
BEFORE THE FLORIDA PUBLIC SERVI CE COMMISSIO~ 

IN RE: Petition of Gulf Power 
Company tor Rate Increase 

Docket No. 891345-EI 
nate filed: 05-15-90 

PREHEABING STATEMENT OF 
GULF PQWER COMPANY 

Gulf Power Company ("r.ulf Power", "Gulf", "the Company"), 

by and through its undersigned counsel, and pursuant to Order 

No. 22750 issued March 29, 1990 and Rule 25-22.0J8{J) F.A.c., 

files its prehearing statement ar.d sets forth the following: 

A. BASIC POSITION : 

Gul~ Power's basic position is that Gult's 

current rates and charges do not provide the Company a 

re~sonable opportunity to earn a fair and reasonable rate of 

return for 1990 and beyond. The most reasonable period upon 

which to base perman~nt rates for Gulf to charge in the f uture 

is calendar year 1990. 

The Company's adjusted jurisdictional rate base 

!or the 1990 test year is projected to be $92),56 2,000; and the 

jurisdictional net operating income i s projected to be 

$60,910,000 using the rates c ·.1rrently in effect. The resulting 

adjusted jurisdictional rate of return on ave1age cate base is 

projected to be 6.60t, while the r~turn on common equity is 
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projected to be 7 . 52\ for the 1990 test year. The Company is 

requesting in this docket that it be allowed an overall rate of 

return or 8.34\ which equal~ its total cost of capital, 

assumtng a 13.00\ rate or return on common equity. rhe 

resulting revenue deficiency is $26,295 , 000 which is the a~ount 

or additional annual gross revenues request~d b~ the Company in 

this proceeding. 

As a provider o! retail electric serv1ce to the 

people or Northwest Florida, Gulf has the statutory obligation 

to provide service to ita customers in n "reasonable, 

sufficient, adequate, and efftcicnt manner." Additionally, 

Gulf has the obligation to provide ita shareholders with a 

"reasonable and adequate" return on their investment. Without 

adequate rate relief, Cult c~nnot meet either of these 

obligations in the long run, and both t .he customers and 

shareholders will suffer. The customers will suffer from less 

reliable service and, eventually, higher costs of electricity; 

tho shareholders will sutter fro" an inadequate and 

confiscatory return on their investment and consequen~ly w1ll 

be forced to seeK other investment opportunities. For ~he 

reasons stated above, Gulf is respectfully requesting an 

increas9 in rates in the total sum nf $26,29~,ooo. 
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B. WITNESSES: 

Known witnesses who may be called, the subject 

matter ot their testimony a nd all known exhibits and the 

sponsoring witnesses: 

Direct 

Nome 

1. o. L. McCrary 

2. A. E. Scarbrough 

3. £, B. Parsons, Jr. 

4. H. w. Howell 

5. c. R. Lee 

6. c . E. Jordan 

7. E. c. Conner 

8. D. P. Gi lbert 

9. H. R. Bell 

Subject Hatte r 

Introduction ' Policy 

Account ing; Finan~ial 

Hatters 

Prod~.oction, system 
Planning " Expenses; 
UPS Concept 

Transmission and 
Interchange 

Production Operation 

' Maintenance Budget; 
Power Generation 

Distribution 
Operation and 
Maintenance Expenses 

Corporate ortico; 
Boni!ay ' Graceville 

Budgeting ' Planning 
Process 

Review o! Financial 
rorecost ' Assumptions 

-.3-

Issues 

l, 3, 4, 6, 8, 
9, 11, 14, 15, 
18 , 25, 26, 29, 
30, 40, 45, 51' 
54' 55. 56. 58' 
59, 60, 6 9, 70, 
71, 73, 75, 89, 
98, 102, 103, 
111. 112 

15' 22 , 2), 24, 
25, 26, )), 7 6, 
78, '19, 94 

25' 26, 80, 102 

15' 22, 2), 2 4. 
77. 79, 88, a~. 
95, 99 

12. 81, 97 

'>, 10, 15 

50, 59, 72 , 74, 
86, 87 
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10. R. J. McMillan 

11. w. P. Bowers 

12. R. A. Morin 

lJ. J. T. Kilgore 

14. H. T. O' Sheasy 

15. 3. L. Haskins 

Rebuttal* 
Name 

l. R. A. Morin 

2. J. T . Kilgore 

3. H. T. O'Sheasy 

4. J. L. Haslcin11 

• 

1990 'lest Year 
Financial Forecast; 
Net Operating Income; 
Unit Power S~les 

custoner Service ' 
Information; Sales; 
Marketing and 
Load Management 

Cost or Capital 

CUstomer, Energy ' 
Demand Forecast ' 
Load Research 

Cost c: Service Study 

Rate Design 

Subject Matter 

Cost or Capital 

customer, Energy and 
Demand Forecast 

Coat or Service Study 

Rate Design 

1, 2, 3, 8, 11 , 
u. 15, 16, 17, 
18, 19, 20 , 21 , 
27, 28, 31, 32, 
)), )4, )6, 39, 
41, 42, 43, 44, 
46, 52, 53, 57, 
58, 82, BJ, 84, 
85, 90, 109. 
110, 111 

47, 61, 62, 6), 
64, 65, 66, 67, 
68, 100, 101, 
)02, 104, 105, 
106, 107, lOB 

37, )9, 40 

49, 1 L .. , 116, 
117 

115, 116 

4ll. 114, 118-154 

Issues 

49, 113, 116,117 

* Rebuttal Testimony had not been completed as or the date of 
this filing. 
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5. E. B. Parsons, Jr. Generation Expansion 
& Reserves, Plant He!d 
tor FUture Usc, SCS 
Expenses, EPRI Research, 
R & D Projects 

6. H. W. Howell Generation Expansion, 
UPS, Transmission Facility 
Charges 

7. c. R. Lee Production 0 & H 
Budget, Power 
Genel·at ion 

B. c. E. Jordan 

9. E. c. Conner 

10. A. E. Scarbrough 

11. D. P. Gilbert 

12. H. R. Bell 

13. R. J. McMillan 

14. R. H. Jackson 

15. w. P. Bowers 

16. J. E. Hodc;cs 

17. G. A. Fell 

18. D. L. McCrary 

Distribution 0 & H 
Expenses, Greenh~ad 
Substation 

Corporate Ottice, 
Bonifay and Grace
ville, Navy House, 
Plant Hel.d tor 
Future Use 

Accounting and 
Finance, Govern
"'ental Attairs, 
Tallaha&see Ottice 

Budget Process and 
Budgeted Complement 

Review o! Financial 
Forecast and 
Assumptions 

...990 Teat Year ; 
Financial Forecast 

Emplotee Benefits 

Customer Service & 
Information; Sales 

CUstomer Services 

Investigntivo Matters 

Hauagement and 
CUstomer Service 
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C. EXHIBITS: 

1 Tcstiaonial Exhibits 

WITNESS 

McCrary 

Scarbrough 

EXHIBI'r DESCRIPTION 

(0111-1) 
Schedule 1: Summary ot actions ~axcn t~ 

improve security 

Schedule 2: RS Rate-Typical Bill 
History 

Schedule 3: Reside ntial Rate Comparison 

(AES-1) 
Schedule 1: 0 ' H Exponses-Compariron ot 

1989 to 1990 Budget 

Schedule 2: 0 ' H Expenses- Compariso~ by 
Function 1989-1990 

Schedule 3: 0 & H Expenses- Benchmark 
Comparison by Function 1984-1990 

Schedule 4: 0 'H Expenses- Benchmark 
Comparison by Function 198J-lq9o 

Schedule 5: Transmission Line Rentals
Ad~ustment Order No. 14030 

Schedule 6: Transmission Expenses- Benchmark 
Comparison 1984-1990 

Schedule 7 : A ' G Exp~nsea-Benchmark 
Comparison 1984-1990 

Schedule 8: Summary ot Benchmark Varirnce 
3ustitication 1984-1990 

Sc hedule 9: Salary-Benchmark Comparison 
1984-1990 

Schedule 10: 0 ' H Expenses-Comparison ot Gulf 
to SEE Average 
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Schedule 11: 1988 Retail Sales Per KWH Sold 
for Compar i son Companies 

Schodu~e 12: Stand~•a & Poor's Sccutity Hating 
Report on Gulf Power Company 

Schedule 13: Responsibility for HFRs 

(EBP-1) 
Schedule 1: Index to Schedules 

Schedule 2 : Summary of Daniel and Scherer UPS 
and Territorial Commitments 
1984-1990 

Schedule 3: UPS Unit Capacity Ratings and 
Commercial Operation Dates 

Schedule 4: March 1979 Generation Expano ion 
Plan- Gult Percent Reserves With 
and Without Daniel Capacity 

Schedule 5: Price ot U.S. Imported Crude Oil 

Schedule 6 : Gult and Southern Forecasted 
Reserves in 1990 Wit•1 and Without 
UPS 

Schedule 7: Gult and Southern Planned 
Reserves With and Without UPS 

Schedule 8: 1990 Coal-Fired Generating 
Capacity Cost 

Schedule 9: UPS Summary 

Schedule 10: Southern Electric System-Total 
UPS Allocated to Units 

Schedule 11 : 0 ' H Benchmark Comparison 

Schedule 12: EPRI Total 1990 Planned 
Expenditure Budget 

Schedule 1 J : Comparison of 1984 Actual Budget 
Deviation tor scs to the FPsc 
Adjustment in Oruor No. 140)0 
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Lee 
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Schedule 14: Coal Inventor y Level Polley 

Schedule 15: Responsibility !or HFRs 

(Jo!WH-1) 
Schedule 1: Southern System orr-System 

Capacity Sales 

Schedule 2: Responsibility tor HFRs 

(CEJ-1) 
Schedule 1: Index to Schedules 

Schedule 2: Transportation Cost Savings Due 
to New Maintenance Program 

Schedule 3: Transportation Reliability 
ImproveJDents 

Schedule 4: General Repair Shop Product1vity 
Improve!Dilnts 

Schedule 5: Responsibility for HFRs 

(CRL-1) 
Schedule 1: Index 

Schedule 2: Power Generation Goals 

Scheuule J: Turbine Inspections- Schedules 

Schedule 4: Responsibility tor HFRs 

Conner Space Allocations 

Gilbert 

(ECC-1) 

(DPG-1) 
Schedule 1: Gult Power Planning; 

Budgeting Flowchart 
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McMillan 

Schedule 2: 1990 Capital Additions Budget 

Schedule 3: 1990 o & H f.xpense Budget Less 
Direct Fuel and Purchased PoYet 

Schedule 4: Gul! Power 0 & H Budgeting 
Schematic 

Schedule 5: Example o! Gul! Power BJdget 
Deviation Report 

Schedule 6: Gul! Power Financial Hodel 
Flowchart 

Schedule 7: Responsibility for KFRs 

(HRS-1) 
Schedule 1 : overview o! Financial 

Forecasting Process 

Schedule 2 : AICPA Guidelines for Prospective 
Financial Statements 

Schedule J : Prior Year'• Forecast to Actual 
Variance as a P~rcent of 
Operating Revenues 

(R.JH-1) 
Schedule 1: 

Schedule 2: 

Schedules 3: 

Schedule 4: 

Schedule 5: 

Gulf Power Financial Hodel 
Flowchart 

1989 and 1990 Balance Sheets 

1989 and 1990 Income Statem~nts 

Utility Plant Balances 

13 Month Average Rate Base for 
the Period Ending Oecembet· 3 l, 
1990 

Schedule 6 : Projects Included in Interest 
Bearing CWIP 
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~chedule 7: 13 Month Average W~rking Capital 
for the Period Ending 
December 31 , 1990 

Schedul~ 8: Net Operating Inc ome for the 12 
Mo nths Ending December 31, 1990 

Schedule 9: Fuel Revenues and Expenses tor 
the 12 Months Ending De~ember 31, 
1990 

Schedule 10: Conservation Revenues and 
Expenaes tor the 12 Months Ending 
December 31, 1990 

Schedule 11: Industry Asbociation Dues Related 
to Lobbying and Chamber ot 
Co~erce tor the 12 Hontns Ending 
December 31, 1990 

Schedule 12: Institutional Advertising to~ the 
12 Months Endi ng December ll, 
1990 

Schedule 1 3 : Other Taxes Adjustment for the 12 
Months Ending December J l, 1990 

Schedule 14 : Income Tax Adjustment for the 12 
Months Ending December J1, 1990 

Schedule 15: Interest SynchronizaLion 
Adjustment for the 12 Months 
Ending December 31 , 1990 

(WPB-1) 
Schedule 1: Air Products Quality 

Management Process -A Guideline 
tor Utilities 

Schedule 2: Importance ot Programs and 
Services-Residential customer 
Survey SUlllllary 

Schedule 3: Impact of FPSC Decision on 
Bench~rk Calculation 
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Kilgore 

• 

Schedule 4: 1990 SalQ~ Expenses by function 

Schedule ! : HfRs 

(RAM-lf 
Schedule 1: Resume 

Schedule 2: OCf Hodel Quarterly Timing 
Adjustment 

Schedule 3: Southern Co. Earnings and 
Dividends Per Share 

Schedule 4: El~ctric Utilities Bond Rating, 
BETA and Common Equity Ratio 

Schedule 5: Required Market Return and 
Measures ot Risk tor High-BETA 
Electric Utilities 

Schedule 6: Risk Premium Analysis- Southern 
Co. 1979-1988 

Sch edule 7: Risk Premium Analysis- Southern 
Co. 1984-1989 

Schedule 8: Moody's Electric Utilities Risk 
Premium Analysis 

(JTJ<-1) 
Schedule 1: Gulf Power Co. 1990 Retail 

customer Forecast 

Schedule 2: Gu~t Power co. 1990 Retail Energy 
Sales Forecast 

S=hadule 3: Cult Power Co. 1990 Retail Base 
Revenue Forecast 

Schedule 4: Gult Power Co. Short - Term Retail 
Forecas~ Accuracy 

Schedule 5 : Rate and Other Classi!icat.ons 
s WIIJIA t;.' 

Schedule 6: ResponsiLility for MYRa 
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O'Sheasy 
(HT0-1) 

Schedule 1: 

Schedule 2: 

Schedule 3: 

Schedule 4: 

Schedule 5: 

SC'.hedule 6: 

Schedule 7: 

Schedule 8: 

Has)tins 
(JUf-1) 

Schedule 1: 

Sc.hedule 2: 

Schedule 3: 

Schedule 4: 

Schedule 5: 

Schedule 6: 

!:;chedule 7: 

Schedule 8: 

Present Rate Summary tor 12 
Montha Ending December 31, 1990 

Analysis ot Investment tor 12 
Months Ending December 31, 1990 

Analysis ot Revenues tor 12 
Mont.hs Ending December 31, 1990 

Analysis ot Expenses tor 12 
Months Ending December 31, 1990 

Table or Line Allocators and 
Percentages tor 12 Honths Ending 
December 31, 1990 

Responsibility for MFRs 

ltevelization Detinition 

Summary and Unit Cost tor Revised 
12 Months Ending December 31, 
1990 

AnalyaJs ot Proposed Revenue 
by Rate-12 Months Ending December 
1990 

Rate ot Return by Rate Class 

Proposed Taritts 

Bill Frequency Summa ry for 12 
Months Ending September 1989 

Average Cost ot Localized 
Investment 

1987 and 1988 Pea~ Hours 
Distribution 

Annual Hours-Use Comparison 

Responsibility tor KFRB 
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Kilgore 
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(GAF-1) 
Schedule 1: Warehouse Audit and Alleged 

$2,000,000 Shortage 

Schedule 2: Misappropriations by Kyle Croft 

(JTK-2) 
Schedule 7: 1990 Retail CUs~omer 

Forecast 

Schedule 8: 1990 Retail Energy Sales Forecast 

Schedulo 9 : 1990 Retail Base Revenue Forecast 

Schedule 10: Hf'R E-14 

Schedule 11: MFR E-18a 

Schedule 12 : MFR E-18b 

Schedule 13 : MFR E-18c 

Schedule 14: southeaatern u.s. Annual Net 
Energy tor Load 1984-1985 Ac~ual 
vs. Forecast 

Schedule 15: Historical Growth Rate Forecast 

Schedule 16: Comparison of Forecast 
Accuracy-1989 Test Year Gro~h in 
Retail Base Rate Revenue 

3chedule 17: Short-Term Retail Forecast 
Accurl'lcy 

Schedule 18: Graphs-Rosen/Larkin vs. Gulf 
Powor Accuracy Comparison 

2. Miscellaneous Exhibits 

a. Gult'• response to Item~ 4, 6, 13, 18, 
27, 30, 32, 35-38, 10 ot Statf's First Se~ o! 
Interrogatories, Ooc~et No. 891345-EI 
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b. Gulf's response to ltc~s 47, 48 52, 54, 
64-67, 73 of Staff's Third Sot ot Interroga
tories, Docket No. 891345-EI 

c. Gulf's response to Item 88 ot Staff's 
Sixth Set of Interroqatorios, Docket No. 
891345-EI 

d . Gulf's response to Items 100, 102-103, 
105-106, 109 of Staff's Seventh Set of 
Interrogatories, Docket No. 89134~-EI 

e. Gulf ' s response to Items 110-113, 120-121, 
124, 126, 141, 144 -146 of Staff's Eighth Set 
ot Interroga tories, Docket No. 891145-EI 

f. Gulf ' s response to Item 5, Staff's Second 
Request !or Production of Documents, Docket 
No. 891345- EI 

g. Gulf's response to Items 51-53 or Public 
Counsel's First Set o! Interrogatories, 
Docket No . 891345-EI 

h. Gulf's res ponse to Items 61, 70, 12, 74-75, 
89, 92-93, 96-97, 132, 139 ot Public 
Counsel's Second Set of Interrogatories, 
Docket No. 891345-El 

i. Gulf ' s response to Items 180, 200, 
20J(g), 224, 242- 243, 245 , 24ts-~50, 256, 259, 
274 of Public Counsel's Fourth Set ot 
Interrogatories, Docket No. 891345-EI 

j. Gulf ' s response to Items 277, 285- 287 of 
Public Counsel ' s Pi!th Sot o! 
Interrogatories, ~cket No . 891345-EI 

k . Gulf's response to Items 23, Jl(pp. 1-10), 
JJ(PP• l~ J) 1 35(p. 1) 1 38(pp. 1-2) 1 4l(p. 1). 
55, 56, 58 of Public Counsel's Second Request 
for Production ot Documents, Docket No. 
891345-EI 

1. Gulf's response to Itea 7 of Monsanto's 
First Set of Interrogatories, Docket No 
891345-EI 
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n. Gulf' s respons e t o l ~em 24 ot Mo nsant o' s 
Fira t Request tor Produc t ion o f Documents , 
Docket No. 891345-EI 

n. Gulf's response t o Items . 2-13 , Indus tr i al 
Intervenor 's Second Set of Inte r rogat ories , 
Docket . . o. 891345-EI 

o. Gulf's response to Item 27, Indus trial 
Intervenors' Second Request for Production of 
Docuaents, Docket No. 891345-EI 

p. Gulf's responso to Item 11 of FEA ' s Firs t 
Set of Interrogatories, Docke t No. 89134 5-EI 

q. Late Piled Deposit i o n Exhlb i ~ No. 1 o f Pub lic 
Counsel's Deposition of H. w. Howell, Docket 
No. 891345-EI 

r. Late Piled Deposition Exhibit Nos. 6-7, 15 , 
16, 20 of Staff's Deposition of J. I.. 
Haskins, Docket No . 891345-EI 

s. Late Piled Deposition Exhibit No . 2 of 
Public counsel's Deposition of E. B. Parsons, 
Jr . , Docket No. 891345-EI 

t. Gulf's response to Rate Cas e Audit Repo r t , 
Docket l'o. 881167-EI 
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D. ST~TEMENT OF ISGUES AND POSITIONS 

Sate Bue 

1. ~: Gulf Power has proposed a rate base or 
$923,562,000 ($946,840,000 System) for the test year. 
Wba~ is the appropriate level or rate base for 1990? 

~: The appropriate level of rate base for 1990 is 
$923,562,000 ($1,192,516,000 System). (Scarbrough, 
McMillan) 

2 . ~: The company has included $1,275,624,000 
($1 , 307 , 579,000 System) of plant in service in rate base. 
Is this appropriate? 

~: Yes. (McMillan) 

3. ~: Gulf capitalized $1,964,394 ($6,937,131 system) 
i n excess of the ori ginal cost capitalized by Georgia 
Power Company for its 25t share of Plant Scherer, Unit llo. 
3 . Is this appropriate? 

~: In 1989, subsequent to preparation of the test year 
bud7et, Georgia agreed to refund to Gulf a portion of the 
purchase price related to the tax adder for AFUDC equity 
anc certain deferred taxes related to Unl~ 3. As a result 
of the renegotiated price, the following L.djustments to 
our forecact are required: 
(Scarbrough, McMillan) 

Plant in Servi~o 
Accumulated Depr~ciation 

Depreciation Expense 
Deferred Inco .. Taxes 

S.Yiit.wll 
$ 

(5,279,291) 
(619,573) 

(169, 116) 
1,333,211 

-16-
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(1,520,119) 
(178,40)) 

(48. 691) 
384,237 
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4. ~: As a result ot its purchase of a portion of the 
common facilities at Plant Scherer, Gulf recorded an 
acquisition a~justment of ~2, 458,0f7 ($8,680,507 system). 
Is this appropriate? 

~· Yea. The acquisition adjustment reflects the 
actual coat incurred in connection with the purchase of 
these facilities, and is properly accounted fer in accor
dance with the Uniform system of Accounts prom~lgated by 
FERC and adopted by tho Commission. These facilities were 
purchased !rom Olgothorpe and the City of ~alton at the ir 
original cost, plus a carrying ch~rge in accordance with 
our Scherer Purchase Agreement, and the transact1on 
resulted in no protit to tho selling utilities. These 
costs are properly included in rate bane. {Scarbrough) 

5. ~: Ia the $31,645,000 total cost for the n~w corpo
rate headquarters land, building, and furnishings reason
able? 

~: Yes, the total co~t for the Corporate ~eadquartcrR 
is reasonable. {Conner) 

6. ~: Is the company's Caryville "sod farm" operation 
being properly accounted for by Gulf Power Company? 

Yea. (Scarbrough) 

7. ~: Should the investment and expenses assoc1ated 
with the "Navy House" be allowed? 

~: Yes. (Conner) 

8. ~: Has Gulf properly allocated 311 of the appropri
ate investm~nt and expenses to its appliance division? 

~: Yes. (Scarbrough, McMillan) 

9. ~: Should Gult's investment 1n the Tallahassee 
office b~ includud in rate base? 

~: Yea. Tho Company' s office in Tallahassee is leased 
space. This property is used and useftll and the costs 
associat~d with this facility were included i, the 

-17-
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Company's 1984 rate case. Tho investment and expenses 
associated with this office should be i ncluded in base 
rates. Gulf beir.g a regulated industrj, its employees 
must constantly appear in hearings, workshop~ and ~ther 
meetings before the FPSC and other regulatory agencies 
which are baaed in Tallahassee. The Compa~y's office in 
Tallahassee fulfills a vital need in t erms of coordinating 
and preparing tor appearances at these meetings. 
(Scarbrough) 

1C. ~: Should the total cost of the Bonifay and 
Graceville offices be al lowed in rate base? 

~: Yes. (Conner ) 

11. ~: Gulf Powar has proposed $454,964,000 
{$466,642,000 System) as the proper level of accumulated 
depreciation to be used in this case. Is this approprl
ate? 

~: The appropriate amounts are $454,964,000 
($1 , 451,703,000 System). (Scarbrough, McMi llan) 

12. ~: Should the plant invcst.ment made oy Gulf to serve 
the Leisure Lakes subdivision be included in rate ~ase? 

~: Yes. This issue is misleading as worded. Gulf's 
investment in the Greenhoad Subatation should be included 
in rate base . This investment was originally intended in 
part to servo the Leisure Lakes Subdivision and 
represents part of the Company's investment to serve that 
load. By action of the Commission, Gulf was prohibited 
from serving Leisure Lakes; consequently, Gulf sold a 
portion of the facili ties constructed for that purpose to 
tho rural electric cooperative to whom tho territory was 
awarded. The r 'maining irvestment constitutes Greer.head 
Substation which .:.a used a nd useful serving Gulf's 
customers. (Jordan) 

13. ~: The company has included $14,~49,000 ($15,308,000 
Systea) of construct ion work in progress in rate base . Is 
this appropriate? 

~: Yes. The correct System amount is $15,739,000. 
(McMillan) 

-18-
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14. ~: Io the company's method of handling non-interest 
bearing CWIP consistent with the prescrtbed system o! 
accountinq? 

~: Yes. (Scarbrough) 

15. ~: Gulf has included in ita jurisdictiono l r~te base 
$3,925,000 ($4,025,000 System) of plant held for future 
use. Is this appropriate? 

~: Yes. This amount represents the original cost of 
land held tor future use in the provision of electric 
service and is properly included in rate base. 
(Scarbrouqh, Parsons, Lee, McMillan, c~nner) 

16. ~: Has Gulf allocated the appropri c te a~ount of 
working capital to Unit Power Sales (UPS)? 

~: Yea . The retail, wholesale, and UPS working 
capital amounts have been calculated baaed on the Florida 
Public Service Commission's requirement to use the 
balance sheet approach for detarmininq working capital. 
(McMillan) 

17. ~: The company has included $81,711,000 ($84,174,000 
System) of working capital in rate base. What is the 
appropriate level of working capital? 

~: The appropriate amounts are $81,711,000 
($200,266,000 Syste11j. (McMillan) 

18. ~: Gulf has included $1,358,278 ($1,485,221 System) 
prepaid pension expense in its calculation of workinry 
capital. Is this appropriate? 

~: Yea. Prepaid pension expense of $1,358,278 
($1,485,221 Syste11) is appropriate. The Company prepaid 
certain pension benefits in accordance ~ith IRS rules i . 
order to aaxi•ize ita income tax deduction. The customer 
receives the benefit of the deferr~d taxon in the capital 
structure at zero cost. This was a prudent decision by 
the Company and is appropriately included in rate base. 
(Scarbrough, McMillan) 

-19-
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19. ~: Should unamortized rate case expense be incl•ade:::l 
in working capital? 

~: Yea. The expenses incurred in preparing, tiling, 
and completing a rate ca3c are necessary and legitimate 
costs ot doing business tor a regulated company. Since, 
these costa are to be recovered over a future period, the 
unamortized balance is properly included in working 
capital. (McMillan) 

20. ~: Should the net over recoveries or fuel and 
conservation expenses be included in the calculation or 
working capital? 

WULf: No. All fuel and conservation expenses, including 
the over-recoveries and under-recoveries are properly 
handled in separate recovery mechanisms as determined by 
this Commission. In Order No. 9273, (Docket No. 74680-
EI), the Commisaion established that intcrust would be 
paid on over- and under-recoveries within the fuel conser
vation dockets, to counter any possible incentive to bias 
the projections in either direction. Therefore, since the 
customera already receive a return on over-recoveries 
through a reduction in the fuel component of their elec
tric bill, it is inappropriate to reduce worxing capital 
and honce base rates tor the ~ame over-recovery amount. 
(McMillan) 

21 . ~: Should $6,045,000 of temporary cash investments 
have been in working capital? Is this appropriate? 

~: Yea. The appropriate amounts are $6,045,000 
($6,399,000 Systea). These funds constitute essentially 
all of Gulf'• available working funds, and are required 
and necessary tor the provision ot electric service to our 
customers. (McMillan) 

22 . ~: Gulf has included $1,042,000 !or heavy 011 i nven
tory. Is this appropriate? 

~: Yea. The. henvy oil at Crist Plant is the backup 
fuel tor Units 1,2, and 3. The primary fuel tor these 
units is natural gaa, which is subject to interruption or 
curtailment. Without sufficJent standby fuel on site, 
Crist Units 1,2, and 3 cannot be considered firm generat
ing capacity. (Parsons, Lee) 

- 20-
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Gulf has included $359,000 !or light oil inven
Ia t .his appropriate? 

~: Yea. The amount of lighter oil and combustion 
turbine oil inventory requested is nominal. The Company 
carries the mini~um inventory necessary to ~ccount for 
plant consumption, allowances tor procurement time, 
market volatility and potential supply disruptions. 
7he company is requesting $359,000 system tor l igh~ 

and combustion turbine inventory at all rive plants . 
(Parsons) 

24. ~: Gulf has included $57,426,000 for coal inventory. 
!s this appropriate? 

~: Yea. The Company's request ror coal inventory is 
based on a policy established by using the EPRI Utility 
Fuel Inventory Hodel. This model is widely recognized as 
an industry standard and the assumptions the Company uses 
are prudent and conservative. (Parsons, Lee) 

25. ~: Should 515 KW of Plant Daniel be included in Gul! 
Power ' s rate base? 

~~ Yea. The Coami9sion has recognized t he prudency or 
Gulf's partial ownership in Plant Daniel. Plant ~aniel 
capacity was obtained !or the long-term benefit of Cult ' s 
territorial customers. Tnis capacity is no lon~er dedi 
cated to Unit P~er Sales (UPS) custcmers, and provides 
capacity to Gulf's service area . (Parsons, Howell, 
Scarbrough) 

26. ~: Should 63 KW of Plant Scherer 3 be includdd in 
Gulf Power' • rate base? 

~: Yes . The Comaission has recognized the prudency of 
Gulf's partial ownership of ~lant Scherer, Unit 3. Plant 
Scherer capacity was obtained tor the long-term benefit of 
Gulf's terri~orial customers. This capacity is not 
currently dedicated to UPS customers, and provides capaci
ty to Gulf's service area. (Parsons, Howell, Scarbroug~) 

27. ~: If Plant Scherer 3 ia not 1ncluded in rate base , 
what are the appropriate rate base and NOI adjustments to 
exclude it? 

~~ No position at ~is time . (McMillan) 
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28. ~: What adjustment is proper to remove the 1984 
cancelled Southern Company Services' building f rom rate 
base? 

~: Agree with S~a!!'s Position on this issue ~s set 
forth in Staff's Prehearinq Statement in this docket. (1) 
(McMillan) 

29. ~: What adjustment to rat& base is necess~ry to 
reflect the proper treatment for rebuilds ar.d renovations 
which were expensed b)· t.he company? 

~: No adjustment i s necessary. Gulf properly ~ccounts 
tcr rebuilds and renovations. (Scarbrough~ 

JO. ~: Wh~~ adjustment to rate base is neceGs~ry to 
remove the network protectors from expense to rate base? 

~: No adjustment is necessary. Gulf properly accounts 
tor maintenance of network protactors in O&H expenses. 
(Scarbrough) 

31 . ~: Should the remaining balance in Other Investment 
be included in working ca~ital? 

~: Yea. These insurance reserves o! deposits were 
required to obtain reasonaole prices and terms of coverage 
and are properly included in rate base. (McMillan ) 

32. ~: Should tho working capital item titled "other 
accounts receivable" be removed? 

~: No. These receivables represent amounts duo the 
Ce»pany upon open accounts. Tho majority of these bill
ings are for role attachment rentals tor which the reve
nues have been included in other operating revenues. The 
remaining accounts are related pole and line damage cl~ims 
and other •iscellaneous receivables o! the Company. These 
amounts are properly included in ~orking capital. 
(McMillan) 

(1) References to Staff's Prehcaring Statement herein re!er to 
the draft docuaent provided to the Company on Hay 11, 
19901 bf Ha. Brownlecs at the Division ot Legal Services. 
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28. ~: wtat adjustment is proper to remove the 1984 
cancelled Southern Company Services' building from rate 
base? 

WUL[: Agree with Staff's Position on this issue as set 
forth in Staff's Prehear ing Statement in this docket. 
(McMillan) 

29. ~: What adjustment to rate base is necessary to 
reflect the proper treatment for rebcilds and renovations 
which were expensed by the Company? 

~: No adjustment io necessary. Gulf properly accounts 
for rebuilds an~ renovations. (Scarbrough) 

30. .l.S..S..!JL: Uhat adjustment to rate base is necessary to 
remove the network protectors from ~xpense to rate base? 

~: No adjustment is necessary. Gulf properly accounts 
tor maintenance of network protectors in O'H expenses. 
(Scarbrough) 

31 . ~: Should the reaaining balance in Other Investm~nt 
be included in ~orking capital? 

~: Yes. These insurance reserves of deposits were 
required to obtain reasonable prices and terms of coverage 
and are properly lncluded in rate base. (McMillan) 

32. ~: Should tho working capital item titled "other 
accounts receivable" be removed? 

~: No. These receivables represent amounts due the 
Company upon open accounts. The m~jority of these bill
ings are fr.: pole attachment rentals for which thP reve
nues have been included in other operating revenues. The 
remaining accounts are related pole and line damage claims 
and other miscellaneous receivables of the Company. These 
amount• are properly included in working capital. 
():cHillan) 

(l) Reference• to Staff'• Prehearing Statement hereir refer to 
the draft docuaont provided to tho Company on Hay 11, 
1990, by Ms. Brovnless at the Division o! Legal Services. 
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33 . ~: Raa the Coapany overstated the catcrials and 
supply level? 

~: No. These are utility related and properly includ
ed in workinq capital. (McMillan) 

34. ~: Should the amounts shown as "other current assets" 
and "other •iscellaneous" deterred debits be reJDOV..!d !roll' 
workinq capital? 

~: No. (McMillan) 

35. ISSUES: Should the Caryville Subsurface Study be re~t.oved 

from rate base? 

~: No. The s~baurfacc investigation of the Caryville 
site is atill valid and will be utilized in conjunction 
with the addition of qeneration at Caryville. (Parsons) 

36. ~: What additional workinq capital adjustJDents are 
needed to reflect OPC's expense exclusions? 

~: OPC'a expense exclusions are inappropr iate; there
fore, no additional working capital adjustments ate 
necessary. (McMillan) 

cost ot Capital Issues 

37. ~: What is the appropriate cost of common equ~ty 
capital for Gul! Power? 

~: 13 . 00 t (Morin) 

38. ~: Shoul~ the newly authorized return on coiiiiDon 
oquity be reduced it it is determined that Gulf has been 
11iamana9ed? 

mu.f: No. (McCrary) 
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J9. 1SS2E: Should the preferred stock balance appearing in 
the capital structure be net of discounts, preroiucs and 
issuance expenses? 

~: It the preferred stock balance is reported net of 
discounts, premiums, a"d issuance expenses, a 
~orresponding amount must be removed !rom the common 
equity bal~nce Gulf has reported. (McMillan, Morin) 

40. ~: Should Gulf Po~sr's non-utility invectmcnt be 
removed directly from equity ~hen reconciling tho capital 
structure to rate base? 

~: No. Gulf's non-utility activities h uve no etfect 
on the Company'• coat of capital, and to remove these 
i nvestments directly from equity ~ould unjustly penalize 
the Company's atockholdero. Recognizing that some or the 
itelllS in the capital structure, such as customer deposits, 
are not related to non- utility activities, the Compary has 
adjusted the non-utility investments from the capital 
structure using long-term debt, preferred stock, and 
common equity sources ot capital as a reasonable proxy for 
the cost of capital. (Horin, Scarbrough) 

41. ~: Should Cult Po~er's temporary cash investments ~e 
removed directly from equity ~hen reccnciling thL capital 
structure to rate base? 

~: No. These funds are essentially all of Gulf's 
available working funds, and are required and necessary 
for the provision of electric service. (McMillan) 

42. ~: What is t~e appropriate balance of accumulated 
deferred investment tax credits? 

~: The apppopriate balance is $41,747,000 i$48,926,000 
System). (McMillan) 

43. ~: What is the appropriate balan~e o! accum~lat~1 
d e ferred income taxes? 

~: The appropriate balance is $182,959,000 
($203,823,000 System). (McMillan) 
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44. ~: What is the appropriate weight e d average cos t of 
capital inclu~ing the proper compone nts , a~ounts and cost 
rates associated with the capital structur e tor the 
proj~cted test year ending December 31, 1990? 

s:il.I.U:: 8. 34\ . (HcMilla n) 

Jurisdictional 
Allount 

I teD ($000'&) 
------ --------------

Long-Term Debt 329,936 

Sh'lrt-Term Debt 4,290 

Preferred Stoclt 55,316 

Common Equity 293,655 

customer Deposits 15,659 

Deferred Taxes 182,959 

InvestMent credit 
- Zero Cost 831 
- Woignted cost 40,916 

--------
'rotal 923,562 .......... 

Ratio 
t 

35.73 

o. 46 

5.99 

31.79 

l. 70 

19.81 

0.09 
4.43 

100 .00 ------·-

'leighte-1 
Cost Rate Componen~ 

t t 

8.72 3 . 12 

8 . 00 0.04 

7 . 75 0 . 46 

13.00 4.1) 

7.65 0 . 1) 

0.00 

0.00 
10.49 0.46 

8. 34 

45. ~: Should an a~justment be made to negate the effect 
ot the Co~pany's corporate goal to increase its equ i ty 
ratio? 

~: No. The common equity corporate goal is a 
long-term goal which retlects a desire to maintain a 
strong 'A' bond rating, which is in the long-terQ best 
interest ot the Company and its ratepayers a s wel l a s the 
atockh~ldera. (Scarbrough) 
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Net Operating Income 

46. ~: The company has proposed a net operating income 
of $60,910,000 ($62,802,000 Systel'l) !or 1990. Wl.at is <:he 
appropriate net operating income for 1990? 

~: The appropriate amounts are $60,910,000 
($78,848,000 System) . (McMillan) 

47 . ~: Should revenues be imputed to Gulf for the 
benefit derived by th~ appliance division from the use of 
Gulf's logo and name? 

.GJa.f: No. (Bowers) 

48. ~: Should revenues be imputed at applicable standby 
rates tor 1990 tor the PXT customer who exper1enced an 
outage ot his generation capacity and took back-up power 
from Gult but wae not billed on the standby power rate? 

~: No. The 79~9 KW was not reported as standby 
service by the cuatom&r. This KW io Gulf's current beet 
estimate ot what we now believe should have been reported 
by the cuatoaer aa standby in September o! 1989. The 
customer pr~aently has a ~ontract tor 7500 KW standby, and 
we believe the c ustomer will limit their standby to no 
more than 7500 KW in the future. (Haskins) 

49 . ~: The company has projected total operating reve
nues tor 1990 of $255,580,000 ($262,013,000 System). Is 
this appropriate? 

~: Yea. (Kilgore, McMillan) 

50 . ~: Has cult budgeted a reasonable level fer salaries 
and e•ployee Lenetits? 

~: Yes. (Gilbert, JacKson) 
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51. ~: Is Gulf Power's projected $510,524 ($510,852 
System) bad debt expense for 1990 appropriate? 

~: Yes. Gulf's approved accr~al method of calculating 
Bad Debt expenPe is appropriate. (Scarbrougi1) 

52. ~: Should fuel revenues and related expenses, 
recoverable through the tuol adjustment clause, be removed 
fro• NOI and it ao, what amount? 

~: Yes. The fuel revenues are $l9e,128,000 and fuel 
related expenses a re $~98,132,000 . ( McHillan) 

53. ~: Should conservation revenues ann related expens
es, recoverable through the conservation cost recovery 
clause, be removed from NOI and it so, what dmount? 

~: Yes. The conservation revenues arc $1,878,000 and 
tho conservation related expenses are $1,877,COO. 
(McMillan) 

54. ~: Should the 1990 projected test year be adjusted 
for any out-of-period non-recurring , non-ut1l ity items ~r 
errors found in 1989? 

~: No. 
Test Year. 

No such items have been incluJc1 in the 1990 
(Scarbrough) 

55. ~: Are Gulf's budgeted industry associa~ion dues in 
the amount of $199,343 during 1990 reasonable and prudent? 

~: Yes. Gulf's Industry Association dues are reason
able and prudent. EEl dues spent on lobbying are nomina l, 
approximately 1\ of the total, according to EEI. 
(Scarbrough) 

56. ~: What is the appropriate amount of rate case 
expense to be allowed in operatir.g expenses? 

.GJ.ll.l: The appropriate amou,,t ot rate case expense amort. i
zation tor the teat year is $500,000. The totdl cost o! 
the case ia budgeted at $1,000,000. The amortization 
period ot 2 years is appropriate. (Scarbrough) 
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57. ~: Should Gul! be allowed to recover any costs 
associated ~ith Docket No. 881167-EI, the withdrawn rate 
case? 

GULf: Gulf has no O&H expenses budgeted in the 1990 test 
year tor the withdrawn rate case, Docket ~o. 881167-EI. 
(McMillan) 

58. ~: Should Bank Fees and Line ot Credit cha-ges be 
included in operating expenses? 

~: Yes. These bank tees are fo r our utility banking 
services and are properly included in electric operating 
expenses. (Scarbrough, McMillan) 

59 . ~: Gulf budgeted $8,963,407 ($9,~59,94 3 System) tor 
outside Services expenses !or 1990. Is this amount 
reasonable? 

~: Yes. The amount is reasonable !or A&G outs1d~ 
Services charged to Accoun~ 923. (Scarbrough) 

60. ~: Gulf has projected $7,775,000 ($7,780 ,000 system) 
in customer Accounts expenses !or 1990. Is this amount 
reasonable? 

~: Yea. (S~arbrough) 

61. ~: Should the expenses related to the Industrial 
CUstomer Activities and Cogeneration Program be allowed in 
base rates? 

~: Yes. Cult should be allowed to include the expens
es for this program in rate base. The activities con
tained in this program contribute to our on-going goal to 
reduce the average cost ot electric service to our custom
era . Gulf 1• required, as a result of changes in FEECA, 
to address cogeneration as part of its plan to reduce the 
growth rate in peak demand. It is only logical that thu 
Comaisaion allow Gulf to continue a program that is nov 
required by statute. (Bowers) 
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62. ~: Are the expenses related to Good Cents Incentive 
apprcprl.ate? 

~: Yes. This program has contributed t o the inc rease 
in the number ot ene~y et!icient homes being bullt or 
remodeled and has r esulted in improvements 1n efficiency 
ot heating and air con~itioning systems installed in all 
~wellinga. The incentive is source neutral and available 
to all builders, HVAC dealers and contractors who wishes 
to participate. (Bowers) 

63. ~: Should tr.e expenses related to the Good Cents 
Program be allowed in base raton? 

~: Yes. Gul! has demonstrated that this program is 
cost-effective, has a high participation rate and that the 
services provided as part ot the program !ul!ill the 
demands ot our customers tor a source or unbiased 
information concerninq anergy etticient reside.ltial 
dwellinqs. (Bowers) 

64. ~: Should the expenses related to the Essential 
CUstomer Service Program be allowed !n base rates? 

~: Yes . The energy ser1ices provided as part of this 
program are not provided by any other private party or 
public agency and are provided by Gull in response to our 
customers' needs. Our customers expect these services and 
they are entitled to receive them. (Bowers) 

65. ~: Should the expenses related to the Energy Educa
tion Prograa be allowed in base rates? 

~: Yes. The energy education program is ~ vehlclP 
Gulf uses to intora our customers o! the conservation and 
energy managemel.t programs and services available to tl.em 
and to receive feedback !rom them on how to continue to 
meet their neede tor new products and services . (Bower~) 

66. ~: S~ould Pre sentations/Seminars Program be allcwed 
in base rates? 

~: Yes. These presentations are customized tor the 
needs ot o•1r co-erci '11 and industrial customers and are 
used to educate them regarding advanced end-usE 
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technologies and the services the Company makes available 
to them . (Bowers) 

67. ~: Should the expenses related to the Shine Against 
crime Program bo allowed in base rates? 

~: Yes . This program provides direct benefits to the 
participating customers by reducing the energy conuumed 
tor street lighting. This program benefits all customers 
through the better utilization of electrical p~ant and the 
significant societal ben~fits from a lower crime rate. 
(Bowers) 

68. IiSYE: Gulf has projected $687,000 ($687,000 System) for 
economic development expense in the sales function f?r 
1990. Is this amount reasonable? 

~: Yes. Gulf's service area is going to continue to 
grow. Our economic development activities are for the 
purpose ot influencing the type of growth. We recognize 
that some growth is going to occur. Gulf wants to be in a 
position to assist in tho management of growth so that ~ur 
communities and ratepayers will receive lasting benefits. 
(Bowers) 

69. ~: Gulf has projected $5,358,179 ($5,655,000 System) 
in Production-Related A'G expenses for 1990. Is this 
amount reasonable? 

~: Yes. (Scarbrough) 

70. ~: Gulf has pr~jected $31,070,804 ($32,792,000 
System) in Other A'G expenses tor 1990. Is this amount 
reasonable? 

~: Yes. The correct amounts are $32,037,266 
( $33,812 ,000 System). Tho Other A'G level or expenses iR 
reasonable. (Scarbrough) 
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71 . ~: lias Gulf included any lobbying and other related 
expenses in the 1990 test yo~r which should be removed 
from Operating expenses? 

~: Yes. Gulf inadvertently included $101,977 System 
lobbying expenses in the 1990 test year which should be 
r eEOved. Also, Gulf included other expenses or its 
registered lobbyists tor Information Gathering and Admin
istrative activities which Gulf has agreed to remvve in 
the interest of conservatis• . These other expenses amount 
to $151,288 Systea. (Scarbrough) 

72 . ~: What is the appropriate C.P.I. fact~r to use in 
determining test year expenses? 

ml,Lf : The inflation (c. P. I.) factors used in HfR c-56 
are appropt>iate: 

1985 
1986 
1987 
1988 
1989 
1990 

' 3.552 
1.920 
3.662 
4.082 
4.910 
4.369 

The most recently projecttd 1990 C.P.l. from Data Re
sources Institute would also be consistent with the 
methodology used by the Commission in Order No. 14030. 
(Gilbert) 
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73 . ~: For each functional category of expenses, what is 
the appropriate level of expenses for scrv1 c e s provided by 
the Southern Company? 

~: The appropriate levels of SCS Operati~n and Mainte
nance expense are as follows: ( scarbrollgh) 

Production 
Transaiasion 
Distribution 
customer Accounts 
cuat. Serv. & Info 
Administrative & Gen. 

Total 

Total 
System 

$3,496,~51 
584,945 
108,471 

2,173,025 
199,774 

8,392,165 

$ 14,954,931 

74. ~: Has the company properly removed fro~ 1990 
e:pensea all costa related to I.R.s., grand Jury and ~thor 
Sl~ilar i nvestigations? 

~: The Company has made a comm1tted effort tu identity 
and adjust from this case all costs associdted with these 
investigations. Since tiling this case the Comp~ny has 
discovered an additional $5,000 associated w1th outside 
auditing related to the investigation and stlpulates to 
that amount at this time. (Gilbert) 

75. ~~: What ia the appropriate amount of Pens ion expense 
tor 1990? 

~: Gulf has bu~geted $ 0 dollars for pension exrense 
accrual in the test year . (Scarbrough) 

76. ~: Aru the projected O&H expenses for R&D prcject~ 
reasonable? 

~: Yes. Cult bas justified ea~n of these projects a s 
rea6on~ble and in the best intoreat of th~ ratepayers. 
(Par-sons) 
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77. ~: Are the projected O'H expenses !or additional 
personnel reasonable in the steam production function? 

~: Yes. These expenses are justified and necessary 
and are bene!ici~! to the customer. {Lee) 

78. ~: Haa there been any "double counting" of expenses 
!or services rendered by Southern Company Ser. ices o
EPRI? 

~: No. There has been no double counting or expenses 
for services rendered by SCS or EPRI. The projects 
undertaken by these groups are complimentary to one 
another. (Parsons) 

79 . ~: Are the projected expenses !or ash hauling at 
Plant Daniel reasonable? 

~: Yes. These expenses are justified as this activity 
is now required by new environmental regulations. {Lee) 

80. ~: Is t he amount included in O'H for transmission 
rental for Plant Daniel and Scherer reasonable? 

~: Yea. These amounts result !rom agreemPnts which 
secured the least expensive alternative available to 
provide necessary transmission service to Gulf's service 
territory from Plant Daniel and Pl6nt Scherer. {Howell) 

81. ~: Are the projected O'H expense! for Public Safety 
Inspection and Maintenance reasonable? 

GULF: Yea. (Jordan) 

82. ~: Gulf has budgeted $47,701,000 ($48,844,000 
system) ror Depreciation and Amortization expense. Is 
this amount appropriate? 

~: The appropriate amount i ~ $47,701,000 ($54,079,000 
System) . (McMillan) 
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83. ~: Cult has budgeted $1J,l85,ooo :Sl3,549,000 
System) for Toxes Other. Is this amount appropriate? 

~: The appropriate amount is $20,822,000 ($31,106,000 
Syatem). (McMillan) 

84. ~: What is the appropriate amount of income tax 
expense for the test year? 

~: $12,765,000 ($18,999,000 System) including the 
amortization ot investment tax credi~s. (McMillan) 

85. ISSQES: What is the proper interest synchronization 
adjustaent in this case? 

GULL: The jurisdictional interest synchronization adj ust
ment results in a reduct ion in income taxes ot $442,000. 
(McMillan) 

86. ~: Should an adjustment be made to the test year 
reference level for the Employee Relations Planniny Unit? 

~: No. The Employee Relations refere nce level is 
appropriate . The reference level as used in Gulf's 
budgeting process only af!octs tho amount ot documenLation 
provided by the planning units. The budget , however, is 
developed independently or the reference level. (Gilbert) 

87 . ~: Has the Company made tho proper adjustment to 
remove the labor complement? 

~: Jes. The Company assumes that this issue re!ero to 
the adjustaent o f the complament for v~cancies , not the 
entire "labor complement". The Company has already 
budgeted ~ credit ot $378,000 to the O'H labor budget 
baaed on tb• average approved vacancy rate tor an ;:ight 
•onth period, January through August, 1989. The Com~~ny 
based the salary dollars for this a~justment on the 
average of the new hires for that period. This adjustment 
is reasonable , and should be approved by the Commission. 
(Gllbert) 
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88. ~: The Company has included $5,340,000 in Turbine and 
Boiler insp~ctiona, is further adjustme~t necessary? 

~: No. This is a reasonable and justified expense 
which is necessary and beneficial to the cu~tomer. (Lee) 

89. ~: What adjustments should be made to the levrl of 
expenses tor Plant Daniel? 

~: None. Expenses for Plant Daniel arc necessary, 
reasonable and prudent. (Lee, Parsons, Scarbrough) 

90. ~: Would it be proper to amortize the 19d9 credit to 
uncollectible&, which arose due to an accounting change, 
above the line? 

GULf: No. The change in the aethod of accruing for 
uncollectible& occurred in 1989, and the adjustment to 
restate the reserve balance ,;as properly recorded in the 
year the accounting change was made . (McMillan) 

91. ~: Should an adjustment be made to remove part or all 
ot the costs associated with the employee savings p lan? 

~: No. The Employee Savings Plan ic a reasonable and 
integral component of Gulf's overall salary and benefits 
program designed to enable the Company ~o attract and 
retain well qualified, highly motivated and talented 
employees. (Jackson) 

92. ~: Should the Commission remove all or part of the 
costs of the Productivity Impro~ement Plan (PIP)? 

~: Yea. G~lf has changed its PIP program. Expenses 
should be reducea $339,407 ($358 , 209 system). The PIP 
proyraa is a reasonable and integral component of Gulf's 
overall salary and benefits program designed to enable tl.~ 

Company to attract and retain well qualified, highly 
motivated employees. (Jackson) 
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93. ~: What amount of the Performanc e Pay Plan should be 
approved for retail recovery? 

~: All expenses associated with PPP should be allowed. 
It is reasonable t~ put part of an employee'~ pay at risk 
and it increases manageme nt's control of overall salary 
expense . The PIP program is a reasonable and integral 
component of Gulf's overall salary and benefits program 
designed to enable the Company to attract and :etain '..tell 
qualified, highly motivated employees. (Jackson) 

94. ~: What amount of the $326,808 for EPRI nuclear 
research should be included for setting retail rate s? 

~: All of the $326,808 for EPRI nuclear research is 
reasonable and prudent and should be included in rate 
base. (Parsons} 

95. ~: Should an adjustment bo made to the Plant S~ith 
ash hauling expenses? 

~: No. This is n justified expense which is necessary 
and beneficial to the customer. (Leo} 

96. ~: What adjustment should be made to the ~o~pany's 
Employee Relations budget associated with the reloc ation 
and development programs? 

~: No employee relocation expense adjustment i s 
warranted. The Company budgets a reasonable amount ot 
funds in order to allow management to put the most quali
fied percon in vacant positions. (Jackson) 

97 . ~: Should an adjustment be made to reduce the level 
of obsolete material to be writ ~an ott in the test )ear? 

~:No. (Jordan} 
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98. ~: Hov much of the officer and management "per.ks" tor 
tax services and fitness programs should be borne by tne 
ratepayers? 

~: The Life Fitness Program is necessary to ensure 
management eDployees' health will not adversely affect the 
Company . This program as well as the tax services are 
reasonable and integral components of Gulf's overall 
salary and benefits program and are de~igned to en~ble tre 
Company to attract and retain well qualified, highly 
motivated and talented employees . Both o r the se programs 
are beneficial to the ratepayers and thus are appropriate 
fo r ~ecovery through base rates . (Scarbrough, Jackson) 

99. ~: The Company has projected $1,109,000 for duct and 
fan repairs tor the test year. Should an adjustment be 
made to this level? 

~: No. This is a justified expanse which i s necessary 
a nd beneficial to the custo~er. (Lee) 

100. ~: Should an adjuscment be made to the Customer 
Services and Information benchmark? 

Si.!.lLf: No . Gulf's customer services and informa tion 
programs are cost -effective and are highly ~alued by our 
customers since t hey fulfill needs that they have identi
fied. Disallowance o f these expenses would conflict with 
and frustrate the needs and desires of our customers. 
(Bowers, Hodges) 

101. ~t The Company has inclu~ed expenses tor marketing in 
the test year. Should an adjustment be made to remove 
this cost? 

~: No. Gulf's marketing programs are cost-effective 
and are highly valued by our customers since they fulfill 
needs that they have identified. Disallowance ~f the 
expenses would conflict with and frustrate the needs and 
desires ot our customers . (Bowers, Hodges) 

102. ~: What adjustments a r e necessary to reflect a proper 
benchmark test of expense levels? 

Sill.L[: Nc. adjustment& other than those made by the Company 
are necessary . (Scar:>rough, Bowers, Howell) 

-37-



• • 

103. ~: Gulf has budgeted$ 129,712, 291 for O&H expenses 
in the test year. Is this amount appropriate? 

~: Yes. The appropriate amount is$ 129,712,291 
(System) . (Scarbrough) 

Miscellaneous 

104. ~: Was the production and promotion u f the appliance 
video known as •Top r.un" contrary to the Commission ' s 
policy regarding fuel neutrality? 

~: No. First, there are no dollar& associated with 
any activity of this kind included in the 1990 test year 
expenses . Therefore, this issue is irrelevant. Second, 
it was Gulf's understanding at the time that the fuel 
s ource neutrality policy, as espoused by the Commission, 
was applicable to incentives (rebates) recovered through 
the conservation cost recovery mechanism. This event 
occurred in 1987. The controversial position of the Vldco 
constituted appro~imately 10 seconds. The remaining 
almost seven minutes was dedicated to the promotion of 
energy efficient homes. Gulf's intent with respect to the 
video, aa with all or cur promotional et!orte, is to 
provide information and technical expertise to customers 
on the most energy efficient application for tl.eir 
particular circucstance. Ours and the Commission's 
philosophies are identical--tho best interest of the 
customers. The video was intended to be shown only one 
time, at a seminar to less than 200 people. Since that 
time, Gulf's manage.ment has on a number of occasions 
acknowledged that the controversial portion of the video 
was an in~ppropriate response to the promotional efforts 
ot other energy suppliers. (Bowers, Hodges) 

105. ~: Was the production and distribution o! tee-shirts 
with the •cas Busters" symbol contrary to the Commission's 
policy regarding full neutrality? 

~: No. First, there are no dollars associated with 
any activity ot this kind included in the 1990 test year 
expense•. Therefore, this iosue is irrelevant. Second, 
it was Gulf's understanding at the time that the fuel 
uource neutrality policy, as e&poused by tho Commiss1or,, 
was applicable to incentives (rebates) recovered through 
the con•ervation cost recovery mechanism. Tt.is event 
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occurred in 1985. Since that time, Gulf 's manaqement has 
on a number of occasions acknowlod~ed that, in hindsight, 
the shirts ware an inappropriate response to the 
promotional efforts of other energy suppliers. ( Bow~rs, 

Hodgea) 

106. ~: Waa the incentive program known as "Good Cents 
Incentive" which utilized electropoints that were tedecm
able for tripa, awards , and merchandise contrary to the 
co-iasion'a policy regarding fuel neutral.1.ty? 

~: No. This issue duplicates Issua No. 62. This 
promotional tool is source neutral a& it is available to 
any contractor who wishes to participate and has resulted 
in increased number• o! energy efficient homes in No~th
west Florida. (Bowers) 

107. ~: In 1987, a commerci~l bui l ding received energy 
awards from both the U.S . Department of Energy and the 
Governor ' a Energy Office yet did not receive Good Cents 
certification because of a small amount of back up gas 
power. Was this practice contrary to the Commission's 
policy regarding fuel neutrality? 

~: No . Tho Commission's fuel source neutrality policy 
only appliea to incentives paid through the conservation 
cost recovery mechanism. Gulf's program, as originally 
approved by the Commission, required a building to be all 
electric in order to receive Good Cents certi!icaticn. 
The buildin9 referred to was built in 1984; Gulf's stan
dards were revised in 1986, and now allow certification of 
buildings utilizing natural gas. (Bowers) 

108. ~: Has GU!f participated in some misleading advc~
tiaing in order to gain a competitive edge on gas usage? 

~: No. The natural gas compan~· advertising misled the 
customers by overstating the cost o! el~ctric service in a 
Good Cents Home. Gulf's ads were implemented in response 
to the inaccurate gas c011pauy ads. Gulf is not attempting 
to gain a competitive edge on gas usage through use of 
Advartisouents. We do have a desire to present the truth 
to our custocera. (Bowers) 
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Revenue Expansion Factor 

109. ~: What is the appropriate revenue expansion factor 
tor 1990? 

~: The Revenue Expansion f~ctor is 61.2B58 percent and 
the NOI multiplier is 1. 631699. (McMillan) 

Revenue Reguirementa 

110. ~: Gulf has requested an annual operating revenu~ 
increase of $26,295,000. Is this appropriate? 

mJ.l.f: Yes. (HcHillan) 

111. ~: Should any portion or the $5,75 1,000 interim 
increase granted by Order No. 22681 issued on )-lJ-90 be 
re!unded? 

~: No. The Company's requested rate relief ot 
$26,295,000 is appropriate . (Scarbrough, McMillan) 

112 . ~: Shoul~ Gulf be required to file, within 30 days 
after the date or the final order in this docket, a 
description of all entries or adjustments to its future 
annual reports, rate of return reports, published finan
cial statements and books and records which will be 
required as a result of the Commission's findings in thi s 
rate case? 

~: Gulf will make all appropriate filings, as r equired 
by the Commis•ion. (Scarbrough) 

Cost of Seryir,e i Rate pesign 

113. ~: Are the company's e3timated revenues for sales of 
electricity based upon reasonable 'stimates of CJs , ~mers, 
KW and KWH billinq determinants by rate class? 

~: Yes . (Kilqore) 
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114. ~: The pr~sent and proposed revenues ror 1989 are 
calculat•d using a correction !actor. I s this appropri
ate? (:n error the issue states present and propose d 
revenues for 1989. It should state present and propos ed 
revenues for 1990.) 

~: Aqree vith Staff's position on this issue as set 
forth in staff ' s Prehearing Statement in this docket. 
(Haskins) 

115. ~: What is the appropriate ~oat ot service method
ology to be used in designing tho rates of Gulf Power 
Company? 

~: 12 KCP and 1/13 energy. (O'SheasJ) 

116. ~: Are Gulf's separation or amounts for who lesale 
and retail jurisdictions appropriate? 

~: Yes. Gulf's separation o! amounts for wholesale 
and retail jurisdiction is appropriate as reflected in 
response to Industrial Intervenors Socond Request ror 
Prod~ction of Documents , Item No. 27. (Kilgore, O'Sheasy) 

117 . ~: Is tho method employed by tho ~ompany to develop 
its estimates by class of the 12 monthly coincident peaks 
hour demands and the class non coincident peak hours 
demand appropriate? 

~: Yea. (Kilgore) 

118. ~: If a revenue increase is granted, how should it 
be allocated a~ong customer classes? 

~: Agree vith Staff's position on this issue as set 
forth in Staff's Prehearing Stat~•ent in this doc ket . 
(Haskins) 
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119. ~: If an increase in revenues is approved, unbilled 
revenue will increase. Is the method used by the utility 
for calculating the increase in unbilled revenues uy ratt 
class appropriate? 

~: Agree with Staff's position on this issue as set 
forth in Staff's Preh~aring Statement in this docket. 
(Haskins) 

120. ~: Should the increase in unbilled revenues be 
subtracted from the increase in revenu~ !rom sales Qf 
electricity used to calculate rates by class? 

~: A.,;ree with Staff's position on this issue as set 
forth in Staff's Prehearing Statement in this docket. 
(Haskins) 

121. ~: What are the appropriate customer charges? 

~: The appropriate customer charges are those result
ing from the revised cost o f service study and r ete design 
as shown in the response to Interrogatories No. 12 and 13 
of Industrial Intervenors Second Set of Interrogatories 
and Industrial Intervenors Second Request !or Production 
of Documents, No. 27. as shown below: 
{Haskins) 

Rate Present Unit Proposed 
Schedule Charge Cost Charge 
-------- ------- ------- -------

$ $ s 
RS 6.25 s. 71 e .oo 
GS 7.00 19 . 01 10.00 
GSD 27.00 42 . 06 40.00 
LP 51.00 450 . 75 225.00 
PX 146.00 1138.88 570 .00 
RST 9.25 nja 11 00 
GST 10 . 00 nja 13.00 
GSDT 32.40 nja 45.40 
LPT 51.00 nja 225 . 00 
PXT 146.00 nja 570.00 
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122. ~: What are the appropriate demand charges? 

~: Agree with Staff's posit ion on this issue as set 
forth in Staff's Prehearing Statement in this docket. The 
appropriate degand charges are those proposals based on 
the reviaed coat of snrvice study and rate design as shown 
in the response to Interrogatories No. 12 and 1J ot 
Indust rial Intervenors Second Set or Interrogatories and 
Industrial Intervenors Second Request tor Production of 
Documents , No . 27, as s hown below: ( Haskins) 

Standard 
Rate 

GSD 
LP 
PX 

TOU RATE 

GSDT 
Max 
on-peak 

LPT 
Max 
On- paak 

PXT 
Max 
On-peak 

Present 
Charge 

-------
$ 

6.25 
6.25 
7.50 

2 . 96 
) . 42 

2 . 97 
3 . 35 

3.56 
) . 99 

Unit Proposed 
Cost Charge 

------- -------
$ $ 

7.55 4.52 
9.2) 8 . ~1 

8.59 8 . 26 

7.55 2.20 
2.46 

9.23 4.14 
4.50 

8.59 4.0ll 
4. Jl 

123. ~: The company presently has seasonal rates for the 
RS aud GS rate classes. Should neasonal rates be retained 
for RS and G~? It so, should they be required for 
GSD/GSDT, LP/LPT and PX/PXT? 

GULf: Yea. Seasonal rates tor rates RS and GS should be 
retained. The Company has had seasonal energy charges in 
r ates RS and GS since 1962 ir• order to better track costs 
incurred by the Company in the peak summer perio~ and to 
aend the proper price signal to the summer peaking 
customers as an incentive to control peak demand. The 
Coapany at this time is not proposing seasonal demand 
rates becauae we chose not to introduce the additional 
complexity of aeaaonal rates tor those classes in this 
tiling. (Haskins) 
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124. ~: It seasonal rates are continued, how should they 
be designed? 

~: The same ratio of sullll'ler pr1ce to wir.ter pr1ce as 
in our present RS rate should be retained, an~ thls same 
ratio should be used to obtain tho GS seasonal 
differential. (Haskin&) 

125. ~: How should timo-of-uso rates be designed? 

mzu: The Load ractor .Methodology as approved by the 
commission in our last three rate cases is appropriate to 
calculate TOU energy and demand prices. customer charge 
revenue is ~alculated first by utiliz!ng the unit costa 
tram the Coat ot Service Study. For demand TOU rates, the 
standard demand price (based on demand unit ~osts from the 
Cost ot Service study a nd based on the demand charge we 
proposed to maintain) is split into "on peak" and "max" 
demand components, using thd Load Factor Hethojology. 
Then the remainin9 target revenue is split into 011 and off 
peaJc energy chargee, again using the Load Factor Methodol
ogy. The TOU rates are designed to be revenue n~utral to 
the standard rate counterpart; i.e., the rates ace de
signed assuming all customers are on the TOU rate. 
(Haskins) 

126. ~: Should Gulf' s Experimental Rate Schedule RS-V~P 
(Residential Service - Variable Spot Pricing) base rat3 
charges be raised so that the rate is revenue neutral with 
the approved standard RS rate? If so, what should the 
charges be? 

~: Yes. Charges tor the RS-VSP rate, once it is 
approved, sho.Jld be reve nue neutral •dth the standard RS 
r ate approved in this docket. (Haskins) 

127. ~: The company currently gives transformer ownersh1p 
discounts ot $.25 per KW tor customers taking service at 
priaary voltage and $.70 per KW t or customers tak'ng 
service at transmission levels. Js tho current level of 
discounts appropriate? 

~: No. The Company proposes that the transformer 
ownership and meterinq voltage discounts ao developed in 
the response to Interrogato ry No.'s 110, 111, and :..13 of 
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St4ff's Eighth Set of Interrogatories, after adjustment 
tor the variance of demand and energy charges from un1t 
cost, be approved. (Haskins) 

128. ~: All general service demand rate schedules (GSD, 
GSDT, LP, LPT, PX, and PXT) except Standby Service (55) 
and Interruptible Standby Service (ISS) provide for 
transfor.or ownership and metering discounts. The company 
has proposed providing metering discounts only tor ~tandby 
service rate schedules. Should the ss and ISS rate 
schedules have provision• for both transformer ownership 
and aetering voltaqe discounts? If so, should the level 
of ti.e transfonaer ownership discount and metering ·1ol taqc 
discount tor SB and ISS be sot equal to the othen~ise 
applicable rate schedule? 

~: The SS and ISS rate schedules should ~rovide for 
aetering voltage discounts only pursuant to Order No. 
17159. In addition, pursuant to that order, the d1scount 
should be applied only to the energy portion ot the bill . 
The metering voltage discount to be applied to the energv 
portion of the bill should be tho same as the othen~ise 
applicable deaand rate schedule. (Haskins) 

129. ~: Should Gulf's proposed revision of the statement 
of the custoaer charge on the standby service rate sched
ules (SS and ISS) be approved? 

VllLf: No. Agree with Staff's position on this issue as 
set forth in Staff's Prehearing Statement in th1s docket. 
(Haskins) 

130. ~: Should Cult's proposed change in the definition 
of the capacity used to deteraine the applicable local 
facilities and fuel charges on tho stllndby service rate 
schedules (SS and ISS) be approved? 

~: No. Agree with Staff's position on this issue as 
•at forth in Staff's Prehearing Statement in this docket. 
(Raslcina) 
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1Jl. ~: Should the proposed paragrapl. on the monthly 
charges tor supplementary service on the SS and ISS rate 
schedules be approved? 

~: He. Agree with Staff's position on th1s issue as 
oet forth in Staff's Prehe~ring Statement in this docket. 
(Haskins) 

1J2. ~: Should the Int erruptible Standby Service (ISS) 
Rate Schedule's sections on the Applicability and Deter
mination of Standby S&rvice (KW) Rendered be replaced by 
the language approved for the firm Standby Service (SS) in 
Docket No. 801304-£1? (Docket No. 801J04-EI is stated in 
the issue incorrectly. The correct Docket No. is 891J04-
EI.) 

~: Only the Determination of Standby Service (KW) 
Rendered Section should be replaced by the approved 
language tor the Standby Service rate. The change in the 
Applicability Section of the Standby Service rate woulrl 
not appl y because it states a customer having on-site 
generating equipment is required to take standby serv i ce 
under cer tain conditions; however , this requirement would 
not apply to interruptible standby service customers. 
(Haskins) 

lJJ . ~~: The present standby rates are based on system and 
class unit costs from Docket No. 840086-EI. Should the 
standby rate schedules (SS and ISS) charges be 3djusted to 
reflect unit costs from the cost of service study in this 
docket and the 1989 IIC capacity charge rat~s? 

~: Yes. (Haskins) 

134. ~: Order No . 17568, Docket No. 850102-EI approved 
the experimental Supplemental Energy (SE) (Optional) Rider 
as a pormanen~ rate schedule on the condition that i~ 
become a separate rate class in the company's next rate 
case . Has Gulf complied with Order No. 17568? 

~: During a preliminary conf~rence regarding the HFR 's 
before tiling our withdrawn case, Docket No. 881167 - EI, a 
verbal agreeaent between the Coapany and the then Bureau 
Chief of Electric Rates was reached not to separate the SE 
customers fro• the others in that rate class beca~•se SF. is 
a rider applied to ether rate classes and not a separate 
rate claaa in itselt. (Haskins) 
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135. ~: How ahou1d rates for the Supplement~} Energy 
(Optional Rider) be designed? 

GYLl: The Supplemental Energy (SE) customers' billing 
determinant• ahould be combined with non-SE custo~ers' 
billing deterainants tor rate design purposes. (Haskins) 

136. ~: The applicability clause of tho three demand 
classes (GSD, LP and PX) is stated in terms of Lhe amot• nt 
of KW daaand for which the customer contracts . Is this an 
approp.:iate basis tor determining .:1pplicability? 

GULl: Yes. If the proposed Local Facilities Charge for 
rates LP, LPT, PX, and PXT ia approved, Gulf will initiate 
a ~eviaw and posuible revision of existi n~ LP/LPT and 
PX/PXT contracts and signing of appropriate new contracts 
with thoae LP/LPT customero who presently do not have ~ 
aigned contract. For nov custo•ers, 'lOU would h~v~ no 
actual daaand upon which to base a contract or to deter
aine which rate would be applicable; thus, wit.hout a 
contract c .apacity, you would have no meaningful contract. 
(Haskins) 

137. ~: The current GSD/GSDT and GSLD/GSLDT r~te sched
ules have ainimum charg~s cqu~l to tha customer charge 
plus the de•and charge for tho minimum KW to t~lto se~·ice 
on the rate achedule for customer opting for t he rate 
schedule . Is this minimum ch~rge provision ~ppropriate? 
(Gult's names for its GSLD/GSLDT r~tes aro LP/LPT . ) 

~: No. Reaults of our initi~l analyses indicate 
that th~ GSD rate becomes choapor than tho GS rdte as KW 
increaaea and also as load factor improves. At the 
proposed level of GS energy prices, these breaxeven points 
are too lov tor reasonable implementation. However, if 
thia relationahip changes significtontly as ~ result of 
other decision• in this case, then such a change may be 
workable. If ao, the Company would like to see it ap
proved. Likewise, if the change is made in the minimum 
demand proviaion or the LP/LPT rates, then new r~t~s wou ld 
have to be designed to assure recovery of ~ny lost reve
nues as a res~lt of ~dditiona1 crossovers to r~tes LP/LPT 
and any reduction in demand (kw) used for bill in~ purpo£
es. (Haskin&) 
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138. ~: What is the appropriate method for calculating 
the ainiaua bill demand charge Cor th~ PX rate clasa? 

~: Agree with StafL's position on this issue as set 
forth in Staff'• Prehearing State~ont in this docket and, 
in addition, the minimum bill would include the Local 
Facilitie• Charge, it applicable. (Haskins) 

139. ~: What is the appropriate method Cor calculating 
the minimua bill demand charge for the PXT rate class? 

~: Agree with Staff's position on this issue as set 
forth in Stdtt's Prehearing Statement in this docket and, 
in addition, the minimum bill would include the Local 
Facilities Charge, it applicable . (Ha&kins) 

140. ~: Tho proposed change in tho application of the 
minimua bill provision allows a customer who has less than 
a 75 percent load factor in a given month to not be billed 
pursuant to the minimum bill provision as long his annual 
load factor for the current and most recent 11 months is 
at least 75 percent. Is this appropriate? 

~: Agree with Staff's position on this issue ac seL 
forth in Staff's Prehearing Statemo:1t in this docket. 
(Haskins) 

141. ~: The company has proposed the implementation of a 
local facilities demand charge Cor LP/LPT and PX/PXT 
customers, which would be applied when the customer's 
actual deaand does not reach at least 80 percent of th~ 
Capacity Required to be Maintained (CRH) specified in the 
Contract tor Electric Power. Is this l ocal facilities 
charge appropriate? If ao, to what customer classes 
shou.ld it apply? 

~: Yea. This charge will protect other customers from 
having to subsidize those customers who, on a temporary or 
peraanent basis, reduce their load or shut down c<.. .~plete
ly. such a customer would be obligated to pay at least 
the ainimu. monthly bill, whi~h would include the Local 
Facil ities charge, it applica~le, tor the duration of the 
contract. We proposo to use this Local Facilities Charge 
tor our largo customers (LP, LPT, PX, and PXT) . (Haskins) 
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142. ~: The company's proposed street and outdoor light
ing rates are shown on the revised HFR Schedule E-l6d 
submi~ted as item No. 147 or Start's Eighth set of Inter
rogatories. Should these proposed rates be approved? 

~: No. The proposed street and outdoor lighting rates 
shown on the 2nd revision or KFR Schedule E-l6d , submitted 
as Late Filed Exhibit No. 16 of J . L. Haskins 2nd Deposi
tion in this docket, should be approved. These rates are 
baaed on calculations using better information regardin~ 
additional facilities charges that was not avail~ble to us 
until after the origin~l rates are riled. Therefore, they 
r~present a better forecast or appropr iate rates. 
(Haskins) 

143. ~: The company proposes to eliminate the general 
provisions pertaining to replacement or li~hting systems 
on the Outdoor service Rate Schedule (0S) . I s this 
appropriate? 

~: Yes. The Commission should not impede the re
place.ment of old mercury vapor fixtures with more energy 
efficient high pressure sodium lights. Otherwise, re
placement ot any mercury fixture, regardless or age, •.wuld 
be effectively halted because customers would be required 
to pay for removal of a worthless fixture. (Haskins) 

144. ~: Should the language on OS-III be clarified so 
that only customers with fi~od voltage loads operat~ng 
continuously throughout the billing period (such as 
traffic siqnals, cable TV amplifiers and gas transmission 
substations) would be allowed to take service on uS-III? 

~: Yes. Agrl!e with Statf's position on this issue as 
set forth in Staft's Preheating Statement in this docket. 
(Haskins) 
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145. ~: Since the company's last rate case, sports fields 
~kinq aervice on rate schedules GS and GSD were allowed 
to transfer to the OS-III rate schedule . The company has 
now proposed an OS-IV rate tor sports fields Is this 
appropriate,and, it so, how should the rate be designed? 

~: Yea. Sports fields with night time lighting load 
should not receive service under OS-II, OS-III, GS, or 
GS-D becau•e their load characteristics are not si~ilar to 
tho•a of OS-II , OS-III, GS, or GS-0 loads . Speciti~ally, 

the l oad doea not remain on Gulf's syst~m for che entire 
"darkn••• hours" period. The load also does not peak at 
the sue time as the GS or GS-0 loads. This rate should 
have a CUstomer Charge and an Energy Charge. (Haskins) 

146. ~: The co•pany's proposal tor service charges are 
summarized aa follows: 

Initial Service 
Reconnect a 

Subsequent Subscriber 
Reconnect of Existing 

CUsto•er attor Dis
Connection tor Cauqe 

Collection Fee 
Installing ' Reaoving 

Temporary Service 
Minimua Investigative 

Fee 

Are these charges appropriate? 

~: Yes . (Haskins) 

Present 

$16.00 

16.00 

16.00 
6.00 

48.00 

30 . 00 

Company 
Proposed 

$20.00 

16.00 

11'.00 
6.00 

60.00 

55.00 

147. ~: Should LP customers who have demands ir. excess of 
7500 KW but annual load factor or loss than 75 percent be 
allowed to opt tor tho PXT rate? 

~: ~gree with Staff's position on this issue as sot 
forth in Staff's Prehearing Statement in this docket. 
(HasJtins) 
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148. ~: Is Cult Power's proposed change to the PX minimum 
~nthly bill reasonable, appropriate, and consistent with 
the other provisions of the rate? 

~: Yea. The minimum bill for PX should be the c ustom
er charge plus a per ~~ demand charge, consisting ot the 
KW deaand charge for the class plus the KWH charge t1mes 
the KWH necessary to achieve a 75\ load !actor plus the 
Local Facilities Charge, if applicable. 
(KW charge+ 547.5 x KWH charge) • per KW minimum chdrge 
(Haskins) 

149. ~: Should Cult's proposal to decrease the PXT on-peak 
enerqy charge and increase the ot!-p.:!ak energy charge be 
approved? 

Silll.f: Y... Agree with Industrial Intervenors' witnes,;, 
Jeffry Pollock, as he states in his testimony that oven 
though the overall energy charge revenue would be less, 
the reaulta are consistent with the unit costs in the 
revised cost of service study. (Haskins) 

150. ~: Should scheduled maintenance outages of ~ self
generating customer that are fully coordinated in advance 
with Cult Power be subject to tho ra~chet provi~ion of the 
ss rate? 

~: Yes. Standby Service Order No . 17159 requires t .hat 
the initial standby secvice contract demand represent the 
maximum backup or maintenance demand that the customer 
expects to impose on the utility. ro insure the accuracy 
of the initial contract demand, th• order includes a 
ratchet provision to increase this contract demand for a 
total of 24 months if the actual standby taken exceeds the 
contract demar.d. (Haskins) 

J51. ~: Should the assumed 10\ forced outage factor !or 
salt-generating customers that is I uilt into the ss rate 
design be continued? 

~: Yea. In the Standby Order No. 17159, a lOl torc~1 
outage rate waa specified as the outage rate to be used in 
the calculation of the Reservation Chargo and Daily Demard 
Charges. (Haskins) 
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152 . ~: How should the reservation and nonfuel energy 
charges ot the ss rate be set? 

~: These charges should be des igned in the oanner 
spec~fied by the Co~ission in Standby service Ord~r No. 
17159. (Haakina) 

1~3 . ~: Is i~ appropriate to assume that customers o~ 
present ratea would reaain on the same rate when proposed 
rates bacomo effective? 

~: No. Thia would not be an appropriate rate design 
assumption. Gulf first produces rates which were designed 
using the forecasted billing determinants tor each rate 
class. With our rate deaign co•puter proqram, we then 
have the capability or running tho forecasted customer 
billing detarminants again=t those p reliminary rates and 
also the preliminary rates in co•petition with other rates 
to assure that each customer is on the moat economical 
rate tor that customer; assuring, or course, that all 
qualifications or restrictions or the rate are met. This 
enables the Co•pany then to do any necessary tine tuning 
or the rates through aucc~ssive iterations i n order to get 
as close as possible to the proposed revenue target . It 
we did not check tor crossovers (competition runs ), we 
would not recover the proposed revenue because those 
customers crossing to a different rate would be paying 
l ower prices and thus not producing the revenue that was 
originally intended. (Haskins) 

1 54. ~: Would it be appropr~ate to grant a rate incre~se 
without allowing the Company to redesign the rates to 
recover the approved r evenue , run the rates i n competi
tion, and go through the same iteration process as was 
done in the original tiling or tho case and the revisvd 
portion of thia ca•e? 

~: No. If not a llowed this opportunity, then the 
Co•pany would end up not collecting the tull amount ot the 
granted r evenue increase as intended by the commiss1on i •. 
its dectsion. (Haskins) 
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E. S'l'IPOLATED ISSUES: 

None at this time. 

F. PENDING MOTIONS: 

None. 

G. O'I'HER MATTERS: 

I! other issues are raia•d tor determination at or prior 
to the hearing• boginn! ng June 11, 1990, Gulf respectfully 
requests an opportunity to submit additional statements of 
position and, it necessary, to tile additional testimony. 

Respectfully submitted, thi8 !sti

G. ~~H~o~~~L----------
Florid& Bar o . 
JEFFREi A. STONE 
Florida Bar No. 325953 

Boggs ' Lane 
P. o. Box 12950 
Pensacola, FL 32576 
(904) 432-2.051 
Attorneys tor Gulf Power Company 
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