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PROCEEDTINGS

CHAl RVAN BRI SE: Moving on to number 5.

MR TRUEBLOOD: Good morning, Commissioners.
Frank Trueblood with the Commission staff.

Item 5 addresses Florida Public Utility's
request to record a positive acquisition adjustment
associated with FPUC's acquisition of Indiantown Gas
Company.

Based on the cost savings and the benefits
that the company -- I'm sorry -- and the savings the
company feels it will realize, as well as the benefits
that the former Indiantown Gas customers are receiving
since the acquisition, staff recommends the Commission
allow FPUC to record a positive acquisition adjustment
to be amortized over 15 years.

Staff notes that even with approval today, the
Commission reserves the right to review these savings
and benefits in the company's next rate case and, if
warranted, may adjust or remove the acquisition
adjustment in the future.

Representatives from the company and OPC are
present to address the Commission, and staff is
available to answer any questions.

CHAI RVAN BRI SE:  Thank you very much.

Commissioners?

FLORIDA PUBLIC SERVICE COMMISSION
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Commissioner Balbis.

COW SSI ONER BALBI'S:  Thank you, Mr. Chairman.

I have a few questions for staff. On page
6 of the recommendation in the third paragraph you
discuss in looking at the five factors that we need to
look at in approving a positive acquisition adjustment,
you try to quantify the savings associated with the
acquisition. And in that third paragraph you mention
a —-- two contracts; a three-year 0&M agreement at
$50,000 per year, and also a consulting agreement at
$100,000 per year. And it's my understanding that
agreement has not been renewed or has expired; is that
correct?

MR MAUREY: That's correct. The, the
consulting agreement has expired. The 0&M agreement is
still in place.

COW SSI ONER BALBI'S:  Okay. And then in table
1-3 where you calculate the net savings or costs on page
11, was that $100,000 that is not continuing, was that
accounted for in this table?

MR MAUREY: It's not recognized in this
table, no.

COW SSI ONER BALBI'S:  Okay. And, and my
concern is that if we can accurately reflect the

expected savings associated with the acquisition in
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order to support a positive acquisition adjustment, I

think it would be more appropriate. And I'm not sure --
I assume the other Commissioners have the table that
staff put together, basically including that $100,000 in
anticipated savings.

MS. CHRI STENSEN. Commissioners, if I may
address that. This is part of the reason -- Patty
Christensen with the Office of Public Counsel.

CHAl RVAN BRI SE:  Sure. Go right ahead.

M5. CHRI STENSEN: And Ms. Vandiver is also
with me.

That was part of the reason we asked to speak
today. We had asked the company to create a table that
included the nonrenewal of those two contracts, the 150
and the $350,000 contract, and what impact that would
have on the cumulative savings and when that would take
effect, which would reflect table 1-3. And I'm not sure
if that's the schedule that staff handed out, but we do
have a copy of that available. And if we can ask to
hand that out.

And we also shared your concern, Commissioner
Balbis, that those, according to table 1-3, the
cumulative savings were not going to show up until the
year about 2021. And so that's why we asked for this

table to be drafted by the company. And it shows with

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

000005

the elimination of those contracts that the cumulative
savings to customers would be effective -- there would
be net benefit to the customers showing 2014.

And we also had another issue that we wish to
address in the drafting of the recommendation when the
time is appropriate. Thank you.

CHAI RVAN BRI SE:  All right. Thank you.

Ms. Keating?

MS. KEATING I just wanted to point out that
Ms. Christensen is correct; we did prepare this at OPC's
request. But I wanted to note the footnote here. We
would caution, particularly with regard to the contract
that is not yet terminated, the company really can't
guarantee that those are exactly the savings that would
show up upon termination of that contract. It is
entirely possible that internal O&M costs may increase
that could offset some of those potential savings.

We do agree that we think that savings will
likely show up ahead of the schedule shown on page 11,
but we just wanted to caution, particularly with regard
to the contract that is not yet terminated, that some of
those savings may be offset.

CHAl RVAN BRI SE:  Okay. The floor is yours.

COMWM SSI ONER BALBI'S: And I have a question

then or clarification from the Office of Public Counsel.

FLORIDA PUBLIC SERVICE COMMISSION
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So this table here has both the $100,000 consulting

agreement and the $50,000 O&M agreement; is that
correct? Or I could ask the utilities.

MS. CHRI STENSEN. Yeah. The utility prepared
it. I believe it contains the -- I think it contains
both of those contracts not being renewed. But for
clarification, I would ask the company because they can
tell you exactly when they put those nonrenewals into
the chart. I think it reflects both and that's what we
had asked them to do.

SPEAKER: That's correct. If you'll note,
there's a separate line item for the savings expiration
of the contracts with a star footnoting. We have
reflected the consulting agreement expiring July 31st,
2013, and the 0&M agreement expiring July 2014.

CHAI RVAN BRI SE:  Okay.

COW SSI ONER BALBI'S: Mr. Chairman, let me
just tell you where my thoughts are on this. We have to
look at five factors in considering a positive
acquisition adjustment. And all of those factors really
are a benefit to the customers, whether it's increased
quality of service, lower operating costs, ability to
attract capital, overall cost of capital, and managerial
experience. And I want to make sure that we're

accurately reflecting all the savings that customers are
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getting from this.

And in looking at what staff has put together,
which simply had the $100,000 contract which was, which
has expired and not the full, excuse me, $150,000, but
just the $100,000, the result is that the customers will
be realizing the savings in 2014, which is just a few
weeks away.

And this Commission, I believe it was December
of 2011, when considering and approving a positive
acquisition adjustment for, I believe it was Chesapeake
Utilities, one of the concerns that I had that was
really alleviated in that case was that with that
adjustment, even with that adjustment the savings
associated with it would kick in in January, in that
case, 2012. So -- which alleviated my concerns that
customers do get a benefit from the acquisition since we
do not have merger authority.

I want to make sure that we're accurately
reflecting the savings to the customers so that we can
decide whether or not that it's a benefit and the
acquisition adjustment is appropriate. I think the
$100,000 -- it's not the full $150,000, and I understand
that -- I agree with the utility. Maybe you're not sure
of what the savings will be. But I think the $100,000

is a little closer to what the benefits will be. And
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with that, I see that the customers will realize savings

just in the next few weeks in 2014. So I'd like to hear
from -- if my other colleagues have any comments on it.

CHAl RVAN BRI SE:  All right. Commissioners,
any comments?

Commissioner Graham.

COMWM SSI ONER GRAHAM  Well, I just don't have
the other chart that Commissioner Balbis is talking
about. I don't know if --

MR MAUREY: We'll have a copy of the analyses
he's referring to passed out now.

COMWM SSI ONER BROWN:  Can you also have it
provided by email?

CHAI RMAN BRI SE:  Okay. We'll work on that and
make sure that you have that.

I think someone is going to send that to you
right now. Hitting send.

COW SSI ONER BROAN:  Thank you.

CHAI RVAN BRI SE:  All right.

COW SSI ONER EDGAR: While you're passing that
out, 1f you have an extra, I'll take it too, because the
one I have up here is much smaller print. Thank you.

CHAl RVAN BRI SE: Commissioner Edgar.

COWM SSI ONER EDGAR. Thank you.

Mr. Chairman, while, while this has been Jjust

FLORIDA PUBLIC SERVICE COMMISSION
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passed out and we're taking a moment to look at it --

and I did have it and this is a little easier to read,
so thank you for that.

Commissioner Balbis, could you point me again,
now that I do have it in bigger print, where it is in
particular or what it is you're trying to draw our
attention to?

COW SSI ONER BALBI'S:  Sure. And maybe the
best way to start is page 11 on the recommendation on
table 1-3. And staff put together, or the utility, I'm
not sure who, a table of the net costs and benefits.
And according to that table, it isn't until 2021 for the
cumulative savings or costs, which is the last column,
for customers to realize a savings associated with the
acquisition.

And then if you look at the net costs, which
is the third column, it's not until 2016. And that
didn't include the $100,000 or $150,000. So looking at
what staff put together with the $100,000 savings which
has expired and will be a savings to customers, if you
look at the 2014 column, going to the cumulative
savings, which is the last row, you see that's when
there's an overall savings to customers is in 2014,
which is just a few weeks away. And if you look at the

net annualized savings, 2013.
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So I think that accounting for that benefit of

not having that contract more accurately depicts the
overall savings to customers and gives me comfort that
having that positive acquisition adjustment is going to
result in an overall benefit to customers.

CHAl RVAN BRI SE: A1l right. Okay.

MB5. CHRI STENSEN: Commissioner, there was
another item.

CHAI RVAN BRI SE:  Yes. Let us, let us finish
with this, with this item first.

MS. CHRI STENSEN.  Okay.

CHAl RVAN BRI SE:  Thank you.

Does the company wish to be heard?

COW SSI ONER BROAN: Mr. Chairman?

CHAI RVAN BRI SE:  Yes, Commissioner Brown.

COW SSI ONER BROMN: Thank you. I would like
to have Mr. Maurey or Ms. Banks respond to some of these
concerns.

CHAl RVAN BRI SE: Mr. Maurey.

COW SSI ONER BROWN:  Please.

MR, MAUREY: I'm not sure of the guestion. Is

COW SSI ONER BROMWN: I thought I was being
pretty clear.

The concerns that are being addressed by

FLORIDA PUBLIC SERVICE COMMISSION
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Commissioner Balbis, I'd like you to respond to them,
and Office of Public Counsel.

MR MAUREY: Yes, ma'am. When staff did its
analysis, it was based on audited materials for 2011 and
2012 where staff knew the costs and the savings, and
that is the analysis that's reflected on page 11.

Now in 2013 the $100,000 consulting agreement
contract expired. It was not renewed. We did not know
that until much later, so it's not reflected in this
analysis. The company's representation that the
$100,000 is gone, it's appropriate to incorporate that
into the analysis, and the savings are greater than were
represented in the initial staff recommendation. We,
we're in agreement with Commissioner Balbis' comments.

COW SSI ONER BROMWN:  Good. Thank you.

MR MAUREY: And we can reflect that in the
order.

COWM SSI ONER BROWN:  Very good.

CHAl RVAN BRI SE:  Okay. Ms. Keating.

M5. KEATING I'm hesitant to even say
anything, but we are somewhat more comfortable with
staff's chart in view of the fact that that contract has
terminated. But, I mean, there's still some possibility
that there may be some offsetting costs that could

slightly impact those savings. I just wanted to add
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that word of caution.

But again to note, as staff has noted, that,
you know, the cost savings really shouldn't be looked at
in isolation. I mean, there are going to be long-term
benefits for the customers, and the Commission is always
going to have the chance to go back and look at this
again in the next rate case and to monitor the savings
through the company's surveillance reports. Thank you.

CHAl RVAN BRI SE: Thank you. Commissioners,
any other issues that you would wish to address before
we go to OPC?

Okay. Ms. Christensen.

M5. CHRI STENSEN: Thank you, Mr. Chairman.
Ours is another hopefully just minor issue that we would
like to address.

On page 4 of the recommendation, starting at
line 2 in the first paragraph, it reads that the
purchase price, which exceeds the book value by
$745,800, includes a non-compete agreement of 450,000,
and then says, comma, a three-year operation and
maintenance, 0&M agreement of $150,000 and a three-year
consulting agreement of $300,000. And then it goes on
in the next sentence to say the company clarified in a
response to staff data request that the consulting and

O&M agreements were not included in the calculation of
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the purchase premium.

When we read those two sentences together, we
thought it created confusion and -- because it's our
understanding that the 0&M, operation and maintenance
agreements of 150,000 and the annual 100,000 or total
300,000 consulting contract were not part of the
purchase price. And the way that it reads, in our minds
it created some confusion. And, you know, years from
now when we're going back to do a rate case, it may
create confusion in the future. We thought that that
would best be eliminated by striking the sentence after
the comma and eliminating the remainder of that sentence
as well as the third sentence, and then there would not
be confusion when the next rate case comes into play,
what was part of the purchase price and what is subject
to the Commission's review as to whether or not the cost
savings actually met part of the purchase price.

Because the 0&M contracts, based on our understanding,
are a completely separate issue.

And so that was -- I think it's hopefully a
relatively minor issue, but I think it would save us
some confusion in the future when we have to address
that in a future rate case.

CHAI RVAN BRI SE:  Okay. Thank you. Let's hear

from staff. And I don't know if the company has an

FLORIDA PUBLIC SERVICE COMMISSION
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opinion on that. But, staff, let's go with you first.

MR, MAUREY: Perhaps this sentence could be
more artfully worded. We believe it's factually correct
and the second sentence clarifies the meaning, but we're
at the Commission's pleasure on that.

CHAl RVAN BRI SE: 0Okay. Ms. Keating.

M5. KEATING We're comfortable with however
the Commission prefers to word it.

CHAl RVAN BRI SE:  Okay. All right.
Commissioners, any thoughts on, on that aspect that was
brought up by the Office of Public Counsel?

Okay. All right. Commissioner Graham.

COW SSI ONER GRAHAM  No. I was just going to
go back to Commissioner Balbis' chart. There's, there's
really nothing that we need to do as far as amending
this because that's all going to -- since the $100,000
is out, that's all going to fall out when we revise this
chart; is that correct? Staff or Commissioner Balbis.

MR MAUREY: That's correct. We would -- the
order will reflect that the savings is higher than
what's reflected in the current recommendation before
you.

COW SSI ONER GRAHAM  Commissioner Balbis, so
basically all we really have to do is move staff

recommendation on this item.
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COM SSI ONER BALBI'S:  wWith the provision that

that table, if it is revised to reflect the $100,000 and
shown in the order.

COW SSI ONER GRAHAM  Second.

CHAI RMAN BRI SE:  All right. Let's -- I'm not
sure that that was a motion, so let's make sure we're
where we ought to be.

Okay. Commissioner Balbis, let me recognize
you for a motion.

COW SSI ONER BALBI S:  Thank you, Mr. Chairman.

I move that we approve staff's recommendation
with the revisions to table 1-3 to reflect the $100,000
savings associated with the contract expiration, and
also with the clarification of the sentence that the
Office of Public Counsel brought up concerning the book
value and the purchase price.

CHAl RVAN BRI SE: Okay. There's a motion. Is
there a second?

COW SSI ONER GRAHAM  Second.

CHAl RVAN BRI SE:  0Okay. It's been moved and
seconded. Further discussion. Any further discussion?

Okay. All in favor, say aye.

(Vote taken.)

(Agenda item concluded.)
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