
2 | repese-

3| specific Authority: 350.127(2), F.S.

4| Law Implemented: 350.117(1), 366.04(2) (£), F.S.

5| History: New 11/18/82, formerly 25-7.24, Amended 4/23/92, formerly

(41

25-7.024, Amended 6/10/94, .
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INVESTOR OWNED NATURAL GAS UTILITY
EARNINGS SURVEILLANCE REPORT

[ PSC/AFA 13 ( p98) |
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1MVESTOR-GNNED NATURAL GAS UTILITY
EARNINGS SURVEILLANGE REPORT

The earnings surveillance report (ESR) consists of the following schedules:
SCHEDULE 1 - Earnings Surveillance Report Summary

SCHEDULE 2 - Average Rate of Return
SCHEDULE 3 - Year End Rate Base

SCHEDULE 4 - Capital Structure

SCHEDULE 5 - Earned Return on Common Equity

The above schedules represent the data that is to be filed by each natural
gas company. An investor-owned natural gas utility may, at its own option,
include any additional schedules that it deems appropriate or necessary for
further explanation or clarification of the data reported.

Requests for extensien of time in which to file must be submitted in
writing prior to the due date for the data to the following:

Florida Public Service Commission
Division of Auditing and Financial Analysis
Bureau of Revenue Requirements
101 East Gaines Street
Tallahassee, FL 32399-0865

SCHEDULE 1
EARMINGS SURVEILLAMCE REPORT SUMMARY

The purpose of this schedule 1is to summarize the results of the
calculations required by the other schedules. This susmary also provides a
composite overview of the utility’s current earnings on a single page.

Although this schedule only summarizes other schedules, it is necessary to
define a few of the terms utilized in the schedule. These are as follows:
Par Books - This term means that the amounts reported represent the amounts as
recorded in the accounting records of the utility.

Actual per books rate base includes construction work in progress (CWIP)
on which allowance for funds used during construction (AFUDC) 1s not charged and
a vorking capital allowance that 1s adjusted only to exclude those amounts that
are includible in the capital structure. Also since the per books amounts
include cosmon use plant, 1t {s necessary to allocate common expenses to non-

utility operations.




The terms, 'r Books," "FPSC Adjusted," md*o Forma Adjustments”® have
previously been defined in the explanatfon of SCHEDULE 1. Except for these
items, SCHEDULE 2 is self explanatory.

In recognition of the fact that there may be numerous adjustments to the
per books amount of working capital, only the total amount of the adjustments to
working capital needs to be shown on Page 1, if an additional schedule is
provided which shows each specific adjustment.

This schedule also includes a section for calculating the average rate base
and NOI excluding flex rate revenues that have been included for the twelve month
period. The flex rate revenue adjusted average rate base and NOI are to be used
fn calculating the overall rate of return for the purpose of calculating an
earned return on common equity excluding flex rate revenues in Item B of

SCHEDULE S.

SCHEDULE 3
YEAR END RATE BASE

This schedule presents the data necessary to adjust the utility’s per books
amounts and calculate the year-end rate base on a Per Books; and FPSC Adjusted
basis.

The terms “Per Books®" and "FPSC Adjusted" have previously been defined in
the explanatfon of SCHEDULE 1. Except for these items, this schedule is self
explanatory.

The average working capital allowance from SCHEDULE 2, should be used in
calculating the year end rate base.

SCHEDULE 4
CAPITAL STRUCTURE

This schedule shows the computation of the average and year end recuired
rates of return on a FPSC Adjusted and year end basis. Inherent in this
computation, this schedule reconciles the amount of capital to the rate base
total using the same procedures employed by the Commission in the utility’s last
rate proceeding. The terms "Per Books® and "FPSC Adjusted® have previously been
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INVESTOR-OMNED NATURAL GAS UTILITY
EARNINGS SURVEILLANCE REPORT

The earnings surveillance report (ESR) consists of the following schedules:
SCHEDULE 1 - Earnings Surveillance Report Summary

SCHEDULE 2 - Average Rate of Return
SCHEDULE 3 - Year End Rate Base

SCHEDULE 4 - Capital Structure

SCHEDULE 5 - Earned Return on Common Equity

The above schedules represent the data that is to be filed by each natural
gas company. An investor-owned natural gas utility may, at its own option,
include any additional schedules that 1t deems appropriate or necessary for
further explanation or clarification of the data reported.

Requests for extensien of time in which to file must be submitted in
writing prior to the due date for the data to the following:

Florida Public Service Commission
Division of Auditing and Financial Analysis
Bureau of Revenue Requirements
101 East Gaines Street
Tallahassee, FL 32399-0865

SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

The purpose of this schedule 1s to summarize the results of the
calculations required by the other schedules. This summary also provides a
composite overview of the utility’s current earnings on a single page.

Although this schedule only summarizes other schedules, it is necessary to
define a few of the terms utilized in the schedule. These are as follows:

Par Books - This term means that the amounts reported represent the amounts as
recorded in the accounting records of the utility.

Actual per books rate base includes construction work in progress (CWIP)
on which allowance for funds used during construction (AFUDC) 1s not charged and
a working capital allowance that is adjusted only to exclude those amounts that
are includible in the capital structure. Also since the per books amounts
include common use plant, 1t 1s necessary to allocate common expense: to non-
utility operations.




Actual per bm’nit operating income (NOI) :hn.ba computed consistent

with the per books rate base determination. Also since the per books amounts
would include common use expenses, it {s necessary to allocate common expenses
to non-utility operations.
EPSC Adjustments - The adjustments reflected in this column should represent all
of the adjustments required to adjust the per books amounts in accordance with
Commission policies, practices, and adjustments made in the utiiity’s most recent
rate case. This includes the adjustments made by the utility that were not in
dispute, but were accepted by the Commission without direct reference in the
order. However, those adjustments that can be considered to be annualizing or
pro forma should not be included.

FPSC NOI adjustments should include the elimination of purchased gas

related revenues and expenses, as well as conservation related revenues and
expenses, if applicable.
Pro Forma Adjustments - This type of adjustment refers to those adjustments that
would distort the utility’s earned rate of return if they were included in the
"FPSC Adjustments® category. The most specific example is the effect of a recent
rate increase/decrease. When a rate increase/decrease becomes effective, the
operating revenues and related expenses are annualized as though the rate
increase had actually been in effect for the entire preceding 12 month period.
Unless the new rates have been in effect for that one year period, the utility
would not have actually billed those new rates for the entire 12 month period.
Therefore, 1t would not be appropriate to include those revenues in the income
statement for the purposes of evaluating the utility’s earned rate of return.
This indicator should provide a forward look for earnings and a forecast of
future performance on a regulatory basis.

SCHEDULE 2
AYERAGE RATE OF RETURN

This schedule presents the data necessary to adjust the utility’s per books
amounts and calculate the average earned rate of return on a Per Books; FPSC
Adjusted; and Pro Forma basis. This schedule consists of the following two
pages:

Page 1 - Rate Base
Page 2 - Income Statement




The terms, %‘ Books," "FPSC Adjusted,"” md’m Forma Adjustments” have
previously been defined in the explanation of SCHEDULE 1. Except for these
items, SCHEDULE 2 {s self explanatory.

In recognition of the fact that there may be numerous adjustments to the
per books amount of working capital, only the total amount of the adjustmenis to
wo'king capital needs to be shown on Page 1, if an additional schedule is
pruvided which shows each specific adjustment.

This schedule also includes a section for calculating the average rate base
and NOI excluding flex rate revenues that have been included for the twelve month
period. The flex rate revenue adjusted average rate base and NOI are to be used
in calculating the overall rate of return for the purpose of calculating an
earned return on common equity excluding flex rate revenuves in Item [ of

SCHEDULE 5.

SCHEDULE 3
YEAR END RATE BASE

This schedule presents the data necessary to adjust the uti1ity’s per books
amounts and calculate the year-end rate base on a Per Books; and FPSC Adjusted

basis.
The terms “Per Books" and "FPSC Adjusted" have previously been defined in

the explanation of SCHEDULE 1. Except for these items, this schedule is self
explanatory.

The average working capital allowance from SCHEDULE 2, should be used 1in
calculating the year end rate base.

SCHEDULE 4
CAPITAL STRUCTURE

This schedule shows the computation of the average and year end required
rates of return on a FPSC Adjusted and year end basis. Inherent in this
computation, this schedule reconciles the amount of capital to the rate base
total using the same procedures employed by the Commission in the utility’s last
rate proceeding. The terms "Per Books" and "FPSC Adjusted® have previously been



defined in the txph.on of SCHEDULE 1. It is nncu‘y, however, to explain
the following terms:
Specific - Based on the adjustments made to the rate base, this column should
reflect the cumulative effect of all the adjustments that were made to reconcile
the rate base and the capital structure on a basis other than pro rata.
Pro Rata - Based on the adjustments made to the rate base, this column should
reflect the cumulative effect of all the adjustments that were made to reconcile
the rate base and capital structure on a pro rata basis.

Except for these two terms, this schedule s self explanatory.

SCHEDULE &
EARNED RETURN ON COMMON EQUITY

This schedule shows the calculation of the utility’s average earned return
on commcn equity on an FPSC adjusted basis.

Jtem A is the average earned return on common equity including the flex
rate revenues (surplus/deficit) that are included in NOI in computing the
utility’s FPSC Adjusted Average Overall Rate of Return for the period.

Item B 1s the average earned return on common equity gxcluding the flex
rate revenues (surplus/deficit) that are included in NOI 1n computing the
utility’s FPSC Adjusted Average Overall Rate of Return for the period.
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. (COMPANY NAME) . SCHEDULE &
EARNED RETURN ON COMMON EQUITY
FPSC ADJUSTED BASIS

(MONTH/YEAR)

FPSC ADJUSTED AVERAGE EARNED RATE OF RETURN % (Bchedule 1)
LESS: RECONCILED AVERAGE JURISDICTIONAL
WEIGHTED COST RATES FOR:

LONG TERM DEBT

SHORT TERM DEBT

PREFERRED STOCK

CUSTOMER DEPOSITS

TAX CREDITS -~WEIGHTED COST(MIDPOINT)
SUBTOTAL .

LR

!

TOTAL
DIVIDED BY RECONCILED COMMON EQUITY RATIO

gt

JURISDICTIONAL RETURN ON COMMON EQUITY

NET OPERATING REVENUE EXCLUDING FLEX RATE REVENUES ] Mohedule 2. p. 2 of 2)

RATE BASE EXCLUDING FLEX RATE REVENUES $ (chudie2.p 10/2)

r

FPSC ADJUSTED AVERAGE EARNED RATE OF RETURN
LESS: RECONCILED AVERAGE JURISDICTIONAL
WEIGHTED COST RATES FOR:

LONG TERM DEBT

SHORT TERM DEBT

PREFERRED STOCK

CUSTOMER DEPOSITS

TAX CREDITS -WEIGHTED COST(MIDPOINT)
SUBTOTAL

e — —
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TOTAL
DIVIDED BY RECONCILED COMMON EQUITY RATIO

L

JURISDICTIONAL RETURN ON COMMON EQUITY



FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 960079-GU

RULE TITLE: RULE NO. :

Earnings Surveillance Report 25-7.1352

PURPOSE AND EFFECT: The purpose and effect on this rule amendment
is to reduce an unnecessarily frequent reporting schedule for small
gas utilities whose data do not change so frequently as to justify
the present reguirements.

SUMMARY: For gas utilities with 50,000 or more customers, monthly
Earnings Surveillarce Reports (ESR) are required. For gas
utilities with fewer than 50,000, but more than 5000 customers,
quarterly ESRs are required. For gas utilities with 5000 or fewer
customers, semi-annual ESRs are regquired. One written reguest for
a 31-day extension to file made prior to the due date will be
granted. Requests for Commission approval of a longer extensicn
must include a statement of good cause and specify the date by
which the report will be filed.

RULEMAKING AUTHORITY: 350.127(2), F.S.

LAW IMPLEMENTED: 350.117(1), 366.04(2) (f), F.S.

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE
SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21
DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE
PROCEEDING.

HIARING: IF REQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE,
A HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW:

TIME AND DATE: 9:30 A.M., March 20, 1996

PLACE: Room 152, Betty Easley Conference Center, 4075 Esplanade




Way, Tallahassee, Florida.
THE PERSON TO BE CONTACTED REGARDING THIS RULE AND THE ECONOMIC

IMPACT STATEMENT IS: Director of Appeals, Florida Public Service
Commission, 2540 Shumard Oak Blvd., Tallahassee, Florida 32399.
THE FULL TEXT OF THE RULE 1IS:

25-7.1352 Earnings Surveillance Report.

(1) Each jinvestor-owned patural gas utility shall file rate
of return data using Commission Form PSC/AFA 13 (-/--), which is
incorporated by reference into this rule. Form PSC/AFA 13,
entitled "Investor-Owned Natural Gas Utility Earnings Surveillance
Report, " may be obtained from the Commission’s Division of Auditing
and Financial Analysis.

(2) The report shall be filed:

{a) Monthly, by the 15th day of the second month following
the reported month for natural gas ytilities eempanies with 250,000
Or mMore customers annval—sales—in—exeeos—efSo—millien—therms.

{(b) CQuarterly, by the 15th day of the second month following
the reported quarter for natural gas utilities eempanies with fewer
than 50,000 customers and more than 5,000 customers ennvai—sales




reporer

Specific Authority: 350.127(2), F.S.

Law Implemented: 350.117(1), 366.04(2) (f), F.S.

History: New 11/18/82, formerly 25-7.24, amended 4/23/92, formerly
25-7.024, Amended 6/10/94,. .

NAME OF PERSON ORIGINATING PROPOSED RULE: Lee Romig

NAME OF SUPERVISOR OR PERSON(S) WHO APPROVED THE PROPOSED RULE:
Florida Public Service Commission.

DATE PROPOSED RULE APPROVED: February 6, 1996

1f any perscon decides to appeal any decision of the Commission with
respect to any matter considered at the rulemaking hearing, if
held, a record of the hearing is necessary. The appellant must
ensure that a verbatim record, including testimony and evidence
forming the basis of the appeal is made. The Commission usually
makes a verbatim record of rulemaking hearings.

Any person requiring some accommodation at this hearing because of
a physical impairment should call the Division of Records a.d
Reporting at (904) 413-6770 at least five calendar days prior to
the hearing. If you are hearing or speech impaired, please contact
the Florida Public Service Commission using the Florida Relay

Service, which can be reached at: 1-800-955-8771 (TDD).




Rule 25-7.13152
Docket No. 360079-GU

STATEMENT OF FACTS AND CIRCUMSTANCES
JUSTIFYING RULE

Because the current ESR (Earnings Surveillance Report)
reporting frequency is unnecessary, the rule amendment is needed to
reduce the reporting requirement to quarterly for gas utilities
with fewer than 50,000, but more than 5000 cuscomers, and semi-
annually for gas utilities with 5000 or fewer customers.

STATEMENT ON FEDERAL STANDARDS

There is no federal standard on the same subject.

STATEMENT OF IMPACT ON SMALL BUSINESS

No impact on small business was identified.






