
FLORIDA PUBLIC SERVICE COMMISSION 
Capital Circle Office Center 0 2540 Shumard Oak Boulevard 

Tallahassee, Florida 32399-0850 

AUGUST 22, 1996 

TO : 

FROM : 

RE : 

DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO) 
'C 6 0  

DIVISION OF ELECTRIC 6c GAS (TmPP, KmE@! DRAPER, 

4@ /P7 
BALL INGER) 
DIVISION OF LEGAL SERVICES (JOHNS0N)d 

DOCKET NO. 960789-E1 - PETITION FOR AUTHORITY TO 
IMPLEMENT PROPOSED COMMERCIAL/INDUSTRIAL SERVICE RIDER ON 
PILOT/EXPERIMENTAL BASIS BY GULF POWER COMPANY 

AGENDA: SEPTEMBER 3, 1996 - REGULAR AGENDA - PROPOSED AGENCY 
ACTION - INTERESTED PERSONS MAY PARTICIPATE 

CRITICAL DATES: NONE 

SPECIAL INSTRUCTIONS: S:\PSC\EAG\WP\960789A.RCM 

CASE BACKGROUND 

On September 27, 1995, Gulf Power Company (Gulf) petitioned 
for approval of a Commercial/Industrial Service Rider (CISR or CIS- 
rider). The proposed tariff rider would allow Gulf to negotiate 
discount rates with individual commercial/industrial customers if 
Gulf was convinced an existing customer would leave Gulf's system, 
or if a new customer would not locate in Gulf's territory in the 
absence of a discount rate. An evidentiary hearing was held on 
March 7-8, 1996. At the June 11 Agenda Conference, the Commission 
voted to deny the tariff. The Commission expressed their concern 
with certain concepts contained in the tariff. The two major 
concerns appeared to be the definition of incremental cost used by 
Gulf to determine the price floor for any contract rate, and the 
accurate determination of "at-risk" customers. Staff was 
instructed to meet with Gulf Power to discuss the concerns raised 
by the Commission and attempt to negotiate a new tariff which would 
meet those concerns. 

Staff met with Gulf Power and other interested parties on June 
At that meeting Gylf prefiented a 20 and again on June 27, 1996. 
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revised implementation plan for the tariff which it stated 
addressed the concerns raised by the Commission. Gulf, however, 
did not modify the tariff language itself. 

Gulf refiled its CISR tariff and revised implementation plan 
on June 28 and titled the tariff an experiment. At the July 30 
Agenda Gulf voluntarily withdrew its proposed tariff and 
implementation plan. One of the main concerns raised by several 
Commissioners was the fact that while Gulf did file a revised 
implementation plan, it did not make corresponding changes to the 
tariff. At the agenda, staff was directed to develop a list of 
items ("laundry list") for possible inclusion in Gulf's 
commercial/industrial discount tariff and implementation plan. 
That list of items was sent as a memorandum on August 7 to the 
Commissioners and Gulf for review. Staff met with Gulf and other 
interested parties on August 13 to discuss the list of items. 

On August 20, Gulf submitted two llexamplell tariffs and 
implementation plan packages. The first package was identical to 
the proposal submitted on June 28 with the addition of language in 
the implementation plan regarding the inclusion of recovery clauses 
in the price floor and changes in the tariff language to 
incorporate specific information on the length and size limitations 
previously contained only in the implementation plan. 

The second package includes the above modifications plus the 
addition of a Ilregulatory out" clause. This provision allows the 
Commission 60 days to review a contract. At the end of that 
period, the "regulatory out" clause becomes Ilmoot. IT It is unclear 
whether Gulf intends to prohibit further review by the Commission 
if action is not taken within the initial 60 days. This second 
revised package retains language on surveillance reporting but 
removes all references to the overearnings review based on imputed 
revenues. Reference to a prudence review is also removed. 

At the July 30 Agenda Conference, the Commission instructed 
Staff and the Company to continue negotiations to arrive at a 
proposal acceptable to both sides before returning with a new 
tariff which would trigger the 60 day and 8 month statutory clocks. 
Thus, Staff considers Gulf's August 20 submittal, which contains 
two implementation plans and two llexamplell tariffs, to be for 
discussion only and not an official tariff filing, subject to the 
statutory time limits on tariff filings. 

From the list of items, which is presented as Attachment 1, 
staff has prepared seven alternatives, which we believe meet the 
objective of allowing Gulf to offer rate flexibility to 

- 2 -  



DOCKET NO. 960789-E1 
DATE: August 22, 1996 

commercial/industrial customers while protecting the general body 
of ratepayers from unnecessary risk. 

DISCUSSION OF ISSUES 

ISSUE 1: Should the Commission approve a flexible price contract 
proposal for Gulf Power? 

RECOMMENDATION: Yes. However, staff has serious concerns about 
the tariff proposals presented by Gulf (Docket Nos. 951161-E1 and 
960789-EI). Staff continues to recommend its July 30 proposal for 
a one-customer experiment. However, staff has developed six 
additional alternatives for Commission consideration. Staff 
recommends that the Commission instruct Gulf to file a tariff 
incorporating one of the seven alternatives listed below. Staff 
believes any of these would meet Gulf's desire for rate flexibility 
and would also protect the general body of ratepayers from 
unnecessary risk. 

Staff Alternative 1 - One-customer experiment 
No subscription period 
No contract life limitation 
No limitation on maximum Megawatt load 
One contract for one customer 
Competition with natural gas utilities not allowed 
Competition with other electric utilities not allowed 
Price floor includes average embedded transmission, 

distribution, and administrative costs plus all otherwise 
applicable recovery clauses 

Immediate "at-riskll and contract prudence review 

Staff Alternative 2 - Contract life limitation 
No subscription period 
All contracts end prior to 2002 
No limitation on maximum Megawatt load 
No limitation on number of contracts 
Competition with natural gas utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor shall include all otherwise applicable cost 

No automatic "at-risk" and contract prudence review 
recovery clauses 

Staff Alternative 3 - Risk Factor and Mandatory Sharing 
(same as Gulf's second proposal, except Risk Factor and 
Mandatory Sharing added) 
Four year subscription period 
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No contract life limitation 
200 Mw maximum load 
Maximum of 12 customers 
Competition with natural gas utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor includes incremental cost plus 20 percent, plus 

all recovery clauses 
Stockholders share 50 percent of shifted unrecovered embedded 

cost at time of rate case, non CSA customers responsible 
for remaining 50 percent 

Shareholder responsible for 100 percent of revenue shortfall 
if/when retail access allowed in Florida 

IIAt-risk" and contract prudence review upon overearnings 
and/or ratecase 

Staff Alternative 4 - Limited Contract 
(Staff adaptation of Ft. Pierce and Homestead economic 
development tariffs) 
No subscription period 
Five year contract life 
No limitation on maximum Megawatt load 
No limitation on number of contracts 
Competition with natural gas utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor includes average embedded transmission and 

distribution, incremental non-fuel energy charge, all 
otherwise applicable recovery clauses 

No automatic "at-risk" and contract prudence review 

Staff Alternative 5 - Buy-through 
(Staff adaptation of Lakeland buy-through tariff) 
No subscription period 
Life of contract: 10 years or until retail access 
No limitation on maximum Megawatt load 
No limitation on number of contracts 
Competition with natural gas utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor includes average embedded transmission and 

distribution, incremental production cost, all otherwise 
applicable recovery clauses 

No automatic "at-riskI1 and contract prudence review 

Staff Alternative 6 - Cost separation 
(Staff adaptation of City Gas "below-the-line" petition) 
No subscription period 
No contract life limitation 
No limitation on maximum Megawatt load 
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No limitation on number of contracts 
Competition with natural gas utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor not applicable since all revenues and costs 

No automatic "at-risk" and contract prudence review 
recorded "below- the- line" 

Staff Alternative 7 - Regulatory Solutions 
Staff's proposed "regulatory solutions" - 

1. 10 year rate cap for non at-risk customers; 
2 .  Minimum rate includes average embedded transmission 
and distribution, all recovery clauses, and incremental 
generation cost; 
3. Wholesale-retail type of cost allocation; 
4. ROE Ceiling. 

All four resulatory solutions have in common: 
No subscription period 
No contract life limitation 
No limitation on maximum Megawatt load 
No limitation on number of contracts 
Competition with natural utilities allowed 
CISR will not be deciding factor in territorial dispute 
Price floor as indicated in regulatory solution description 
No automatic "at-riskT1 and contract prudence review 

STAFF ANALYSIS: Gulf and staff agree that the general body of 
ratepayers may be harmed if Gulf fails to retain existing large 
commercial/customer load. Where such customers threaten to leave 
the system, a dollar received above incremental costs is better 
than no dollar at all, at least in the short term until growth 
offsets the lost revenues. Where Gulf and staff primarily disagree 
is over the issue of how the Commission can reasonably assure 
itself that Gulf's identification of an lfat-riskl1 customer is 
correct and the issue of accurately establishing an incremental 
cost price floor. 

The successful determination of whether a customer is "at 
risk" of leaving Gulf's system, or not locating on Gulf's system to 
begin with, is highly dependent on a knowledge of the alternatives 
available to the customer and an accurate prediction of managerial 
decisions in industries with which the Commission and Gulf are, at 
best, marginally familiar. Gulf maintains that it will gather 
sufficient information to evaluate a customer's options to taking 
power from the utility. However, it is unclear how reliable that 
information will be. If other suppliers choose, as Gulf has 
chosen, to keep customer-specific information confidential, Gulf is 
severely restricted in verifying any alternative offers. As staff 
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noted in Docket No. 951161-EI, a customer has the incentive to make 
his alternatives look as attractive as possible to get a lower 
price from Gulf. The uncertainty in gathering valid information on 
alternatives casts a large shadow on Gulf's ability to determine 
whether a customer is truly "at risk." An Ilat-riskll review will 
extend this shadow of uncertainty to the -Commission. 

Another major issue is the use of incremental cost 
projections for long term pricing. Gulf proposes to quantify the 
incremental costs to serve a CSA customer using a "RIM based" cost- 
effectiveness methodology. As used to evaluate conservation 
programs, the RIM methodology is a long term planning tool used to 
develop an order of magnitude estimate of the aggregate 
cost/benefit ratio of conservation programs to be implemented by 
groups of customers. Conservation programs typically involve many 
customers with small individual contributions to reducing system 
peak. Hence, there is room for error on an individual basis while 
the utility keeps or should keep the program as a whole cost 
effective. No such room for error exists for evaluating the 
incremental costs of service for an individual CSA customer. 

Once calculated, the RIM cost-effectiveness estimate, 
combined with considerable judgement, is then used as a basis to 
screen and approve conservation programs. Once implemented, each 
conservation program is monitored for continuing cost 
effectiveness. Programs which are determined to no longer be cost 
effective due to rising costs or declining benefits are modified or 
discontinued. The use of "RIM based" projections of cost- 
effectiveness to set a pricing floor for CSA contracts would offer 
no such protection of continuing review of forecasted costs and 
cost-effectiveness. This issue is particularly troublesome given 
our experience with long-term cogeneration contracts. Many of 
these contracts are currently priced significantly above current 
market prices, thus raising electric rates to all customers, 
because the contracts were based on projected avoided costs which 
can not be updated. An llat-risk" customer, after agreeing with 
Gulf on the price and other terms and conditions, would be required 
to execute a Contract Service Arrangement (CSA). The CSA will 
specify the reduced rate and contain negotiated terms and 
conditions unique to the customer. Unless specifically noted, the 
Commission will not have authority to alter the CSA. In this 
respect, the CSA will be similar to a negotiated cogeneration 
contract. 

The last customer-specific special contract approved by 
this Commission was between Gulf and Monsanto. The five year 
contract covering approximately 60 MW of load expired in 1992 when 
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Monsanto chose to build a cogeneration unit and leave Gulf's 
system. Since Gulf continues to earn at the midpoint of its 
allowed earnings range without this load and without a rate 
increase, apparently its loss proved to have no detrimental impacts 
on the rates of other customers. 

Nevertheless, staff does recognize that loss of 
significant existing load can be detrimental to remaining 
ratepayers if growth does not take up the loss in load. Staff also 
recognizes that Florida competes with other states which have 
special contract rates to attract and retain load. However, this 
Commission has very little experience with discount contract rates. 
In order to gain experience with the impact on both the market 
place and the utility's remaining ratepayers, Staff proposed at the 
July 30 Agenda that one contract be negotiated and then immediately 
reviewed by the Commission to provide "real world" experience on 
how Gulf intends to implement the CIS contracts. This proposal was 
rejected by the utility. Although Staff continues to prefer one of 
the regulatory approaches presented at the July 30 Agenda, in the 
spirit of compromise Staff is willing to recommend other 
alternatives which provide adequate safeguards to minimize the risk 
to Gulf's general body of ratepayers. 

Gulf's proposal. Gulf's June 27 proposal, which Gulf 
withdrew at the July 30 Agenda, provided for a four year 
subscription window, no limit on the length of the contract period, 
and a limit of 200 Mw of connected load or 12 contracts. The 
tariff would be available to new or existing customers as long as 
the load was "at risk" as determined by Gulf. The price floor 
would be determined using a RIM methodology to determine the 
incremental cost of serving the customer plus a contribution above 
incremental costs. The Implementation Plan also included two 
automatic triggering points which would prompt a full Commission 
review of contracts: (1) a base rate case; or (2) if actual 
revenues plus the difference between the contract revenue and what 
the customer would have paid under the otherwise applicable rate 
would cause the company to exceed its authorized rate of return. 

On August 20, 1996, Gulf submitted two llexampleT1 tariffs 
and revised implementation plans, based on their original filing. 
The first revision adds the agreement to credit all recovery 
clauses at the otherwise applicable rates and adds more specific 
language in the tariff itself on the limitations to load and term 
of the contracts. The second revision includes the recovery clause 
and expanded tariff applicability language and adds a 60 day 
Ilregulatory out" clause. It appears Gulf intends to limit any 
Commission review to 60 days following the signing of the contract. 
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The second revision also eliminates mention of any prudence review 
and eliminates the language on imputed revenues resulting in 
overearnings review. 

Neither revised proposal addresses the major concerns 
identified by the Commission and Staff regarding the "at-riskIT 

Staff determination on the definition of incremental cost. 
believes the August 20 submittal adds nothing of substance to the 
tariffs the Commission has previously denied and in fact, takes 
away a great deal in terms of Commission flexibility. Staff fails 
to understand how limiting the Commission's review on the complex 
issues already identified can be considered an improvement or 
compromise on Gulf's part. 

Staff believes that Gulf's proposed Tariff and 
Implementation Plans submitted both in Docket No. 951161-E1 and 
Docket No. 960789-E1 are overly broad and provide little assurance 
that the tariff will be applied in a manner which protects the 
general body of ratepayers from unnecessary risk. Significant 
points not adequately addressed include: the total amount of 
revenues subject to rate discounts, identification of "at risk" 
customers, the definition of incremental cost and the price floor, 
the effect on the rates of the remaining ratepayers and the effect 
on the utility's earnings. We believe the Commission must balance 
all of these concerns before approving any plan which provides Gulf 
the level of rate flexibility the utility desires. 

For example, a shorter contract duration would make the 
determination of "at risk" and the definition of incremental cost 
to serve less of an issue. A shorter contract duration also 
lessens the likelihood that discount contracts would overlap a rate 
case test year where any sharing of the unrecovered embedded cost 
as well as the prudence of contracts would be at issue. However, 
if the price floor were defined to accurately capture the risk that 
actual future costs would be greater than projected costs, or if 
some type of reopener, or true-up mechanism were in place to 
account for errors in projected costs, the amount of load and the 
other terms and conditions of contracts become less of an issue. 

Options in Georsia and Alabama. Georgia appears to have 
focused on economic development rates. True economic development 
creates jobs. Load retention and/or load building may or may not 
create jobs. In Georgia, the approved tariff directly links the 
amount of the discount to the customer's increase in the number of 
j o b s .  Job creation is measured against a base year employment 
number. For example, an increase in one to nine jobs over the base 
period merits a ten percent rate discount. An additional discount 
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is also available for customers locating in existing structures or 
for job creation in economically depressed areas. It is, however, 
unclear if any consideration is given to the possibility that the 
jobs or development would have been created anyway if the customer 
were served by another utility or predominantly served by a natural 
gas utility. With limited staff in both Georgia and Alabama, these 
types of issues may not have been thoroughly investigated. 

Alabama has a Flexible Contract Rate Schedule that is 
very similar to Gulf’s proposed CISR. The Alabama Power 
Commission, however, has ten days to disapprove a signed contract. 
Staff notes that Alabama Power has signed contracts for two, five, 
and seven years. 

Informal conversations have highlighted other potential 
problems with Georgia’s and Alabama’s approved discount rates. To 
remain competitive for existing or new large-use commercial and 
industrial load, rural electric cooperatives will have to lower 
rates charged to these customers. Since rural electric 
cooperatives have no profit margins or stockholders to share the 
lost revenue, reducing rates to one group of customers is still a 
zero-sum game. Therefore, Gulf’s discount rider could have the 
effect of raising rates for residential and small commercial 
customers of rural electric cooperatives. With the Panhandles’s 
four rural cooperatives serving predominately residential 
customers, Gulf‘s rate discounts could be a significant issue in 
cooperatives serving areas least able to tolerate the l o s s  of a 
large customer. 

In addition to economic development rates, Georgia allows 
new large-use commercial and industrial customers to make a one- 
time choice for their power supplier. In Georgia, all utilities 
jointly own, and have transmission access, to facilitate serving a 
new customer. Territorial boundaries are prescribed by statute for 
lower-use customers. Georgia’s one-time option for new customers 
is causing problems among the utility’s current customers. At the 
inception of the tariff, customers were locked into a perpetual 
contract. This required that the customer would remain a customer 
of the utility selected. Recent customers exercising the one-time 
option are signing five to ten year power contracts, holding out 
for open transmission access. No one is sure who the power 
supplier will be when a contract expires. Earlier customers are 
now realizing that they have been denied options available to later 
customers under the same tariff. 

Gulf and the Panhandle cooperatives have extensive 
duplicating transmission lines. Hence, while transmission access 
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for retail sales is currently not allowed, the duplicating 
transmission lines coupled with the rate discounts, will likely 
adversely affect rural Panhandle customers. 

The details of the programs adopted in Georgia, Alabama 
and Mississippi are discussed in Attachments 3 and 4. 

Attachments. At the July 30 Agenda, Staff was instructed 
to prepare a "laundry list" of modifications to specific provisions 
of Gulf ' s proposal. This "laundry list" is presented in Attachment 
1. Designing a workable tariff, however, is not as simple as 
picking one item from each block. Attachment 2 elaborates on each 
of the short titles in the chart in Attachment 1 and explains some 
of the interactions of the various items. 

In addition to the laundry list, the Commission requested 
a summary of similar programs offered in Alabama, Georgia and 
Mississippi. Attachment 3 was prepared by the Division of Research 
and Regulatory Review based on conversations with the state 
regulatory agencies and Attachment 4 was prepared by Gulf Power 
based on information from the utilities. Attachment 5 is Gulf's 
August 20 proposal. Attachment 6 is staff's recommendation for the 
J u l y  30 Agenda Conference which describes out the one-customer 
experiment. 

Staff alternatives. Below is a more detailed discussion 
of the Staff Alternatives presented above. Staff Alternative 1 is 
the one-customer experiment recommended by Staff at the July 30 
Agenda Conference. Staff Alternatives 2 and 3 are variations of 
Gulf's CISR proposals. Staff Alternatives 4 and 5 are contract 
tariffs approved by the Commission for municipal utilities and 
adapted to Gulf Power. Staff Alternative 6, the City Gas proposal, 
is also scheduled for the September 3 Agenda. Staff Alternative 7 
reiterates the options presented in Staff's recommendation at the 
July 30 Agenda Conference. 

Staff Alternative 1: One-Customer Experiment 
(Discussed at July 30, 1996 Agenda) 

Although Alternatives 2 through 7 are acceptable 
compromises, Staff recommends Alternative 1 because the Commission 
has no experience with the type of large-use customer rate 
discounts Gulf is proposing. Prior rate discounts involved a known 
customer with a known alternative and were for a short time period, 
not 15 to 20 years or more. A one-customer experiment was 
addressed in our recommendation for the July 30 Agenda. 
(Attachment 6). Upon Gulf's selection of a customer, an "at-risk" 
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and a contract prudence review would be opened. Staff is 
recommending a price floor of embedded transmission, generation, 
and distribution costs plus all otherwise applicable cost recovery 
clauses (fuel; purchased power, including power pool capacity; 
environmental; conservation). If the Commission is primarily 
interested in economic development and job creation, we should be 
indifferent as to whether the customer uses natural gas or is 
served by a rural electric cooperative. Hence, staff also 
recommends that competition with natural gas utilities and other 
electric utilities not be allowed. Depending on the primary focus, 
this restriction can be lifted for natural gas utilities; however, 
the Commission should be cautious when allowing Gulf to use large- 
use customer rate discounts to compete with rural electric 
cooperatives. 

Staff Alternative 2: Contract life limitation 

Limiting the length of all contracts to end before the 
year 2002 limits the risk to captive customers of an inadequate 
incremental cost determination and mitigates the need for rigorous 
"at-riskll evaluations. Staff would prefer all contracts to be 
limited to an even shorter time period, (e.g., 3 years) but is 
willing to go further because we do not expect Gulf to build any 
power plants or come in for a rate case within the next 5 years. 
This might not be the case for other investor-owned utilities in 
the state. Requiring all contracts to terminate no later than 
December 2001 also ensures that all customers, whatever their size, 
have an opportunity to participate in the advantages of a more 
competitive market. Locking customers into long term contracts 
will prevent customers from taking advantage of retail access if it 
occurs. 

If the Commission determines in a territorial dispute 
that all other cost and design factors are equal, leaving customer 
choice as the deciding factor, the availability of the CISR should 
not be used as the deciding factor. This prevents Gulf from using 
the CISR to influence a customer's choice of provider. 

Staff Alternative 3: Risk Factor and Mandatory Sharing 

This alternative incorporates Gulf's second proposal 
(Docket No. 960789-E1, withdrawn at July 30 Agenda) with three 
modifications. 

First, to adequately protect non-CSA customers, under 
this proposal the minimum price floor consists of incremental cost 
plus 2 0  percent, plus all otherwise applicable recovery clauses 
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(fuel; purchased power, including power pool capacity; 
environmental; conservation). The added 20 percent reflects the 
likely inaccuracy of long term incremental cost estimates. This 
floor provides some assurance that regardless of how Gulf 
calculates incremental cost to serve a CSA customer, there likely 
will be a positive contribution to embedded cost, and pricing below 
incremental cost will likely not occur. 

Second, the Commission should establish up-front, when 
approving a tariff for Gulf, a percentage sharing factor to 
allocate the difference between the standard tariffed rate and the 
CSA rate between non-CSA ratepayers and stockholders at the time of 
a base rate case. Staff recommends that stockholders be 
responsible for 50 percent of the revenue shortfall to encourage 
Gulf to maximize contribution to fixed costs. Stockholders will 
not be harmed by this allocation since they benefit from retaining 
"at-risk" CSA customers. The Commission should also determine that 
shareholder responsibility will increase to 100% when retail access 
becomes available in Florida. 

Third, staff continues to believe that the capacity 
payments under the Intercompany Interchange Contracts (IIC) should 
be accurately modeled in the RIM test. 

Staff Alternative 4: Limited Contract 

A Contract Electric Service Schedule was recently 
approved for the City of Fort Pierce and the City of Homestead to 
help them absorb excess capacity from Stanton I1 which they are 
obligated to purchase. This optional rate allows the utility to 
offer a discounted rate to an existing commercial customer who 
expands its load or to a new commercial customer who locates in the 
utilities' service territory. Because of the five year duration 
and limited discount, no showing of llat-risk" status is required. 
The customer charge and the demand charge are set at the applicable 
standard rate, the non-fuel energy charge is subject to 
negotiation. For Fort Pierce and Homestead, the floor for the 
negotiated energy charge is set at the incremental fuel cost of 
Stanton 11. For Gulf, the floor for the energy charge would be set 
at the incremental fuel cost of a generating unit on the Southern 
Company system. 

Contracts are limited to a maximum of five years which 
will allow customers to take advantage of future changes in the 
electric market. The negotiated energy charge will be increased 
annually so that at the end of the five year period, the customer 
will pay the applicable standard rate. This provision limits the 
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amount of revenue at risk by limiting the length of the contract 
and the amount of the discount. 

Staff Alternative 5: Buy-through 

Several utilities in Florida have developed interruptible 
(IS) and/or curtailable ( C S )  rate schedules to offer more 
flexibility to their customers. Currently, Gulf does not have an 
IS or CS tariff. If Gulf was to propose an IS and/or CS rate 
schedule, staff would recommend a tariff similar to what was 
adopted recently for the City of Lakeland. For Lakeland, this rate 
schedule is available to any commercial customer, existing or new, 
with a demand that exceeds 1,000 KW. The rate consists of three 
charges: an energy charge, a demand charge, and a reservation 
charge. The energy and demand charge are set at the existing IS 
rate. Lakeland entered into a contract to purchase firm capacity 
to supply the customer in the event Lakeland experiences a capacity 
shortage. The cost of purchasing capacity plus approximately 20 
percent will be recovered from the customer through the reservation 
charge. This is not a special contract rate, but a variation of an 
existing rate schedule. 

Although the minimum length of a contract is 10 years, 
the customer may terminate the contract prior to 10 years under 
three options. Under two of these options, the contract can be 
terminated in the event retail wheeling has taken effect and 
Lakeland can not match the bid price the customer receives. Under 
Gulf's proposal, if a customer signed a 10 year contract, he will 
not be able to benefit from a new competitive environment should it 
become available. 

Staff Alternative 6: Cost Separation 

City Gas recently filed a Flexible Gas Service rate with 
the Commission. This rate will apply to customers who demonstrate 
that they have viable energy options. An allocation of commingled 
fixed and O&M costs, plus any customer specific incremental fixed 
and O&M costs, plus revenues received are placed "below-the-linel' 
for ratemaking purposes. The cost recovery clauses are additional. 
The allocation may be customer-specific. (See Docket No. 960920- 
GU, which is scheduled for the September 3 Agenda). 

Staff A1 ternative 7: Regulatory solutions 

Regulatory solutions would avoid embroiling the 
Commission in the determination of whether a customer was "at-risk" 
of taking service from an alternate energy source. Staff has 
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identified four possible regulatory solutions. These four 
solutions are not reflected in the list of items (Attachment 1). 

10 vear rate cap for "non at-risk" customers. Staff 
believes a that a 10 year rate cap would adequately protect 
residential and small commercial customers, who have little or no 
market power, from subsidizing large commercial/industrial 
customers with market power. In addition, to avoid any immediate 
cost shifting, the CISR customer would be required to pay all 
otherwise applicable cost recovery clauses (fuel; purchased power, 
including power pool capacity; environmental; conservation). 

If the electric utility agrees to base rate cap, limits 
on number of contracts are not necessary. 

Minimum rate. The price floor for any CSA contract 
should at a minimum include the following costs: average embedded 
transmission; average embedded distribution; average embedded 
administrative and general cost; incremental generation costs, and 
all otherwise applicable recovery clauses. Price discounting only 
occurs for generation costs where current competitive pressures 
exist. This is in keeping with current competitive thinking where 
even under a scheme of direct retail access, customers would still 
be responsible for the average embedded cost of transmission and 
distribution services. 

Wholesale-retail type of cost allocation. Staff proposes 
that Gulf separate its embedded commingled assets on a fully 
embedded cost basis between customers receiving service under a 
standard tariffed rate and customers receiving service under a 
negotiated CISR rate. This assures that all costs associated with 
a CSA customer are recovered from the customer or Gulf's 
stockholders. 

ROE Ceilins. Gulf may offer any rate it wishes to any 
customer provided that, after imputing revenues foregone under the 
contract, the earned ROE does not exceed the ceiling of the 
approved ROE. This imputation shall also apply to any future base 
rate cases. 

The above four alternatives allow Gulf the flexibility of 
offering any rate it wishes to any customer and circumvent both the 
shortcoming of having the Commission guess whether a customer is an 
I1at-riskl1 customer. These proposals did not address, however, 
competition with natural gas and other electric utilities or unfair 
discrimination. 
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Summary. Staff believes that any of the above listed seven staff 
alternatives meet the objective of allowing Gulf to offer rate 
flexibility to large-use customers while protecting the general 
body of ratepayers from unnecessary risk. Staff recommends that 
the Commission instruct Gulf to file a revised implementation plan 
and tariff incorporating one of the above alternatives in lieu of 
their current filing. When Gulf refiles a tariff in compliance 
with the Commission decision in this docket, the statutory clock 
will start again. 
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DOCKET NO. 960789-E1 
DATE: August 22, 1996 

ISSUE 2: Should this docket be closed? 

RECOMMENDATION: No. If Issue 1 is approved, Gulf will be required 
to refile a revised implementation plan and tariff. This docket 
should remain open pending final resolution of Gulf’s proposal for 
flexible contract rates. 

STAFF ANALYSIS: If Issue 1 is approved, the Commission will direct 
Gulf Power Company to file a tariff to conform with the proposal 
selected by the Commission. That action shall become final unless 
a person whose substantial interests are affected requests a 
Section 120.57, Florida Statutes hearing within 21 days of the 
issuance of the Notice of Proposed Agency Action. 
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Attachment 1 

DOCKET NO. 960789-E1 
LIST OF ITEMS FOR THE COMMISSION TO CONSIDER FOR INCLUSION IN THE GULF CISR TARIFF 

AUGUST 22, 1996 

1. Subscription period - Time frame in which eligible customers can sign up for CSA 
from effective date of the tariff 

one Year 

Two Years 

Three Years 

Four Years 

-. .- 

.- I I Longer 

Permanent, no experiment 

None or not applicable 

2 .  ~ a x j . m u m  length of CSA contracts 
I 

Twenty Years 

NO Maximum Contract Term Limit 

Ceases when retail access allowed 

Ceases on the in-service date of the next currently avoidable generating unit 

A11 Contracts terminate at a Certain date, e . g . ,  year 2002 
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I 

5 0 0  KW ( 0  5 MW) of maximum monthly demand for existing customers 

lo00 KW (1 MWI of connected load for new Customers 

6. Prior approval - should the Commission pre-approve each negotiated contract 
Yes 

NO 

3. Maximum load - CISR will be closed to further subscription by eligible Customers 
when the total capacity of all executed CSA8 reaches a certain size (Mw) of 
connected load 

X 

X 

X 

100 

150 

X 

NO Size Llmltaclon 

4. Total number of contracta - the CISR will be closed to further subscription if 
the company has executed a certain number of contracts 

X 

5. Minimum demand - minimum level Of demand IKWI customer must have to be eligible 
f o r  CISR 

! l i  
 one^ 

customer 
Experrment 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

I 

4- 

151 
Buy- 

through 
ILAKI 

X - 

X - 

X 
~ 

X 

X 

X 

X 

X 



~~ 

7 .  Availability of CISR tariff - Staff notes that it believes any "at-risk" 
evaluation by the Comission after the contract is signed to be very difficult 

12) 
Co"tract 

Life 
Limitation 

X 

X 

X 

1 3 1  I l l  l i b  iil 
R l S k r -  Llmifed Buy- cost 

Sharrng Contract through Separation 
iFTP/HSTl IMl (CITY OASl 

X X X X 

X X X X 

X X X X 

Existing "at-risk" load of existing commercial/industrial customer - load 
retention X 

8 .  Customer competition - discounted rates to other competing customers classified 
to the same SIC Code 

Order Gulf to include in C S A  contract that it m a y  be cancelled if a customer 
classified to the same SIC Code complains, and the Commission so determines, 
that the complaining customer is being unfairly disadvantaged with its 
competitors 

New "at-risk" load of existing commercial/industrial customer - load 
expans ion 

(1) 
one- 

customer 
Experiment 

X 

X 

X 

X 

New "at-risk" load of a new commercial/industrial customer - load building X 

Not addressed 

Order Gulf to include in CSA contract that the discounted rate may be offered 
to a l l  customers classified to the same SIC Code, if such a customer 
complains, and the Commission so determines, that the CSA is causing the 
complaining customer is being unfairly dieadvantaged 

X X X X 
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x X 

Not addressed X X X X X 



I 

lo. Customer charge - the CSA customer should pay the following customer charge 

Unless specifically noted within the CSA, the otherwise applicable customer 

Actual incremental Costs to negotiate the CSA Contract 

Actual incremental costs to administer the CSA Contract 

The otherwise applicable customer charge plus $250 per month 

Not addressed 

charge plus additional $250 per month 

11. The CSA minimum revenues will 

Be sufficient to cover all Costs in the price floor and make a positive 
contribution to fixed costs 

Be sufficient to cover all costs in the price floor plus 20 % 

N o t  addressed or not applicable 

9 .  Alternative source competition - competition with other electric utilities and 
natural gas utilities 

If the Commission determines in a territorial dispute that all other cost and 
design factors are equal (leaving customer choice as the deciding factor), 
and that the availability of the CISR was used to influence the customer’s 
choice of provider, should service of the customer be awarded to Gulf? 

X 

X 

NO 

If the Commission determines that the availability of the CISR was used to 
influence the customer’s choice to use electricity, instead of natural gas, 
and thereby adversely affect natural gas ratepayers, should Gulf be required 
to cancel the CISR contract? (Competing with direct pipeline sales or oil is 
appropriate since they are unregulated) 

i l l  121 161 

customer m 
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12.Price floor components - in addition to any customer charge, "all Costs in the 
price floor" are defined as: 

Incremental generation capacity costs 

Incremental transmission capacity costs 

Incremental distribution capacity costs 

Incremental administrative and general overhead Costs 

Incremental fuel costs 

Average embedded generation capacity costs 

Average embedded transmission capacity costs 

.average embedded distribution capacity costs 

Average embedded administrative and general Costs 

All otherwise applicable Cost recovery clauses (fuel; purchased power, 
including power pool capacity; environmental; conservation1 

Incremental revenues and Costs, and any embedded Costs "below-the-line" 

13. Sharing - how should any unrecovered embedded cost associated with the CSA load 
be shared between stockholders and non CSA-cUstomer87 

Gulf will absorb any unrecovered embedded Cost until the next rate case. 
Future allocation should be deferred until Gulf's next rate case and the 
associated prudence evaluation 

Commission should establish upfront, when approving a CISR tariff, a 
percentage sharing formula: e . g ,  50% stockholders - 50% non CSA customem 
wnr  -adYesqed 

X 

X 

X 

I 
X X I 
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14. Required documentation - the Company would be required to file the following 
documentation with the Commission far  regulatory prudence review 

1.1.:. 

All the information Gulf's management remembers relying on when deciding 
whether to offer a CSA to a customer or not 

Affidavit from Customer indicating customer's intention on the day of signing 
the CSA 

Customer's investment options at the time of the CSA signing 

15. Required reports - the company would be required to fils the following 
reports, for informational purposes, with the Commission on a regular basis - 

summary reporting information filed quarterly, and any additional relevant 
information available to the Commission upon request 

Other 

16. Initiation of contract prudence review 

Immediately after Commission notice regarding CSA contract execution 

Upon Gulf exceeding ROE ceiling after discounted revenue imputation 

In Gulf's next rate case 

Upon the Commission's o w  motion 

17. Items to be included in a contract review 

commission determination of whether Gulf's decision the CSA qualifying load 
was "at-risk" was prudent 

X 

X 

X 

X 

X 

x 1 x 1  x 

ixi x 

X - 

X - 

X - 

X 
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0"lf 

Commission determination of whether Gulf's projected incremental Costs were 
reasonable at the time of signing the contract 

I I I  I Determination of whether the contract at the time it was executed adequately 
accounted for future cost uncertainty 

Ill 121 I 3 1  141 l i l  16)  

cvstomer Life Sharing Contract through Separation 
Sxperlment Limitation IFTF/HST) ILAKI (CITY GAS1 

one- Contract Risk/ Limited Buy- cost 

Description of columns 6 ,  7, and 8 (related to other approaches recently approved by the Comissionl: 

Limited Contract - The non-fuel energy recovery is discounted to incremental fuel costs of a low fuel cost incremental generating unit on the Southern Company 
system for five years with the discount decreasing 20% each year until the full rate is applicable (this IS similar to Fort Pierce's and City of Homestead's 
recently approved Contract Rate Schedule1 

Guaranteed huy-through - The utility shops for power (this is similar to TECO's buy-through provision or Lakeland's recently approved GSX-6 rate), and transmits 
it to the Customer. Transmission and distribution costs will be recovered under this proposal. 

separation of Costs - M y  allocated embedded and any incremental generation, transmission, and distribution costs should be placed "below-the-line", along with 
any revenue contribution to these Costs, after cost recovery items have been recovered. 

FTP - Fort Pierce 
HST - Homestead 
LAK - Lakeland 
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Attachment 2 

ITEM DEFINITIONS AND INTERACTIONS 

This document elaborates on the brief category headings on the 
"laundry list" and identifies the other major items on the list 
which impact or are impacted by a particular option or choice. 

1. Subscription period. 

Definition: The subscription period is the time frame in which a 
customer may apply or Gulf may seek to identify customers to 
receive the discounted rate. The length of the subscription period 
plus the length of the contract define the duration of the 
experiment. 

Interactions: Items 3, 4, 14, 16, 

Definition of an experiment. Gulf has proposed that the CISR 
tariff be an experimental offering. As an experiment, presumably 
at the end of the experimental period the Commission would evaluate 
the results of the rate discount experiment to determine whether 
the experiment should continue for another experimental period, be 
modified, made permanent, or ended. No test of success/fail 
hypothesis for the experiment was proposed. The word experiment is 
simply a title. The subscription window coupled with the length of 
the contract must be reasonably short for an "experimentll as 
opposed to a permanent offering. 

Customer load. A subscription period may also interact with 
any cap placed on the total amount of customer load (item no. 3) or 
total number of customers allowed to enter into CSA contracts (item 
no. 4) Taken together, a subscription period and a total MW load 
cap and/or number of customers limit can result in customers 
competing with each other to be first in line to qualify for the 
rate discount. Prior cogeneration rules had a total MW 
subscription limit that resulted in cogenerators lining up 
overnight at the utility's front door to be first in line to accept 
a Standard Offer Contract. 

2. Max~mum length of CSA contract. 

Definition: The maximum length of a CSA contract is the time 
period from the date the contract is signed to the date the 
contract terminates. 

Interactions: Items 10, 11, 12, 13, 14, 15 

Contract term. The term of a CSA contract is a significant 
variable in Gulf's proposed CISR experiment. Short term contracts 
of 3 years or less would significantly reduce the risk and 
uncertainty associated with determining the "at risk" status of CSA 
customers and the forecast inputs to a price floor. Short term 
contracts also mitigate the need for revenue shortfall sharing 
since it is unlikely that the company will come in for a rate case 
in the short term foreseeable future. Also if short term CSA 
contracts do not result in the need for a rate case, the need for 
a prudence review and the verification of the customer's "at risk" 
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status is largely eliminated. However, short term contracts may 
not adequately recover the company's negotiating costs since an 
increased customer charge would only be collected for a brief 
period. 

Long term CSA contracts increase the need for scrutinizing 
whether a customer is truly "at risk". Long term contracts also 
increase the risk that a price floor will not adequately cover 
Gulf's incremental costs because the need for incremental 
production plant, transmission plant, and distribution plant 
additions necessary to maintain adequate and reliable service to 
the customer become increasingly more difficult to forecast. This 
forecast problem is compounded where CISR customers are to be 
served by common facilities and allocations of transmission and 
distribution plant costs must be made. 

Deterrent to competition. Another complication inherent in 
long term CSA contracts is that they may forestall any movement 
toward retail access. Many states have already moved towards 
allowing large use industrial and commercial customers, and even in 
some instances, all customers, to shop for their electric power 
supplier. This trend will likely continue at an increasing pace. 
Allowing utilities to sufficiently lower rates to induce these 
customers to sign long-term contracts could forestall the 

This implementation of retail access should it become law. 
inducement is increased because entering into a CSA contract has 
the effect of relieving the large use customer from any stranded 
cost recovery liability should retail access be allowed. 

Planninq issues. In order to convey a long term benefit to 
the utility's customers, the CSA contract termination date should 
may be incorporated into the utility's generation and purchased 
power expansion plans to delay capacity additions. If the company 
does not adjust its planning projections to account for potential 
loss of contract load, future construction needs will be 
overstated. However, additional load could also result in 
benefits to the general body of ratepayers if the new construction 
has an overall cost that is less than embedded costs. 

Information required. The subscription period may interact 
with required reports (item no. 15), timing of Commission prudence 
review (item no. 1 6 ) ,  and items to be included in prudence review 
(item no. 14). A lesser amount of information may be required for 
a short term contract with fairly predictable costs and revenue 
impacts whereas a longer term contract introduces much more 
uncertainty about costs and market conditions as well as customer 
options. 

3. Max~mum Megawatts of connected load: 

Definition: The maximum megawatts of connected load is the 
cumulative total of the non-coincident peak demand (MW) for each 
participating customer's load or loads covered by a CSA contract. 
Gulf has clarified that it may enter into more than one CSA 
contract per customer depending on the nature of the customer's "at 

- 2 5  - 



risk" load. Because of diversity in the time of usage, the non- 
coincident peak demand is almost always less than the coincident 
peak load seen by the utility's generating resources. 

Interactions: Items 1, 13 

The Megawatt of connected load interacts with the subscription 
period (item no. 1) creating the potential for competition for 
reduced rates and a first in line problem. It also impacts the 
total revenue at risk which would be subject to potential recovery 
from other customers and/or stockholders through a sharing 
mechanism. The greater the maximum load limit, the greater is the 
stranded cost potential. 

4. Total number of customers: 

Definition: The total number of CSA contracts entered into for a 
reduced rate. Based on a subsequent clarification, the issue is 
not customers but load. Gulf has indicated that they may enter into 
more than one CSA contract per customer depending on the nature of 
the customer's "at risk" load. 

Interactions: Items 1, 13 

The total number of customers interacts with the subscription 
period (item no. 1) creating the potential for competition for 
reduced rates and a first in line problem as discussed in Item 1. 
It also impacts the with the magnitude of and disposition of any 
embedded costs not covered by the CISR revenues. 

5. Minimum level of demand (KW) that a customer must have to be 
eligible for C I S R :  

Definition: Tariffs are typically stated in terms of maximum 
demand for total load or contract load, or both. 

Interactions: Items 2, 3, 10, 11, 12, 13, 14, 15 

The interaction with length, number, size and duration of 
contract are the same as described above. The amount of load 
eligible affects the impact on Gulf's system, the degree on impact 
on market conditions and the approach to cost shortfall recovery. 

The minimum Kilowatt demand criteria proposed by 
Gulf would open the CISR experiment to a wide range of customers 
with a wide range of load characteristics and a wide range of cost 
impacts on Gulf's system. For example, a 20 MW, high load factor 
manufacturing customer would clearly be eligible under the minimum 
demand criteria. A 70,000 square foot retail department store, a 
115,000 square foot office building, a 100 bed hospital, and a 
1,700 student high school are other examples of customers who could 
be eligible under the minimum demand criteria. The need for and 
cost of incremental lower voltage sub-transmission and distribution 

Cost floor. 
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lines serving schools, hospitals, shopping centers, office 
buildings, etc. will be difficult to forecast. 

6. Prior Commission approval of each negotiated contract: 

Definition: Prior Commission approval of each negotiated contract 
would require the Commission to open a docket and review and 
approve (by PAA or final order after a hearing) each negotiated CSA 
prior to Gulf signing the contract. 

Interactions: All items 

Prior Commission approval interacts with most of the major 
items affording flexibility to Gulf to negotiate discount rates. 
Generally, the more flexibility afforded the Company the more need 
for prompt review by the Commission to ensure that costs are not 
being improperly shifted to customers which are not eligible for 
rate discounts. Past discount contracts were approved after a full 
evidentiary hearing with information specific to an individual 
customer. This gave the Commission a greater degree of comfort 
that the discount was justified and appropriate before any contract 
went into effect. Gulf argues that this process which could take 
in excess of 6 months is too cumbersome to react to the marketplace 
conditions its customers are facing. As discussed in Items 2 and 
5, with the appropriate safeguards, prior-approval may not be 
necessary. 

7. Availability of CISR tariff: 

Definition: GULF'S CISR tariff as proposed is open to retained 
load, new load by an existing customer or to new customer load 
coming to the system. 

Interactions: Items 5, 14, 15 

The definition of eligible load interacts with the minimum 
level of demand to be eligible for a discount rate and with whether 
the rate is targeted for retaining existing load or attracting new 
load. The definition of new load may interact with items to be 
included in a prudence review if there is a dispute over customer 
eligibility. Gulf has clarified informally that "new customer" 
means new net load. Previous agreement has also been reached that 
new load does not include service to a customer that another 
utility is currently serving or has immediate plans to serve. 

8. Customer Competition 

Definition: Discount rates offered to one customer but not another 
with similar circumstances has unintended effects on the market, 
which might be called discriminatory. Discrimination occurs when 
one customer is adversely affected. Discrimination does not occur 
when customers benefit. The statute modifies discrimination 
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with undue. Perhaps some discrimination is acceptable per the 
statute. 

Interactions: Items 3, 4, 7, 12, 14, 15 

Availability of CISR. Customers classified pursuant to the 
same Standard Industrial Classification (SIC) produce the same 
products and services and compete with each other for sales. A 
discounted rate to one "at-risk" business customer of Gulf Power 
may give that business an advantage over other business customers 
of Gulf Power competing to sell the same product, and be viewed as 
discriminatory. In some instances, a discounted rate may have the 
effect of keeping inefficient businesses in business. One solution 
is to offer the same rate discount to all customers classified to 
the same SIC code. Other states have done this. The question then 
arises whether to include the additional megawatts in the maximum 
Megawatts of connected load (Item no. 3) and the additional number 
of customers in the maximum number of customers count (Item no. 4). 

Cost floor. The level of discount as determined by the cost 
floor definition also interacts with the decision to offer a 
discount to all customers in a given SIC group. If the 
contribution to embedded costs is significant, there will be less 
impact in expanding the eligibility pool to more customers. The 
more the rate diverges from the embedded cost, the greater the 
potential cost shifted to the remaining customers if the rate is 
available to all customers within a given SIC group. 

ReDortinq requirements. If all customers in a specific SIC 
group were offered the same discount, Gulf would have a greater 
incentive to be more discriminating in accepting contracts and to 
maximize the CISR revenue because of the potential impact on total 
revenues, relieving the need for close Commission oversight. 

9. Alternative Source Competition 

Definition: As proposed, the CISR could be used to compete with 
other electric utilities by offering a negotiated rate below the 
competing utility's rate when the customer would have located in 
Florida without the CISR. Using the CISR to compete with natural 
gas utilities means offering the rate discount to an existing or 
new customer that would have used natural gas instead of 
electricity as a primary energy source. 

Interactions: Items 7, 12, 16 

At risk determination. If the goal is to encourage economic 
develop in the state, the state should be indifferent where a new 
business locates. Gulf's current earnings position allows it to 
absorb possibly significant revenue shortfalls for some period in 
order to increase its long term customer base. Smaller rural 
electric cooperatives may not have that luxury but may be just as 
deserving and have appropriate locations in their service area for 
new load. This problem is most acute when it creates a 
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territorial boundary dispute between Gulf and a neighboring 
utility. Whether the customer would have located in the Panhandle 
and taken service from an electric coop but for the discounted rate 
offered by Gulf is another aspect of the "at-risk" issue. 

Risk assessment should go beyond any impact on Gulf Power. If 
a neighboring rural cooperative lowers its commercial or industrial 
rate to compete with Gulf to retain or attract new load, it has no 
profit margin or stockholders to cushion the impact. Rates would 
likely increase to residential and small commercial customers in 
areas least able to absorb an increase. 

Fuel alternatives. What primary energy source the customer 
would have used but for the discounted rate is also another aspect 
of the Ilat-riskll issue. Switching to gas fired appliances or 
cogeneration options may be environmentally and economically the 
most efficient source of power which should not be discouraged by 
an artificially lowered electric rate. 

10. The CSA customer should pay the following customer charge: 

Definition: A customer charge set on embedded rates is designed to 
cover primarily costs for metering, billing, service lines, and 
customer assistance. The proposed CIS tariff requires that the 
customer pay the otherwise applicable customer charge (from $ 2 2 7 -  
$1000) plus $250 for the additional costs of administering the CIS 
contract. This additional amount may or may not be sufficient to 
cover the incremental expenses associated with the contract. 

Interactions: Items 2, 8, 11, 12, 13, 15 

Given the special studies, negotiations, and attention that 
these customers will require, the $250 per month may be low, 
particularly for short term contracts of say three to five years. 
This issue may be moot however if Gulf does not experience 
overearnings or file a rate case while the contract is in effect. 
If neither occurs while the contract is in effect, other customers 
will not be harmed by an insufficient customer charge. However, if 
a contract is in effect during an overearnings situation or if a 
rate case is filed, and the Commission becomes embroiled in whether 
a customer was llat-riskll, then unrecovered customer costs will 
likely be imposed on other customers in the form of higher rates. 

11. CSA minimum revenues 

Definition: 
contract. 

The minimum contribution to costs acceptable for a CSA 
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Interactions: Items 2, 3, 4, 5, 6 ,  7 

The debate centers on whether the "price floor" as defined in 
Item 12 is sufficient as a minimum revenue requirement for a CSA 
contract. The original proposal allowed negotiation down to 
"incremental cost." Gulf's revised proposal offers little other 
than philosophical clarification that the contract must make a 
positive contribution above incremental costs. The issue is 
whether what "positive contribution" is sufficient to account for 
the uncertainty in a long term contract. The more limited the 
experiment in terms of length, size and eligibility, the less 
important the issue of "contribution" becomes. 

12. CSA price floor: 

Definition: The minimum cost levels Gulf may negotiate to 
establish rates for a CSA customer. 

Interactions: The CSA price floor is a significant variable in 
Gulf's proposed CISR experiment which interacts with all major 
aspects of the proposed experiment. 

Use of "RIM" type analysis. Gulf has proposed a price floor 
sufficient to collect revenues equal to the incremental costs to 
serve the CSA customer plus a positive contribution to fixed costs 
plus all applicable cost recovery clauses. Gulf proposes to 
quantify the incremental costs to serve a CSA customer using a "RIM 
based" cost-effectiveness methodology. 

As used to evaluate conservation programs, the RIM methodology 
is a long term planning tool used to develop an order of magnitude 
estimate of the cost/benefit ratio of conservation measures. This 
estimate combined with considerable judgement is than used as a 
basis to screen and approve conservation measures. Once approved, 
each conservation measure is monitored for cost effectiveness. 
Programs which are determined not cost effective due to rising 
costs or declining benefits are modified or discontinued. Gulf has 
proposed no provision for review or adjustment of the CISR based on 
continuing evaluation of changing conditions. 

When used to evaluate conservation programs, the RIM test 
evaluates whether there are adverse rate impacts to non- 
participants due to the program. The RIM test ignores the fact 
that approximately 25 percent of Gulf's customers use natural gas. 
While the RIM test may indicate whether an all-electric customer is 
better off, the test is silent on whether a dual electric-gas 
customer is better off. 

Input forecasts. Using a "RIM based" methodology to establish 
floor prices also raises questions on the ability to accurately 
forecast the inputs to the RIM model. In order to establish a 
price floor for CSA contracts Gulf must identify the need for 
incremental production plant, transmission plant, and distribution 
plant additions necessary to maintain adequate and reliable service 
to the single CSA customer over the life of the CSA contract. As 
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the term of the CSA contract increases, so does the inaccuracy of 
forecasting these needs and the costs associated with meeting these 
needs (see item no. 2). 

This forecast problem is compounded where CISR customers are 
to be served by common facilities and allocations of plant costs 
must be made. While forecast uncertainty also exists for 
evaluating the cost effectiveness of conservation programs, the 
uncertainty of estimating plant that will not be built because of 
conservation results in a conservative estimate of conservation 
cost/benefit ratios (i.e. a potential understatement of benefits). 
Just the opposite is true for Gulf's proposal where uncertainty is 
likely to result in an understatement of costs. Long term 
contracts increase the risk that a "RIM based" price floor will not 
adequately cover Gulf's incremental costs. For short term 
contracts based on an incremental cost floor, much of the 
uncertainty associated with a planning type analysis can be 
mitigated by using more near term cost of service and budgeting 
forecast methodologies. 

13. Revenue shortfall sharing: 

Definition: Revenue shortfall sharing means placing "below-the- 
line" at the time of a rate case a percentage of the difference 
between the revenues which would have been collected under the 
standard rate and the revenues actually collected pursuant to a CSA 
contract rate. 

Interactions: Revenue shortfall sharing is a significant variable 
which interacts with all major aspects of the proposed experiment. 

Embedded rates are set to recover the average costs allocated 
to each class of customer. If any individual customer pays less 
than the average rate for his class, a portion of the average cost 
assigned to him is not recovered. To minimize the risk of captive 
customers being burdened with the effects of any incorrect 
assessment as to whether a CSA customer was truly Ilat-riskll and 
what are the correct incremental costs, some state commissions 
require a sharing of the difference between the revenues that would 
have been received at otherwise applicable rate and the revenues 
actually received. Gulf argues that sharing causes their 
stockholders to refund or otherwise credit to a revenue account a 
portion of revenues never received. 

14. Required documentation: 

Definition: The information, data, and analyses provided to the 
Commission by Gulf to document and justify negotiating a discount 
rate for each CSA customer. 
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Interactions: Item 6, 14, 15. 

Any Commission decision on the prudence of a contract requires 
Commission determination as to whether a customer was "at-risk. 
This analysis will require detailed information about the 
customer's investment and energy options at the time the contract 
was offered. If prudence review is delayed until a rate case, that 
investigation will entail reconstructing what the customer options 
and risks were years ago. An affidavit from the customer as to 
what its intentions are is of little value because the turmoil of 
competition causes companies to change their plans often. We also 
would need to know what the companies non-energy related 
opportunities were because switching fuels or locating to Florida 
may not have been the most profitable thing for the customer to do. 

15. Required Reports: 

Definition: In addition to the information required 
the prudence of any contract, current information on 
size and revenue impacts of contracts is necessary for 
experiment. 

to determine 
the number, 
tracking the 

Interaction: Item 4 

In order to adequate monitor the progress and potential impact 
of contracts, certain information is needed on a periodic basis. 
Gulf has agreed to supply summaries of the number of contracts, 
size, rates and revenue impacts on a quarterly basis. 

16. Timing of Commission contract prudence review: 

Definition: The timing of a Commission prudence review, if any, 
relative to the timing of Gulf negotiating a discount rate and 
entering into a CSA contract with a customer. 

Interactions: Items 1, 2 ,  3 ,  4 ,  5 ,  7 

Gulf is proposing the Ilat-risk" determination whenever they 
are in an overearnings situation or file a rate case. As noted in 
Item 14, reconstructing information several years old can be very 
difficult. Personnel changes and policy shifts make it almost 
impossible to say for certain exactly what conditions existed in 
the past. A docket opened as soon as Gulf selected a customer to 
receive a rate discount would provide a fresh investigative trail. 
It could also result in almost continual investigations during the 
subscription period, requiring significant staff and Commission 
time . 
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17. Items to included in a prudence review: 

Definition: The categorical issues to be addressed by the 
Commission in order to determine whether a negotiated rate discount 
agreed to by Gulf is reasonable, prudent, and in the best interests 
of Gulf’s general body of rate payers. 

Interactions: Items 2, 3, 4, 5 ,  6 ,  7 ,  11, 12 

The extent of any prudence review is closely intertwined with 
the length of contracts, the amount and definition of eligible load 
and the definition of the Drice floor. Shorter contract terms with 
tight restraints on eligikility up front will reduce the scope of 
any post-signing review. 

- 3 3  - 
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STATE 
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M E M O R A N D U M  
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LEGISLATION TO INTERRUPTIBLE 

DISCOUNTS EDRs LRRs RATES AS LRRs 
AUTHORIZE ELECTRIC ELECTRIC OR TIME-OF-USE 

YES?. YES* YES* YES 

NO YES YES YES 

August 21, 1996 

MS 

TO : Joe Jenkins, Director 
Division of Electric and Gas 

YES? YES YES YES 

FROM: Dan Hoppe, Director &W' 
Division of Research and Regulatory Review 

SUBJECT : State Activities Regarding Economic Development and Load Retention Rates 

*Although Alabama answered "no" to adopting EDRs and LRRs, the tariff revisions and rate 
discounts tailored for individual customers that Alabama has used have equated to the same thing. 

?Some contracts for discounts existed prior to the passage of legislation. 
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STATE ACTIVITIES REGARDING ECONOMIC DEVELOPMENT 
AND LOAD RETENTION RATES 

I. Introduction 

Recent technological changes which have reduced the marginal cost of electricity generation, 

along with the movement toward a competitive electric market have increased the interest in 

flexible pricing methods for large commercial and industrial customers. This paper examines 

the use of rate discounts offered through economic development rates (EDRs) and load retention 

rates (LRRs) as two possible regulatory responses to the changing electricity market. 

EDRs are offered by a utility to encourage new businesses to locate within the utility’s 

service territory, or to encourage the expansion of existing businesses. LRRs are designed to 

increase or maintain sales with those existing business customers who may have alternate power 

sources available. While the purpose of EDRs and LRRs differs, the mechanical administration 

of the two types of rates may be very similar. 

Gulf Power Company has recently petitioned the Florida Public Service Commission (FPSC) 

to offer EDRs and LRRs to a limited number of high use customers. To aid the FPSC in 

analyzing Gulf’s proposal, the Division of Research and Regulatory Review (RRR) researched 

the EDRs and LRRs offered from both a national and state perspective. 

As requested by Chairman Susan Clark during the July 30, 1996, Agenda Conference, RRR 

placed particular emphasis on the activities in Florida’s neighboring states namely, Alabama, 

Georgia and Mississippi. A phone survey was administered to representatives of the Public 

Service Commissions in each of the three states. Copies of any relevant legislation and tariffs 

were also obtained from each state. 

Section I1 of this report discusses the national economic development and load retention 

ratemaking activities. Section I11 presents the results of RRR’s telephone survey of 

representatives of the Alabama, Georgia and Mississippi Public Service Commissions. Finally, 

Section IV contains the conclusions. Supporting documents are attached as Appendices A 

through E. 
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11. National Economic Development and Load Retention Ratemaking Activities 

The Illinois Commerce Commission conducted a survey of each state Public Service 

Commission in 1994 regarding the use of EDRs and LRRs.' A summary of this survey is 

contained in Table II-1.2 More detailed information on how the rates are formulated and 

justified is contained in Appendix A. 

The survey indicated that as of July 1994, 41 states offered LRRs and 39 states offered 

However, given recent activity the survey may not EDRs for electric and/or gas utilities. 

include every example of economic development and load retention rates. 

In the vast majority of states offering commercial and industrial discounted rates, the rates 

exceed the marginal cost of providing service. The LRRs offered exceed marginal cost for 34 

of the 41 states offering discounted rates, while the EDRs offered exceed marginal cost for 27 

of the 39 states offering discounted rates. 

Many states require utility stockholders to absorb a portion of foregone revenues resulting. 

from the rate discount. As indicated in Table 11-1, five states require stockholders to absorb all 

of the revenues foregone due to EDRs or LRRs, while six states require stockholders and 

ratepayers to share the responsibility for these  revenue^.^ According to a recent Public Utilities 

Fortnightly article: 

Recent legislation in New Jersey requires utilities to absorb at least 50 percent of lost 
revenues from flexrates; the New York Public Service Commission requires 30 percent; 
and the California Public Utilities Commission recently made Pacific Gas & Electric 
stockholders responsible for 35 percent of revenue losses due to economic development 
rates, and 50 percent of revenue losses from load retention rates. Detroit Edison 
recently established discount rate contracts with its three big automobile industry 
customers, and the Michigan Public Service Commission required the company to 
absorb 100 percent of the revenue 10sses.~ 

Given the diversity between states with regard to the implementation of discounted rates as 

'Illinois Commerce Commission, "Survey of State Economic Development Utility Rates and Policies Staff 
Report," July 1994. This survey was also published in the National Association of Regulatory Utility Commissioners 
"Utility Regulatory Policy in the United States and Canada: Compilation 1994-1995, " Section 40, pages 471-477. 

'Woolf, Tim and Michals, Julie, "Flexible Pricing and PBR: Making Rate Discounts Fair for Core Customers," 
Public Utilities Fortnightly, July 15, 1996, page 30. 

'The remaining states responded that foregone revenues are either: paid by ratepayers, not determined until a 
rate case, handled in another manner, or not considered. 

'Public Utilities Fortnightly, July 15, 1996, pages 30-31. 
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well as the increasingly competitive electric market, it is appropriate to focus one’s attention on 

those states in close proximity to Florida namely: Alabama, Georgia and Mississippi. Section 

I11 addresses each state in turn. 
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Table 11-1 Summary of State Activities Regarding Flexible Pricing Practices' 
Load Retention Rates Economic Development Rates 

State 
Agency 

Rates Lost Rev Rates Lost Rev AppIic- 
Rates Exceed Treat- Rates Exceed Treat-  able 

Offered MC ment6 Offered MC ment6 Load' 

Alabama PSC 
Alaska PUC 
Arizona C C  
Arkansas PSC 
California PUC 
Colorado PUC 
Connecticut DPUC 
Delaware PSC 
DC PSC 
Florida PSC 
Georgia PSC 
Hawaii PUC 
Idaho PUC 
Illinois CC 
Indiana URC 
Iowa UB 
Kansas SCC 
Kentucky PSC 
Louisiana PSC 
Maine PUC 
Maryland PSC 
Massachusetts DPU 
Michigan PSC 
Minnesota PUC 
Mississippi PSC 
Missouri PSC 
Montana PSC 
Nevada PSC 
New Hampshire PUC 
New Jersey BPU 
New Mexico PUC 
New York PSC 
North Carolina UC 
North Dakota PSC 
Ohio PUC 
Oklahoma CC 
Oregon PUC 
Pennsylvania PUC 
Rhode Island PUC 
South Carolina PSC 
South Dakota PUC 
Tennessee PSC 
Texas PUC 
Utah PSC 
Vermont PSB 
Virginia SCC 
Washington UTC 
West Virginia PSC 
Wisconsin PSC 
Wyoming PSC 

Yes 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 

Yes 
nia 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
Yes 

Yes 
nia 
Yes 
Yes 
Yes 
Yes 
nia 
nia 
Yes 
Yes 

Yes 
nia 
d a  
Yes 
Yes 
Yes 
Yes 
Yes 
nla 
Yes 
nla 
Yes 
Yes 
Yes 
nia 
Yes 
Yes 
Yes 
Yes 
nla 
nla 
Yes 
Yes 
Yes 
Yes 
nla 
Yes 
No 
nia 
No 
Yes 
Yes 
Yes 
Yes 
nla 
Yes 
nla 
Yes 
Yes 
Yes 

1 
nla 
4 
3 
3 
2 

nla 
nla 
3 
4 
3 

nla 
nla 
3 
3 
2 
3 
3 

nla 
5 

nla 
3 
3 
3 

nia 
3 
3 
3 
3 
4 

nla 
3 
1 
3 
2 

nla 
3 
3 

nia 
1 

3 
3 
3 
3 

nla 
3 

nla 
3 
4 
3 

Yes 
No 
Yes 
Yes 
Yes 
No 
Yes 
No 
Yes 
nia 
Yes 
nia 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
No 
No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
No 
Yes 

No 
nla 
Yes 
Yes 
Yes 
nla 
nia 
nia 
nla 
nla 
Yes 
nla 
nia 
Yes 
Yes 
Yes 
Yes 
Yes 
d a  
Yes 
Yes 
Yes 
Yes 
Yes 
nia 
No 
nla 
nla 
Yes 
nla 
nla 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
No 
Yes 
No 
Yes 
No 
Yes 
nia 
Yes 
Yes 
nla 
Yes 
nla 
Yes 

1 
nla 

1 
1 
1 

nla 
nla 
nia 
nla 
nla 

nia 
nla 
nla 

1 
2 

2 
6 
5 

nla 
5 
6 
6 
1 
1 

nla 
5 

nla 
nla 
6 

nla 
4 
6 
6 
4 
6 
1 
6 
6 
6 
6 

6 
1 
6 

nia 
6 
2 

nla 
1 

nla 
6 

Total ("YES") 41 34  39 27 

'Given the extent of recent activity, this table may not include every example of flexible pricing in practice today. 

'Lost Revenues Treatment: 1 =Paid by Ratepayers, 2=Paid by Stockholders, 3 =Not  Determined Until Rate Case, 4=Shared Between 
RPISH, 5=Other, 6=Not  Considered 

'Applicable Load: A=Existing Business Incremental Load, B =Existing Business Entire Load, C =New Business Entire Load 



111. State Economic Development and Load Retention Ratemaking Activities 

In August, 1996 RRR conducted a telephone survey of representatives of the Alabama, 

Georgia and Mississippi Public Service Commissions. The results of this survey are summarized 

in Table 111-1. Appendix B contains a blank copy of the survey document. Appendix C contains 

the survey response and documentation from Alabama; while Appendices D and E contain the 

same information for Georgia and Mississippi, respectively. 

Alabama 

As Alabama's only regulated investor owned electric utility, Alabama Power Corporation 

(Alabama Power) has informally, over a number of years, offered rate reductions to commercial 

and industrial customers. These reductions were considered contract rates under the Code of 

Alabama (1979,  Section 37-4-22. Recently, savings generated from Alabama Power's 

downsizing have flowed to certain industrial customers in the form of special contracts. 

Therefore, Alabama Power's shareholders have absorbed the foregone revenues of the contract 

rates. 

On April 1, 1996, the Alabama Public Service Commission (APSC) approved Alabama 

Power's petition for its new "Flexible Contract Rate. " This rate, which embodies both economic 

development and load retention characteristics, responds to the increasing need for Alabama 

Power's customers to receive prompt regulatory attention to the utility's requests for discounted 

rates. Appendix C contains a copy of the Flexible Contract Rate tariff, applicable statute and 

the APSC order approving the tariff. 

Alabama Power provides retail service to nearly the entire state. The approved Flexible 

Contract Rate applies to customers with existing total loads greater than one megawatt. 

For approval of special contracts negotiated under the Flexible Contract Rate tariff, 

economic evaluations must be made in accordance with the APSC's accepted methodology, 

Specifically, Alabama Power must demonstrate that pricing under each contract will provide 

positive benefits to all ratepayers over the term of the contract.8 In addition, prices charged to 

customers must not fall below Alabama Power's incremental costs and contracts must recover 

all applicable fuel costs and taxes. 

The tariff provides that Flexible Contracts are presumptively approved by the APSC at ten 

8This is accomplished by using the "Rate Impact Measure Test" or "RIM." 



days after filing,-unless Alabama Power is notified to the contrary within that period. Approved 

contracts are filed with the APSC; however, customer specific information is coded to ensure 

confidentiality. There are no formal periodic reporting requirements. Finally, the APSC does 

not conduct any assessment of the economic benefits produced as a result of discounted rates. 

Georgia 

At its Administrative Session on August 3, 1993, the Georgia Public Service Commission 

(GPSC) voted to open a generic docket (Docket number 4697-U) to establish "a uniform state 

policy regarding economic development incentives for all utilities under its jurisdiction. " 

Although there is no legislative mandate for LRRs or EDRs in the state per se, the docket was 

opened in response to encouragement by the Governor and the Department of Economic 

Development. On November 3, 1994, the GPSC issued an order in the docket which contained 

generic guidelines for the GPSC to use in evaluating economic development incentives filed by 

the electric, gas and telecommunications companies under the Commission's jurisdiction. These 

guidelines were used to evaluate EDRs for Georgia Power Company (Georgia Power), Savannah 

Electric and Power Company and Atlanta Gas Light Company. Copies of the GPSC's order and 

the economic development service riders for these companies are in Appendix D. However, this 

discussion will focus on Georgia Power, Georgia's only investor owned electric utility. 

According to Bill Clay, Rates and Research Specialist of the GPSC, Georgia Power has had 

discounted rates for large customers in place since the 1980s. Mr. Clay further stated that the 

GPSC includes interruptible and time-of-use rates in the definition of load retention rates. 

Georgia Power currently can offer discounted rates to large commercial and industrial customers 

under a job creation rider and a modernization rider. Due to excess capacity, the job creation 

and modernization riders were primarily justified based on utilization of existing plant. The 
GPSC has also recently given Georgia Power the authority to file special contracts for large 

customers for the purpose of economic development. One special contract has been filed;. 

however, the GPSC has 60 days to approve the contract. 

The job creation rider applies to new and existing commercial and industrial customers of 

Georgia Power who add a minimum of one job above their highest employment level over the 

previous twelve months. The job creation rider was approved in 1993 and is in effect until 

1998. There is no minimum load required for a customer to apply for the rate. 
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The mode-iization rider is available to customers whose billing demand is 500 kilowatts 

or greater. In order to qualify, applicants for the rate must electrically modernize a process that 

has been in operation for at least 24 months, resulting in at least a five percent or 50 kilowatt 

increase in demand, whichever is greater. 

The job creation rider is a filed tariff with the GPSC. Customers must sign a contract 

under the tariff. The job creation rider allows for a discount of from 10 to 25 percent, based 

on the number of jobs created. For example, there is a 10 percent discount if less than nine jobs 

are created, rising to a maximum 20 percent discount if over twenty jobs are created.’ An 

additional 5 percent discount is available for new customers locating in vacant facilities, or 

existing customers expanding in one of Georgia’s 80 most economically distressed counties. The 

discount factor is applied to incremental base (non-fuel) revenues and applies only to the 

customer facility where jobs are increased. The discount may not be applied to prices which 

are based on marginal costs, such as time-of-use rates. The rider is limited to three years for 

existing customers and two years for new customers. An administrative fee of $20 per year is 

charged to cover costs associated with the rider. 

The modernization rider is also a filed tariff. The modernization rider is limited to a five 

year contract term and a customer must apply for the rider prior to a modernization process. 

The discount is calculated by multiplying the customer’s billing demand by an adjustment factor. 

The adjustment factor is based on the percentage increase in billing demand resulting from the 

modernized process, the load factor resulting from this process and the contract year. The 

adjustment factor increases over the term of the contract, resulting in a smaller discount each 

successive year. The tariff also sets a minimum billing demand for the customer, thus limiting 

the extent of the discount. 

For both riders, the utility is responsible for determining if the customer meets the 

requirements of the tariff. In the job creation rider, the customer must provide the utility with 

an estimated number of jobs created before the contract inception. The utility may verify this 

estimate at any time during the life of the contract. The utility is required to include information 

on the job creation rider to the GPSC as a part of its monthly surveillance report. This 

information includes: specific information on the customers receiving the discount, the number 

9Savannah Electric and Power Company’s economic development incentive rider is similar to Georgia Power’s 
job creation rider in that the discount is based on the number of jobs created. 
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of new jobs created and the level of the discount. The GPSC uses the information provided on 

these monthly surveillance reports to perform an assessment of the total employment effects of 

the job creation rider. 

Mississippi 

Mississippi's early experience with EDRs and LRRs parallels that of Alabama and Georgia. 

According to Mr. Bob Marsh, Manager of Financial Modeling for the Mississippi Public Service 

Commission (MPSC), Mississippi's utilities have negotiated contracts and offered incentives to 

manufacturing customers since the early 1980s. However, it was not until 1995 that the MPSC 

was formally granted the statutory authority to review or approve special contracts. 

In 1995, Mississippi Code, Section 77-3-35, was amended to include specific minimum load 

requirements for qualifying electric and natural gas customers as well as authorization for the 

MPSC's review and approval prior to the contract effective date. The statute allows all 

regulated electric and natural gas utilities to contract with customers having a minimum annual 

electricity or natural gas consumption of 2,500 megawatt hours, or 8,500,000 cubic feet, 

respectively. Copies of the relevant statute and tariffs are contained in Appendix E. 

With regard to the EDR and LRR contract negotiations, the MPSC does not assume any 

formal role nor does it require the inclusion of any specific contract terms. In general, EDRs 

have been applied to the customer charge, demand charge and energy charge and have been set 

at incremental cost plus a percentage contribution above incremental cost. 

To date, contracts reviewed by the MPSC have also included the following features: 

1. Back-out clauses that allow a customer to buy out by paying a minimum dollar amount 
based on the remaining number of years in the contract; 

2. Automatic renewal provisions unless there is notification by the customer; and 

3. Term lengths of 5-15 years 

Finally, although the MPSC is now authorized to review and approve EDRs and LRRs, it 

has not adopted any rules governing how it or a utility should verify customer rate eligibility 

claims. Mr. Marsh indicated that some customers may be asked by a utility to produce a 

"study" illustrating an altepate power source. The Mississippi Department of Economics and 

Commercial Development does, however, conduct an EDWLRR impact assessment (e.g., job 

creation) that is independent of any MPSC regulatory action. 

8 
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SUMMARY OF STATE PSC SURVEY RESPONSES TABLE 111-1 

MISSISSIPPI ALABAMA GEORGIA 

1 .  Has your state adopted the following rates: 
Economic development rates (EDRs) 
Load retention rates (LRRs) 

2. 

3. Justification for rate adoption: 
Promote job creation 
Encourage industry expansion 
Increase utility plant utilization 
Other 

Adopted in response to legislative mandate? 

Yeslo 
Yes" 

Yes 
Yes 

Yes 
Yes 

Yes" Yes No 

Yes 
Yes 
Yes 

_ _ _  

Yes 
Yes 
Yes 

___ 

--- 
--- 
--- 

Load Retention/ 
Rate Relief 

4. What type(s) of utilities offer EDRs or LRRs: 
Electric - investor owned 
Electric - municipals 8c cooperatives (unregulated) 
Natural Gas 

5.  Have rules been adopted for designing EDRs/LRRs? 

6 .  Are the EDRs or LRRs the same: 
Throughout the state 
Utility specific 
Customer specific 

Yes 
Yes 
No 

Yes 
Yes 
Yes 

Yes 
Yes 
Yes 

No No No 

--- 
Yes 
--- 

___ 

Yes 
Yes 

_ _ _  

Yes 
Yes 

Yes 
Yes 

- 

7. Do EDRs and LRRs apply to a: 
Specific industry 
Customer type (specific size commercial or industrial) 

--- 
Yes 

_-_ 

Yes 

"Although Alabama answered "no" to adopting EDRs and LRRs, the tariff revisions and rate discounts tailored for individual customers that Alabama has 
used have equated to the same thing. 

"Some contracts existed prior to passage of the legislation. 



SUMMARY OF STATE PSC SURVEY RESPONSES - continued 

ALABAMA 

TABLE 111-1 

GEORGIA 

8. Minimum load size requirement for taking service: 
Electric 
Natural gas 

Yes 
No 

~ 

9. Do contract terms include any of the following: 
Out-clauses (release of customer obligation) 
Renewal provisions 
Maximum or minimum contract length 
Discount phase out over life of contract 
Require participation in conservatiodload management programs 

10. Are EDRs and LRRs offered under: 
Tariffs 
Special contracts 
Combination of tariffs and contracts 

No 

11. To what rate elements do the EDRs and LRRs apply: 
Customer charge 
Demand charge 
Energy charge 
Other 

12. How is the EDR or LRR determined: 
Negotiated from incremental cost 
Flat percentage discount from firm rates 
Incremental cost (plus % contribution above) 
Incremental cost plus a minimum T&D cost 
Other 

13. Do standard rates include non-base rate charges or cost recovery 
clauses such as fuel? 
If yes, are these subject to discount? 

14. Is the customer required to state any alternatives to taking power from 
the utility in order to qualify for an EDR or LRR? No 

Yes 
--- 

Yes 
Yes 
Yes 
No 
No 

Yes, tariff specific 
Yes, tariff specific 

Yes 
Yes 
Yes 
No 
No 

_-- 

Yes 
__- 

Yes 
- 

Yes 

Yes 
-_- 
__- 
_-_ 

# of jobs created 

Yes 
No 

MlSSlSSIPPl 

Yes 
Yes 

Yes 
Yes 

Negotiated 
None to date 
None to date 

Yes 
Yes 
Yes 
_-- 

Yes 
No 

~ 

Yes 



SUMMARY OF STATE PSC SURVEY RESPONSES - continued TABLE 111-1 

15. Is there a formal assessment by any of the following parties to 
determine the validity of the claims for the rate discount offered 
through the EDR or LRR: 

Customer 
Utility company 
Public service commission 
Other 

16. If a formal assessment is made, when is it conducted: 
Prior to contracthariff inception 
Contracthariff renewal date 
Other 

17. Are there PSC mandated utility reporting criteria for EDRs or LRRs? 

18. How often must this information be reported: 
Quarterly 
Semi-annually 
Annually 
Other 

19. Is any or all of what is reported considered confidential? 

20. Does your PSC assess the impacts of EDRs or LRRs? 
For example, in terms of employment or load building? 

ALABAMA 

Yes 
__- 
_ _ _  

No 

Yes (contracts) 

No 
No 

GEORGIA 

--- 
Yes 
Yes 
--_ 

Yes 

During contract term 
--_ 

Yes 

Yes 

Yes 
Employment 

MISSISSIPPI 

Yes 
_ _ _  
___ 

No 

No 
No 



r 
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SUMMARY OF STATE PSC SURVEY RESPONSES - continued TABLE 111-1 

2 1. How is the difference in revenue collected under standard rates and 
under discounted EDRs or LRRs: 

Recovered from the general body of ratepayers 
Recovered from the customers within the rate class which is eligible 
for discounted rates 

Recovered "below the line" from stockholder earnings 
Shared by ratepayers and stockholders 

22. Are you aware of any other activity by any of the following groups 
with regard to these rate types or economic development issues? 

Public Service Commission 
Gas or electric utility 
Legislature 
Other 

ALABAMA 

_-- 
_-_ 
_-- 

Business Council of 
Alabama 

GEORGIA 

N / A ' ~  
___ 

_ _ _  
St. Dept. of 
Economic 

Development 

MISSISSIPPI 

_ _ _  
__-  

_ _ _  
St. Dept. of Economics 
& Commercial Dev. 

"Response not provided because there has not yet been a rate case. 



IV. Conclusions 

It is evident that the majority of states offer some form of EDR or LRR. The administration 

of these rates varies across states. However, the majority of states offering such rates appear 

to be sharing foregone revenues between stockholders and ratepayers. It is also evident that the 

rates are not discounted below marginal costs in a majority of states. 

With regard to the investor owned electric utilities in Alabama, Georgia and Mississippi, 

discounted rates for large commercial and industrial customers are offered but not necessarily 

referred to as EDRs and LRRs.13 All three states have used discounted rates for a number of 

years to encourage electric load growth and retention. Recent initiatives in Georgia, including 

Georgia Power's modernization and job growth tariff riders, have focused on load growth. The 

GPSC has also recently authorized Georgia Power to offer special contracts for the purpose of 

economic development. Beginning in the early 1980s, Mississippi has offered incentives to 

commercial and industrial customers. Manufacturing customers, both new and existing, have 

been targeted to receive these incentives, In contrast, although Alabama has offered commercial 

and industrial rate reductions for a number of years, it appears the primary motivation for such 

discounts has been load retention. 

In addition, Georgia and Mississippi have discounted rates for natural gas customers. 

Another interesting result of the survey was the recognition by all three commissions that 

interruptible rates and time-of-use rates can be used to encourage load retention. 

Both the Alabama and Mississippi Public Service Commissions have been authorized to 

approve discounted rates by a legislative mandate. However, survey respondents indicated that 

examples of the rates existed prior to the passage of the legislation. Georgia's Public Service 

Commission does not have a legislative mandate to approve discounted rates, but it has been 

encouraged to do so by the Governor. 

'jAlthough unregulated, municipal utilities and cooperatives in the three surveyed states also have the right to 
offer discounted rates. 

13 
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The table below illustrates the primary results of the survey conducted by RRR. 

STATE 

AL 

VIEW 
LEGIS LATION INTERRUPTIBLE 

DISCOUNTS EDRs LRRs RATES AS LRRs 
TO AUTHORIZE ELECTRIC ELECTRIC OR TIME-OF-USE 

YES? YES* YES* YES 

GA 

MS 

*Although Alabama answered "no" to adopting EDRs and LRRs, the tariff revisions and rate 
discounts tailored for individual customers that Alabama has used have equated to the same 
thing. 

1 

NO YES YES YES 

YESt YES YES YES 

?Some contracts for discounts existed prior to the passage of legislation. 
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TABLE 215 - ECONOMIC DEVELOPMENT RATE3 FOR ELECTRIC AM) GAS mm 
_ _ ~  

AGENCY 

E c o o a n i c  O f f e r 4  By 
Developnent E l e c t r i c  
R a t e s  and/or Gas 

Rate 
M u h a n i  sm 
A = S p o c i a l  

Contracl 

I f  Tariffs 
ALLOW 
1 = F i x d  
=Fl x i  w 

1 ,  2 
1, 2 
1 

ALABACU PSC 

T r e a t r a n t  Load R a t a  
SEE KEY E x c n d  
EELW Marginal SEE KEY Inprcta 

Atsesr& 7-v  NO Y e s  

A,  c Y u  1 No 
c YOS 1 Y e s  

Y C r  1 YOS 

ALASKA W C  
ARIZONA CC 
ARKANSAS PSC 
CALIFORNIA W C  
COLORADO wc 

DC -PSc Yes Gas A, e 

GEORGIA PSC yes E l e c t r i c  e 
FLORIDA PSC No 

HAUAl I W C  

NO 
Yes E L G  A, 
Yes E l e c t r i c  A, B 
Yes E l e c t r i c  8 
N o  

IDAHO W C  NO 
I L L I N O I S  CC I Yes I E L G  / A .  E 
INDIANA URC I Yes \ E l e c t r i c  I A ;  E 
IOUA ue Ires I E  6 G ( A .  E 
KANSAS SCC Yes 
KENTUCKY PSC 
LOUISIANA PSC Yes 
MAINE W C  
MARYLAND PSC /Yes 
MASSACHUSETTS OW 
MICHIGAN PSC 
MINNESOTA W C  Yes 

E L G  
E l e c t r i c  

M I s s i s s m r  PSC 
MISSOURI PSC I Yes / E  L G \ A .  e 
MONTANA PSC NO I I 

PSC ha@ no urisdiction over morg 
NEVADA PSC 1 N o  1 I 
NEBRASKA PSC 
.- .. - 

NEY HAMPSHIRE PUC Yes E 6 G  
NEY JERSEY EW Yes 
MEW MEXICO W C  Y u  
NEY YORK PSC I E l o c t r i c  I 

NORTH OAK0 TA PSC I E l e e t r i c  I A .  e 
OHIO W C  I Y e s  I E l I c t r i c  I A ,  E 
O K U H O l A  CC Y e S  E L G  A 1::: / E  L G 1:; OREGOY W C  
PENNSYLVANIA PUC 

E L G  

RHODE I S L A  no wc I res E L a c t r i c  !A. B 
SOUTH CAROLINA PSC lYeS / E l e c t r i c  I A ,  B 
SOUTH DAKOTA W C  Yea E l I c t r i c  
TENNESSEE PSC Yes G a r  

E l o c t r i c  
TEXAS TEXAS W C  RC I::: I 
UTAH PSC 1 N o  I I 
VERMONT pse 1 Yes [ E l I c t r i c  I A ,  e 
V I R G I N I A  SCC 
YASHINGTW UTC 
UEST V I R G I N I A  PSC E L G  
YISCONSIN PSC 
UYOnING PSC Yas E L G  

NARUC Compilation d Utility ReeulstorJr PoUcy 19941995 
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TABLE 216 - JUSTIFICATION FOR ECONOMIC DEVELOPMENT RATES FOR 
ELECTRIC AND GAS UTILITDES 

. _ _  ~~ 

OKLAHOMA CC 
O R E W  WC 
PENNSYLVANIA PUC 

RHCOE ISLAND WC 

SOUTH CAROLINA PSC 

SWTH DAKOTA WE 
TENNESSEE PSC 
TEXAS WC 

AGENCY 

Increaso u t i l i z a t i o n  of  u t i l i t y  plant 
Othrr 
Encourago expansion o f  exist ing industry; IncreaSr Ut i t i za t ion  O f  u t i l i t y  plant; p r w t e  
job creation; and Othrr 
Encwragr expansion o f  exist ing industry; Increaso u t i l i z a t i o n  O f  u t i l i t y  plant; pranotr 
lob creation: and O t  her 
Encouragr rxprnr ion of  exist ing industry; Increaso u t i l i z a t i o n  of  u t i l i t y  plant; promote 
job creation; and Othrr 
Increase u t i l i z a t i o n  of  u t i l i t y  P l M t  
Encourage expmaion of exist ing indurtry 
Encourago expulsion of  exist ing industry; Incrrar r  u t i l i z a t i o n  of u t i l i t y  plant; pranotr 
job creation; and Othrr 

Yhat Has Been the Just i f icat ion for  Authorizing Economic DeVelopnnt Rates? I Encourage expansion o f  exist ing industry; Increase u t i l i z a t i o n  o f  u t i l i t y  plant; Promote 

UTAH PSC 
VERMONT PSB 

1 iob creation: and Other 
IPrunote job creat ion.  

No occononic dovrlopnnt rater 
Encouragr exprnsion of  exist ing industry; Incrrarr u t i l i z a t i o n  of u t i l i t y  plant; promote 

exist ing industry; Increasr u t i l i z a t i o n  of u t i l i t y  plant; pranote 

NEW MEXICO WC 
NEY YORK PSC 

Encourage expansion o f  exist ing indurtry; Incrraso u t i l i z a t i o n  o f  u t i l i t y  plant; Other 
Encouragr expansion o f  exist ing industry; Increrrr  u t i l i z a t i o n  o f  u t i l i t y  P lMt ;  promotr 

UASHINGTOW UTC 
VEST V I R G I N I A  PSC 
‘d I SCONS 1 N PSC 

NGTH DAKOTA PSC 
OHIO PUC 

IEncouraae exmnrion of  exist ina industry : Pranotr iob creation: and Other 
IEnewragr exmnsion o f  exist ing industry; Promote job creation; and Other 

E K o U  her 
Other 

r i l e  cxtwnrion o f  exist ina industrv : ~romote iob creation: and O t  
No econanic d o v r l o ” t  rates 

job crei t ion) and Other 
V I R G I N I A  SCC I Imreaso u t i l i z a t i o n  o f  u t i l i t y  plant; Pranota job creat ion 

dYCU1NG PSC Ilncrearo u t i l i z a t i o n  of  u t i l i t y  plant; Other 

NARUC Compilation of Utility Regulatory Policy 199411995 
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TABLE 217 - LOAD RETENTION RATES FOR ELECTRIC AND GAS UTIL- 

HAMI I W C  
IDAHO WC 
I l L I N O l S  CC 
JNDIANA URC 
IOYA us 
KANSAS SCC 
KENTUCKY PSC 
L W I S I A N A  PSC 

AGENCY 

A L A W  PSC 
ALASKA W C  
ARIZOllA CC 

No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes I 

Of fered By 

and/or Gas 

1: 2 
2 
2 
2 

Iottercd? l u t i l i t i c s ?  
Ires I Gas 

Yes 3 No 
Yea 2 Yes 
Yes 3 yes 
Yes 3 Yes 

ARKANSAS PSC I Yes I E l ec t r i  c 

A ,  B 
A .  B 

CALI FORM I A wc I Yes / E  8 G 
COlORADO wc I Yes I E  & G 

1 
1. 2 Yes 5 Yes 

cwiiEcricur DPUC Yes 
DELAUARE PSC 
DC PSC 1;;s IGas 

MASS~CHUSETTS DW 
MICHIGAN PSC 
MINNESOTA W C  
M I  ss1 SSI P P I  PSC 
MISSOURI PSC 
M T A N A  PSC 
NEBRASKA PSC 
NEVADA PSC 

NEY JERSEY BW 
NEU MEXICO PUC 
NEY YORK PSC 
NORTH CAROLINA UC 

HAMPSHIRE W C  

DA PSC I Yes 1E L G WIA PSC 1 Yes I Gar 

yes E L G  
yes E L G  
Yes E L G  
No 
Yes Gar 
Yes E L G  
PSC has no .ur isdict ior  
yes Gas 
y cs Electr ic 
yes Electr ic 
y os 
Yes E k G  
YCS Gaa 

A .  2 YOS 3 
A. 8 2 YO8 3 

E L G  

E L G  
Gaa 
E L G  

e 

Yes 
N o  

~-~ ~ 

MAINE W C  I yes IE 6 G 
MARYLAND PSC I NO I 

1, 2 

2 
2 

2 
2 
2 

1, 2 

1 

2 

2 
1 
1 ,  2 

YO8 3 No 
Yes 2 yes 

yes 3 No 
NO 3 Yes 

No 1 Yes 
Y e 8  3 No 
Yes 3 Yes 
Yes 3 NO 

Yes 3 YW 

YOS 3 YOS 

YO8 3 No 
YO8 4 . Yes 
YO8 3 No 

Rate /Rate Tm I I Rate I 

WLAHOU cc 
DREOOY WC 
PENNSYLVANIA W C  

H O D €  ISLAND WC 
!win CAROLINA psc 
S W T H  DAKOTA W C  
ENYESSEE PSC 
TEXAS WC 
TEXAS RC 

A: B 
A .  B 

N o  
Yes E L G  A, 0 
YOS E 6 G  A,  

yes Gas A, B 
y es E & G  A, B 
Yes Gas A 
Yes E l W t r l C  A, 0 

Mo 

A; B 
A 

V E W T  PSB I NO 

2 
1, 2 

2 

Yea I ::: / i  

Y a T H  DAKO TA PSC I Yes IElectr ic tA  
OHIO wc Ires IELactric (A,  0 

V I R G I N I A  SCC 
UASH I NGTON UTC 
JEST V I R G I N I A  PSC 1;; 1;;; I A ,  
YISCOIISIN PSC A #  0 
U Y o l I N G  PSC yes E l l c t r i c  A, B 

NARUC Compilation of Utility Regulatory Policy 1994-1995 
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TABLE 218 - JUSTIFICATION FOR LOAD RETENTION RATES FOR ELECTRIC AND GAS mm 

TEXAS RC 
UTAH PSC 
VERMONT PSI 
V I R G I N I A  SCC 

idEST VlRElNIA PSC 
~YISCONSIN PSC 
WOWING PSC 

~ UASH I NGTW UTE 

n existing j o b ;  Maintain u t i l i za t i on  o f  u t i l i t y  plant; Retain existing indurtry 
n existing j o b ;  Retain existing indurtry 

l i z a t i o n  o f  u t i l i t y  plant 

NEBRASKA PSC 

ation of  u t i l i t y  p lMt ;  Retain existing industry 

n r x i r t i n g  jobr; Maintain u t i l i z a t i o n  of u t i l i t y  p l n t ;  Rrtain ex i r t ing indurtry 

other 
NO load retontion rat- 
Other 

Maintain u t i  1 izat ion of u t  i Ii tv nlmt 
Other 
Other 

No load retention rater 
Retain r x i r t i n g  j o b ;  Maintain u t i l i z a t i o n  o f  u t i l i t y  plant; Retaln exiating industry 
Maintain u t i l i z a t i o n  o f  u t i l i t y  plant; Retain rx ia t ing indurtry 

SOUTH CAROLINA PSC 
SOUTH DAKOTA PUC 
TENNESSEE PSC 
TEXAS WC I%fn existing jobr; Maintain u t i l i za t i on  of  u t i l i t y  plmt; Retain eXi8ting industry 

NARUC Compilation of Utility Regulatory Policy 19941995 
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TABLE 219 - ECONOMIC DEVELOPMENT-RELATED RATES FOR ELECTRIC AND GAS U I ' I L m  

._ 

LOUISIANA PSC Ye8 
MAINE W C  Ye8 E l e c t r i c  YO8 Y e8 
MARYLAND PSC NO 
MASSACHUSETTS OW YO* E L G  Yea Yea 
MlCHlGAW P I C  YO8 E l e c t r i c  YW Y O 8  

IHINNESOTA PUC I no I I I 

NEVADA 
!"! 
NLY MLn 

MBIU 

NEY JER 

N N  YOll 
NORTH C 

OHlO plr 
O K L A M  
a E b O l l  
PENNSYL 

SOUTH C 
SOUTH 0 
TENNLSS 
TEXAS P 
TEXAS R 

VERWOlll 
V l  R G l l l  
UASHlNG 
E S T  V I  
U I S C W I  
W O l I N G  

m 

w 

P 

15 
: I  
In 
3 

1E 

Y IC 

U 
P 
,'u 

3 
IC 
il 
'L 
!C 

3 

rr 
C 
il 
I 
il 
i - 

] E  L G I YW I YW 'IC 

L scc No 
'W UTE YW 
I G I I I I A  P I C  YW E t a t r i c  YO# YW 
,N PSC Yea E L a t r f c  YO# Y . r  
PSC YW € L O  YO# YOS 

A. B 1, 2 YOS 
A, 8 1, 2 NO 

NARUC Compuntlon of Utilfty Regulatory Policy 1994-1995 
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TABLE 220 - JUSTlFICATION FOR ECONOMIC DEVELOPMENT-RELATED RATES FOR 
ELECTRIC AND GAS UTLLITIES 

AGENCY 

A L A W  PSC 
ALASKA W C  
ARIZONA CC 
ARKANSAS PSC 
V L I F O R N I A  WC 
coLoRAoo W E  
CONNECTICUT D W C  
DELAWARE PSC 
DC PSC 
FLORIDA PSC 
GEORGIA PSC 
H A U A I l  W C  
IDAHO W C  
I L L I N O I S  CC 

[OVA us 
KANSAS SCC 
KENTUCKY PSC 

JNDIANA URC 

LOUISIANA PSC - 
MASSACHUSETTS D W  
MICHIGAN PSC 
MINNESOTA W C  
M I  SSI SS 1 P P I  PSC 
MISSCUR1 PSC 
W T A L U  PSC 
NEBRASKA PSC 
NEVADA PSC 
NEU HAMPSHIRE W C  
NEU JERSEY BW 
NEU MEXICO WC 
NEU YORK PSC 
NmTH CAROLINA UC 
YORTM DAKOTA PSC 
OHIO wc 
OULAHOIA CC 
OIIEGOM #IC 
PENNSYLVANIA PUC 
R W E  ISLANO W C  
SOUTH CAROLINA PSC 
SOUTH DAKOTA W C  
TENNESSEE PSC 
TEXAS WC 
TEXAS RC 
UTAH PSC 
VERMONT P S I  
V I R G I N I A  SCC 
UASHIMGTON UTC - 
Y1SCoNtIM PSC 
WOMINO PSC 

Yhat Has Seen the Justi f icat ion fo r  Authorizing Econaric Dwelopnnt-Related Rates7 
Enhance th r  Comprt i t ivmss of a Sprcif ic Indurtry; Incrrasr the Ut i l i za t ion  of  U t i l i t y  
Plant: Other 
Enhancr carprt i t ivemrs o f  a s p r c i f i c  industry; Other 
NO ecconanic d e v r l o p m t - r r l a t d  ratrs 
Enhame carprtitiveness of  a sprci f ic  industry; Other 
Othar .. ~ 

Increase Ut i l i za t ion  of u t i l i t v  D l m t  
Increase u t i l i za t i on  o f  u t i l i t y  plant 

Increase u t i l i za t i on  of  u t i l i t y  plant 
Increase u t i l i za t i on  o f  u t i l i t y  plant; Othrr 
other 
Increase u t i l i za t i on  of u t i l i t y  plant; Othrr 

N o  economic developnnt-related rates 
Increase u t i l i za t i on  of  u t i l i t y  plant; Othrr 
Jncrerse u t  i l i za t i on  of  u t i l i t v  d i n t  
Incream u t i l i za t i on  o f  u t i l i t y  plant; Othrr 
Enhancr cmpotitivencss of  a S p r c i f i C  industry; Incrrasr u t i l i za t i on  o f  u t i l i t y  plant 
Other 

th r r  
i o  economic developnnt-related rates 
lncreasr u t i l i za t i on  of u t i l i t y  plant 
Enhance c m p o t i t i v m s s  o f  a sprci f ic  indurtry; Increesr u t i l i za t i on  o f  u t i l i t y  plant 
NO economic developnmt-related r a m  
NO WOnqn i c  devrloemant -related ratm 
~ncrear r  u t i l i za t i on  of u t i l i t y  p l M t  
lncrersr u t i l i za t i on  o f  u t i l i t y  p l n t  
P s c  has no ju r i rd ic t ion  over enorgy u t i l i t i e s  
Increase u t i l i za t i on  of u t i l i t y  p lmt;  Other 
jncreasr ut i l i za t i on  of  u t i l i t v  d i n t  

Increase u t i l i za t i on  of u t i l i t y  plant 
Incrrrso u t i l i za t i on  of  u t i l i t y  p l n t  

Increase u t i l i za t i on  o f  u t i l i t y  plant; Othrr 
~ncrrase u t i l i za t i on  o f  u t i l i t y  plant 
Increase u t i l i za t i on  of u t i l i t y  p l n t  
E n h a n c r  c m p o t i t i v m s s  of  a sprci f ic  i d t r y ;  Increase u t i l i za t i on  of u t i l i t y  plant 
nhance c c m o t i t i v m s s  O f  8 S # C i  f i c  i-tn: Increase u t i l  izat ion of u t i l i t v  D l a  n t  

Enhance c a r p r t i t i v m r s  of  a spocitic i d t r y ;  Increase u t i l i za t i on  of u t i l i t y  plant 

E n h o n c r  cmpotit ivemss o f  r sprci f ic  i n b r t r y ;  I n c r r r u  u t i l i za t i on  of  u t i l i t y  plant 
~ncrrase u t i l i za t i on  o f  u t i l i t y  plant 

ncreaso u t i l i z a t  ion O f  U t i l i t V  D k M t  

Increase u t i l i za t i on  of u t i l i t y  p l n t  
E n h a n c e  camotit ivomss of a spocific inbrtry; Increase u t i l f za t ion  o f  u t i l i t y  plant 
NO .cononic' dovetopnnt-rrtatrd rat- 

gnhance comwt i t iv rmrs of a r m c i f i c  iztn: - u t i l i  ion o f  u t i l i t v  D l m t  
Enham. c o r # t i t i v m r a  of a spocific i try; 1ncro.u u t i l i% ion  of u t i l i t y  plont; Othrr 
Incrrrsr  u t i i i s r t i o n  of u t i l i t y  p l n t ;  Othrr 

NARUC Compilation of Utilfty R- 19pc1995 

' 2 4  fv 



APPENDIX B 

FPSC SURVEY DOCUMENT 

25 





STATE 

I .  

I1 * 

1. 

2. 

3. 

INTRODUCTION 

Namehtle of respondent 

Name 

Title 

Telephone 

There is currently an open docket before our Commission regarding Gulf Power 
Company’s petition for a commercial industrial service rider (Le., an economic 
development and load retention rate). The Research Division of the FPSC has been asked 
by our Commission to look at what other statedutilities are doing with regard to these 
types of rates. 

ECONOMIC DEVELOPMENT RATES: 

Recognizing that I’ll be asking you questions about load retention rates later, has your 
state adopted economic development rates? 

Yes No 
If yes, continue. 
If no, go to section 111. 

Were economic development rates developed in response to a legislative mandate? 

If yes, what specific statutory language was added (changed)? Please send us a copy of 
the statute. 

What was the justification for the adoption of the economic development rate? (circle 
answer( s)) 

a. Promote job creation 

b. 

c. 

d. Other (please specify) 

Encourage expansion of existing industry 

Increase utilization of utility plant 
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4. Has the Commission adopted rules for designing economic development rates? 

Yes No 

5 .  Are the economic development rates the same throughout the state, utility specific or 
customer specific? 

6. What type(s) of utility companies offer economic development rate(s)? (circle answer(s)) 

a. Electric--1OUs 

b,  Electric--Municipals and Cooperatives 

c. Gas 

7. Do economic development rates apply to a specific industry or customer type? 

8. Is there a minimum load size requirement for a new economic development customer 
taking service under an economic development rate? 

Yes - No 
If yes, what is the minimum? 
Is the minimum defined in terms of peak or connected load? 

9. Do the contract terms include any of the following: 

a. Out-clauses 
Explanation 

b. Renewal provisions 
Explanation 
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c. 
Explanation 

Maximum or minimum contract length 

d. 
Explanation 

Phase out of discount over life of contract 

e.  
Explanation 

Participation in conservation and load management programs 

10. Is the economic development rate offered under: (circle answer) 

a. Tariff 

b. Special contract 

c.  Combination of tariff and contract 

11. To what rate element(s) does the economic development rate apply? (circle answer(s)) 

a. Customer charge 

b. Demand charge 

c. Energy charge 

d. Other 

12. How is the economic development rate determined? (circle answer) 

a. Negotiated from incremental cost 

b. 

c. 

d. 

e. Other 

Flat percentage discount from firm rates 

Incremental cost plus percentage contribution above incremental 

Incremental cost plus a minimum transmissioddistribution cost 

13. Do standard rates include non-base rate charges or cost recovery clauses for items .such 
as fuel? If so, are these subject to discount? 

14. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the economic development rate? (i.e. another power source, relocation 
opportunities, etc.) 

29 



15. Is there a-formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the economic development rate? (circle 

a. Customer 

b. Utility company 

c. Public service commission 

d.  Other 

, answer) 

16. If a formal assessment is made, when is it conducted? (circle answer) 

a. Prior to contracthariff inception 

b. Contracthariff renewal date 

c. Other (please specify) 

17. Are there any utility reporting requirements regarding economic development rates? 

If no, go to question 21. 
Yes No 

18. What is required to be reported? 

Explanation 

19. How often must this information be reported? (circle answer) 

a. Quarterly 

b. Semi-annually 

c. Annually 

d. Other 

Explanation 

20. Is any or all of what is reported considered confidential? 

Yes No 
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21. Does your Commission assess the impacts of the economic development rates? 
example, in terms of employment and/or load building'? 

For 

Yes No 

Explanation 

22. How is the difference in revenue collected under standard rates and under discounted 
economic development rates treated? 

a. 

b. 

Recovered from the general body of ratepayers? 

Recovered from the customers within the rate class which is eligible for disounted 
rates? 

Recovered "below the line" from stockholder earnings? 

Shared by ratepayers and stockholders? Explain 

c. 

d .  

23. Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 

31 
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111. LOAD RETENTION RATES: 

1. Has your state adopted load retention rates? 

Yes No 
If yes, continue. 
If no, go to section IV. 

2. Are the answers you gave in the section regarding economic development rates identical 
to those you would give for load retention rates? 

Yes No 
If yes, go to section IV. 
If no, continue. 

3. Were load retention rates developed in response to a legislative mandate? 

If yes, what specific statutory language was added (changed)? 

Please send us a copy of the statute. 

What was the justification for the adoption of the load retention rates? (circle answer(s)) 

a. Retain existing jobs 

b. 

c. Retain existing industry 

d. Other (please specify) 

4. 

Maintain utilization of utility plant 

5 .  Has the Commission adopted rules for designing load retention rates? 

Yes No 

6 .  Are the load retention rates the same throughout the state, utility specific or customer 
specific? 

7 .  What type(s) of utility companies offer load retention rate(s)? (circle answer(s)) 

a. Electric--1OUs 

b. Electric--Municipals and cooperatives 

c. Gas 

8. Do load retention rates apply to a specific industry or customer type? 
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9. Is there aminimum load size requirement for the existing customer taking service under 
the load retention rate? 

Yes No 
If yes, what is the minimum? 
Is the minimum defined in terms of peak or connected load? 

10. Do the contract terms include any of the following: 

a. Out-clauses 
Explanation 

b. Renewal provisions 
Explanation 

~~ 

c. Maximum or minimum contract length 
Explanation 

d. Phase out of discount over life of contract 
Explanation 

e.  Participation in conservation and load management programs 
Explanation 

11. Is the load retention rate offered under: (circle answer) 

a. Tariff 

b. Special contract 

c. Combination of tariff and contract 

12. To what rate element(s) does the load retention rate apply? (circle answer(s)) 

a. Customer charge 

b. Demand charge 

c. Energy charge 

d. Other 
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13. How is €he load retention rate determined? (circle answer) 

a. Negotiated from incremental cost 

b. 

c . 
d. 

e .  Other (please specify) 

Flat percentage discount from firm rates 

Incremental cost plus percentage contribution above incremental 

Incremental cost plus a minimum transmissioddistribution cost 

14. Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? - Yes - No If so, are these subject to discount? - Yes - No 

15. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the load retention rate? (Le. another power source, relocation opportunities, 
etc.) 

16. Is there a formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the load retention rate? (circle answer) 

a. Customer 

b. Utility 

c. Public service commission 

17. If a formal assessment is made, when is it conducted? (circle answer) 
a. Prior to contracthariff inception 

b. Contracthariff renewal date 

c. Other 

18. Are there any utility reporting requirements regarding load retention rates? 

Yes No 
If no, go to question 23. 

19. What is required to be reported? 

Explanation 
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20. How often must this information be reported? (circle answer) 

a. Quarterly 

b. Semi-annually 

c. Annually 

d.  Other 
Explanation 

21. Is any or all of what is reported considered confidential? 

Yes No 

22. Does your Commission assess the impacts of the load retention rate? For example, in 
terms of employment and/or load retention? 

Yes No 

Explanation 

23. How is the difference in revenue collected under standard rates and under discounted load 
retention rates treated? 

a. 

b. 

Recovered from the general body of ratepayers? 

Recovered from the customers within the rate class which is eligible for disounted 
rates? 

Recovered "below the line'' from stockholder earnings? c.  

d.  Shared by ratepayers and stockholders? Explain 

24. Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 
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Please send any available information on these initiatives. 

IV . 

1. 

INITIATIVES FOR FUTURE LOAD RETENTION OR ECONOMIC 
DEVELOPMENT RATES 

Are you aware of any other activity by any of the following groups with regard to 
these rate types or economic development issues? (circle answer) 

a. Public service commission 

b. 

c.  Legislature 

d. Other 

Gas or electric company (petitions) 
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APPENDIX C 

ALABAMA 
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STATE ALABAMA 

I.  INTRODUCTION 

Namehitle of respondent 

Name Robert Taylor 

Title Public Utility Analyst, Electric Section of the Energy Division 

Telephone 334-242-5218 Fax: 334-242-0207 

There is currently an open docket before our Commission regarding Gulf Power 
Company’s petition for a commercial industrial service rider (i.e., an economic 
development and load retention rate). The Research Division of the FPSC has been asked 
by our Commission to look at what other stateshtilities are doing with regard to these 
types of rates. 

11. ECONOMIC DEVELOPMENT RATES: 

1 .  Recognizing that I’ll be asking you questions about load retention rates later, has your 
state adopted economic development rates? 

Yes X No 
If yes, continue. 
If no, go to section 111. 

Mr. Taylor answered no to this question. However, he also stated that in resDonse to 
customer requests, Alabama Power on its own initiative has petitioned the Commission 
to offer reduced industrial rates for individual customers. Contracts for individual 
customers have been in place for a number of years. Alabama Power received legislative 
authority to offer such contracts beginning in 1975. 

2. Were economic development rates developed in response to a legislative mandate? 

Yes. Alabama Power has had the authority to offer discounted contracts since 1975. 
There is also a recent statute on rewonding to comDetition. 

If yes, what specific statutory language was added (changed)? Please send us a copy of 
the statute. 

See attached. 

I ,  
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3. What was the justification for the adoption of the economic development rate? (circle 
answer(s)) 
a. Promote job creation 
b. 
c. 
d. 

Encourage expansion of existing industry 
Increase utilization of utility plant 
Other (please specify)-load retentiodrate relief. 

4. Has the Commission adopted rules for designing economic development rates? 

Yes X No 

5 .  Are the economic development rates the same throughout the state, utility specific or 
customer specific? 
Utility specific 

6,  What type(s) of utility companies offer economic development rate(s)? (circle answer(s)) 

a. Electric--1OUs 
b. Electric--Municipals and CooDeratives 

c. Gas 
Commission has no authority over muni and co-op rates 

7. Do economic development rates apply to a specific industry or customer type? 
Customer type. 

8. Is there a minimum load size requirement for a new economic development customer 
taking service under an economic development rate? 

X Yes No 
If yes, what is the minimum? 1 megawatt 
Is the minimum defined in terms of peak or connected load? Connected. 

9. Do the contract terms include any of the following: 
a. 

b. Renewal provisions - Explanation: Yes 
c. Maximum or minimum contract length - Explanation: Yes 
d. Phase out of discount over life of contract - Explanation: No 
e. 

Out-clauses - Explanation: Penalty for early withdrawal based on number of years 
remaining in the contract. 

Participation in conservation and load management programs - Explanation: No 
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10. Is the economic development rate offered under: (circle answer) 
a. Tariff 
b. Special contract 
c. Combination of tariff and contract 

11. To what rate element(s) does the economic development rate apply? (circle answer(s)) 
a. Customer charge 
b. Demand charge 
c. Energy charge 
d. Other 

12. How is the economic development rate determined? (circle answer) 
a. Negotiated from incremental cost 
b. 
c. 
d. 
e. Other 

Flat percentage discount from firm rates 
Incremental cost plus percentage contribution above incremental 
Incremental cost plus a minimum transmission/distribution cost 

13. Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? If so, are these subject to discount? 
Yes, there is a fuel clause. Discount does not apply to fuel clause. 

14. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the economic development rate? (Le. another power source, relocation 
opportunities, etc.) - No. 

15. Is there a formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the economic development rate? (circle 
answer) 
a. Customer 
b. Utility companv 
c.  Public service commission 
d. Other 

16. If a formal assessment is made, when is it conducted? (circle answer) 
a. Prior to contracthariff inceDtion 
b. Contracthariff renewal date 
c. Other (please specify) 
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17. 

18. 

19. 

20. 

21 * 

22. 

23. 

Are there -any utility reporting requirements regarding economic development rates? 

If no, go to question 21. 
Yes X No 

What is required to be reported? 

Explanation Not applicable. 

How often must this information be reported? (circle answer) 
a.  Quarterly 
b. Semi-annually 
c.  Annually 
d. Other - Explanation: Not applicable. 

Is any or all of what is reported considered confidential? 

Commission does get copies of contracts, which are held confidential. 
X Yes No 

Does your Commission assess the impacts of the economic development rates? 
example, in terms of employment and/or load building? 

For 

Yes X No 
Explanation 

How is the difference in revenue collected under standard rates and under discounted 
economic development rates treated? 
a. Recovered from the general body of ratepayers? 
b. Recovered from the customers within the rate class which is eligible for discounted 

rates? 
c. Recovered "below the line" from stockholder earnings? Rates are above 

incremental costs, however Alabama Power is downsizing. therefore it has the 
ability to reduce rates through special contracts. 

d. Shared by ratepayers and stockholders? Explain 

Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 

See attached. 
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111. LOAD mTENTION RATES: 

1. Has your state adopted load retention rates? 
X Yes No 

If yes, continue. 
If no, go to section IV. 

2. Are the answers you gave in the section regarding economic development rates identical 
to those you would give for load retention rates? 

X Yes No 
If yes, go to section IV. 
If no, continue. 

3. Were load retention rates developed in response to a legislative mandate? 
If yes, what specific statutory language was added (changed)? 
Please send us a copy of the statute. 

4. What was the justification for the adoption of the load retention rates? (circle answerts)) 
a. Retain existing jobs 
b. 
c. Retain existing industry 
d. Other (please specify) 

Maintain utilization of utility plant 

5 .  Has the Commission adopted rules for designing load retention rates? 
Yes No 

6. Are the load retention rates the same throughout the state, utility specific or customer 
specific? 

7 .  What type(s) of utility companies offer load retention rate(s)? (circle answerts)) 
a. Electric--1OUs 
b. Electric--Municipals and cooperatives 
c. Gas 

8. Do load retention rates apply to a specific industry or customer type? 



9. Is there aminimum load size requirement for the existing customer taking service under 
the load retention rate? 

Yes No 
If yes, what is the minimum? 
Is the minimum defined in terms of peak or connected load? 

10. Do the contract terms include any of the following: 
a. Out-clauses 

Explanation 
~ 

b. Renewal provisions 
Explanation 

c. Maximum or minimum contract length 
Explanation 

Phase out of discount over life of contract 
Explanation 

Participation in conservation and load management programs 
Explanation 

d. 

e. 

11. Is the load retention rate offered under: (circle answer) 
a. Tariff 
b. Special contract 
c. Combination of tariff and contract 

12. To what rate element(s) does the load retention rate apply? (circle answer(s)) 
a. Customer charge 
b. Demand charge 
c. Energy charge 
d. Other 

13. How is the load retention rate determined? (circle answer) 
a. Negotiated from incremental cost 
b. 
c. 
d. 
e. Other (please specify) 

Flat percentage discount from firm rates 
Incremental cost plus percentage contribution above incremental 
Incremental cost plus a minimum transmissioddistribution cost 
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14. Do standard rates include- non-base rate charges or cost recovery clauses for items such 
as fuel? - Yes - No If so, are these subject to discount? - Yes - No 

15. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the load retention rate? (Le. another power source, relocation opportunities, 
etc.) 

16. Is there a formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the load retention rate? (circle answer) 
a. Customer 
b. Utility 
c.  Public service commission 

17. If a formal assessment is made, when is it conducted? (circle answer) 
a. Prior to contracthariff inception 
b. Contracthariff renewal date 
c.  Other 

18. Are there any utility reporting requirements regarding load retention rates? 
Yes No 

If no, go to question 23. 

19. What is required to be reported? 
Explanation 

20. How often must this information be reported? (circle answer) 
a. Quarterly 
b. Semi-annually 
c. Annually 
d. Other 

Explanation 

21. Is any or all of what is reported considered confidential? 
Yes No 
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22. Does your Commission assess the impacts of the load retention rate? For example, in 
terms of employment and/or load retention? 

Yes No 

Explanation 

23. How is the difference in revenue collected under standard rates and under discounted load 
retention rates treated? 
a. 
b. 

c.  
d. Shared by ratepayers and stockholders? Explain 

Recovered from the general body of ratepayers? 
Recovered from the customers within the rate class which is eligible for discounted 
rates? 
Recovered "below the line" from stockholder earnings? 

24. Please forward any material that would allow us to compare your rate@) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 
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IV. INITIATrVES FOR FUTURE LOAD RETENTION OR ECONOMIC 
DEVELOPMENT RATES 

1. Are you aware of any other activity by any of the following groups with regard to 
these rate types or economic development issues? (circle answer) 
a. Public service commission 
b. Gas or electric company (petitions) 
c .  Legislature 
rt, Other-Business Council of Alabama 

Please send any available information on these initiatives. 
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i a34-s. c00hrct =Mm. 
(a) Rate lad "ita rtgulrtiom may bo atabliahod by copopct between a 

muaicipdity md utiIity for a apcSd brm, not axceding SO purs, but only 
by rrd with th8 rppmd of tho " m i d o n  to ba crprsa+sd by ib older. 
Utilitier m y  contract witb c u b  other rad 4th p r r r ~ ~  who ut not utilities 
in tdlitiw, the d e  or erchrnge of 

* *or, O t h i M b e  thln 
purnrurt to Wrrblbbd mtm, the di&butioa to t& public of rucb producrs 
rod commoditir jointly or ringly, rod the t.rritory witbin which such j o b t  or 
mizaglo mice aull bo mded and othrr mrtten dwmod to k of mutual 
rdvrntrgc, nrbjoct, howevor, in dl rucb "8, to the rppmvd of th, 
wmmiuion; but no prnon r h d  putidpate in ruch didbut ion who ir not a 
Utility. 

(b) Whonrorr any ruch contrrct dull be made, it ahall, before h m i n g  
&wtiva, k nrbmittd b t)U mmmiwion. Uthc comraiwion rhdl bnd the 
provbbnr of my r u b  contract arrrrbknt 4th the public inkrmt, it #hall 
appllove the u m o .  O t h o n i s ,  it &all dirrpprovc the w e ,  md ualew a d  
uatil DO rppmvd, such aontmet r h d  bo of no &et; but if it i b  approved, it 
r h l l  in dl twpm be krrhrl. VObrnsnr utility pmvidm for iwlf bp 
contract, u &ova providbd, I low of rupply of r a y  p d u a  ar armmodity 
which i t  would otharwin be uader the duty to ginerr# or m m u f a m ,  it 
dull, to ruch extant u th, commirrion may odor,  b amnod from tho 
coos tn rc t i o~  or m i n t e w e  of plant, kaltioa d quipmeat D- for 
mch nroerrtjon OT mmufactm. (Acl. 1020, No. 87, p. $8; Code 1929, 

of thi we d t h r i r  properlirr 
w&tar, gu, rl&dty or other prod- or 

i i  e?&, 9764; Cod, 14c0, T. 48, i i  
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PETITION: FOR APPROVAL OF 
NEW RATE ?CR (FLEXYBLE 
CONTRACT RATE)  

IlWORFICu, DOCKET U-3671 

ORDER - 
11 1w COKHISSION: 

By petitior. frled Fearuary 27, 1996, A:abaT,e Power reeks approva l  of 

the new R a t e  FCR (Flexible Conzrac'. Raze). 

The Com:ssiar. f i n d s  tb.at t b i r  r.cw rat. i r  ir. fartheranca of the 

Company'6 cor.:ir.:ing objective t o  provide conpetitive priceo to l t e  

customer6 a s  c06t  redaction8 are realized by the Company. A l o o ,  this rate 

wili furrher enable t h e  Coapary and i t s  ccrtomers to obtain timely approval 

of c3nt:ac=s, t!-.ereSy enab:ing the cuctomers to meet esoer,tial financi2g 

and ct!-,er corrti tr .er4:5.  TklS rate  will afford necesrrry rate f lrxibility 

for k;aSana P o w e r ' e  c o m ~ e r c i a l  ant indartrial cClltor.er8, and viil rerult in 

a3 ecor.or?ic bcrief l t  f o r  a l l  Ciarrer of Alabama Power curtorerr. 

TP.e Corrxi59ion f z r t h e r  fir,dr that t h e  Review Criteria ret f o r t h  in 

Raze tCR r,e?,sr-a:ize t ? .e  criteria utilized by the Com, i r r ?on  1:: ite rev iew 

of rprciai cor.tracts filed ur,der Code of Alabama ( 1 9 7 5 1 ,  Section 3 7 - 1 - 2 2 ,  

and finds that COZtLaCt6 between t h e  Company and ita o1igib:r commercial 

and inductrial customers which meet these criteria, a8 confirmed by 

Cormiesio:: staff review, may bo deemed approved UnlOBS exprerely 

disapproved by the C o m i r r i o n ,  all in accordance w i t h  t h e  te.?p8 of t h e  

ra:e. 

A 8  f c r z h e r  guidance t o  the C o ~ r i i r r i o n  Btsff and the Comp8ny i n  

assurxig t!-,at tf;e review Criteria are met, the comrierion notar the 

following: 
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Informal Docket U-3672 
Page 2 

?CR 8ha:l - Prrces charged to curtomers under Rat 9t be below the 
Company's incremental costs of providing rervice to tho curtomer'r 

location. Components o f  incremontal costs gonorally include 

production, power delivery, operation rnd maintenanco, rovonue taxer, 

promotioria: and adminirtrativo corta. The amount and magnitude of 

thoro incremental coctc are datorminod by rovorrl factoro, the m a t  
6 

important of which include the hours of the year that tho lord i o  

added to the Company's electric ryrtem and the maximam demand that tho 

curtomer places on the ryrtem (the 'loadohape"), tho numbor of years 

in the term of t h e  contrrct, and the cost of power delivery hook-up 

and app:icable revenue taxea at the location of the load. The colt-to 

rerve ratios in the Company's rervice extenrion policy ihall not apply 

to c o n t f ~ c t ~  under this rate  rchodule. 

- Contracts utilizing thie rate shall bo rupported by oconomic 

evaluations made in accordance with methodr rccoptcd by tho 

C~m~irrion, which df"8trate that pricing under orch contract will 

prorr\otc positive benefitr to a l l  rrtcpayers over the term of the 

contract. This eva?uation of orch contract rhall arreoo whether r 

load addition incresrpm the efficioncy of the power rystem, which 

dctonninos whether or not the load addition oxorti "downward prorrure 

on rateo" f o r  a:l of the CoItpany's cuotomerr (the 'Rate Impact Maarure 

Tort' or 'RIM'). To detormlno whother or not a now load addition 

parree the RIM to6t, the incromontal C o l t 0  of rerving the new load aro 

rubtracted from tho incromontal rovanuor t o  be generated from tha nov 
load accumulated over the duration of the contrrct t o m .  Tho 

rorulting difference im dircountod in recognition of tho tfmo-value of 

manoy to achieve a net present value of the lord rddition, Whon the 

net prorent value ir pO@itiVe, the RIM tort ham been prrred. 

- All of the Company'r cortr of fuel and taxom applicable to the 

contract shall bo rocovorod. Thir critorion roquiror recovery of at 

loart the ECR and 'Rato T billing ovor tho contract t o m .  
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Informal Docket U-3672 
Page 3 

Upor. examination of the filing, t h e  C O r f 5 1 1 6 ~ l O n  finds that it i r  in t h e  

public izterert t o  approve the rane. 

IT Is, TXEILtrORt, ORDERED BY TJU ~ I S S I O ~ ,  Thst t b s  new Rate FCR ar 

let out in the above-rtyled petition, be and the lame ir hereby approv8d. 

IT IS F U R T m R  ORDERED, T h a t  thir order be effective ar  of the  date 

hereof. 

wnt at Montgomery, AlabbmA this * day of April, 1996. . 

J i m  SullSivan, 
c 
'L -_ 

.- 
-//,hdLaI 3 .  nd- 

Charler B. Martin, Arrociate Comise ione r  

ATTEST: A True Copy, ._ 

53 



Q 

?.brUw 2 7 ,  1996 
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C " I ~  * I  

* ' ' d 4 r y  

:bb *CWJU 
4hydl78 

Alabama Public Service C m i r r i o n  
Port Office box 991 
Montgomery, Alabama 36101 

Re: Filing o f  New Plurible Contract Rata, Rate TCR . , 

Dear Commicoionerr: 
Pursuant to w e  of A 1  abama (1975)  , S37-1-61, tho  Company i m  filing - 
herewith thlzteen (13) copier o f  a new .Flrxible Contract Rate. 
Rate PCR (Flexible Contract U t e )  im rpplicablo to comrcia l  and 
h d U 8 t r h l  cu8tom.r~ who haw a need for flexibility in rates and 
mervice and who have an account t h a t  i r  no 1.8. than one 
(W),  Contractr under this rate mumt moat t h m  following cr taria 
to obtain Commirrion appro-1: 

-fawatt 
0 Prices charged ahall not k lerr th.n tho Company'. hcrrmental 

costa of providing memica to the conrumer'r location. 

Pricing under t h i m  rata rhall bo rtmctur8d to meet the  
con~umer~s rrquiruuentr whfla providing banefit. to a l l  other 
customer groups. 

0 Contract. utilizing this rate mhall ba supported by aconomic 
evaluations racognized by t h m  Commirrion to promoto a positive 
benefit to all ratepayers over the term of t h m  contract. 

Pr.matuke cancellation o f  my contract utilizing t h i s  rat. 
mhall'tequiro the cu8tom.r to p8y full compensation to tho  
Company am if service under t h e  contract wero k i n g  furnirhed 
under the Company's rtandard rat8 8ch.dulu. 

All of the Coolpany'8 cort8 of fuel and taxer rhall k rocovmred 
under the contract. 
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The filing o f  this rate i s  in furthuance of the Companylt on- 
going commitment to be rraponeive to t h o  needs of our comercia1 
and industrial cu8tomars the current rnvironmcnt of increased 
competitive presaureo on the Cutomerr as well am on A l W  Power 
company. In view of  the changer now occurring in the oloctric 
utility indumtry, it 1. imperative t h a t  Alrbama Powor bo able to 
provide service at competitiva rater, Tho Campany i r  presently 
competing on a daily basir f o r  srrvico to new and expanded 
indurtrial operations. Additionally, we aro receiving a rapidly 
increaring numbu 02 rrqurstr from . x i s t i n g  Frrdumtrial and 
cuannarcial curtomerr who need additional flaxibility in ordar to 
compote, often in national and international lauketa. Many of 
these customers have the capability and ate prepared to inatall 
solf-gcnsrrtion facilitior or, in ram0 cares, to close their 
Alabama operations and relocate to a nore economically favorable 
environment if they cannot obtain the flcxlbility thoy roquire from 
Al-a Power Company. Retention of those cumtomeru is crucial to 
Alabama Power in order t o  avoid 8trandcd invert", the cost  of 
which would be shared by remaining customers, 

Many of the Company's customers aro presently served under 
contracto which have beam approved by the Commiarion under Code 

In visw of tho  increasing compotiti% 
faced by the Company's cowpercia1 and indus tr ia l  curtomarm, i t  w i l l  
be necessary fo r  the company to enter i n t o  an increased numb- of 
the80 special contracts. Moreov~r, we havm ob8arv.d t h a t  
cuCtomeral nood f o r  PrUmpt approval o f  theso contractr ir rapidly 
increaeing, due to t h e i r  increasing need to mort  t i g h t u  financing, 
intrrnal approval and other dcadlinor. Cwrmtly, a lapse of am 
much ar two months can occur betwesn the t h e  a special contract i e  
executed by the part i e s  and the time Commirsion approval is 
obtained. 

Accordingly, Alabama Power has de8ign8d the Flaxiblo Cont rac t  
Rat., which will hot only afford rat0 Zlexibility to commercial and 
indurtrial cuctomus in neod of such, but will 8180 mtreamlina t h o  
approval process for t h m  contracts fncorgorating Rat. P a ,  Thi6 
rate contains t h o  c r i t e r i a  u t i l i z e d  by tho Commirrsion to roview 
spacial contracts under S37+22, Those crituia a r o  enumerated 
above. The rat. provider that  any contract  moethg all of these 
criteria shall be deomcd approvd within ten day8 of filing Ul088 
t h e  Commismion expraorly disapprovor tho contract within much 
period. Duing the ten-day period, t h o  Corpmirraion mtaff will 
reviaw and have the right to audit tho contract for conpliance 
with the abovo criterir. Tho Commission reviow of contractr under 
t h e  Flcxiblo Rate Schodulo thur will be no Iemm mtrfngont than 
reviewe under current proceduras. In view of the m o a t  incroamo in 
filing. of rpocial contracts in the noar future, the Flwcibla 
Contract Rate procoduro will reduce cansiduably the COzdSSion 
rtaff time and o f f o r t  fnvolved in the filing, r w i m w  and approval 
of these contractr. The Commirrionas proccdurar w i t h  respoct t o  
mintaining approved special contractr on file will bo t h o  .am0 ae 
those currently utilizmd for 8poci.l contract.. 

(1975), S37*22. 
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The imp lemen ta t ion  o f  the Zclwiblc C o n t r a c t  Rate thus will 
e n a b l e  the  Company t o  compete mora affectivaly while obtaining a 
more t i m e l y ,  but no l c r r  thorough, review by t h o  Commirmion. we 
havo observed t h a t  other utility companies in the louthumt have 
developed rates that are dooigned to maat tho.. gOal8, and t h i s  
rate will be valuable t o  the Company i n  mmting the challenge of 
t h e s e  cmpetitorr.  

For the f oregoing reasons, t h o  Company respectfully requarts 
t h a t  the  C o m i a r i o n  e n t u  an order approving the Flexible C o n t r a c t  
Rate proposed herein. 

Your. vary truly, 
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BY o r d e r  of t h e  A l & b ~ a  Public S e N L C e  
C k l r r ~ o n  d a t e d  
Docket t 

AVAILABILITY 

A v u l a b l o  i n  a l l  -8s  n r v d  fram thm intmrconruct& . y a m  of  ttu 
Coupany urd r q u l a -  by tha F3rFumr Public SUYLCI. Camuaaion.  

AgFlrcrblc t o  c o a m r u a l  and i n h a t r i a l  custaunrs whro thrro i a  a 
f o r  a w t l o n i l  rate  or  morv10. f l u u b r l i t y .  Applicrrtlon of  t h i s  r a u  
wall bo f o r  a c o n s m r  v b c h  has an account that  i a  no 1088 thm o m  
-.Watt (m) . 

Rrviow C t i h r r a  

E. ch 
r i l l  

Priams chum undor t h i m  r a t e  shall n o t  k loas thur thr 
campmyla r n u e " + r l  cost.  of providrng wrvioo to th CO-'I 

l o u t r o n .  

C o n t r a c t r  u t l l i r a n g  - 8  rate  m h r l l  k m o r t &  by o o o n a u c  
w a l u a t ~ o n a ,  mad. an accordmce w i t h  rrrthod. acceptmi by t h a  
Camusmion, that darerutrate that p r i u n g  undar u c h  c o n t r a c t  will 
pranot. a pesitLvo b m o f ~ t  t o  ill ra+rrpaymrr ovor tho M of 
c e n t t a c t .  

Prvru turo  crncella-on of m y  much c o n t r a c t  -1 w r m  
w t a m r  te pay f u l l  oarpuuat ion to thm a- uctrnt u i f  
r a t r s  undor a m d u d  rata m 3 H d u l m m  and c o n t r a c t .  -lid. 

ttn 

ttn 
th. 

thr -0 IClvzer Critaria to asmum mruiatrncy with tho p u b l i c  
Lntoreat.  Contract. rill k deand rpprovod t m  (10) days filrng 
rzth tho Camusmaon, d o a m  tho - m y  i m  n o t i f i o d  w i t b n  mch p u i o d  
h t  th. c o n t r a c t  i s  disapproved. 
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Effective f o r  April, 1996 ,  billingl 
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STATE G E m G I A  

I. INTRODUCTION 

Namehitle of respondent 

Name Bill Clay 

Title Rates and Research Specialist 

Telephone 404-656-6645 

There is currently an open docket before our Commission regarding Gulf Power 
Company’s petition for a commercial industrial service rider (Le., an economic 
development and load retention rate). The Research Division of the FPSC has been asked 
by our Commission to look at what other statedutilities are doing with regard to these 
types of rates. 

11. ECONOMIC DEVELOPMENT RATES: 

1. Recognizing that I’ll be asking you questions about load retention rates later, has your 
state adopted economic development rates‘? X Yes No 
If yes, continue. If no, go to section 111. 

The GPSC has not mandated a specific rate, but has had a series of hearings from which 
guidelines were developed. Certain tariffs have been approved by the GPSC. The GPSC 
was encouraged bv the Governor and the Governor’s Office of Economic Development 
to promote economic development. Also, Georgia Power has a section which works 
closely with the Office of Economic Development to encourage industry. 

2. Were economic development rates developed in response to a legislative mandate’? 

No, as a result of hearings. Also, time-of-use rates and some other load retention rates 
were in place prior to hearings (beginning in the 1980s). 

If yes, what specific statutory language was added (changed)? Please send us a copy of 
the statute. 

3. What was the justification for the adoption of the economic development rate? (circle 
answer(s)) 
a. Promote iob creation 
b. 
c. 
d. Other (please specify) 

Encourage expansion of existing industry 
Increase utilization of utility plant-Excess capacity available. 

4. Has the Commission adopted rules for designing economic development rates?- Yes 
- X No The GPSC has not adopted rules. but has guidelines in the attached order. 



5 .  Are the economic.development rates the same throughout the state, utility specific or 
customer specific? 
Utility specific-filed as tariffs by Georgia Power Companv, Georgia’s only IOU. 

6. What type(s) of utility companies offer economic development rate(s)? (circle answer(s)) 
a. Electric--1OUs 
b . Electric--Municipals and Cooperatives 

No GPSC ratesetting authority over muni’s and co-op’s. Georgia’s muni’s and 
co-op’s follow Georgia Power’s lead and have similar discounted rates. 

c.  - Gas 

7. Do economic development rates apply to a specific industry or customer type? 

Up to Georgia Power, but in practical terms, large commercial and industrial customers. 

8. Is there a minimum load size requirement for a new economic development customer 
taking service under an economic development rate? X Yes No 
If yes, what is the minimum? Tariff specific. However, no minimum for iob creation 
rider. 
Is the minimum defined in terms of peak or connected load? Connected. 

9 .  Do the contract terms include any of the following: 
a. Out-clauses 
Explanation Each schedule differs. Generally speaking, contract is for a specific Deriod 
( 5  years for economic development) and there is a penalty for early withdrawal. 
b. Renewal provisions 
Explanation Contracts are generally renewable. 
c. 
Explanation 5 year maximum contract length for economic development. 
d. 
Explanation Not up to this point. With the exception of Georgia Power’s modernization 
rider which has a reduced discount each year of the contract. 
e. 
Explanation Not required. 

Maximum or minimum contract length 

Phase out of discount over life of contract 

Participation in conservation and load management programs 



10. Is the economic development rate offered under: (circle answer) 
a. Tariff 
b. Special contract 
c.  Combination of tariff and contract 

Tariffs medominantly . then customer signs a contract which states the sDecifics and 
term. Georgia Power has recently been given authority to file special contracts; one 
has been filed (load retention), but has not yet been approved. PUC has 60 days to 
approve. 

11. To what rate element(s) does the economic development rate apply? (circle answer(s)) 
a. Customer charge 
b. Demand charge 
c.  Energy charge 
d. Other Varies by schedule. May discount total rate base bill which includes A. B 

& c .  

12. How is the economic development rate determined? (circle answer) 
a. Negotiated from incremental cost 
b. Flat percentage discount from firm rates 

In the case of Georgia Power’s Job Creation Rider, discount percentage is based on 
the number of iobs created. 
Incremental cost plus percentage contribution above incremental 
Incremental cost plus a minimum transmissioddistribution cost 

c. 
d. 
e. Other 

13. Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? If so, are these subject to discount? 
All add-ons (fuel clause) are considered Dart of incremental cost and are covered by the 
rate. No discounts below incremental cost. No harm to any other customer is allowed. 

14. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the economic development rate? (i.e. another power source, relocation 
opportunities, etc.) 
- No. 
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15. Is there a-formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the economic development rate? (circle 

a. Customer 
b. Utility company 
c. Public service commission 
d.  Other 

, answer) 

In the case of Georgia Power’s job creation rider, the customer must estimate the number 
of jobs created before a contract is signed (discount percentage is based on the number 
of jobs). The utility may verify this at any time throughout the life of the contract with 
the Department of Labor. PSC studies total number of iobs created. 

16. If a formal assessment is made, when is it conducted? (circle answer) 
a. 

b. Contracthariff renewal date 
c. Other (please specify) 

Prior to contracthariff inception-Utilitv can also follow up throughout the life of the 
contract. 

17, Are there any utility reporting requirements regarding economic development rates? 

If no, go to question 21. 
X Yes No 

18. What is required to be reported? 
Explanation See attached Order #46-22 for suecific information. Filed as a part of the 
monthly surveillance report for the Job Creation Rider. 

19. How often must this information be reported? (circle answer) 
a. Quarterly 
b. Semi-annually 
c. Annually 
d. Other--Monthly 
Explanation Filed as part of monthly surveillance report for the Job Creation Rider. 

20. Is any or all of what is reported considered confidential? 

Certain information. such as the name of the customer is held confidential, however GPSC 
staff can EO to the utility’s headquarters to study the information. 

X Yes No 



~ 

21 

22 

Does you; Commission assess the impacts of the economic development rates'? 
example, in terms of employment and/or load building? 

Explanation The GPSC examines the number of iobs created by comuanies contracted 
under the Job Creation Rider. 

For 

X Yes No 

How is the difference in revenue collected under standard rates and under discounted 
economic development rates treated? 
a. 
b. 

Recovered from the general body of ratepayers? 
Recovered from the customers within the rate class which is eligible for discounted 
rates? 
Recovered "below the line" from stockholder earnings? c.  

d .  Shared by ratepayers and stockholders? Explain 

Mr. Clay could not respond because there has not yet been a rate case. (Last Georgia 
Power rate case in 1992.) However, in his opinion. the difference would be recovered 
from the customers within the commercial and industrial classes. 

23. Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 
See attached. 



111. LOAD. RETENTION RATES: 

1. Has your state adopted load retention rates? X Yes No 
If yes, continue. 
Mr. Clay qualified his answer to say that the state had approved load retention rates 
[rather than adopted). Also, Georgia Power’s time-of-use and real time pricing tariffs are 
considered load retention tariffs by the Commission. 

If no, go to section IV. 

2. Are the answers you gave in the section regarding economic development rates identical 
to those you would give for load retention rates? Yes X No 
If yes, go to section IV. If no, continue. 
Georgia Power has iust received the authority to file special load retention contracts. One 
has been filed, but has not yet been to hearing. GPSC must act to approve or disapprove 
within 60 days. 

3. Were load retention rates developed in response to a legislative mandate? No 
If yes, what specific statutory language was added (changed)? 
Please send us a copy of the statute. 

4. What was the justification for the adoption of the load retention rates? (circle answer(s)) 
a. Retain existing jobs 
b. 

c. Retain existing industry 
d. Other (please specify) 

Maintain utilization of utility plant 
Georgia Power currently has excess capacity, 

5 .  Has the Commission adopted rules for designing load retention rates? - Yes No 
There are no written guidelines, but the utility has been encourage bv GPSC to offer load 
retention rates. The GPSC approves rate conditions submitted by the utility. 

6. Are the load retention rates the same throughout the state, utility specific or customer 
specific? Utility specific in the form of tariffs. However, Georgia Power has also 
recently been given the authority to offer special contracts. 

7. What type(s) of utility companies offer load retention rate(s)? (circle answer(s)) 
a. Electric--1OUs 
b. Electric--Municipals and cooperatives 
c. - Gas 

8. Do load retention rates apply to a specific industry or customer type? 
Up to Georgia Power, but in practical terms, large commercial and industrial customers. 



9. Is there- aminimum load size requirement for the existing customer taking service under 
the load retention rate? X Yes No 
If yes, what is the minimum? Tariff specific. 
Is the minimum defined in terms of peak or connected load? Connected. 

10. Do the contract terms include any of the following: 
a. Out-clauses - Explanation: Penalty for early withdrawal. 
b,  Renewal provisions - Explanation: Renewable. 
c. 
d. 
e .  

Maximum or minimum contract length - Explanation: 
Phase out of discount over life of contract - Explanation: 
Participation in conservation and load management programs - Explanation: J&t 
rewired. 

Yes, varies per schedule. 
No. 

11. Is the load retention rate offered under: (circle answer) 
a. Tariff 
b. Special contract 
c. Combination of tariff and .contract 

12. To what rate element(s) does the load retention rate apply? (circle answer(s)) 
a. Customer charge 
b. Demand charge 
c. Energy charge 
d.  Other Total bill may be reduced by Darticipating in real time pricing;. 

13. How is the load retention rate determined? (circle answer) 
a. 
b. 
c . 
d. 
e. Other (please specify) 

Negotiated from incremental cost. Must at least cover incremental cost. 
Flat percentage discount from firm rates 
Incremental cost plus percentage contribution above incremental 
Incremental cost plus a minimum transmissioddistribution cost 

14. Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? X Yes - No If so, are these subject to discount? Y e s X  No- 
All clauses are covered by rate because they are considered part of incremental cost. 

15. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the load retention rate? (i.e. another power source, relocation opportunities, 
etc.) 
One time-of-use schedule addresses this. Also, Atlanta Gas and Light has a rider in which 
a gas customer must Drove they have an alternative (affidavit filed with GPSC) on a 
monthly basis in order to Qualify for a discount. 
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16. Is there a-formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the load retention rate? (circle answer) 
a. Customer 
b. Utility 
c. Public service commission-in the case of Atlanta Gas and Light. see question 15. 

17. If a formal assessment is made, when is it conducted? (circle answer) 
a. Prior to contracthariff inceDtion - on a monthly basis in the case of Atlanta Gas and 

Light 
b.  Contracthariff renewal date 
c. Other 

18, Are there any utility reporting requirements regarding load retention rates? 
X Yes No If no, go to question 23. 

19. What is required to be reported? 
Explanation See order from docket 41-77. 

20. How often must this information be reported? (circle answer) 
a. Quarterly 
b. Semi-annually 
c. Annually 
d.  Other Explanation Monthly. Filed as Dart of monthly surveillance report. 

2 1. Is any or all of what is reported considered confidential? X Yes No 
Some information is held confidential on special contracts. None is held confidential for 
Atlanta Gas and Light rider. 

22. Does your Commission assess the impacts of the load retention rate? For example, in 
terms of employment and/or load retention? X Yes No 
Explanation: The impacts of Atlanta Gas and Electric's retention rider is fully discussed. 
Also, Georgia Power's load retention efforts are discussed as a Dart of each rate case. 

23. How is the difference in revenue collected under standard rates and under discounted load 
retention rates treated? 
a. 
b. 

Recovered from the general body of ratepayers? 
Recovered from the customers within the rate class which is eligible for discounted 
rates? 
Recovered "below the line" from stockholder earnings? c. 

d. Shared by ratepayers and stockholders? Explain Mr. Clay could not respond to 



thl's-question because there has not been a rate case yet. However, in his oDinion, 
answer B. will aPply. 

24. Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 

See attached. 
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IV. INITIATIVES FOR FUTURE LOAD RETENTION OR ECONOMIC 
DEVELOPMENT RATES 

1. Are you aware of any other activity by any of the following groups with regard to 
these rate types or economic development issues? (circle answer) 
a. Public service commission 
b. 
c.  Legislature 
d. Other 

Gas or electric company (petitions) 

There is ongoing work on industry retention by the Office of Economic 
Development. 

Please send any available information on these initiatives. 

None sent. 
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FIRST StrPPLEnwTU m R  

IN RX: Iconomic Dmvmlapmmt Iacsntfve Policy (EDIP) 

Record Submitted: June 2 1 ,  1994 Decided: 6.ptcnb.r 6,1994 

I 

Septamber 1 2 ,  1995 October 3 ,  1995 

O? M 

- John E. Bonnelly, Asrietant Attorney Cvlcral 
David L. Buryesb, Director, R a t e s  and Research Section 

OP =- eQQmEu 
Jim Hurt, C o n e d r s ’  Utility Counsel 
Jeanette He1 1 ingrr 

Douglam L. Xillar, Attornmy 
R o b e r t  P. W i l l i - 8 ,  IX, A t t o m y  
diman Uilkemon,  A t t o m y  I I ‘  

, ’ ,  

I , y a m a n  R. Holliday, 1x1, Attorney 
I I 

or w 
L! Craig Dowdy, A t t o n w y  

I 
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Robart J. Middletan, JT. ,  f i t to rn iy  
L. Clifford k3ans, Jr., Attorney 

01 p 
E .  meeman Levere t t ,  A t torney  
Robert P. U v a r o t t ,  'Attorney 

Randall D. Quinteell, i Attorney I '  
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I 

0. . I  

Peyton S.  Rave., Jr., A t t o r n o y  

David A.  wEcormi+, Attorney 
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hlr Bqan Estche:, Macage: 
h p ! a t a ; y  Affa.rs 
Georgia Pwc Compen) 
Bin 10230 
333 Piedmont Avc , hZ 
Atlanta, G.4 3Cc338-3374 

IN RE Docket N o  4622-C Gccr@a Pouer Ccnij-anj't App!ica:ion f?: 1:eneua.l a f rhc  l o b  
Creatior, h d e r  (F.1~2 6'1 9 '96) 

Deer hlr Ficc5e1 

The Conurissian comidered the aboi'c cited applicztion and rpprowi  :he renwd and 
ex:nsion of :he Job Creation Rider for an rddirional two (2) y c a n  slrbject 10 an expiration date ?!- 

Augdn 3 ,  !9G8 

Dove Brkn 
Ex- Sccretky Chi tman  

cc. Jim Hurt, C o w m e n '  Utilny Cwnsel 
.. . -  





Docket No. 4622-U 
Mr. Douglas E. Jones 
Xanager, Regulatory A f f a i r s  
Georgia Pover  Company 
P.O. Bcx 4 5 4 5  
Atihnta, GA 3 0 3 C 6  

Dear M r  J o n e s :  

I n  its ASrlnlstrat'vc Se5s:on on August 3 ,  1953, the Coxn..~:ssis- 
cc-.s;dcred t h e  abcve cite3 prcposed rates and apprc- .?ei  same rubjczt te 
t h e  fc;;o.-';n5 condizaons: 

1. R i d e r  sha:: be approved a s  f i l e d  on an ir.terly basis. 

2 .  T h e  C o m i s s i o n  .hall i n i t i a t e  a con~rehensive garer;= 
procoeding designed to establish a u n i f o r s l  state pc!i;y 
r e g a r d i n g  economic developnent i n c e n t i v e s  for all 
utilities under its regulatory jurisdictior d u r i n g  this 
i n t e r i m  period. 

Thic R i d e r  shall automatically expire a t  the time the 
Conmission implements it. new found policy a d o p t e j  as a 
result of the &forementioned generic proceedings. 

3 .  

4 .  In order t o  monitor the effectiveness of the Rider 
during this interim period, GPC ohall 8ublnit the 
folleving information to the Commission and Consumers! 
Utility counsel on a monthly basis for a l l  custoncrs 
qualifying for tho proposed R i d e r :  

D o c k e t  No. 4622-U 
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b. Location of facility & * p e d .  

C. Few eu+tomers - nuhber of jobs crrated. 
Existing customers - number of jobs  prior to 
R i d e r ;  number of jobs af ter  receiving R i d e r .  

d .  Average  wage l e v e l  f o r  newly created jobs .  

e .  -vel of d i s c o u n t  prov ided  (lOt-25%), 

9. Rate r c S e d u l c  discount applied. 

h .  Ne; customers - Xk'H usage.  
E x i s t i r . g  c u s t m e r s  - KWfj usage  before a n d  a f t e r  
r e c e i v i n g  Rider, 

G e c r c i a  P c - e r  Ccr.pany shall file aFFrcpriate revise? tariff p a 2 . e ~  
r e f l e c t i n g  t? .c  ; rc . : is ions cf th i s  Order. 

--- - -  
i - I  '2-f sc ,or. 

M a c  S a i b c r  Acting E x e z u t - v e  S e c r e t a ? :  Chairnan 

V A L  L L v 
C C :  Nancy G. G i t s o n ,  CL'C 

Docket No. 4622-U 
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July 13, 1993 Via Hand -Delivey 

Commissioner Mac Barber 
Chauman 
Georgia Public Service Commission 
244 Washin$on Street, SW 
Atlanta, Gcorgla 30334 

Dear W .  Chairman: 

Georgia Power filed, for Commission consideration, its Job Crea!ion Rt-jer c-, 
June 15. 1993 with a proposed effective date of July 20, 1993. The Staff has 
requested the Company to ertend the tariffs proposed effective dare so that the 
Staff could be prepared to present the tariff at the next Energy Committee mee!ing 
and subsequent AdminJstratrve Session, which is currently scheduled for August 
3rd. 

To support the Commission Staff as it analy2es the rider, the Company is 
extenS7g the proposed effectwe date of the tariff to A u g s t  4 .  1993 Altact-eg are 
revised tarif( sheels for the Job Creation Rider reflettifig the new p r o p x e d  efleztive 
dale 

Piease cal! if I may answer any questions 

SI n cerely. 

At !ac h m e nt 

xc CommissimRobeRB Baker Jr. 
Gommksioner Bob Outden 
Commnebner Robert C. Pifford 
Commissioner Robert A. Rowen 
Nancy Gibsm, Cortsumers' Utirrty Counsel 
B e v  Kmwles, Georgia PubbC S e w  Commission 
David Burgess, Georgia Public SeNics Comm:won 

I 

a i  



GEORGIA POWER COXPAAT 

Job Creation Rider 
SchLdule 'IC. I - 

Admintnntion Fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20 00 

DISCOLh7 FACTOR. 

fa q r o p n i t e  discount factor from Lhc ublr belou. will k . p p l i d  io lncnmcnJ & r e  (%:on-Futl> Re\ mues' 

P a H - n D d  
Adding I b 9 lobs .......................................................................................................... IO4 

W i n g  10 IO 19 Job,. ................................................................................................... 15 9 

AddingX)or M c m l o b r  .................................................................................................... 10% 

-6 1.1 8 



Job 
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I 
GEORGIA POWER COMPANY 

Job Creation Rider 
SChrdub 'JGl' ('RevrseQ: 

, ; '  

. ' .  

'. .I 
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GEORGIA POWER COMPANY 
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( $ 0 0  b 00 

$ 4.80 

$500 .00  . 
$ B.00 
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SAVANN#;H ELECTRIC AND POWER COMPANY 

ECONOMIC DEVELOPMENT INCENTWE RIDER 

SCHEDULE u>r-1 
I 

AMOUh7 O f  ECONOMIC D W b M E h 7  C N C E m :  

9 1  
A f 27 



BE F l N m  ON S: 

1 W S  AND COHMnONS: 
I 

, I  
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Son-ice under t h i n  Schedule ro  avarlable to W t S D Y r m  c7g.ged the  
w u f a c t w i n g  procclrr At dirwuntod  or fnoentiw r8ter .  To be eligible f=r 
IONACI under thir rchedule m r d n  &tic" must bo mot by -0 a m t a a e z .  
O x z o t ~  mrt-rr re-d under Uto-SLer rat0 Be)ledule to be aligibie for 
I O N L C ~  d e r  t h i n  r 8 t O  achobrrle u t  contract for B u f f i c i r n t  nAtur8l gas 
d e " d  t o  produce an increme  in -ti= of 13S,OOO C& rpnuilly.  New 
W t a a a f a  rcrvcd under -6  rate 8 c h h W e  to bo eligLble m u t  cmtraet for 
8 t  ~ O b B t  770,000 C C f  m U l : y .  

This Schedule &I &tended to a l l w  t h e  Caplpany to oZFer incent ive  or 
discaunt type rate0 designed to enhance the C m a n y ' r  - t u n  u t i l i r a c i o t .  
while enemragsag in&aotrial bvelopourc  wfthln the Conpury'o e e m s c e  
areas.  

To receive ~LNICC under t h a n  rate schedule, tho c u r t a n r ' r  n i t t c n  
applicauon to the C a a p u r y  8-11 include ruificieat infozoutiar to pemut 
+he Coprpany to determine the mrtarmr'r 01igiba:ity. 

w ~ f y s n g  cemwqtroa n h l l  result fran m i n c r w e  in bummess actrvrty 
urd nst  -rely fraz tha retumptfoa of noma1 operatime following a pecsod 
of abaorsul operatmg cand~tron8. If In the Ccorpu?r'r Q p x p I m  LD hbnorrrra? 
opcrrting period h.0 occurred an a result of  trike, equipaont failure, or 
any othor a h o r m d l  cQDCLtron during clw tmlve (12) month period p r i o r  to 
the  date  of  the applrcatzan by t h e  cu8tw.r for OON;W mdar thro rate 
mchadule, the CarrpMy .hall r d > U m t  t h o  Nrtosrer'r c e n s w p t i o n  to elmunate 
m y  rboro-1 cmbrtlot. 7%a Capprny throu* w e  ot hretorrul  data rh.1:. 
determine . b e  Load' for o u r t i r r g  m a r t ~ ~ e r m  Volumoa u r d  in ~ e c o o r  of 
'Bame Lead' rhall be conridmred 'Qualifyrag Cmsuapt~m. m d  eligible under 
thrr rch.du?e. Leads which are or have be- m e m d  by the c s y  w a g  
dl or p u t  of the t=l= (13) mth poriod prror to rervice unhr t h i m  
rate  schedule, rad vhch u e  relauttd t o  mothor  mtoraag po int  r i m n  t h e  
m a n y ' r  n N i C e  u a a ,  -11 not quality f o r  thrr rate 8ch.Qile 

The existing faeilitiom of the C - m y  mrt be a&cpata in cho judgement of 
t h e  C w u r y  t o  rugply the new or W d c d  -turd gar mtquiraments. T'L 
mmtruction O f  Dew or e q m d r d  local fbciliti.8 by the C w m y  i r  
roquirod, tha c u m t a m =  m y  k r e q u i d  to u k e  Contribution i n  Aid of 
Conrtruetiotr for  cho i ar ta l l ed  e" of BU& facalatier. Tha Caarpany will 
.valuate t ho  cu8taaer"o reqwst  for r e ~ a e m  and dotormine the neeerricy 



Schadule 866:  All Sewice  m a s  (Cantinued) 

of a c o n t r a b u t i a r ,  far  curutnzction of frcLlities bawd on *he Oxtenrim of 
S e m c e  p - r i a u  of the CZMeral Tarma rrrd Condations of t h e  C w s n y ' s  
fAled u t r f f .  The Caorprny -11 revfew cbe CurEcmer'r c o a r w t i a  rack yrsr 
t o  d e t e ~ r a e  whchmr t h e  C u a t w r  hu fulfilled theAr projacted usage 
requimwnr to rema- eligible fer #emice undsr thio rate 8ehabule. 

A m n t h l y  Cult-r charge of t 1 0 0 . 0 0  Le -le t e g a W t r s  02 che u# of 
9.r. 

*.e following adjur-nt fac tor8  r i l l  be applied to the .Q&difyinQ 
Cmrmpt in '  aad based em the rate schedule whrch WOulC w l y  to the 
=s:-r rboeat t h i o  race fichedule. 

18: Rvough 12th  
13c.h Through 34th 
2 5 * h  'Ihrough 3 6 t h  
36th Through 49th 
U t t r  48 Mmth 

nt Parte r 

co.oo* 
7 0 . 0 0 )  
00 * 00% 
90.00* 
100. O O t  

rht d n a u m  aa~thly bill aha l l  k the  Curtaner --e. 

k c h  m t h l y  bi:l for r o r v i n  io &e rhrn -red at the rate .hovn rbovr 
wad -11 be pArd in f u l l  at r a y  off ice  of  the C q a n y  w i t h i 0  fifteen (1s) 
days f- t h e  &ate wi ld  or otherrrme *liverad. 

1 
Ianrcd by Gene C. )I#", PmaXbrnt 
Date Immued: Fmb- 7 ,  2991  

I f f r c t a w  Date: J u l y  7, 1994 
94 
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9chadul.t 8 8 0 :  All S e r v i c e  Arrrs (Caatinued) 

If m y  W e $ ,  arceiee or other new or bddi t ioru l  civce# are hereafter -red 
againat -my and/or the - m y  f rm h a r p  they purchare the g u ,  or 
transportatim or  male of gar QlL-rrble h c r m h r ,  mu& t u  ox t m r  u o  
t o  k rrl.mbur8.d by Wtcmer t o  -spy. Howemr, a2  Cu.tc=er doer mt pay 
auch tu or t w o ,  t h i s  -=.et m y  k canrmlled by Cocapapy u 02 date mch 
wc or e-8 ffrrt w l y .  

Bills for memice u c  arbjcct to ad!urunurt f o r  chmger in t h e  ~ 0 6 t  of 
purcharod gar m accordaact rith the pruvirimo o f  the Pur- k o  
A ~ ! U S ~ F I M ~  R r a r  f i l e d  a8 part of each of tha rate s&.e3ulea of  t h e  C m q  
w i t h  t h e  Georgia Public Service  C m ~ r s i a n  and a y p r m d  by such C m r o i m  

S e m c o  und.or t h i o  rchodu:. m y  bo eurtrflod Fa -le,  or 19 put, by C m  
at  m y  zrw when neet66ary i n  t h e  )udgaent of C y y  t o  protscr  8aIpIce f o r  
o r m n t ~ r l  W needs r u a  am retriduiceo, hospi ta ls ,  fichoolr, h s t i t u t w  
md o o o m t i a l  burnrorer ,  or by rearoa o f  m event of Zorce majeure, or t o  
f a c i l i t a t e  Caapany'a camplimct with a rza i l r runc  or l o a d  casual p l m o  
rgpruved by the  Gtotgra Public Service Ccuuusaio3 or by .ny g o v c m a n n t a l  
b d y  or agency havulg j u r r s & c t i o n  w i t h  respect to C o m p m y  or t o  C q a n y ' o  
8 W : i e Y S .  
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STATE MISSISSIPPI 

I. 

I1 # 

1. 

2. 

3. 

4.  

INTRODUCTION 

Nameltitle of respondent 

Name Bob L. Marsh 

Title Manager of Financial Modeling 

Telephone 60 1-96 1-5488 Fax 601-961 -5804 

There is currently an open docket before our Commission regarding Gulf Power 
Company’s petition for a commercial industrial service rider (Le., an economic 
development and load retention rate). The Research Division of the FPSC has been asked 
by our Commission to look at what other stateshtilities are doing with regard to these 
types of rates. 

ECONOMIC DEVELOPMENT RATES: 

Recognizing that I’ll be asking you questions about load retention rates later, has your 
state adopted economic development rates? 

X Yes No 
If yes, continue. 
If no, go to section 111. 

Were economic development rates developed in response to a legislative mandate’? 
Yes. Authorization to allow special contracts MS Code 77-3-35 (a). (b) and (c). These 
3 sections were added in 1995. 
If yes, what specific statutory language was added (changed)? Please send us a copy of 
the statute. MS Code 77-3-35 (a). (b) and (c) 
Prior to 1995, Mississippi allowed special contracts for certain industrial customers 
namely large manufacturers. During the last 15 years, there were a few special industrial 
incentives, but these have been Dhased out. 

What was the justification for the adoption of the economic development rate? (circle 
answer(s)) 
- a. Promote iob creation 

- b. 
- c. 
d. Other (please specify) 

Encourage expansion of existing industry 
Increase utilization of utility plant 

Has the Commission adopted rules for designing economic development rates? 
Yes X No 



~ 

5 .  

6. 

7. 

8. 

9.  

terms are negotiable. 

a. Out-clauses 
Explanation Yes. A customer could back out by paying a minimum dollar amount based 
on the remaining number of years in the contract. 
b. Renewal provisions 
Explanation Yes. Contracts are negotiable. Some contracts are automaticallv renewed 
unless there is notification by the customer. 
c. 
Explanation Yes. Contracts are negotiable. Most contracts run between 5-15 years. 
d. 
Explanation No contracts reviewed to date have included such a clause, but all contract 
terms are negotiable. 
e. 

Maximum or minimum contract length 

Phase out of discount over life of contract 

Participation in conservation and load management programs 

Are the economic development rates the same throughout the state, utility specific or 
customer sDecific? 
Utilities are allowed to negotiate terms with their customers. 

What type(s) of utility companies offer economic development rate(s)? (circle answer(s)) 
- a. Electric--1OUs 
- b. Electric--Municipals and Cooperatives 
- c.  Gas 

Do economic development rates apply to a specific industry or customer type? 
In Mississippi EDRs apply to specific industries and customer types. 

Is there a minimum load size requirement for a new economic development customer 
taking service under an economic development rate? 

X Yes No 
If yes, what is the minimum? 
Electricity - 2500 megawatt hours per year - minimum annual consumption 
Natural gas - 8,500,000 cubic feet per year - minimum annual consumption 
Is the minimum defined in terms of peak or connected load? For new customers 
minimum consumDtions are estimated by the utility prior to signing a contract. 
Estimates are verified after a customer has developed a consumption history. 

Do the contract terms include any of the following: 

Explanation No contracts reviewed to date have included such a clause, but all contract 
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10. 

11. 

12. 

13. 

14. 

15. 

Is the economic development rate offered under: (circle answer) 
a. Tariff 
- b. SDecial contract 
c. Combination of tariff and contract 

To what rate element(s) does the economic development rate apply? (circle answer(s)) 
a. 
- b. 
- 

C. - 
d. 

How 
a. 
b. 
C. - 
d. 
e. 

Customer charge 
Demand charge 
Energy charge 
Other 

is the economic development rate determined? (circle answer) 
Negotiated from incremental cost 
Flat percentage discount from firm rates 
Incremental cost plus Dercentage contribution above incremental 
Incremental cost plus a minimum transmissioddistribution cost 
Other 

Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? If so, are these subject to discount? 
Yes. A fuel clause is included in standard rates. 
Clauses are not subject to discount. 

Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the economic development rate? (i.e. another power source, relocation 
opportunities, etc.) 
The customer is not required by the MPSC to state any alternatives. However, within the 
context of utility and customer negotiations, alternate Dower sources are discussed. 
Customers tyDically provide a study to the utility that shows Dossible alternative sources, 

Is there a formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the economic development rate? (circle 
answer) 
a. Customer 
- b. Utility company 

The MPSC has access to the information described in response to question 14. but 
the MPSC does not conduct a formal assessment of customer claims. 

c. Public service commission 
d. Other 



16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

If a formal assessment is made, when is it conducted? (circle answer) 

- a. 
b. Contracthariff renewal date 
c. Other (please specify) 

Prior to contracthariff inception 

Are there any utility reporting requirements regarding economic development rates? 

If no, go to question 21. 
Yes X No 

What is required to be reported? 
Explanation 

How often must this information be reported? (circle answer) 
a. Quarterly 
b. Semi-annually 
c. Annually 
d. Other 
Explanation 

Is any or all of what is reported considered confidential? 
Yes X No 

Does your Commission assess the impacts of the economic development rates? For 
example, in terms of employment and/or load building? 

Explanation The State DeDartment of Economics and Commercial Development performs 
this function outside of any MPSC regulatory action. 

Yes X No 

How is the difference in revenue collected under standard rates and under discounted 
economic development rates treated? 

- a.  
b. 

c. 
d. Shared by ratepayers and stockholders? Explain 

Recovered from the general body of ratepayers? 
Recovered from the customers within the rate class which is eligible for discounted 
rates? 
Recovered "below the line" from stockholder earnings? 

Please forward any material that would allow us to compare your rate(@ to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 
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111. LOAD RETENTION RATES: 

1. Has your state adopted load retention rates? 
X Yes No 

If yes, continue. 
If no, go to section IV. 

2. Are the answers you gave in the section regarding economic development rates identical 
to those you would give for load retention rates? 

X Yes No 
If yes, go to section IV. 
If no, continue. 

3. Were load retention rates developed in response to a legislative mandate? 
If yes, what specific statutory language was added (changed)? 
Please send us a copy of the statute. 

4. What was the justification for the adoption of the load retention rates? (circle answer(s)) 
a. Retain existing jobs 
b. 
c. Retain existing industry 
d.  Other (please specify) 

Maintain utilization of utility plant 

5 .  Has the Commission adopted rules for designing load retention rates? 
Yes No 

6. Are the load retention rates the same throughout the state, utility specific or customer 
specific? 

7 .  What type(s) of utility companies offer load retention rate(s)? (circle answer(s)) 
a. Electric--1OUs 
b. Electric--Municipals and cooperatives 
c. Gas 

8. Do load retention rates apply to a specific industry or customer type? 

9 .  Is there a minimum load size requirement for the existing customer taking service under 
the load retention rate? Yes No 

If yes, what is the minimum? 
Is the minimum defined in terms of peak or connected load? 



10. Do the &tract tefms include any of the following: 
a. Out-clauses 

Explanation 
b. Renewal provisions 

Exp 1 ana t ion 
c. Maximum or minimum contract length 

Explanation 
d. Phase out of discount over life of contract 

Explanation 
e. Participation in conservation and load management programs 

Explanation 

11. Is the load retention rate offered under: (circle answer) 
a. Tariff 
b. Special contract 
c. Combination of tariff and contract 

12. To what rate element(s) does the load retention rate apply? (circle answer(s)) 
a. Customer charge 
b. Demand charge 
c.  Energy charge 
d. Other 

13. How is the load retention rate determined? (circle answer) 
a. Negotiated from incremental cost 
b. 
c . 
d. 
e. Other (please specify) 

Flat percentage discount from firm rates 
Incremental cost plus percentage contribution above incremental 
Incremental cost plus a minimum transmissioddistribution cost 

14. Do standard rates include non-base rate charges or cost recovery clauses for items such 
as fuel? - Yes - No If so, are these subject to discount? - Yes - No 

15. Is the customer required to state any alternatives to taking power from the utility in order 
to qualify for the load retention rate? (i.e. another power source, relocation opportunities, 
etc.) 

16. Is there a formal assessment by any of the following parties to determine the validity of 
the claims for the rate discount offered through the load retention rate? (circle answer) 
a. Customer 
b. Utility 

.. ' 
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c. Public service commission 

17. If a formal assessment is made, when is it conducted? (circle answer) 
a. Prior to contracthariff inception 
b. Contracthariff renewal date 
c.  Other 

18. Are there any utility reporting requirements regarding load retention rates? 
Yes No If no, go to question 23. 

19. What is required to be reported? 
Explanation 

20. How often must this information be reported? (circle answer) 
a. Quarterly 
b. Semi-annually 
c. Annually 
d. Other 

Explanation 

21. Is any or all of what is reported considered confidential? Yes No 

22. Does your Commission assess the impacts of the load retention rate? For example, in 
terms of employment and/or load retention? 

Explanation 
Yes No 

23. How is the difference in revenue collected under standard rates and under discounted load 
retention rates treated? 
a. 
b. 

c. 

Recovered from the general body of ratepayers? 
Recovered from the customers within the rate class which is eligible for discounted 
rates? 
Recovered "below the line" from stockholder earnings? 

d. Shared by ratepayers and stockholders? Explain 

24. Please forward any material that would allow us to compare your rate(s) to 
ours. For example, tariff sheets, Commission orders with specific rate language, 
rate implementation or reporting standards, etc. 
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IV. INITIATIVES FOR FUTURE LOAD RETENTION OR ECONOMIC 
DEVELOPMENT RATES 

1. Are you aware of any other activity by any of the following groups with regard to 
these rate types or economic development issues? (circle answer) 
a. Public service commission 
b. 
c. Legislature 
- d. Other DeDartment of Economics and Commercial Development 

Gas or electric company (petitions) 

Please send any available information on these initiatives. 



,,uthorizing such a l e ,  lene,  assignment or transfer u 

t l O r U  u it may prcurribe. 

howover, the commiseion may hear any un 
that the public interest will be eerved thorob 

caw i f  i t  deterrr.ines 

Mcndmrnt Noto- 
The IDS4 m e n d n r n t  r e v i d  Lha hr8t para 

9iC1: m u 6  approve a u l c  9r trrnafer o f  Dcmn 

Crwarrfsre ,* 
L'drvful n , 4 ,  IC-, rurp"nt or tr 

clu(f;. tbr: tb6 Public k M C e  Cornm;, 

udity property dmrribd in L h l b  -(on, 8~ 
p 77.345. 

e, lema, assignment or transfer of ctnificate 

4 77-5-35. Regulation of rater and charger generally; approval of 
ceratin contrnctr  of utilities: regulat ion of prorigion of Lelecom- 
munication rcrviccr; adoption of a l k r u r t i v o  method, of regula- 
tion. 

(1) Subject to the provisions of r u b c t i o n  (2) of thir Hetion. under ruch 
rrnronrble rulei and rcpuIationo as the commission may prescribe, cvery 
public utility, the  nteo  of which are oubjm to reguhtion undcr the privi. 
d o n s  of this article, shul: file with the c ~ m m i f ~ i o n ,  within cuch t h e  and in 
such form no the commislon may desigmte, uhedulcr rhowing 11; rates and 
c h r g e r  tnobluhed by it and co1lect.d and enforced, or to be collected or 
anforced within the jurirdiction of the commirrion. Tho utilitr shall keep 
copies of ruch  schedules, open to  public inrpection under ruch reasonable 
rules and regulation!; a8 the commission moy premibr. 

No ouch public utility shdl diroctly or  indiroctlp, by any devi- whatso- 
ever, or in urywiu, chuge,  domrnd, collect or receive from any perron or 
corporation for any wrrricc r endc rd  or to be rendered by ruch public utility 
a greater or 1- compenrtion than that prcbvibed in tho mchodulu of ruch 
public utility applicable therote then illcd in tho manner providod in this 
eection, m d  no person or corporation shall roceivo or accept any rcrvicc fro= 
any ruch public utllity for a cornpeavtion greatcr or leu than prescribed in 
such 6chedulu. 
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B 77-3-35 
. -  . Ltilitiee of t he  same type a6 hcreh covered, ccgaged in renderi2g inter. 

6w:e bernce  tL and from points and p k e s  in :he 8tate, &all f.le with the  
commission u r i f f a  of rates a c d  charge9 of  such and ra tes  ar.d chargee afect 
ing eervice to or from pcic t s  and  places i n  the s t a t e .  41~0, u:i:atlee Wjling 
commoditles or rendering any eer\?ce to  cooperatives, %uRicipaliees or other 
nanpr0f.t organiza tiow, shall .  ct the order of the co"iPr;on, file K:hedula 
of such rate3 and charges for :Rformation purpobes only 

The comrciwon may provide, by rules ana regulations t 3  be a d o p t 4  by I!, 

the fo i loabg :  
(a) That utilities may contract with a m m u f a c t u r e r  t ha t  i e  nct  a uti1;ty 

for FJrnishing t he  derf'icee or comnDditieP described i n  Section 77-3.3 d , ' A ) ,  
!ii) and (iL, for u . ~  in  marufac txr ing;  

(b; That  utrhtlcc described i r~ Section 77.3-3ld)!i~ also may cor,tr&s with 
a customer t h a t  h a s  a minirr.wn yearly c lcc t r lc  cor.sumptior. of two 
t housand  Rve h u a r e d  (2,500) meg&wa:t hours per  year or grcaM:  for 
f x n i s h i n g  the service8 or commodities deecrited in Senicn 77.33.C.l(:,, and 

i c :  That  utilities desckbcd in Section 77-3.3(d)liil d o 0  may contract H i t h  
n c-stcmer :hat has a mlnimun: y e r r i ~ .  conrump:ior: of eig5.r mil;ion five 
t u d r e d  fhollsand (9,500,000) cubic feet of pas per ycar or greater far 
fdrnishing the s e ~ v i c e s  or commodities d e s c r l b d  in Section 779-3'd  )(I]), 
Theec cont rac t$  n a y  be entered  in!o wi thout  reference t o  t he  ra:es or  

other condjtions which  may be e s t e b l ~ h e d  or fixed p u r r u a x  ta otner prom. 
firone of tLs a r t d e .  Such reguirtionr skall provide that before bcconing cf. 
rect:vs any such contract  shell be approved by the commissior.. 

':2 i;e) The Leg:sls:c re rccognizes :hat the  maintenance of  univcrsa! 
telephone renice in Miss;esippi is a contkumg goal of the comrcissior. ana 
tha t  the pL;blic interest  require8 t h a t  t h e  commlwion be au thorzed  a t d  
encouraged t c  formula& and adopt tulcs and policiea t h a t  will per=.][ the 
ctrmmixs;on, in t h e  excrcirc of it0 expertise,  t o  remlare ar.d control the 
provision of t e l ec>mmumcot ions  aerviccs to  t h e  pxblic in a c h a n d n g  
er.vironment where competitior. and innovation are becom;r.g more c o n -  
rr,onpInce, c v i n g  due regard t4 the interests of consumerr, the public. tSe 
providers of telecommunications ocrvicea nnd thc c o n n n w d  Rvaihhi!i!j. of 
good telcccmmunicatior.8 service. The commission is a c t h o m e d  t o  issue 
mcre  tk.an one coxpct i r ,g  certificate of  public convenience and necossaty t o  
provide l o c d  exchange telephone service in t h e  same geographical area ;  
provided, tha t  the l s s s ing  of 3 n y  o2ch additional certificates 8F.all no t  
o:hetwise affect any certificate of public convenience ana necersi::., h e r e r e  
fort  sued to  an!' provider of a,& 3cn-iccs .  

The  commias toc  shajl adopt a11 rules and r e ~ l a : i o n s  necesbarp for 
implementing this aubscction (2Xu. 

The commiwion retains the auihority to 1mue orders to tmplemrrit its 
rub. requlatione and t h e  proviaiou of this chapter, i ne lu&q the author- 
ity to  grant and modify, impow conditions upon, or revoke a certificaQ. 

t'l) N o t w i t b a n d i n g  eny provisiono of thrs chapter or any other suatute, 
thc commission may, on j t r  own motion or at the nquest of any i nk res t ed  
party, enter an order, aft+r notrcr and oppartunity for herring, dttcnnin. 
ing and directing tha t ,  in the provision of a *mice or facility by a utility 
of t h e  type de6ned in Section 77.3-3id)(iii), competition or other market 
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Ruorunoti OF PUBLIC UrxLrTirs 0 77-3-35 
forcer adequately protect the  9 u b h  h e r e n ,  or t h a t  a service or facility of- 
fered by the  utility is discretionary, and that  the public interest requires 
t h a t  the  utility's rater and charges for such service or frcility s h l l  not  
therurftcr k Subject to rc@datlon by the  commirrion. 

(c)  In making it8 determination whether *.e rate6 and charges for a qcr- 
vice or facility rhall not be subject to regulation by the commissiot, :he 
commission may cowider individually or collectiveiy: 

( i )  Whether the cxercbc of commitxiion jurisdiction produce# tpncbie  
benefit8 to  the utility'a a s t o m e n  that exceed those availrble by reiinnce 
on r a r k c t  forces or other factors; 

(ii) Whether technologinl changss, competihvt forces, ditcref.ona.-j 
nature of the service or facility, or reg-i!ation by other o h k  rr.d federal 
regulatory bodiee render the exercise of jurisdiction by the Missiwip?i 
commission unnecessary or wasteful; 

( i i i)  Whether  the  exrrcire  of commisrion jurisdiction inhibi ts  2 
r e y l a k d  utility from competing with unregulated providers of functior,. 
ally sfml!ar telecommunications services or equipmen:; 

iiv) Whether the existence of competition ten& to preven: ebuses. 
unj~6t discriminatlor. ar.d extortion in the  charges of telecorr.mun;ca- 
!ions utilities for the conice or ficility in queution; 

(v) The availabi1i:y of the xrvicc or facility from o:hcr pcrsc,ns a n d  
corporations; or 

(vi) Any other factorr that the commiteior. considers relevant w tlie 
public interest. 

In making the determination as above set for th ,  t h e  corr..pi~iion m a y  
PWCify the period of timc during which the utility's rat08 and charge6 for :hc 
svrvice or facility rho11 not thrreofter be s u b j M  to regulation. L i k e w i w ,  af- 
tcr notice and oppor:unity for hearing, t h e  commiwion may revoke e deter. 
mination and dlrection made under thir baction, when the  commisdon finds 
that cammiorion regulation of the utility'r r a t a  and charges for thc  senice 
or facility in queetion is neccrsary to  protect the public !ntereS. 

(3);n) Notwithabnding any other provisions of this article O r  any o t h c l  
s ta tc te  to the contrary, the mmmisqion is authorized to cnnsider and adrp: 
alternative methods of regulation proponcd by a utility of Lhe typc def.ncd 
in Section 77-3-3:dXi), ( i i )  or (iii) t o  citablish rates for the s e t w e t  funishc-ri 
hy such utlljty that  ere  fair, just and reasonable t o  t h e  pubiic and that  
provide fair, jur: and reasonable compensation to the ut i l i ty  for such ser- 
vices. 

(b) For purporec of thin ruboecion, the phrnse "alternative methods of 
regulation" means the regulation of utility ra:ok and charges by methodB 
othcr than  the mf9 babe otrrtc of return method of r e w l r t i o n  cot forth in 
othcr provirions of this article. 

SOURCES Lrr. 1991, cb. SI& 14 lOOI eh. s(b, j 1; lW6, eh. 804, 41. el from m d  rRor 
p r r y c  (approrod March 7, roo(A 

- 

A m o n b e n t  N o t e  
'I'hc 1- rmondmenc rddad r u h t r r r i ~  (a), which pcminr to  the authoritsbun of the pubuc 

wrvice commivion to adopt r lkrnr t ive  methe& of n(rr1rtion of the  rabra and chrgrr  ol 
ulwsmmunimtion utilitw. 

Tbc 1 M  rmrndment rrvrou t h o  lut p-aph of aubeution [ I '  (o u to auchoriv the pub 
k i m c r  wmmiu~on b approve m d n  cuncmctr of utrlibra with mrnufactumn and m 
a u n w "  for furnuhint rrvicum or wnrrrrobtm or gu or rbcmcrty. 7 
I I? Ml-1 tu l a m  datum t b r  ull14~5n9oQ 1 os 
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MIS31SSIPPI POWER COMPANY [EC-l2O40970(1] 
Availability: Thir Rate Schedule i 
Availabl4 on Uniform Basis Thmugk 
out Serrice Ttrritary of Company. 
Dale fled: March 22. 1996 
Effecbve Date: April 23, 1996 

MISSISSIPPI PUBLIC SERVICE COMMISSION 
P.S.C.  ScheUe No. 5 
Rewed Pg. No, 15 O m :  Aprll23, 1998 
Superseding Pg, NO, 15 Data. Aor i l24 , IGQS 
SchedLlle Consisb of 3 Pages 

LARGE GENERAL SERVlCE ELECTRIC 8ERVICE 
RATE S C H E D U L E  "LOS-25" 

APPUCABI W 

Tha rate schedule applier to electric reNice used by one Customer in a shgle c8tabDshment on one premise, 
S m c e  under ttu schedule for reqLdremenbr in e x c e ~  of 30,000 KW rhaU be at option of Company. 

Ail sewice under (his rate schedule shall b8 received at one wttage from a shgle ddivery point, shall be measued 
by one meter, is fa exclusive me of Customer, and shal not be resold or shared with othefs. 

AVAllABlLlN AND KIND OF SERVICE 

SeMce under thic rate schedule is available on uniform basis throughout S t M C e  territory of Company. Tho kind of 
rtNice under this Ghedule shall be three phaw,  unregulated, at Customer's nemine1 operating wbge, OT a t  a 
pnmary voltage designated as svsiieble by Company. SOWICO for rrqutimcntr, in e x c s s  of 5,OW K W  shall b e  
served from fines rated at less than 11 5 KV only at option of Company. 

MONTHLY RATE FOR SECONDARY SERVICE 

S 795 00 customer charge; plus . 
S 4 25 per KW for KW rrqwsd: plm 

4 155 
3,853 

3.361 

cenk per KWH for ail KWH not greltar than 200 h o w  timer me biu'ng demand: plus 
cents per KWH for all KWH In ex- of 200 houn and not greater than 400 houn dmes the 
billing demand; plua 
o m  per KVbW for all KWH In excess of 400 how$ times the biilmg demand. 

DCTCRMJNATION OF CUSTOMER'S MONTHLY KW BILUNG REQUIREMENT 

Customer's KW billing requirement ea& month shill be average KW ha re&w from Company during f iben 
minute period of his graatest me in month, as meawrcd by ruitaMr mater, and reunded to norrest whole W. In 
no case shall such KW billing requirement bo le66 than 75% of his pnatrct KW reqlriemcnt u t a b h d  d u i n p  
preceding months of May through O d o b r r ,  intluswe, nor l eu  (han 75% of KW contmcted for, nor  ku than fwc 
hundred (500) KW. The Company may, i t  ib option, instal a KVA meter or othn appropriata mebr m determine 
KVA and base the KW requirement on 90% of the KVA requirement 80 metered. 

DISCOUNT FOR PRIMARY SERVICE 

when Company r e n d e n  sewice at a primary vobge available undar thb nh K h t G l e  and Cwtomef fumkhes,  
operates, and maintains complete stepdovlin trrndormw PubrZLtion necessary to r w w e  and ub. such service, 
above charges Will be subject to a discount of 25 ants par month par KW for aU KW. 

hsued By' H. E. BIakedre 
Via President 
Gulfport, M i d i p p i  

Rate Schedule 'LGS25' 
Pago 1 of 3 
Confinued M Pago 16 



MISSISSIPPI POWER COMPANY [EG1204097dO) 
Availability This Rate Schedule is 
Available on U n l f o m  Basis Through- 
out S L M C C  Territnry of Company. 
Date Flied March 22, 1086 Schedule Cenaists of 3 P o g n  
Effecbve Date: April 23, 1996 

MISSISSIPPI PUBUC SCRWCE COMMISSION 
P.S.C. Schedule No. 5 
Revised Pg. No. 16 Date. Aprii 23, 1896 
S u p m d i r t g  Pg. No. 16 Date: Aqril24,1995 

U R G E  GENERAL SERVICE ELECTRIC SERVICE 
RATE SCHEDULE 'LOS-26" 

MINIMUM MONTHLY BILL 

In comidersbon ef readmsr of Company to furnkh sehrice under h i s  rate rchedde, no monthly bill ml be rendered 
for less (han Seven Hundred and Ninety-Flve Dollars ($795.00): p k s  the charge for Cwtomef, KW billing 
reqwement Based upon the la rgwt  of. (a) The Customefs mvdmum KW bilEng requirement H t a M s h e d  during the 
current month or (b) The m a m u m  biling requirement ectobkhed d u h g  preceding months of May through 
October, nclusrvc, or (c) The KW contracted for by Cus!omer. 

FUEL ADJUSTMENT CLAUSE 

To total of above charger for eleetrk service under ttrb ntr rchedulc, there dwll be added or subtracted an amount 
determined in accwdancc with provisions of Companfs Fuel Adjustment Clause Scheduk, approved by Order of 
Misslssrppi PutiIc Se&e Commission dated Junr 20, 1983, of as may be later f led. A ccpy of 8&ediik is 
available at  any of i ic t  of Company. 

MISCELLANEOUS RATE ADJUSTMENTS 

To the total of a11 of the above charges for elecbic d c e  under thir rate schedule, thne &ha9 be added or 
subtracted any a m o u m  detsrmhed In accordance With clauses of pbnr fled and h effect wilh tht Missikppi 
Public SeMce Commusion 

TAX CLAUSE 

To total of all of above chargeu for elem'c rrrvice under tj is rate 6chedde, Mere shall be added applicable cxlshng 
Mississippi stale and municipal sales taxes, and 8ny new OT addiduul tax, or taxes, or inueascr  in rater of txisrng 
taxes, imposed a h r  effecbve date of this mte schedule by any g o v W " n t a l  Outhm upon scrvlcc rendered by 
Company hereunder. 

ORDER OF BILLING 

Charges am applied in the sequence they appear m rate rchedulr: MonfNy Rate for S r v l c e ,  Minlmum Mwrthty Bill 
(alow primary drrcount if applicable), F u d  Adjustment Clame, MisceOanwus Rate Adjustmen9 and Tax C l a m  

PAYMENT 

B i b  rendered under Uiu rate schedule ar t  payable on rew ip t  4 

DEPOSIT 

A U l h  deposit equal to t"cc estimated maxhum monmty bill may be required of Customer before wrvice LI 
connected 0 warantee payment of ail bib.  

Issued Byl H. E. Blakeslcc 
Vice P r e s l d m  
Gulfport. WssisSippi 
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MlSSiSSIPPI POWER COMPANY [EC-l204O@740] 
Avabbhty Thu Rate Schedule b P S C  SchaduleNo.5 
AvaEable on Uniform Basu " u g h -  
out S m c e  Tcnrtory of Company 
Dote FJed. Much 22, 1996 
Eff cctrvc Date Aprl 23, 1996 

MISSISSIPPI PUBLIC SERVICE COMMISSION 

Reviaed Po. No. 16 1 Date April 23, 1996 
Supanrdhg Orlg Pg No 16 1 Date Apnl24 1995 
Schedule C m w  of 3 Pages 

LARGE GENERAL SERVICE ELECTRIC SERVICE 
RATE SCHEDULE "LGS-26' 

TERM OF CONTRACT 

Initial term of  service to an establlshmenl under *hi6 rata schedule Wl be lor 1 minimum term of fwc or more 
years, and conunulng thorooner uno terminated by six months' written notice by either p a t y  to other, f e r m  of 
service to  an trtaMishment after initial term ba l l  be for one or more y e a n  rnd continuing thereafter uml termina:e? 
by rk months' w-krn notjce by either pefty to oher. Provided however, whon 8 Curbmar has b8.n $ w e d  under 
the terms of anofher of the Companfs rate schedules and the Company is nd required to fwrrish additional facilities 
irvestment to s w e  that Customer under h i s  6ctiedule, the Customcr may be granted an initial term of sewice 
under thir schedule of less than five yean, provided that the w m  of Vte Ume acbraly $ W e d  undw the prior rate 
whedule and the initial term of service of this schc&le shall be at least five yean, kwt in no case shall the iritial term 
of Kpricc under this rate schedule b e  less than OM year. 

S&ce under thir rate schedule k subject to Service Rules of Company. 

 LED 
R 4 R  2 2 1996 

Issued By. H. E. Blrknlee 
Vice Preddcrrt 
GuHport Missidppr 

APPROVED 
APR 23 1996 

Rttr Schedduk 'LGS-25' 
Pngc 3 of 3 Final 
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M 1 S S IS S I P PI P 0 WE R C 0 M PAN Y [E C - 1 20 O 0 B 7 4  01 
AvailabiLtty This Rata Schedule IS P S . C  ScheduleNo 7 
Available on Unifor-m Bask Through- 
out S e w c e  Terntoy of Company 
Date Fded. March 22, 1996 
Effrctrve D a t e '  Apnl23, 1 B ! X  

MISSISSIPPI PUBLIC SERVICE COMMISSION 

Revised Pg. No. 19 Date- Apnl23, 1986 
Superseding Pp No 19 Date' Apnl24, 1995 
Schedule COnslfCs of 3 Pages 

LARGE POWER - HIGH LOAD FACTOR ELECTRIC SERVICE 
RATE SCHEDULE "LPO-29" 

APPUCAEIUM 

Thu rate schedule applies to elecbic service used by one Customer in 8 d g l e  establishment on one premisc, who 
r e w r c s  not less than 10,000 KW, 

AI1 servlce under this rate schedule shall be recewtd at one vottege from a cin$dc defivety poht, shall ba measured 
by one meter, IS for exdusivo use of Customor, and shal not be resold or shared with others 

a load factor of not less than 75%. 

AVAILABIUN AND KIND OF SERVICE 

SeMce under this rate xhedulc is amilable on udorm bask throughout refvice territwy of Company from lines 
rated a: not less than 11 5 KV or at a baser v o b g e  at the opoon of the Company. The kind of service under mic 
rc.5edl;k shall be three phase, unregulated, at C W t " h  n " a l  operating voltage. 

MONTHLY RATE FOR SECONDARY SERVICE 

Charge for Monthly KW Requirement' 

S 81,000 00 for first 10,000 KW; plur 
t 7 00 per KW for nerd 60,000 KW, plus 
t 5 90 per KW foc sll over 70,000 KW, plus 

Charge for Power Factor Cocrcctim: 

40 tcnb per KVA for those kiiwott-ampen8 at time of peak KW, if any, by which 
marimum KVA exceeds ldovdt-amperrr companding to e power fador of mety 
percent (90%); plvr 

Charge for KWH used per hlonth: 

3.248 c m b  per KWH, but not lew than 18 times number of dayr VI bilbng period times 
m o m  bWmg KW requirement for bibng months Juty-October, indusive. 

3.080 cem per KWH. but not law than 11 timer number of d8y8 h bllling periad times 
monthty bilrmg KW requirement for bifrng months Novembw-June. InelWs. 

4 

VI- President 
Gulfport, MiJtoippi 
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MISS IS SIP PI P 0 W ER C OM P A W  PC-1204097 Po] MISSISSIPPI PUBLIC SERVICE COMMISSION 
Aaiiabiiity' Thm Rate Schedule 19 P S C Sch8dd8 No. 7 
AvaJable on Uniform B a r s  Through Rewmd Pg. No. 20 Date: &ril23,1996 
out Servlce frrrltory of Company. Superseding Pg. No. 20 Date Apnl24, 1895 
Date Filed March 22, 1996 Schedule Consists of 3 Pages 
E f f W v e  Date April 23,1996 

LARQE POWER - HIGH LOAD FACTOR ELECTRIC SERVICE 
RATE SCHEDULE "LP0-20" 

DETERMINATION OF CUSTOMER'S Kw BILLING REQUIREMENT 

Cuotomer's KW billing requrement each month shsU be the evengc KW he requires from Company dunng TlRee? 
minute penod of his greatest use m month as mrrwrcd by suitable meter, but not l e u  than the largest of folrowing 

(1) 10,000 Kw 
(2) Cormacted KW requirement 
(3) Maximum KW requirement established durtng most recent billmg monfhs of July, August 

September, and October. 
(4) Ninety percent of manmum KW requimment established duing any of remslnrng eight billing 

monttrr during most recent 12-mmfh period 

Company r e s "  the npM to revise rtems (3) and (4) or kithdfaw Rem (4)'above upon 48 months' wntten nobce to 
each Customer served herewith 

DISCOUNT FOR PRIMARY SERVlCE 

When Company rend- K W I C ~  at 115 KV or highor, and CuPtorMr fumirh-, ogerrta, and maintainti complete 
stepdown trrnsformer wbsboon necessaq for hm tn rebCive and me such refvice, above charges win be wbjrd 
to a discount of 45  cents per mrmth per Kih/ of Customefr requirement a8 drtrrmined above. In the event 
Company rkcta to install low side metering wit3 such equpmsnt necessary to c o m p s a t e  tor tamformer and 
customer owned line l w e s ,  such discount 4 be conrfiioned on the Company bchg wppliad the charac2enstics of 
mansformen and lines for use in d c t c r m k g  such I-. 

MfNIMUM MONTHLY Bl lL 

In consldenton of readiness of Company to furnish #Mce undn tMs schcdde ea monthty bill will be rendered for 
Irss than b e  ctLargc for Customefs KW baling requirement a8 determired above; pka KWH charge for KWH equal 
to a 75% load factor for the billing period. 

FUEL ADJUSTMENT CLAUSE 

To total of above charges for electric service under rate schedule, there shall be added or wbtmcied 8n emount 
detcmuned a accordance with p r o h k "  of Comprnyc Fuel Adjustment Clause Shed&,  appmvrd by Older of 
M~PsiWippi Pubhe S m e  Cammission dated Jme 20, 1983, 01 e a  may be later Wed. A copy of schrdde ro 
avartabk at i r ry  office of Company 

4 

Issued By: H. E. B l a W e t  
VI- President 
Gulfport, MkiEfiPpi 

Rite Schcduk ZPG29'  
Page 2 of 9 
Continued on Page 21 
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MISSISSIPPI POWER COMPANY [EC-l20409700] MWISSIPPI PUBLIC SERVICE C O M M I S I O N  
Avaaabarty' ma Rate Schedule Is P S C Schedule No 7 
Avahblc on Uniform Base Wough- Revised Pg. No 21 Date Apnl23, 1996 
aut Servke Terrttory of Company Suprrwdng Pg. No. 21 Date brd 24 1995 
Date Ftkd March 22, 1996 schedule Consrctr of 3 Pages 
Eflective Date Apnl23,1996 

W O E  POWER - HIGH LOAD FACTOR ELECTRIC SERWCE 
RATE SCHEDULE "LPO-29' 

MISCELUNEOUS RATE ADJUSTMENTS 

To the total of all of the above chargn lor electnc Servlcc under this rate schedule, there shall be added or 
wbtracted any a m w n t s  determined in accordancc wdh clauses or plans filed and m efect with tlu Mississippi 
Public Service Commrsion 

TAX CLAUSE 

To total of rU of above charges for electric service under thb rate &chcdule, there Eh8U be  8 d d d  applicable existing 
Misisuppt sutc  and municipal sales taxes, and any new 01 addition1 tax, M taxen, or increases in rater of ens8na 
bxrr, imposed after effecbve date of this rate schedule by any g0VCm"tal OuthoClty upon service rendered by 
Company hereunder. 

ORDER OF BlLUNG 

Charges are a?Pfied in the sequence the)' appe8r in rate schedule: Month4 Rate for Service, Minimum M0nthi-f Bill 
(allow primary dlccount if applicable), Fuel Adjustment Clause, Micellanwaus Rate Adjustments and T u  Ciause. 

PAYMENT 

Bills rendered under mi6 rote Cchecble are pryable on receipt. 

DEPOSIT 

A cash depart equal ta twice crhmated madmum m o m  bill may be r e q m d  of  Customor bafore W M C ~  is 
oonnectd  to guarantee payment of all bills 

TERM OF CONTWCT 

Initial term of service to an establishment undw this rate rchrdule sh8U be lor a minimum term of f i v e  (5) or marc 
years, and conthuinp theredner una terminated by SIX (6) months wrMen n o h  by e&er party to other Term of 
scMce to an esfabllshment a t k r  inrbal term rhdl be far one or more yean and mntinldng thereafter mnl terminated 
by six (6) months wntten nobce by either p a 9  tu otnrr. 

Scwloe under thib ratt cCheduh k subject to ScNice Ruler of Company. 
1 

FILED 
!!A,? 2 2 1996 

APPROVED 
APR 2 3 1996 

IwedBy H E Bhkedcc Rate Sheddo "LPO-Zr 
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Mer President 
Gulfpart, MtsVMppi 
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MSSISSlPPl POWER COMPANY [ E C - l 2 0 ~ 0 9 7 4 0 ]  
Availabdrty. This Rate Schedule is 
Available on UniformBabir Throughout 
h e  S m ' c e  Tamtory of Company 
Date Filed: January 31, I 9 9 8  
Effective Date. April 18, 1996 

MISSLSSIPPI PUBUC SERWCE COMMISSION 
P.S.C. Schedule No. 40  
R c v W  Pg. No. 141 Di te '  AprW 16,  1996 
Supersedmg Pg. No. 141 Date: June 30, 1994 
Schedule Concirb of 3 Pager 

INTERRUPTIBLE SERVICE 
RIDER SCHEDULE "LS-2' 

APPUCABILFlY 

This ride: k applkable to qualifying c W o m e n  as a demand rlde optlon until 3ecember 31, lSQ7. The contact 
term is for a mrnimum of three years, and any c&:omer niaabng service by December 31, 16'97 wJI receive the fuU 
three year term This rider is su7plemtnta; to Company6 elrcbic c e d e  coMac! with customer and modifiec bilhg 
a3 follaws 

A V A I W W N  

Interruptible semce provided unde. this rlder Is available to any customer with a projected load factor of at least 
50% for each of the calendar m o n w  of June Uvough September (summer months). The cus tomu,  efitr receiving 
service under this rider, must maintain a load factor far each of the 6"s I n O n t h r  of I t  least 45W.  If the 
calculated load fador for any two consecube summer months k l e u  than 4S%, th18 nder is conridered terminated 
kiuitfr no nobce and with the appropriate penab applied. n e  mlnimum intempWr suvice pmbhded under this rider 
i9 500 kW. 

LOAD FACTOR DETERMINATION 

Load facton will be determined fw each calendar month from metered d a b  sccumubted dun'ng me on-pesk hours 
as defined in this nder. The load factor will be the metered kWh dMded by the product of b e  actual " t imum kW 
established and the total hours available. Excluded from load factor detmminatjon will be 8P imemptrblr ptnoCr 
and the hol idsp  of New Year's Day. July 4tt1, Labor Day, Thankgiving Day, m d  Christmas Day. 

AMOUNT OF INTERRUPnBLE CREDIT : 

The m o n w  Interruptible credk will be. 

$2.58 timer the difference behveen the actual maxlmum kW requhmeht established dunng the btling 
month dmng on-peak hours and the fi:m contrscted capacrty Kw, Umes the load fsctor. 

On-peak hours for the fo116vN.Ig calendar months are definsd a$: 

June through September. 
October though May 

12:Ol p.m. through 8:OO p.m. local time Monday through Friday. 
6:Ol a.m. through 10.00 8,m. and 
6:Ol p.m. throug 1O:OO p.m. bed time Monday through Friday. 

4 

All otfior hurr  are off-peak hours including sU hwn d m g  New Yc8?8 Day, July 4th, L8bw Day, ThmksgMng 
Day, and Chrmnas Day 

For intemrpbble customem, the firm contacted capac~ty HQI be the hcm eaprdty tha Company expects to supply 
dunng owpeak hour6. 

3FILED APPROVED 

COMMISSION u t-i, -111' 

Issued By: H. E. Bltkosles 
. VKe Presidenl 

Qulfport, Mltsiuippi 

Rate SchrdJo  'IS-2" 
Page i or 3 
Conthued on Page 142 
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MISSISSIPPI POWER COMPANY [EC-120409740] 
Avoilabilrty; Thir Rate Schedule is 
Available on Unifm-Basis Throughout 
the SeMcc Terntbq of Company 
Derc Filed. January 31, 1996 
Effectrve Date: April 18, 1996 

MISSISSIPPI PUBLIC SERVICE COMMISSION 
P . S . C .  Schedule No. 40 
Revired Pg. No. 142 Date: April 1 6 ,  1996 
Supemding Pg. No. 142 Date: June 30,1994 
Sckdulr Consists of 3 PIgM 

INTERRUPTIBLE SERVICE 
RID E R SCHEDULE 'I 6-2" 

The credfl as calculated previoasly will be applied to each of customer'6 monthly bllls. No credit will be given if the 
load factor is not greater man or equal to 50%. 

INTERRUPTIONS 

It is expected ma! mtemptible capacity wi8 be required most often duing fhr summer months; however, Company 
roseweb the nght to G a l  for intemptiblr capicity rt any hour during the year. The intemptiam will be limrkd to net 
mwe m a n  6 hours per day, not more man h e  drys per week and not more than 240 hours pef yorr. 

NotikaEon for  m t s r u p h s  will be made by tdcphone at kast one hour in advance of the intemption period. 

PENALTY FOR NOT INTERRUPTING W E N  CALLED 

If cvstomer'e capacity requirement is greater thbn firm aantract capacity between one how iRer k i n g  noWie# and 
before the end o f  the interruptible period, i charge of sb.36 per kW of capacity 6 l p p k d  in c x c t u  of firm contract 
capacity will be os8eucd per each 15 minute period of notwomplhncc. In addition, an incident of nowmpl iance 
dumg any of the calendar monbs of June through September will result h w t o m e f  f o r f r k g  credit for the 
conosponding billing month. 

Tobl non-compliancc charges per calendar year dl be limited to a mar6mum of $37.24 limes the diffuance of the 
maximum kW wpptlrd to customer dcaing the cakndar months of June through September and tho firm controc: 
capacrty. However, if more than two (2) incident8 d norccompllance occur In MY calendar y e w .  Company 
r e s e w s  the right to increase l i m  contract capacity mder the rider. 

Any non-compliance charger assessed win k billed as pan of the next regular monthly billing. 

I w r d  By. H. E. Blakedce 
Vlcr  P r d d m  
GJfpwf M i p p i  

Rate Seheduk 752"  
Page 2 of 3 
Continued on Page 143 
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MISSISSIPPI POWER COMPANY [ € C - 1 2 0 ~ 7 4 0 ]  
Availabiliry Thir Rate Schedule ir 
Available oc1 U n i f m  Basis Throughout 
tclc Service Ttrriloty of Company, 
Dale Filed: January 31, 1996 
Effrctivo Date: April 18,  1996 

MISSISSIPP~ PUBLIC SERVICE COMMISSION 
P.S.C. Schrdulo No. 40 
Revised Pg, No. 143 Date: April 18,  1996 
Superreding Pg. No. 143 C a w :  June 30, 1994 
Sche&lo ConJ8tr of 3 Pages 

INTERRUPTIBLE SERVICE 
RIDER SCHEDULE "IS-2" 

TERM OF CONTRACT 

The contract term will be for a minimum of tfrrw years, and contlnuing thereafter until terminated by twelve (12) 
months' Wrinen nctcc by either party to me other. 

TERMINATION OF CONTRACT 

Any customer wuhing to termimtc the c o n h c t  before tho m d  of the three year minimum term may do so as 
fo l low. Company will &term= the maximum W supplied to curtomor m g  tho pnViou8 calendar month of 
June through September and subtract from this amount the firm contrret capacity. Thie kW 00 determhd will be 
mukiplied ti-nes me foilowing: 

Ten ina tbn  during the second year of the contrsct 
Termination during the thrd year of the contnct: 

$31 .OO per kW 
$15.50 per kW 

A cu6tomw who00 contract is terrrmated due ts an hwtrcient load factor W pay the appropriate terminauon 
charge as Wed above. 

'FILED 
APPROVED 

APR 1 8  1996 
MISS. PUBLIC SERVICE 

COMMISSION 
" ' ~ U C  UvLrrIEs STAT 

96-UN-003 1 
Issurd By; H. E, Blakcrlec 

vi- President 
Gulfport, Mluktlppi 
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MISSISSIPPI POWER COMPANY (EC- I20 -0097~0]  MISSISSIPPI PUBLIC SERVICE COMMISSION 
Avaitaklity' This RMe Schedule IS 
AvailaMa on I Uniform Basis Throughout 
Service Temtory of Company. 
Date Filed: July 19, 1995 
Effcctrve Date August 18, lQ95 

P.S.C. Schedule No. 45 
Onginal Page No 157 Date.  Augurt 18, lo95 
Scbodule Consists of 3 Pages 

U R G E  GENERAL SERVICE TIME OF USE ELECTRIC SERVICE 
RATE SCHEDULE "La-TOU" 

APPLlCABlLlrY 

Thi rate schedule is expenmental in nature and Is offered as an option to qualifying ,momers  untll 
December 31. 1QQB The contract term IS f o r  five yean and any customer initiating service by 
December 31, 1008, will receive the full five year term SeMce under this schedule for requirements in 
axcess of 40.000 KVA mli be at option of Company 

All WMcc under this mte schedule shall be received at one voltage from a single delivery point, Shall k 
measured by one meter IS for exclusive use of wsomer, and shall not be resold or shand wlth others 

AVAILABILITY AND KIND OF SERVICE 

Service under this  rate scheuule IS available on a uniform basis throughout the service tenftory of Company 
The luna of service under this schedule shall br three phase, unregulated. a customrr's nominal operotrng 
voltage, or at a pnmary voltape designated as available by mmpany. Sewice for requirements in c x m s  of 
6,000 KVA shall be served from lines rated at less than 115 kV only at optron of Company. 

MONTHLY RATE FOR SECONDARY SERVICE 

$1245.00 mnmer charge, plus 

For the calendar months of June through Seplember. 

$13.00 per KVA for KVA billing requirement; plus 
3 368 cents per KWH for all owpeak KWH, plus 
3.038 cents p e r  KWH for all other KWH. 

For the calendar months of October through May: 
d 

$8.00 per KVA for KVA billing requinmcnt; plus 
3.287 cents per KWH for a11 on-peak KWH, pius 
2.831 cents per KWH for ell other K W .  

J U I  1 B 7995 

9 5 -uN- 0 2 9 9 C u t f p ,  Mississippi 
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MISSISSIPPI PdWER COMPANY [EC-~200097-00] 
Availability: This Rate Schedule 1s 
AvailaMe on a UnlfOn Bask Throughout 
Service Tenitory of Company 
Date Fited: July 19, 1995 
Effective Date: August 18, 1005 

MISSISSIPPI PUBLIC SERVICE COMMISSION 
P.S.C. SChMdUle NO. 45 
Original Page No. 158 Date: August 18, 1995 
schedule Consists of 3 Pages 

LARGE GENERAL SERVICE TlME OF USE ELECTRIC SERVlCE 
RATE SCHEDULE "LGS-TOU" 

DETERMINATION OF CUSTOMER'S MONTHLY KVA ElUlNG REQUIREMENT 

Customer's KVA billing requirement each month shall be the maximum KVA requirement established during 
on-peak hours. In no case shall such KVA Miling nquinmant be less than ( 1 )  75% of thr maximum KVA 
nquirrmrnt emMishrd dunng on-peak h a m  during the preceding calender mmthr of June thmugh 
September, (2) 50% of mfttraz! KVA, (Z) 50% of maximum KVA ertibllshed duing off-peak houn, or ( 4 )  
less than 2500 KVA. 

On-Peak hwrs 
June through September 12.01 pm. thmugh 8.00 p.m loa1 time Monday through Fndoy 
October through May: ~ * O I  a.m. through IO 00 a m and 

6.01 p.m. thmugh 10 0Op.m. loul Ume Monday thmugh Friday 

All alhrr hours are off-peak houn including all hours during New Yoatr Day, July 4th, labor Day, 
Thanksgiving Dly, and Chnstmas Day. 

DISCOUNT FOR PRIMARY SERVICE 

When Company renden service at a primary voltage availaMe under this rate schedule and cudomer 
furnishes, ogerales, and maintains any transformation necessary to W l V b  and use such sehrce, above 
chatges will be subjecl to a discaunt as follows: 

Nominal Voltage Supplied biscuunt Per Month Per Billing UVA 
11 5 kV and above $1.25 
1 2 k V u p t o  115 kV $0.05 

FUEL ADJUSTMENT CLAUSE 

To total of above charges for eledric wrvice under thts n l e  schedule, there shall be added or rubtraded an 
mount deermined in accordance with provlslons of C o m v w s  Fuel Adjudment Clause Schedule on file 
with the Misrissippi Public SeMce Commission. A copy of schedule i5 available at any office of Company, 
(The fuel adjustment fador applicable 10 the LGS a t e  sfhdulr is applicable to this rate.) 

? - -  I 

, * ; *  ' I MISCELLANEOUS RATE ADJUSTMENTS 
r 6 '  

- f  

To the total of all of the ebovr charges for tlectric service under lhis me tEhrdulr, them shall be added or 
subtracted any amounts detennined in accordance with douses or plans filed and in effect with, Mlsdtrippl 
Public Service Commusion. b 

. I  

. ,  

Issued By: H. E. Blokestet 
Vice President : 
GulfpoR, Miulwippl 
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- 
MISSISSIPPI POWER COMPANY [EC=120009700] MISSISSIPPI PUBLIC SERVICE COMMISSION 
Availability. This Rate Schedule IS 
Available on a Uniform Basis Throuphout 
Service Tcnilory of Company. 
Dale Filed: July 19, 1995 
Effedrve Date August 18, 1995 

P S.C Schedule No. 45 
Onglnal Page No. 159 Date. Au~usf  18, 1995 
Schedule Consists of 3 Pages 

LARGE GENERAL SERVICE TIME OF USE ELECTRIC SERVICE 
RATE SCHEDULE "LOS*TOUww 

TAX CLAUSE 

To total of all of above charges for electric ~ w i c e  under this shedule, there shall be added applicable 
exlstrng Mississippi state and municipal sales taxes, and any new or additional tax, or taxes, 01 increases in 
rates of existing taxes, imposed aRer effective date of this rate schedule by any governmental authority 
ugon service rendered by Company h e n  under, 

ORDER OF BILLINQ ' 

Charges a n  applied in the sepuence they appear in rrle schedule: Monthly Rate for Secondary Service, 
Dfscount fw Primary Servicc (when appliuble), Fuel Adjustment Clause, Miscellaneous Rate Adjustments, 
and Tax Clause 

PAYMEKT 

Blrls rendered under this rate schedule are payable on receipt. 

DEPOSIT 

A cash deposit q u a l  to twice the estlmnted maximum monthly bill may be requlred of customer before 
sewice b conneded to guarantee payment of all bills. 

EARLY TERMINATION 

In view of the experimental nature of the LGS-TOU nte,  wstomer will be given the opportunity to tenninate 
service under this rate and initiate service under the applicable standard rate during a M a y  period 
immediately following each full year of service under the contrad. In ordar to teminste, customer mug 
within the BO-day period (1) notify Company in M i n g  of the Intent to tOfmInat0 the LGS-TOU 5th'iM 
"ad ,  and (2) excute a new e l m s  serviCre spasinent on the applicclble standard rsrte rchedule for a 
tenn not less than the uneuplred term on the LGSTOU wntraa. The new conirad will supersede the 
previous contract upon approval by Company, with billing u h e r  the nrw mntmd m m c n c i n g  the first ~UII 
billing month following such approval. No charges, reimbursements, or refunds will be q u i d  of either 
party as a result of the transfer from the LGSTOU rate to the standard rate. 

Should the ccrStomer wish to compkttely terminate service PI any timr during the term of the contrad, 
customer will be subjed to termination charges based on tho a " r  fulfilling the remaining minimum 
t e n s  of the LGS-TOU rate, 

Sewla under this me schedule is fubjed to Servics Rules of Company. 

FITT,FID 
APPROVED 



ATTACHMENT 4 

August 15, 1996 

Mr. Joe  Jenkins 
Division of Electric & Gas 
Florida Public Service Commission 
2540 Shumard Oak Drive 
Tallahassee, FL 32399 

RE: Docket No. 96Q789-E1 Gulf Power Company's Petition for Authority to 
Implement a Proposed Commercial/Industrial Service Rider on a 
Pi1 o t/E xperimental Basis 

Dear Mr. Jenkins: 

We are providing as Attachment No. 1 the information that Chairman Clark 
requested concerning what the states of Alabama, Georgia and Mississippi have done 
on flexible pricing options. We have also hcluded for comparative purposes columns 
for our proposed CIS rider and the current FPSC rule for special contracts. 

Please advise if you need further information or have any questions concerning 
this information. 

Sincerely, l i  

RGL/fg 

CC: Commissioners 
Mr. William Talbott 
Dr. Mary Bane 
Ms. Vicki Johnson 
Ms. Gail Kamaras 
Mr. Joseph McGlothlin 
Ms. Blanca Bay0 



... 
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bult  Power Company 
101 North Moproo Street 
Sute  1060 
Tallahassee Florida 32301 
Telephone 904-224-61 99 

- -  . 0- ' .~81-6654 

ATTACHMENT 5 

August 20, 1996 

Mr. Joe Jenkins 
Division of Electric & Gas 
Florida Public Service Commission 
2540 Shumard Oak Drive 
Tallahassee, FL 32399 ~ 

RE: Docket No. 960789-E1 Gulf Power Company's Petition for Authority to 
Implement a Proposed Commercial/Industrial Service Rider on a 
Pilot/Experimental Basis 

Dear Mr. Jenkins: 

Consistent with the discussion at our August 13, 1996 meeting, we are providing 
as Document No. 1 a package that includes the following: 

0 Attachment A - Gulf Power (4 pages) Updated Matrix dated 8-20-96. 

0 Attachment B - Gulf Power 1 page Summary of Changes, items (a-i). 

Updated Implementation Plan CISR dated 8-20-96- Gulf Power 2 Pages. 

0 CISR Example Tariff - Gulf Power 2 Pages dated 8-20-96. 

"Our business is ciistonier safisfacton' 

6G8 



; 2 i h  iu icir: Jenkins 
August 20, 1996 
Page 2 

In addition, we are providing as Document No. 2 an alternative package that 
reflects an alternative for item 6 at page 2 of the matrix. This package includes the 
following: 

b Attachment A - Gulf Power Alternatrve 4 pages Updated Matrix 8-20-96. 

0 Attachment B - Gulf Power Ah” ’ 1 page Summary of Changes, 
items (a-I). 

b Updated Implementation Plan CISR dated 8/20/96 - Gulf Power 
Alternative 2 Pages. 

0 CISR Example Tariff - Gulf Power Aknatwe 2 Pages. 

The difference between the Gulf Power Alternative proposal and the proposal 
discussed at the July 30, 1996 agenda is shown as item 6b in the matrix. This 
alternative provides for an upfront review by the Commission within 60 days of the 
filing of each executed CSA contract. The impact of this alternative is also reflected on 
item 16 because the timing of the prudence review would be accelerated under the 
alternative proposal. 

Please advise if you need further information or have any questions concerning 
this information. 

Sincerely, 

RGL/fg 

cc: Mr. William Talbott 
Dr. Mary Bane 
Ms. Vicki Johnson 
Ms. Gail Kamaras 
Mr. Joseph McGlothlin 
Ms. Blanca Bay0 



Docket No. 960789-E1 August 20, 1996 

Document No. 1 

0 

0 

Attachment A - Gulf Power 
Attachment B - Gulf Power 
Updated Implementation Plan - Gulf Power 
CISR Example Tariff - Gulf Power 0 



a 

I 
1. Subscripbon period - Time frame in which eligible customers can sign up for CSA from effective 
date of the tariff 

DOCKET NO. 960789-El 
LIST OF ITEMS FOR THE COMMISSION TO CONSIDER FOR INCLUSION IN THE GULF CISR TARIFF 

August 20,1996 

NOTE: In the next reawnmendation. staff plans to show Gulfs tariff that was wlthdr" at the 7/30 agenda (Gull) and staffs proposed onecustomer experimental tariff (staff 
following list. This will be in addition to other staff proposals and any new proposals from Gulf. 

Gulf Revised 7/30 Revised 

This list includes all the changes discussed at the August 13. 1996 meeting between Gulf and staff. 

I Gulf I staff I Staff 

One Year 
Two Years 
Three Years 
Four Years 
Longer 
Permanent, no experiment 
Other 

2. Maximum lenath of CSA contracts 

X X 

-. . . - 
Feeen Years 
Twenty Years 
No Maximum Contract Term Limit 
Ceases when retail access allowed 
Ceases on the in-service date of the next currently avoidable generating unit 
AI contracts terminate at a certain date, e.g., year 2002 

Three Years 
Four Years I I I I 

X X X 

I 

I I I I 
Five Years 
Ten Ymars I I I I 

50 
100 
150 
200 
No size Limitation 

X X 
X 

3. Maximum load - CISR will be closed to further subscript~on by eligible customers when the total 
capactty of all executed CSAS reaches a certain size (MW) of connected load 

One 
Up to Eight 

No Limitation 
Up to Twelve 

I I  

X 

X X 

4. Total number of contracts - the ClSR will be closed to further subscription if the Company has 
executed a certain number of contracts I I I 

GULF POWER 
ATTACHM EN-' A 

7/30 agenda) in terms of items from the 

1 



5. Minimum demand - minimum level of demand (KW) customer must have to be eligible for ClSR 
None 

b. 

C. 

d. 
e. 

. ._ 
500 KW (0.5MW) of maximum monthly demand for existing customers 
1 OOO KW (1 MW) of connected load for new customers 

6. Prior approval - should the Commission pre-approve each negotiated contract 
Yes 
No 
Altemative-Each executed CSA contract should have a regulatory out clause that allows the . 
Commission 60 days to review the agreement and the utility's justification; if no action to 
disapprove occurs within this "regat" period then CSA contract becomes effective 
(modeled after Georgia and Alabama programs) 

7. Availability of ClSR tariff - Staff notes that it believes any "at-risk" evaluation by the Commission 
after the contract is signed to be very difkutt 

Existing "at risk" load of existing commercialhndustrial customer - load retention 
New "at risk" load of existing commerciaVindustrial customer - load expansion 
New "at risk" load of a new commerciaVindustrial customer - load building 

8. Customer competition - discounted rates to other competing customers classified to the same 
SIC code 

Order Gulf to include in CSA contract that it may be cancelled if a customer classified to the 
same SIC Code complains, and the Commission so determines, that the complaining customei 
is being unfairly disadvantaged with its competitors 
vr& 

clr 
4 
(v 

I 
I"- 

No 

Order Gulf to indude in CSA contract that the discounted rate may be Mewed to all customers 
classified to the same SIC Code, if such a customer complains, and the Commission so 
determines, that the CSA is causing the complaining customer to be unfairly disadvantaged 
Yes 

9. Atternative source competition - competition with other electric utilities and natural gas utilities 
If the Commission determines in a tenitorial dispute that all other cost and design factors are 
qual (leaving customer choice as the deciding factor), and that the availability of the ClSR wa: 
used to unfairly influence the customer's choice of provider, should Gulf be required to cancel 
the ClSR contract? 
YeS 
No 

If the Commission determines that the availabilty of the ClSR was used to influence the 
customer's choice to use electricity. instead of natural gas, and thereby adversely affect natura 
gas ratepayers, should Gulf be required to cancel the ClSR contract? (Competing with direct 
pipeline sales or oil is appropriate since they are unregulated) 
Yes 
No 

2 

Gulf 
Revised 

X 
X .. 

X 

X 
X 
X 

X 

X 



0. Customer charge - the CSA customer should pay the following customer charge 
Unless specifically noted within the CSA. the otherwise aDDlicable customer charae DIUS . .  - I  

add~onalt250 per month 
Actual incremental costs to negotiate the CSA contract 
Actual incremental costs to administer the CSA contract 
The otherwise applicable customer charge plus $250 per month 

1. The CSA minimum revenues will 
Be sufficient to cover all costs in the price floor and make a positive contribution to fixed costs 
Be sufficient to cover all costs in the price floor plus 20% 

2. Price floor components - in addition to any customer charge, "all costs in the price floor" are 
lefined as: 

Incremental generation capacrty costs 
Incremental transmission capacrty costs 
Incremental distribution capacity costs 
Incremental administrative 8 general wemead costs 
Average embedded generation capacity costs 
Average embedded transmission capacity costs 
Average embedded distnbubon capacrty costs 
Average embedded administratwe and general costs 
All othemse applicable cost recovery clauses (fuel; purchased power, including power pool 

- 
- ~ 

capacity; environmental; conservation) 

13. Sharing - how should any unrecovered embedded cost associated with the CSA load be shared 
" e n  stockholders and non CSA-customers? 

Gulf will absorb any unrecovered embedded cost until the next rate MSB. Future allocation 
should be deferred until Gulfs next rate case and the associated prudence evaluation. 
Commission should establish upfront, when approving a ClSR tariff, a percentage sharing 

14. Required documentation - the Company would be required to have the following documentation 
wadily availaMe for the Commission's inspection (andlor copying if requested) during regulatory 
wudence review 

For each contract all workpapers, calculations, and supporting documentation, including 
customer specific information, used by Gulfs management to determine the eligibility of a 
customer for a CSA contract 
All the informatton Gulfs management remembers relying on when deciding whether to offer a 
CSA to a customer or not 
Affidavit from customer indicating customer's intention on the day of signing the CSA 
Customer's investment options at the time of the CSA signing 

- 
Gulf 

X __ 
- 

X- 
X 
X 
X 

- 
- 

- 

- 
- 

X 

X 

X - 

Staff 
Revised 

i-- 

I 

--f--- 

t 

T 
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15. Required reports - the company would be required to file the following reports, for informational 
purposes. with the Commission on a regular basis 

Summary reporting information filed quarterly, and any additional relevant information available 
to the Commission upon request 
Other 

Gulf 
Gulf . Staff Staff Limited Guaranteed Separation 

Revised 7/30 Revised Contract Buy-through of costs 

Upon the Commission's own motion 
For all ClSR customers sioned within: 

X 

- 
One Year 
18 Months 
Two Years 

X X 

Three Years 
Four Years 

17. Items to be included in a contract review 
Commission determination of whether Gulfs decision that the CSA qualifylng bad was "at-risK' 
was prudent 
YeS 
Nn 

h. 
1. 

16. Initiation of contract prudence review 
Immediately after Commission notice regarding -A contect execution 
Upon Gulf exceeding ROE ceiling after taking imputed revenue differential into account 
In Gulfs next rate case 

b.* 
-J 
A 

. Commission determination of whether Gulfs projected incremental costs were reasonable at the 
time of signing the contract 
YeS 
No 

Determination of whether the contract at the time it was executed adequately accounted for 
future cost uncertainty 
YeS 
No 

X 

Description of columns 6, 7, and 8 (related to other approaches recently approved by the Commission): 

Limited Contract - the non-fuel energy recovery k discounted to inrcremental fuel casts of a low fuel cost incremental generating unit on the Southem Company system for five years with the 
dincount decreasing 20% each year until the full rate is applicable (this is similar to Foct Pierce's and City of Homesteads recently approved Contract Rate Schedule) 

Guaranteed buy-through - The u t i l i  shops for power (tha is similar to T E W s  buy-through provision or Lakeland's recently approved GSXS rate), and transmits it to the customer. 
Transmission and distribution costs will be recovered under this proposal. 

Separation of costs - Any allocated embedded and any incremental generation, transmission, and distribution costs should be placed "below-the-line", along with any revenue contribution to 
these costs, after cost recovery items have been recowred. 

4 

X 



GULF POWER 

ATTACHMENT B 

Summary of Changes 

a. New date. 

b. Newoption. 

C. Changed wording to more accurately reflect contents of Gulfs original proposal. Former wording was "Existing 'at risk' commercial industrial customer - 
load retention." 

d. Changed wording to more accurately reflect contents of Gulfs original proposal. Former wording was "Existing 'at risk' commercial industrial customer - 
load expansion." 

e. Changed wording to more accurately reflect contents of Gulfs original proposal. Former wording was "New 'at risk' commercial industrial customer - load 
building." 

f. Changed wording to more accurately reflect contents of Gulfs original proposal. Former wording was "Determination of allocation should be deferred until 
Gutf's next rate case and the associated prudence evaluation" 

g. Changed wording to conform to process currently used in Commission audits and in formal discovery. Intended to reduce docment handling burden on 
Commission and Company. Former wording was "Required documentation - the Company would be required to file the following documentation with 
Commission for regulatory prudence review" 

h. Changed wording to reflect that initiation of review follows notice to Commission that CSA has been executed. Former wording was "Immediately after execution 
of CSA contract" 

- 
-d a 

i. Changed wording to better reflect Gulfs original tiling. Former wording was "Upon Gulf exceeding ROE ceiling after discounted revenue imputation" 



Gulf Power Company Gulf Power 
CommerciPVIndustriJ Service Rider 

Pilot Study Implementation Plan 
[Page 1 of 21 

In order to give the Florida Public Service Commission and Gulf Power Company the opportunity to 
study the impacts and effects of a trial implementation of the Company’s proposed Commercial and 
Industrial Service (“CIS”) Rider under “real world” conditions, the following conditions are suggested for a 
Pilot Study Implementation Plan: 

Sunset provision: The CIS Rider would initially be scheduled to be closed to further subscription by 
eligible customers when one of three conditions has occurred: (1) The total capacity 
subject to executed Contract Service Arrangements (“CSAS”) reaches 200 
megawatts of connected load;’ (2) The Company has executed twelve CSAs with 
eligible customers under the CIS Rideq2 or (3) Fortyeight months has passed from 
the initial effective date.) The period defined by these conditions is the pilot study 
period. This sunset provision can be removed by the Commission at any time upon 
good cause having been shown by the Company based on data achieved during the 
pilot study period 

Availability: 

Approval level: 

In addition to the other limitations on availability contained in the Company’s 
original proposed CIS Rider, Gulf would limit its use of the rider so that a CSA will 
not be offered to a customer in order to shift existing load currently being served by 
a Florida electric utility pursuant to a tariffrate schedule on file with the FPSC away 
from that utility to Gulf Power. 

Before any CSA can be executed by the Company, it must first be reviewed and 
approveh by the members of Gulf Power’s executive management council (the 
Company’s president and vice presidents). Prior to execution, each CSA must be 
expected to produce a positive contribution to the Company’s fixed costs. The 
incremental costs on which each CSA is evaluated shall be determined in a manner 
consistent with the method for identification and quantification of such costs both 
for use in the Company’s evaluation of conservation and demand side management 
programs for cost effectiveness and the Company’s selection of cost-effective 
supply side resources. 

Revenue Allocation: Any revenues received by the Company pursuant to a CSA shall be allocated first to 
the various applicable cost-specific cost recovery clauses so that the revenues 
associated with the respective cost recovery clauses for true-up purposes will be the 
same with the CSA as they would be without the CSA. 

Required reports: In addition to the infonnation described in paragraph 15 of Gulf’s original petition 
in Docket No. 95 1 16 1 -EI, the Company would be required to file the foUowing 
information with the Commission in accordance with the Commission’s procedures 
for handling confidential information: 

a brief description of all CSAs executed during the quarter, including the 

for each CSA executed during the quarter, a summary of the justification 
for the offering. 
on an annual basis, the cumulative total of revenues associated with all 
CSAs executed by the Company. 

applicable rates, charges, and contract period involved. 

‘As a frame of reference, Gulf’s eight largest industrial customers have a coincident peak load of approximately 
200 megawatts. 

’Gulfs experimental/pilot real time pricing progrtkn has a maximum subscription limit of twelve customers. 

3Gulfs experimentaYpilot real time pricing program has a scheduled forty-eight month study period. 1.76 



Gulf Power Gulf Power Company 
CommerciaVIndustrial Service Rider 

Pilot Study Implementation Plan 
[page 2 of 21 

Regulatory review: Each executed CSA shall be fully reviewed by the Commission under conditions 
that protect the confidentiality of proprietary information, when either of two 
triggering events occur. The first possible triggering event is a request by Gulf for a 
base rate increase. The second possible triggering event would result from 
conditions identified through the Commission’s monthly surveillance reporting 
system discussed more fully in the following paragraph. This Commission review is 
to commence immediately following the occumence of the triggering event. The 
period for review shall be as long as necessary for the Commission’s staff to 
conduct all reasonable discoveq needed to evaluate the prudence of Gulf’s decision 
to execute each CSA then in existence. For this review by the Commission, Gulf 
will continue to have the burden of proof. At the conclusion of this regulatory 
review, if Gulf has not demonstrated to the Commission’s satisfaction that Gulf‘s 
decision to enter into any particular CSA under review was a prudent choice made in 
the best interests of Gulf’s general body of customers, then the difference between 
the revenues that would have been produced by Gulf’s standard tariff rates and the 
revenues that will be produced by the CSA will be imputed to the Company as 
though this amount was actually received by Gulffiom the CSA customer and will 
be taken into accounf by the Commission in regards to any adjustment in the 
Company’s base rates, whether in a rate case or in an over earnings review as noted 
below. ’ 

Upon the execution of a CSA, the Commission’s monthly surveillance reporting 
system will be enhanced to include a requirement that Gulf shall identify and report, 
for all executed CSAs, the difference between the revenues that would have been 
produced by Gulf’s standard tariff rates and the revenues that are produced by each 
executed CSA. This additional information would be set forth on a separate page so 
that the information can be filed subject to the Commission’s procedures for 
handling confidential and proprietary information. If the difference so reported, 
when added to the Company’s actual revenues, would cause Gulf’s achieved 
jurisdictional return on equity (“ROE” ) to exceed the top of the Company’s 
authorized range, the full review of the Commission discussed above will be 
triggered. The amount of such identified merence that would cause Gulf’s 
achieved jurisdictional return on equity (“ROE” ) to exceed the top of the 
Company’s authorized range will be held subject to refund as possible over earnings 
pending completion of the Commission’s review. 



G U L F  POWER 

Section VI 
Original Sheet No. 6.44 

U U L ~  ruvvER COMPANY 

RATE SCHEDULE CIS 
Limited Availability Experimental Rate 

CommerciaVlndustrial Service 

(Optional Rider) 

AVAllABlLlTY - Available, at the Company’s option, to non-residential customers currently taking service, 01 
qualified to take service, under the Company’s Rate Schedules applicable to loads of 500 KW or greater 
Customers desiring to take service under this rider must make a written request. Such request shall be subject tc 
the Company’s approval, with the Company under no obligation to grant service under this rider. 

This rider will be closed to further subscription by eligible customers when one of three conditions has occurred: 
(1) The total capacity subject to executed Contract Service Arrangements (‘CSAs”) reaches 200 megawatts oi 
xnnected load; (2) The Company has executed twelve CSAs with eligible customers under this rider; or (3) Forty 
Bight months has passed from the initial effective date. The period defined by these conditions is the pilot stud] 
2eriod. This limitation on subscription can be removed by the Commission at any time upon good cause having 
2een shown by the Company based on data and experience gained during the pilot study period. 

3ulf Power is not authorized by the Florida Public Service Commission to offer a CSA under this rate schedule in 
>der to shift existing load currently being served by a Florida electric utility pursuant to a tariff rate schedule on 
Ile with the Florida Public Service Commission away from that utility to Gulf Power. 

4PPLICABILITY - Service provided under this optional rider shall be applicable to all, or a portion of, the 
hstomets existing or projected electric service requirements which would not be served by the Company but foi 
he application of this rider and which would otherwise qualify for such service under the terms and conditions sei 
’orth herein. Such load (Qualifying Load) shall be determined by the Customer and the Company. Service 
’umished hereunder shall not be shared with or resold to others. 

Two categories of Qualifying Load shall be recognized: Retained Load (existing load at an existing location) and 
rlew Load (all other Qualifying Load). Qualifying Load must be served behind a single meter and must equal or 
?xceed a minimum level of demand determined from the following table: 

Retained Load: For Customers whose highest metered demand in the past 12 months was less 
than 10,000 KW, the minimum Qualifying Load would be the greater of 500 KW or 
20% of the highest metered demand in the past 12 months; or 

For Customers whose highest metered demand in the past 12 months was greater 
than or equal to 10,000 KW, the minimum Qualifying Load would be 2,000 KW. 

New Load: 1,000 KW of installed, connected demand. 

my Customer receiving service under this rider must provide the following documentation, the sufficiency of which 
hall be determined by the Company: 

Legal attestation by the Customer (through an affidavit signed by an authorized representative of the 
Customer) to the effect that, but for the application of this rider to the New or Retained Load, such load 
would not be served by the Company; 

Other documentation, as requested by the Company, demonstrating that there is a viable economic 
altemative (excluding altematives in which the Company has an ownership or operating interest) to the 
Customer‘s taking electric service from the Company; and 

ISSUED BY: Travis Bowden EFFECTIVE: 

178 



G U L F  POWER 
Section VI 
Original Sheet No. 6.45 

GULF ru-WER COMPANY 

3. In the case of existing Customers, an agreement to provide the Company with a recent energy audit of the 
Customer's physical facility (the Customer may have the audit performed by the Company at no expense 
to the Customer) which provides sufficient detail to provide reliable cost and benefit information on energy 
efficiency improvements which could be made to reduce the Customer's cost of energy in addition to any 
discounted pricing provided under this rider. 

2HARACTER OF SERVICE - This optional rider is offered in conjunction with the rates, terms, and conditions of 
he tariff under which the Customer takes service and affects the total bill only to the extent that the negotiated 
ates, terms, and conditions differ from the rates, terms, and conditions of the otherwise applicable rate schedules 
3s provided for under this Mer. 

MONTHLY CHARGES - Unless specifically noted in this rider or within the Contract Service Arrangement, the 
:harges assessed for service shall be those found within the otherwise applicable rate schedules. 

Additional Customer Charge: $250.00 

Demand/Energy Charges: Any negotiated Demand andlor Energy Charges, or the procedure for 
calculating the negotiated charges, under this rider shall be set forth in the Contract Service Arrangement 
and shall recover all incremental costs the Company incurs in serving the Customer's Qualifying Load plus 
a contribution to the Company's fixed costs. 

Provisions and/or Conditions Associated with Monthly Charges: Any negotiated provisions and/or 
conditions associated with the Monthly Charges shall be set forth in the Contract Service Arrangement and 
may be applied during all or a portion of the term of the Contract Service Arrangement. These negotiated 
provisions and/or conditions may include, but are not limited to, a guarantee by the Company to maintain 
the level of either the Demand and/or Energy Charges negotiated under this rider for a specified period, 
such period not to exceed the term of the Contract Service Arrangement. 

SERVICE AGREEMENT - Each Customer shall enter into a Contract Service Arrangement ("CSA") with the 
:ompany to purchase the Customer's entire requirements for electric service at the service locations set forth in 
he CSA. For purposes of the CSA, "the entire requirements for electric service" may exclude certain electric 
iervice requirements served by the Customer's own generation as of the date shown on the CSA. The CSA shall 
,e considered a confidential document. The pricing levels and procedures described within the CSA, as well as 
my information supplied by the Customer through an energy audit or as a result of negotiations or information 
equests by the Company and any information developed by the Company in connection therewith is considered 
onfidential, proprietary information of the parties. If requested, such information shall be made available for 
eview by the Florida Public Service Commission and its staff only and such review shall be made under the 
onfidentiality rules of the Commission. 

iERVlCE UNDER THIS RATE SCHEDULE IS SUBJECT TO RULES AND REGULATIONS OF THE COMPANY 
iND THE FLORIDA PUBLIC SERVICE COMMISSION. 

;SUED BY: Travis Bowden 3EFFECTIVE: 
-. 
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5. Minimum demand - minimum level of demand (KW) customer must have to be eligible for ClSR 
"A 

Gulf 

. _-. .- 
500 KW (0.5MW) of maximum monthly demand for existing customers 
1 OOO KW (1 MW) of connected load for new customers 

X 
X 

b. 

C. 

d. 
9. 

determines, that the complaining CUsdDmer 

ClSR was used to influence the 
as, and thereby adversely affect natural 
ISR contract?' (Competing with direct 

2 

Gulf 
Revised 

X 
X 

X 



L A  

n 
-2 

IO. Customer charge - the CSA customer should pay the following customer charge 
Unless specifically noted within the CSA, the otherwise applicable customer charge plus - .  
additional $250 per month 
Actual incremental costs to negotiate the CSA contract 
Actual incremental costs to administer the CSA contract 
The othemise appliible customer charge plus $250 per month 

11. The CSA minimum revenues will 
Be Mlfficientto coverall costs in the priCefioorand make a p o s h  contribution to tixed costs 
Be sufficient to m e r  all costs in the price floor plus 20% 

12. Price floor components - in a d d i i  to any wstomercharge, "all costs in the price floor" are 
Mned as: 

Incremental- capacitycosts 
Incremental transmission capacity costs 
Incremental distribution c a p *  costs 
Incremental administrative 8 aeneral wemead costs w _ _  _ _ _  - 
Averageembeddedgeneration capecitvcosts 
Average embedded transmission capacity costs 
Average embedded distribution capacity costs 

~~ 

Average embedded administrative and genera lcosts 
All othermse ' applicable cost recovery clauses (fuel; purchased power, including power pool 
capacity; environmental; conservation) 

13. Sharing - how should any unrecovered embedded cost associafed with the CSA kad be shared 
wtv" stocwlolders and non CSAcwtomers? 

Gulf will absorb any unrecovered embedded cost until the next rate case. Future allocation 
should be deferred until Gulf's next rate cam and the associafed pNdence evaluation. 
Commission should establiih upfrant, when approving a ClSR tariff, a percentage sharing 
h u l a  

14. Required documentation -the Company (NouJd be required to have the following documentation 
readily available for the Commission's inspection (and/or copying if requested) during regulatory 
prudence review 

For each contract all wrkpapers. calculations. and supporting documentation, including 
c u a O m e r s p e c i f i c i ~  ' , used by Gulfs management to determine the eligibility of a 
customer far a CSA contract 
All the i n f o "  . GuIPs management remembers relying on when deciding whether to offer a - - -  - 
CSAtoacustomerornot 
Affidavit from customer indi ing cUsb0"s intention on the day of signing the CSA 
Customer's investment ootions at the time of the CSA sianina 

Gulf 
Revised 

X 

X 

X 
X 
X 
X 

X 

Staff Staff Limited 
7/30 Revised Contract 

X 

I I 

X 

I 1 
X 
X I I 
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Gulf 
Gulf Revised 

15. Required reports - the company would be required to file the following reports, for informational 
purposes, with the Commission on a regular basis 

Summary reporting informatiion filed quarterly, and any additional relevant information available 
to the Commission upon request X X 
Other 

h. 
i. 

16. Initiation of contract pNdence rwiew 
Immediately after Commissiion notice regarding CSA contract execution 
Upon Gulf exceeding ROE ceiling after taking imputed revenue differential into account 

X 
X 

In Gulfs next rate case X 
Upon the Commission's own motion 1 x 1  
For all ClSR customers signed within: 

One Year 
18 Months 
Twn Years 
Three Years 
Four Years 

17. Rems to be Included in contrad review 
Commission determination of whether Gulfs decidon that the CSA qualifying bad was "at-risk' 
-Prudent 
Ye8 X X 
No 

cur" determination of whethsr Gulfs pmjected Incremental co6ts were reasonable at the 
time of signing the contract I x l  x . I  Ye8 
No 

Determination of whether the centrad at the time it was executed .dequately accounted for 
future cost uncertainty 
YeS X X 
No 

Description of columns 6,7, and 8 (related to other approaches recentty approved by the Commission): 

Staff I Staff I Limited Guaranteed 
Buy - thvh  

separation 
of costs 

Umltsd Contract -the non-twl "gy recowry k discounted to inrcnmental hrel touts of a low fuel coat incremental generating unit on the Southern Company system for fnre years with the 
d m n t  decreasing 20% cacti year until the full rate is appllcabk (thii is similar to Fati Pierce's and Cny of Homestead's recently approved Contract Rate Schedule) 

Gurnnteed buy-through - The utillty shops for paww (thk is similar to T E W s  buy-through provision or Lakeland's recently approved GSX-6 rate), and tramunb it to the customer. 
Transmissii and distribution costs will be recovered under this proposal. 

Separation of costs - Any allocated embedded and any incremental generation, transmission, and distribution casts should be placed "below-thdine", abng with any revenue contribution to 
these costs, after COa recowry items have been recovered. 

4 



GULF POWER ALTERNATIVE 

ATTACHMENT B 

Summary of Changes 

a. New date. 

b. Newoption. 

C. Changed wording to more accurately reflect contents of Gulfs original proposal. Former wording was "Eja;sting 'at risk' commercial industrial customer - 
load retention." 

d. Changed wording to more accurately reflect contents of Gulf's original proposal. Former wording was "Existing 'at risk' commercial industrial customer - 
load expansion." 

e. Changed wording to more accurately reflect contents of Gulf's original proposal. Former wording was "New 'at risk' commercial industrial customer - loab 
building." 

f. Changed wording to more accurately reflect contents of Gulf's original proposal. Former wording was "Determination of allocation should be deferred until 
Gulf's next rate case and the associated prudence evaluation" 

g. Changed wording to conform to process currently used in Commission audits and in formal discovery. Intended to reduce docment handling burden on 
Commission and Company. Former wording was "Required documentation - the Company would be required to file the following documentation with 
Commission for regulatory prudence review" 

3 
-I7 

h. Changed wording to reflect that initiation of review follows notice to Commission that CSA has been executed. Former wording was "Immediately after execution 
of CSA contract" 

i. Changed wording to better reflect Gulf's original filing. Former wording was "Upon Gulf exceeding ROE ceiling after discounted revenue imputation" 



Gulf Power Company 
CommerciPVIndustrial Service Rider 

Pilot Study Implementation Plan 
[page 1 of 21 

Gulf Power Alternative 

In order to give the Florida Public Service Commission and Gulf Power Company the opportunity to 
study the impacts and effects of a trial implementation of the Company’s proposed Commercial and 
Industrial Service (“CIS”) Rider under “real world” wnditions, the following conditions are suggested for a 
Pilot Study Implementation Plan: 

Sunset provision: 

Availability: 

Approval level: 

Revenue Allocation: 

. -  

Required reports: - 
_ _  

The CIS Rider would initially be scheduled to be closed to further subscription by 
eligible customers when one of three conditions has occmed: (1) The total capacity 
subject to executed Contract Service Arrangements (“CSAs”) reaches 200 
megawatts of connected load,’ (2) The Company has executed twelve CSAs with 
eligible customers under the CIS Rider,’ or (3) Forty-eight months has passed from 
the initial effective date.3 The period defined by these conditions is the pilot study 
period. This sunset provision can be removed by the Commission at any time upon 
good cause having been shown by the Company based on data achieved during the 
pilot study period. 
In addition to the other limitations on availability contained in the Company’s 
original proposed CIS Rider, Gulfwould limit its use of the rider so that a CSA will 
not be offered to a customer in order to shift existing load currently being served by 
a Florida electric utility pursuant to a tarif€rate schedule on file with the FPSC away 
from that utility to Gulf Power. 

Before any CSA can be executed by the Company, it must first be reviewed and 
approved by the members of Gulf Power’s executive management council (the 
Company’s president and vice presidents). Prior to execution, each CSA must be 
expected to produce a positive contribution to the Company’s fixed costs. The 
incremental costs on which each CSA is evaluated shall be determined in a manner 
consistent with the method for identification and quantification of such costs both 
for use in the Company’s evaluation of conservation and demand side management 
programs for cost effectiveness and the Company’s selection of cost-effective 
supply side resources. 

Any revenues received by the Company pursuant to a CSA shall be allocated first to 
the various applicable cost-specific cost recovery clauses so that the revenues 
associated with the respective cost recovery clauses for true-up purposes will be the 
same with the CSA as they would be without the CSA. 

In addition to the information described in paragraph 15 of Gulfs original petition 
in Docket No. 95 1 16 1-EI, the Company would be required to file the following 
information with the Commission in Bccordatlce with the Commission’s procedures 
for handling coddemtial infomution: 
e a brief description of all CSAs executed during the quarter, including the 

applicable rates, charges, and contract period involved. 
for each CSA executed during the quarter, a summary of the justification 
for the offering. 
on an annual basis, the cumulative total of revenues associated with all 
CSAs executed by the Company. 

e 

’As a fix” of reference, G u l f s  eight largest industid customers have a coincident peak load of 

2 W s  experimenWpilot real time pricing p m g h  has a m a x i ”  subscription limit of twelve customers. 

approximately 200 megawatts. 

3 W s  experimental/pilot real time pricing program has a scheduled forty-eight month study period. 186 



Gulf Power Company 
CommerciaUIndustnal Service Rider 

Pilot Study Implementation Plan 
[Page 2 of 21 

Gulf Power Alternative 

Regulatory review: Each executed CSA shall be fully reviewed by the Commission under conditions 
that protect the confidentiality of proprietary infomation. Each executed CSA shall 
have a “regulato~y out” clause that allows the Florida Public Service Commission a 
period of sixty  (60) days to review the agreement and Gulf Power’s justification 
related thereto. Ifno action to disapprove the CSA occurs within this s i x t y  (60) day 
period, then the CSA shall become effective and the regulatory out provision shall 
become moot. 

Upon the execution of a CSA, the Commission’s monthly surveillance reporting 
system will be enhanced to include a requirement that Gulf shall idenm and report, 
for all executed CSAs, the dif€erence between the revenues that would have been 
produced by Gulf’s standard tariff rates and the revenues that are produced by each 
executed CSA. This additional infomation would be set forth on a separate page so 
that the infoxmation can be filed subject to the Commission’s procedures for 
handling confidential and proprietary information. 



GULF POWER ALTERNATIVE 

Section VI 
Original Sheet No. 6.44 

n s w m  me) 
uuu- rvvVER COMPANY 

RATE SCHEDULE CIS 
Limited Availability Experimental Rate 

Commercialllndustrial Sewice 

(Optional Rider) 

AVAllABlLlTY - Available, at the Company's option, to non-residential customers currently taking service, 01 
qualified to take service, under the Company's Rate Schedules applicable to loads of 500 KW or greater, 
Customers desiring to take service under this rider must make a written request. Such request shall be subject ta 
the Company's approval, with the Company under no obligation to grant service under this rider. 

This rider will be closed to further subscription by eligible customers when one of three conditions has occurred: 
(1) The total capacity subject to executed Contract Service Arrangements ("CSAs') reaches 200 megawatts 01 
connected load; (2) The Company has executed twelve CSAs with eligible customers under this rider; or (3) Forty. 
eight months has passed from the initial effective date. The period defined by these conditions is the pilot study 
period. This limitation on subscription can be removed by the Commission at any time upon good cause having 
been shown by the Company based on data and experience gained during the pilot study period. 

Gulf Power is not authorized by the Florida Public Service Commission to offer a CSA under this rate schedule in 
order to shift existing load currently being served by a Florida electric utility pursuant to a tariff rate schedule on 
file with the Florida Public Service Commission away from that utility to Gulf Power. 

Each executed CSA shall have a 'regulatory out' clause that allows the Florida Public Service Commission a 
period of sixty (60) days to review the agreement and Gulf Power's justification related thereto. If no action ta 
disapprove the CSA occurs within this sixty (00) day period, then the CSA shall become effective and the 
regulatory out provision shall become moot. 

APPLICABILITY - Service provided under this optional rider shall be applicable to all, or a portion of, the 
Customer's existing or projected electric service requirements which would not be served by the Company but foi 
the application of this rider and which would othelwise qualify for such service under the terms and conditions sei 
forth herein. Such load (Qualifying Load) shall be determined by the Customer and the Company. Service 
fumished hereunder shall not be shared with or resold to others. 

Two categories of Qualifying Load shall be recognized: Retained Load (existing load at an existing location) and 
Yew Load (all other Qualifying Load). Qualifying Load must be served behind a single meter and must equal 01 
sxceed a minimum level of demand determined from the following table: 

Retained Load: For Customers whose highest metered demand in the past 12 months was less 
than 10,000 KW, the minimum Qualifying Load would be the greater of 500 KW or 
20% of the highest metered demand in the past 12 months; or 

For Customers whose highest metered demand in the past 12 months was greater 
than or equal to 10,000 KW, the minimum Qualifying Load would be 2,000 KW. 

New Load: 1,000 KW of installed, connected demand. 

4ny Customer receiving service under this rider must provide the following documentation, the sufficiency of which 
;hall be determined by the Company: 

Legal attestation by the Customer (through an affidavit signed by an authorized representative of the 
Customer) to the effect that, but for the application of this rider to the New or Retained Load, such load 
would not be served by the Company; 

ISSUED BY: Travis Bowden EFFECTIVE: 

7 8 8  



GULF POWER ALTERNATIVE 
Section VI 
Original Sheet No. 6.45 

GULF POWER COMPANY 

!. Other documentation, as requested by the Company, demonstrating that there is a viable economic 
altemative (excluding altematives in which the Company has an ownership or operating interest) to the 
Customer's taking electric service from the Company; and 

In the case of existing Customers, an agreement to provide the Company with a recent energy audit of the 
Customer's physical facility (the Customer may have the audit performed by the Company at no expense 
to the Customer) which provides sufficient detail to provide reliable cost and benefit information on energ] 
efficiency improvements which could be made to reduce the Customer's cost of energy in addition to an) 
discounted pricing provided under this rider. 

:HARACTER OF SERVICE - This optional rider is offered in conjunction with the rates, terms, and conditions o 
i e  tariff under which the Customer takes service and affects the total bill only to the extent that the negotiatec 
ates, terms, and conditions differ from the rates, terms, and conditions of the otherwise applicable rate schedule: 
s provided for under this rider. 

IONTHLY CHARGES - Unless specifically noted in this rider or within the Contract Service Arrangement, the 
harges assessed for service shall be those found within the otherwise applicable rate schedules. 

Additional Customer Charge: $250.00 

Demand/Energy Charges: Any negotiated Demand andlor Energy Charges, or the procedure fol 
calculating the negotiated charges, under this rider shall be set forth in the Contract Service Arrangemeni 
and shall recover all incremental costs the Company incurs in serving the Customer's Qualifying Load plus 
a contribution to the Company's fixed costs. 

Provisions andlor Conditions Associated with Monthly Charges: Any negotiated provisions andloi 
conditions associated with the Monthly Charges shall be set forth in the Contract Service Arrangement and 
may be applied during all or a portion of the term of the Contract Service Arrangement. These negotiated 
provisions and/or conditions may include, but are not limited to, a guarantee by the Company to maintain 
the level of either the Demand andlor Energy Charges negotiated under this rider for a specified period, 
such period not to exceed the term of the Contract Service Arrangement. 

ERVICE AGREEMENT - Each Customer shall enter into a Contract Service Arrangement (%SA"') with the 
ompany to purchase the Customer's entire requirements for electric service at the service locations set forth in 
e CSA. For purposes of the CSA, Yhe entire requirements for electric service" may exclude certain electric 
?rvice requirements served by the Customer's own generation as of the date shown on the CSA. The CSA shall 
? considered a confidential document. The pricing levels and procedures described within the CSA, as well as 
iy  information supplied by the Customer through an energy audit or as a result of negotiations or information 
quests by the Company and any information developed by the Company in connection therewith is considered 
mfidential, proprietaly information of the parties. If requested, such information shall be made available for 
view by the Florida Public Service Commission and its staff only and such review shall be made under the 
mfidentiality rules of the Commission. 

IRVICE UNDER THIS RATE SCHEDULE IS SUBJECT TO RULES AND REGULATIONS OF THE COMPANY 
\1D THE FLORIDA PUBLIC SERVICE COMMISSION. 

EFFECTIVE: ? 89 ISSUED BY: Travis Bowden 
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Attachment 6 
FLORIDA PUBLIC SERVICE COMMISSION 

Capital Circle Office Center 0 2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

- M E M O R A N D U M  

JULY 18, 1996 

DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO) 

FROM : DIVISION OF ELECTRIC & GAS (TRAPP) 
DIVISION OF LEGAL SERVICES (JOHNSON) 

RE : DOCKET NO. 960789-E1 - PETITION FOR AUTHORITY TO 
IMPLEMENT PROPOSED COMMERCIAL/INDUSTRIAL SERVICE RIDER ON 
PILOT/EXPERIMENTAL BASIS BY GULF POWER 

AGENDA: JULY 30, 1996 - REGULAR AGENDA - TARIFF FILING - 
INTERESTED PERSONS MAY PARTICIPATE 

CRITICAL DATES: 60 DAY SUSPENSION DATE - AUGUST 27, 1996 
SPECIAL INSTRUCTIONS: I:\PSC\EAG\WP\960789.RCM 

CASE BACKGROUND 

On September 27, 1995, Gulf Power Company (Gulf) 
petitioned for approval of its Commercial/Industrial Service Rider 
(CISR or CIS-rider) . The proposed tariff rider would allow Gulf to 
negotiate discount rates with individual customers if Gulf was 
convinced an existing customer would leave Gulf's system, or if a 
new customer would not locate in Gulf's territory in the absence of 
a discount rate. The rider would be limited to existing customers 
with load in excess of 500 KW or new customers with load in excess 
of 1,000 KW. If Gulf and the customer were able to agree on the 
price and other terms and conditions, the customer would be 
required to execute a Contract Service Arrangement (CSA) . Gulf 
requested that the terms and conditions of these CSAs be treated as 
confidential. 

An evidentiary hearing was held on March 7-8, 1996. At 
the June 11 Agenda Conference, the Commission voted to deny the 
tariff. However, the Commission went on to discuss each issue in 
the recommendation with the intent of clarifyins their concerns - 
with specific concepts contained in the tariff. The two major 
concerns appeared to be the definition of incremental cost used by 
Gulf to determine the price floor for any contract rate, and the 
accurate determination of "at-risk" customers. 

At the conclusion of the discussion, Staff was instructed 
to meet with Gulf Power to discuss the concerns raised by the 
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Commission and attempt to negotiate a new tariff which would meet 
those concerns. 

Staff met with Gulf Power and other interested parties on 
June 20. At that meeting, staff presented alternatives (Attachment 
1) to Gulf's proposal but no aqreement was reached on modifications - -  
to the original tariff filing. Staff met with Gulf again on June 
27. At that meeting Gulf presented a revised implementation plan 
for the tariff which it stated addressed the concerns raised by the 
Commission. Gulf, however did not modify the tariff language 
itself. Gulf's revised implementation plan offered several changes 
to the original plan: (1) A cap of 200 MW or 12 contracts was 
placed on subscription to the tariff and the trial period was 
limited to 48 months; ( 2 )  Gulf clarified that all contracts would 
be subject to the approval of its executive management (president 
and vice-presidents); (3) In addition to the information cited in 
the staff's recommendation on the original tariff, Gulf offered to 
supply contract-specific information on the size, discount and 
justification for offering the contract and; (4) Gulf agreed to 
show as a separate line item on its monthly surveillance reports 
the difference between the revenue which would have been received 
under the otherwise applicable tariff rate and the contract rate. 

Gulf refiled its CISR tariff and revised implementation 
plan on June 28 and requested Commission consideration be expedited 
for the July 16, 1996 Agenda Conference. Since Gulf's petition is 

approve the tariff as filed; ( 2 )  deny the tariff as filed; or (3) 
suspend the tariff to allow further review. 

a tariff filing, the Commission has only three options: (1) 

DISCUSSION OF ISSUES 

ISSUE 1: Should the Commission approve Gulf's revised CISR tariff 
as filed on June 28, 1996? 

RECOMMENDATION: No. While it represents some improvement, Gulf's 
revised proposal still does not address the fundamental concerns: 
(1) definition of incremental cost and (2) determination of an "at- 
risk" customer. 

STAFF ANALYSIS: Gulf's CISR proposal hinges on two major points: 
(1) whether or not the customer is truly at risk; and (2) how the 
incremental cost for an individual customer is determined. If the 
customer is not llat-riskll, and in fact has no realistic alternative 
to taking power from Gulf, Gulf forgoes revenues which it could 
have received. Although Gulf maintained throughout the hearing 
that the Commission has the authority to perform a detailed review 
of any contract at any time, that position ignores the difficulty 

- 2 -  
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in evaluating an individual customer's alternatives. This 
difficulty is enhanced if the customer is a multi-national company 
with worlhwi de investment opportunities . 

At-Risk status. Gulf failed in both the original and the 
revised petitions to define the parameters which would be used to 
evaluate a customer's ability to leave Gulf I s system. Instead, 
Gulf has simply said that it has the knowledge and expertise to 
make these determinations. The Commission would have to rely on 
Gulf's value judgment and would be limited to evaluating the 
information Gulf decides to collect. Since any review by the 
Commission would be after the contract is signed, the Commission 
could not gather additional information about conditions prior to 
the contract it deems pertinent to the evaluation. Without 
specific parameters on what type of information Gulf will use to 
evaluate whether a customer is "at-risk, Staff believes Gulf I s 
insistence that the Commission has meaningful oversight is a hollow 
argument. 

Incremental cost definition. The definition of 
incremental cost is critical to the evaluation of a contract rate. 
In its revised petition, Gulf offers to require a Ilpositive 
contribution" above incremental cost. However, if the definition 
of incremental cost does not include all the relevant costs 
associated with the customer, any contribution above a floor is 
meaningless. In the original petition, Gulf proposed to use the 
Rate Impact Methodology (RIM) cost effectiveness procedure to 
determine the incremental cost floor or minimum price for a given 
customer. This RIM procedure requires consideration of entries 
such as the average KW savings, which have no real meaning for a 
single Ilat-risk" customer. Average KW savings is the result of 
measurements between customers participating in a conservation 
program and reference customers not participating in the 
conservation program. 

Gulf is a member of the Southern Company corporate power 
pool, therefore a significant portion of Gulf's generation costs 
arise from buying and selling power on the Southern System. 
Currently, Gulf is a net buyer on the system and the cost of system 
power pool purchases is passed directly to the general body of 
ratepayers through the Capacity Cost Recovery Clause and the Fuel 
Adjustment Clause. If a large customer leaves Gulf's system, the 
cost of purchased power declines for all customers. If a customer 
is retained through a discount rate contract or a new customer is 
added to the system, the cost of the purchased power increases. 
These increased costs are passed on to all customers through the 
Recovery Clauses. 

If the contract customer does not pay his full purchased 
power cost and/or fuel costs, the general body of ratepayers will 

- 3 -  
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be subsidizing the contract through higher recovery clause rates. 
This contradicts Gulf's assertion that the rest of the ratepayers 
will not be harmed between rate cases. Gulf's revised proposal 
does not address the purchased power issue at all and simply 
reiterates that Gulf will evaluate cost "in a manner consistent 
with the method for identification and quantification of such costs 
both for use in the Company's evaluation of conservation and demand 
side management programs for cost effectiveness and the Company's 
selection of cost-effective supply side resources." The revised 
proposal does not provide any better definition of what costs and 
benefits will be included in the cost-effectiveness analysis or how 
these will be quantified than the original petition. 

Gulf contends that any increase in power pool capacity 
costs should not be considered when determining a customer's 
incremental cost. Gulf argues that the purpose of capacity 
payments among the power pool members is to equalize the reserve 
generating margin costs. Staff does not understand this 
explanation. Until the issue as to why increased power pool cost 
is not an incremental cost is resolved, implementation on an 
experimental or permanent basis is ill-advised. 

Other concerns. One of the issues raised in the original 
docket concerned the number and type of customers who would 
potentially be eligible for contract negotiations. Because of the 
potential for price discrimination occurring, the Commission 
discussed at length during the June 11 Agenda conference the 
desirability to limit any contract tariff until more experience 
could be gained as to the impacts of negotiated contracts on a 
utility. Gulf's revised tariff limits the contract eligibility to 
a maximum of 200 MW or 12 contracts and limits the ability to enter 
into contracts under the tariff to four years from the effective 
date. An individually negotiated contract may and will likely 
extend beyond the 48 month sign-up period. Two hundred megawatts 
represents approximately 10% of Gulf's total load. Given the 
uncertainty in correctly identifying "at-riskll customers and 
incremental cost, Staff believes this represents too great a risk 
for an experimental program. Staff notes that 200 MWs appears 
close to what Gulf stated in the original CISR filing and would be 
the MW load of all customers likely to be targeted for CISR 
contracts. We also note that in states where discounted rates have 
been approved, complaints of discrimination are beginning to 
surface. For example, according to industry news accounts, an Ohio 
steel manufacturer has recently filed a discrimination complaint 
against a utility which provided a discount rate to another 
similarly situated steel mill within its service area. 

Gulf's revised proposal sets forth two conditions which 
would trigger a full review of all contracts: (1) a request by Gulf 
Power for a base rate increase; and ( 2 )  a condition identified 

- 4 -  
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through the monthly surveillance reports wherein the sum of 
unrecovered embedded cost represented by the otherwise applicable 
rates and the actual revenues received places Gulf's rate of return 
above the authorized ceiling. However, Gulf fails to specify what 
action the Commission should or could take, beyond the normal 
overearnings review. Staff does not see this as an improvement 
over the authority the Commission has under the original petition, 
even though it was not explicitly addressed. 

Gulf did offer to expand the amount of information it 
would provide on individual contracts. Information provided on a 
quarterly basis would include all items identified by staff in 
Issue 15 of the Staff's recommendation in Docket 951161-EI, plus: 

A brief description of all CSA's executed during the 
quarter, including the applicable rates, charges, and 
contract period involved; 

A summary of the justification for each CSA offered 
during the period; and 

On an annual basis, the cumulative total of revenues 
associated with all CSA's executed by the Company. 

However, the additional information does not alleviate concerns 
with the Ilat-risk" determination or the definition and calculation 
of incremental cost. Therefore, Staff recommends denial of this 
petition on the same basis as the original petition since none of 
the significant concerns have been addressed in a meaningful way. 
Gulf has titled its second CISR tariff an experiment. However, 
Gulf has not proposed a hypothesis to be tested by the experiment 
or pass/fail criteria to determine whether the experiment is a 
success or a failure. 

In the spirit of negotiation, staff presented four 
alternatives to Gulf's proposed CISR at the June 20 and June 27 
meetings (See Attachment 1) . These alternatives were formalized 
and sent to Gulf on July 1, as promised during the June 27 meeting. 
Staff believes any of these alternatives would render moot the 
problems associated with identifying I1at-riskl1 customers and 
determining incremental cost while at the same time preserving the 
rate flexibility Gulf maintains it needs to retain and attract 
load. Gulf's apparent rejection of these alternatives, as 
evidenced by the present filing, delivered only one day after the 
June 27 meeting, may indicate an irreconcilable difference in 
philosophy which may make further negotiations difficult at best. 
Nevertheless, Staff is willing to continue discussions. 
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ISSUE 2: If the Commission wishes to experiment with CISR rates, 
what changes should be made to Gulf’s implementation plan 
and tariffs? 

RECOMMENDATION: The experiment should be limited to one customer. 
Gulf should be allowed to negotiate a rate and sign a contract with 
this customer without prior review. Upon notifying the Commission 
that the contract has been signed, a docket should be opened to 
review the prudence of the contract. This review should include 
but not be limited to determining whether (a) Gulf was truly at 
risk of losing the customer’s load, and (b) Gulf’s negotiated rate 
will recover, at a minimum, the cost of incremental production cost 
including power pool capacity payments; average embedded 
transmission, distribution, and administration and general costs; 
and all otherwise applicable fuel, environmental and conservation 
costs. Gulf has the option to refile its tariff incorporating all 
changes approved by the Commission at Agenda. Tariffs reflecting 
Commission-approved terms and conditions could then be approved 
administratively by Staff. 

STAFF ANALYSIS: In Attachments 2 and 3 ,  Staff has prepared a 
revised version of Gulf’s Commercial/Industrial Service Rider Pilot 
Study. Attachment 2 shows a revised implementation plan for the 
study in type and strike format. Attachment 3 shows the revised 
tariffs, also in type and strike format. 

Staff proposes that the experiment be limited to one 
customer at least until the Commission has had the opportunity to 
examine exactly how Gulf intends to implement the theories and 
concepts of the CISR. Gulf may negotiate a rate and sign a 
contract with this customer without prior Commission review. Upon 
notifying the Commission that the contract has been signed, the 
Commission should immediately open a docket to review the prudence 
of Gulf’s actions in arriving at the negotiated contract. This 
review will include but not be limited to determining: (a) whether 
the customer would not have remained a customer or would have 
reduced (or not increased) its electrical consumption, or would not 
have located in Gulf s territory but for Gulf’s discounted rate, 
(b) whether Gulf properly calculated and will recover from the 
customer the appropriate price floor, and (c) the impact on system 
planning and the need for additional generation resulting from the 
obligation to serve the CISR customer after the termination of the 
contract. For purposes of this experiment, the price floor for the 
contract should at a minimum include the following costs calculated 
over the life of the CSA contract: 

(1) incremental production costs including power pool 
capacity payments; 
( 2 )  average embedded transmission; 
( 3 )  average embedded distribution; 
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( 4 )  the otherwise applicable fuel, environmental and 
conservation costs; 
( 5 )  average embedded administration and general 
expenses. 

Staff believes that holding a hearing to review the "at 
risk" status of the customer immediately after the CISR contract is 
entered into will provide experience to both Gulf and the 
Commission while the information used to evaluate the customer's 
status is still fresh. The redefining of the price floor also 
better protects Gulf's existing customers since price discounting 
only occurs for generation costs where current competitive 
pressures exist. This is in keeping with current competitive 
thinking where even under a scheme of direct retail access, 
customers would still be responsible for the average embedded cost 
of transmission and distribution services. 

The experiment proposed above is one of four alternatives 
proposed by staff at the June 27 meeting with Gulf. Staff believes 
that a I1regulatory1l type of approach as outlined below is more 
appropriate as a first step into competitive markets. These 
alternatives do not require the Commission to determine a 
customer's Ilat-riskll status or the appropriate incremental cost. 
The issue of incremental cost alone has been disputed before the 
Commission for over 15 years in QF contracts and is gradually being 
abandoned in favor of bidding. 

1. Rate Cap - Gulf may offer a rate discount to any 
customer it chooses if it agrees to a base rate cap for 
10 years and any increase in purchase power costs due to 
the CISR customer are borne by that customer. 

2 .  Minimum Rate - As described above, the price floor 
for a CISR contract should at a minimum include 
incremental production costs including power pool 
capacity payments; average embedded transmission, 
distribution, and administration and general costs; and 
the otherwise applicable fuel, environmental and 
conservation costs. 

3. Wholesale-Retail Type Cost Allocation - Gulf may 
separate its commingled assets on a fully allocated cost 
basis between customers receiving service pursuant to 
standard tariff rates and negotiated rates. Basically 
this means establishing a separate unregulated rate class 
for "at risk" customers. 

4. ROE Ceiling - Gulf may offer any rate it wishes to 
any customer it wishes provided that, after imputing 
revenues foregone under the contract, the ROE does not 
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exceed the ceiling of the approved ROE. Imputation of 
revenues foregone under a negotiated rate contract would 
continue to be imputed for future base rate cases. 

Staff believes any of these alternatives would render 
moot the two major issues associated with identifying "at risk" 
customers and determining each customer's incremental cost while at 
the same time preserving the rate flexibility Gulf maintains it 
needs to retain and attract load. However, two lesser issues 
remain. The first is whether it is fair to give a rate discount to 
one commercial or industrial customer and not to other customers 
who are competing with the customer receiving the discount. One 
state solved this issue by mandating that if one customer received 
a discount, all customers in the same Standard Industrial Code 
(SIC) also be offered the same rate. Another concern is the 
creation of disputes among utilities in serving new load in areas 
not covered by a territorial agreement. 

To address these issues, Staff added to the 
implementation plan a provision that the rate discount terminate 
upon either of two conditions: (1) a finding by the Commission 
that the rate unfairly discriminates against a business competitor 
of the CIS customer, or ( 2 )  the filing of a territorial dispute 
over service to a new customer Gulf serves or plans to serve 
pursuant to the CIS Rider. Either occurrence may trigger a review 
and redesign of the experiment. 

ISSUE 3: Should this docket be closed? 

STAFF RECOMMENDATION: Yes, if no protest is filed within 21 days 
of the issuance of this order. 

STAFF ANALYSIS: Staff believes that further discussions would be 
more fruitful outside a tariff docket with its associated time 
frame requirements. If at some future time, parties come to a 
consensus, a new docket can be opened. We therefore recommend that 
this docket be closed if no protest is filed. 

- 8 -  
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State of Florida 

Commissioners: 
SUSAN F. CLARK, CHAIRMAN DIVISION OF ELECTRIC & GAS 
J .  TERRY DEASON JOSEPH D. JENKINS 
JULIA L. JOHNSON DIRECTOR 

JOE GARCIA 
DIANE K. KIESLING (904) 413-6700 

July 19, 1996 

Mr. Arlan Scarborough 
Gulf Power Company 
Post Office Box 1151 
Pensacola, Florida 32520-0 100 

Dear Mr . Scarborough: 

Re: Commercial and Industrial Service Rider 

As stated at our two negotiating sessions, Gulf has not addressed staff's two main 
concerns with Gulf's Commercial and Industrial Service Rider (CISR). The revised proposal 
presented on June 27, 1996 still does not remedy the following shortcomings: (1) The 
definition of incremental costs should include increases in power pool capacity payments due 
to the retained or increased load and; (2) The Commission does not have the expertise and 
should not be put in the position of performing sophisticated market analysis to determine 
when a business is an "at-risk" customer. The issue is particularly complicated and the 
degree of uncertainty magnified when dealing with multi-national corporations. 

In the spirit of negotiation, staff offers the following four alternatives, presented orally 
at the June 27 meeting, which we believe render moot the above two shortcomings. We 
believe these solutions avoid lower use customers with little or no market power subsidizing 
those with market power. 

1. RATECAP - If the electric utility agrees to a base rate cap for 10 years and any 
increase in purchase power costs due to the CISR customer are borne by that 
customer, the electric utility may offer a rate discount to any customer it 
chooses. As stated at our meetings with Gulf, with the prospect of competition 
in the electric industry, regulation may no longer be a zero-sum game in which 
revenues foregone to one customer are ultimately borne by other customers. 
The rate cap is consistent with this observation. 

CAPITAL CIRCLE OFFICE CENTER 2540 SHUMARD OAK BLVD TALLAHASSEE, FL 32399-0850 
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2. MINIMUM RATE- The minimum electric utility rate may be based in part on 
two rate base components plus cost recovery clauses: 

The first component would be rates necessary to provide transmission 
and/or distribution service. This is appropriate because under a fully 
competitive generation market, the utility would presumably recover at least 
this amount. 

The second component would be Gulf Power’s power pool capacity costs 
plus average fuel costs. I am aware that Southern Company has petitioned 
the FERC to base power pool capacity costs on a peaking unit and that the 
per kilowatt costs for peaking units may be less than the per kilowatt costs 
for existing generating units. I further realize that, to some unknown extent, 
this concept may violate the principle that lower-use captive customers 
should not subsidize rate discounts given to larger-use customers that have 
market power. 

To the above shall be added any cost recovery charges such as fuel, 
purchased power, and conservation. However, conservation cost recovery 
charges may be removed if the cost of class-specific programs are recovered 
directly from the rate class. 

3. WHOLESALE-RETAIL TYPE OF COST ALLOCATION - An electric utility 
may separate its commingled assets on a fully allocated cost basis between 
customers receiving service pursuant to standard tariffed rates and negotiated 
rates. 

4. ROE CEILING - An electric utility may offer any rate it wishes to any customer 
it wishes provided that, after imputing revenues foregone under the contract, the 
earned ROE does not exceed the ceiling of the approved ROE. Although not 
explicitly stated at our meeting, staff intends that imputation also apply to any 
future base rate cases. 
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The above four alternatives allow Gulf Power the flexibility to offer any rate it wishes 
to any customer and circumvent both the shortcoming of having the Commission guess 
whether a customer is an "at-risk" customer and our disagreement whether Gulf's power 
pool capacity payments to the Southern Company are an incremental cost. These proposals 
do not address, however, confidentiality or undue discrimination. It is staff's belief that if 
the customers without market power are clearly not harmed, these issues can be resolved. 
With Commission approval, any of these options can be offered on an experimental basis. 

In an attempt to arrive at a reasonable compromise, Staff has reviewed many discount 
rates offered by other state commissions. These offerings seem to have the same 
shortcomings contained in Gulf Power's original and revised CISR tariff proposals. Some 
states try to solve these shortcomings by sharing concepts and view the rate discount as a 
transition to deregulation. Staff is open to sharing and other concepts, but would prefer to 
get the regulatory philosophy right while designing a practical solution which meets the 
utility's needs. Any proposal is, of course, subject to the Commission's approval and staff 
cannot guarantee that any of our proposals would meet with the Commission's endorsement. 

Sincerely, 

Joseph D. Jenkins 
Director, Division of Electric and Gas 

cc: Bill Talbott 
Mary Bane 
Meeting Attendees (list attached) 
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Gulf Power Company 
Commercial/Industrial Service Rider 

Pilot Study Implementation Plan 

In order to give the Florida Public Service Commission and Gulf Power Company the opportunity 
to study the impacts and effects of a trial implementation of the Company’s proposed Commercial and 
Industrial Service (“CIS”) Rider under “real world” conditions, the following conditions are suggested for 
a Pilot Study Implementation Plan: 

. . .  
Sunset provision: For the puruoses of a pilot program tThe CIS Rider 

pewd- shall be limited to one customer. Gulf mav negotiate whatever rate it 
deems appropriate and sign a contract without further Commission review prior 
to implementation of the contract. 

Upon notifying the Commission that the contract has been signed under this 
tariff, the Commission shall immediatelv open a docket to review the prudence 
of Gulfs actions in arriving at the negotiated contract. This review shall 
include but not be limited to determining whether: (a) the customer would not 
have remained a customer or would have reduced (or not increased) its 
electrical consumption, or would not have located in Gulfs  territory but for 
Gulf Power’s discounted rate: and (b) Gulf uroperlv calculated and will 
recover the appropriate price floor as defined below and (c) the impact on 
svstem planning and the need for additional generation resulting from the 
obligation to serve the CISR customer at the termination of the contract. 

If a territorial dispute is generated bv the implementation of any CISR 
contract, that contract shall be withdrawn and considered void. If, upon a 
complaint filed bv a competitor of the customer offered the CISR, the 
Commission finds that the CISR is detrimental to competition within the CISR 
customer’s SIC code, the contract shall be withdrawn and considered void. 
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Attachment 2 
Page 2 of 3 

Availability: 

Approval level: 

In addition to the other limitations on availability contained in the Company’s 
original proposed CIS Rider, Gulf would limit its use of the rider so that a 
CSA will not be offered to a customer in order to shift existing load currently 
being served, or anticipated and planned to be served, by another Florida 
electric utility pursuant to a tariff rate schedule on file with the FPSC away 
from that utility to Gulf Power 

Before any CSA can be executed by the Company, it must first be reviewed 
and approved by the members of Gulf Power’s executive management council 
(the Company’s president and vice presidents). Prior to execution, each CSA 
must be expected to produce a positive contribution to the Company’s fixed 
costs. A positive contribution is defined as revenues in excess of the price floor 
as defined below. fi 
be& 

CSA Price Floor: The price floor for the CISR contract shall at a minimum include the following 
costs calculated over the life of the CSA contract: 

Jl ) incremental production costs includinp Dower pool capacity pavments: 
(2) average embedded transmission; 
J3) average embedded distribution; 
J4) the otherwise applicable fuel, environmental and conservation costs; 
- and 
J5) average embedded administration and general expenses 

Revenue Allocation: Revenues received from the customer pursuant to the CSA contract shall first 
be credited to all cost recovery clauses at the otherwise applicable rate times 
the customer’s measured usage in the following order: capacity cost recovery, 
fuel, environmental and conservation. 

1 <  -” n c  Required reports: Y “1 . .  * a, the Company would be required to file the 
following information with the Commission in accordance with the 
Commission’s procedures for handling confidential information: 

a &I& description of the& CSAs executed during the quarter, including 
the applicable rates, charges, and contract period involved. 

0 f i t h e  justification 
for entering into the CSA contract t4+&hwg. 

on an annual basis, the cumulative total of revenues associated with 
- the& CSAs executed by the Company. 

the applicable rates, charges and contract period involved 

The comparable tariff rates and charges for the contract 
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Regulatory review: Within seven calendar days of the execution of the CSA, Gulf shall file the above 
information with the Commission under the appropriate confidentiality provisions. 
The Commission will set the matter for hearing. In this review by the PSC, Gulf 
will have the burden of proof to show that its assumptions and decisions were 
reasonable and that the contract benefitted the general body of rateuavers. In 
addition the docket will evaluate the obligation of the utility to continue to serve 
the customer after the expiration of the contract and the impact that obligation has 
on the utility’s future generation requirements. 

- T h e M  executed CSA shall be fully reviewed by the Commission under 
conditions that protect the confidentiality of proprietary information, +~M+&&M 

:. A docket shall be opened and remain 
open sba&beas long as necessary for the Commission’s staff and any intervenors 
to conduct all reasonable discovery needed to evaluate the prudence of Gulfs  
decision to execute ea&& CSA:- 

At the conclusion 
of docket , if Gulf has not demonstrated to the 
Commission’s satisfaction that Gulfs  decision to enter into the- ’ CSA - was a prudent choice made in the best interests of Gulfs general 
body of customers, then the difference between the revenues that would have 
been produced by Gulfs standard tariff rates and the revenues that will be 
produced by the CSA will be imputed to the Company as though this amount was 
actually received by Gulf from the CSA customer and will be taken into account 
by the Commission in regards to any adjustment in the Company’s base rates, 
whether in a rate case or in an over earnings review as noted below. 

* .  

Upon the execution of ft the CSA, the Commission’s monthly surveillance 
reporting system will be enhanced to include a requirement that Gulf shall 
identify and report- , the difference between the revenues 
that would have been produced by Gulf s otherwise applicable standard tariff rates 
and the revenues that are produced by &ea-& executed CSA. This additional 
information would be set forth on a separate page so that the information can be 
filed subject to the Commission’s procedures for handling confidential and 
proprietary information. If the difference so reported, when added to the 
Company’s actual revenues, would cause Gulfs achieved jurisdictional return on 
equity (“ROE” ) to exceed the top of the Company’s authorized range, t-he-&# 

authorized range will be held subject to refund,: 
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RATE SCHEDULE CIS 
Limited Availability Experimental Rate 

Commercialllndustrial Service 

(Optional Rider) 

rVAILABILITY - Available, at the Company’s option, to one non-residential customers currently taking service, or qualified to 
ake service, under the Company’s Rate Schedules applicable to loads of 500 KW or greater. Customers desiring to take 
ervice under this rider must make a written request. Such request shall be subject to the Company’s approval, with the 
:ompany under no obligation to grant service under this rider. 

iulf Power is not authorized by the Florida Public Service Commission to offer a CSA under this rate schedule in order to shift 
xisting load currently being served, or anticipated and planned to be served, by a Florida electric utility pursuant to a tariff rate 
chedule on file with the Florida Public Service Commission away from that utility to Gulf Power. The CSA may not be used 

encourage a new customer to locate in Gulfs territow if the customer would have otherwise located somewhere else in the 
tate, 

,PPLlCABlLlTY - Service provided under this optional rider shall be applicable to all, or a portion of, the Customer’s existing 
r projected electric service requirements which would not be served by the Company but for the application of this rider and 
lhich would otherwise qualify for such service under the terms and conditions set forth herein. Such load (Qualifying Load) 
hall be determined by the Customer and the Company. Service furnished hereunder shall not be shared with or resold to 
thers. 

wo categories of Qualifying Load shall be recognized: Retained Load (existing load at an existing location) and New Load (all 
ther Qualifying Load). Qualifying Load must be served behind a single meter and must equal or exceed a minimum level of 
emand determined from the following table: 

Retained Load: For Customers whose highest metered demand in the past 12 months was less 
than 10,000 KW, the minimum Qualifying Load would be the greater of 500 KW or 20% 
of the highest metered demand in the past 12 months; or 

For Customers whose highest metered demand in the past 12 months was greater than 
or equal to 10,000 KW, the minimum Qualifying Load would be 2,000 KW. 

1,000 KW of installed, connected demand. New Load: 

ny Customer receiving service under this rider must provide the following documentation, the sufficiency of which shall be 
2termined by the Company: 

Legal attestation by the Customer (through an affidavit signed by an authorized representative of the Customer) to the effect 
that, but for the application of this rider to the New or Retained Load, such load would not be served by the Company; 

Other documentation, as requested by the Company, demonstrating that there is a viable economic alternative (excluding 
alternatives in which the Company has an ownership or operating interest) to the Customer’s taking electric service from 
the Company; and 
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3.  In the case of existing Customers, an agreement to provide the Company with a recent energy audit of thc 
Customer's physical facility (the Customer may have the audit performed by the Company at no expensc 
to the Customer) which provides sufficient detail to provide reliable cost and benefit information on energ! 
efficiency improvements which could be made to reduce the Customer's cost of energy in addition to an! 
discounted pricing provided under this rider. 

:HARACTER OF SERVICE - This optional rider is offered in conjunction with the rates, terms, and conditions o 
he tariff under which the Customer takes service and affects the total bill only to the extent that the negotiatec 
,ates, terms, and conditions differ from the rates, terms, and conditions of the otherwise applicable rate schedule: 
3s provided for under this rider. 

AONTHLY CHARGES - Unless specifically noted in this rider or within the Contract Service Arrangement, thc 
:harges assessed for service shall be those found within the otherwise applicable rate schedules. 

Additional Customer Charge: $250.00 

DemandlEnergy Charges: Any negotiated Demand and/or Energy Charges, or the procedure for calculatins 
the negotiated charges, under this rider shall be set forth in the Contract Service Arrangement and shal 
recover all incremental costs the Company incurs in serving the Customer's Qualifying Load plus : 
contribution to the Company's fixed costs. In addition, the customer shall Dav all otherwise applicable 
caDacity cost recovery charqes, fuel charges, environmental charges and energy conservation cost recoven 
charges. 

Provisions andlor Conditions Associated with Monthly Charges: Any negotiated provisions andlo 
conditions associated with the Monthly Charges shall be set forth in the Contract Service Arrangement an( 
may be applied during all or a portion of the term of the Contract Service Arrangement. These negotiatec 
provisions and/or conditions may include, but are not limited to, a guarantee by the Company to maintair 
the level of either the Demand and/or Energy Charges negotiated under this rider for a specified period 
such period not to exceed the term of the Contract Service Arrangement. 

;ERVlCE AGREEMENT - €a6bm Customer shall enter into a Contract Service Arrangement ('ICSA") with thf 
:ompany to purchase the Customer's entire requirements for electric service at the service locations set forth ir 
i e  CSA. For purposes of the CSA, "the entire requirements for electric service" may exclude certain electric 
ervice requirements served by the Customer's own generation as of the date shown on the CSA. The CSA shal 
le considered a confidential document. The pricing levels and procedures described within the CSA, as well a: 
ny information supplied by the Customer through an energy audit or as a result of negotiations or informatior 
?quests by the Company and any information developed by the Company in connection therewith is considerec 
onfidential, proprietary information of the parties. If requested, such information shall be made available for review 
y the Florida Public Service Commission and its staff only and such review shall be made under the confidentiality 
Jles of the Commission. 

iERVICE UNDER THIS RATE SCHEDULE IS SUBJECT TO RULES AND REGULATIONS OF THE COMPAN' 
IND THE FLORIDA PUBLIC SERVICE COMMISSION. 




