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RE 

AGENDA: 

PANEL: 

DOCKET NO. 891345-EI - PETITION BY GULf POHER COMPANY FOR AN INCREASE 
IN RATES AND CHARGES. 

FEBRUARY 6, 1990 - CONTROVERSIAL AGENDA 

FULL roMHISSION 

CRITICAL DATES: FEBRUARY 13, 1990 - 60-0Av PERIOD E~DS 

ISSUE AND REQQHHENQATIQH SUHHARY 

ISSUE I ; Shou 1 d the $26, 295,000 percanent rate i 11c rease reques tet1 by Gu 1 f 

Power Company (Gulf) be suspended pendtng ftnal decision in this doc~et? 

RECQHMENDAIIQN: Staff recommends that the $26,295 ,000 permanent increase 

requested by the company be suspended pending a final decision 1n this doc~et 

ISSUE 2 ~ Should average or year-end rate base be us~d in det ermin ing t~ e n~~d 

for interim relie f? 
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Ooc~et No. 891345-EI 
January 29, 1990 
1402E 

REC<M1ENDATIOH: A 13-month average rate base ended September 30, 1989 should 

be used. < RC»4JG) 

ISSUE 3: Gulf cap1ta11ztd $1,964,394 ($6,937,131 Systea> in excess of the 

original cost cap1ta11zed by Georgia Power Company for its 251 share of Plant 

Scherer, Unit No. 3. Is th1s appropriate? 

REQQHHENOATIQH: No. Plant 1n Service should be reduced by Sl ,964,394 

($6,937,131 Systea). AccuiiUlated Deprechtton should be reduced by Sl90,153 

($671,515 Systea) and Oeprec1at1on Expense should be reduced by $78,453 

($277,485 System). <REVELL) 

ISSUE 4: As a result of 1ts purchase of a port1on of the c~n fac111t1es at 

Plant Scherer, Gulf recorded an acquts1t1on adjustunt of $2,458,067 

($8,680,507 System). Is th1s approprtate? 

RECOHHENOAIIQN: No. Plant should be reduced by $2,458,067 ($8,680,507 

System}, Accumulated Oeprec1at1on and ~rttzat1on should be reduced bv 

$108,402 C$382,817 Systea) and a.orttzat1on expenses s~ould be reduced by 

$72,155 ($255,211 Syste•>. (HERTA) 

ISSUE 5: Should avenge rate base be reduced $182,141 ($186,548 System) to 

remove the capitalized cost of a Southern Company Services building, cancelled 

prior to construct1on? 

RECQMHENOAUOH: Yes, average rate base should be reduced $182,141 ($186,548 

System) to re110ve the costs assochted wtth the <:ancell cd Southern Cocr.pany 

Services bu11d1ng. (HERTA) 
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ISSUE 6: Should rate base be reducftd for a portion of the construction costs 

of the office bu1ld1ngs in Bon1fay and Graceville? 

RECOMHENDATIOH: Yes. Rate base should be reduced by $38,000 ($41 ,000 

System). <MERTA) 

ISSUE 7: Should AccuiiUlated Deprec\at1cn be increased by $26,072 <S26,682 

System> to correct errors in deprtc1at1on pr1or to 19881 

RECQHHENDAIIQN: Yes. Accumulated Deprec1at1on should be increased by S26,072 

($26 ,682 System). (REVELL) 

ISSUE 8: Should Pl&nt 1n Service be reduced by $21,635 ($22,158 System) to 

reverse AFUOC improperly captta11zed beyond the 1n-serv1ce :iate or the Crist 

Warehouse and Naval Air Station substation upgrade? 

RECOMMENDATION: Yes. Plant in Serv1ce should be reduced by $21,635 <S22,1S8 

System). (REVELL) 

ISSUE 9; Should the fuel 1nventory component of working capital be reduced? 

RECQHHENDAIIOti: Yes. The fuel COIIJ)Onent of wor~1ng capital should be rt?duced 

by $5,627,682 on a jur1sd1ct1ona1 bas1s ($6,335,310 system>. <SHEA) 

ISSUE 10: Hhat ts the approprhte amount of rate base to U S£' l r. 

determ1n1ng the revenue requirements for the 1nter1• test year? 

~ECOMMENDATIOH: As shown on Schedule 1, the appropriate amount of rate bas ~ 

after adjustments 1s S828,90S,OOO. (HARVEY, ROMIG> 
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ISSUE 11: Hhat 1s the approprhte return on equtty and overall rate of 

return for purposes of determining the Interim Increase? 

RECOHHEHDAIIQN: As shown on Schedule 2, a 13.01 Return on Equity and a 8.261 

overall Rate of Return should be used for purposes of determining the 1nter1m 

increase. <SEERY> 

ISSUE lZ: Hhat ts the approprtate amount of O&H Expenses for the 1 nter1 m 

test year? 

REOOHHEHDATIQN: The appropriate a.ount of O&H Expense 1s $105,980,000 

($108,159,000 System) 

ISSUE 13: Hhat h the appropr1ate uount of Depreciation and Allort1zatlon 

Expense for the interim test year? 

REOOHHEHDATIQN: The appropriate amount of depreciation expense Is $3,063,000, 

wh1ch includes an adjustment reducing expenses $150,000 related to the 

acquisition of Plant Scherer. (MERTA, RFVELL) 

ISSUE 14: Hhat is the appropriate a.aunt of current lncOffie tax expense for 

the 1nter1m test year ? 

RECOMHENDATIQN: The amount of current income tax expense Is $17,628,000. 

(BRAND) 
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ISSUE 15 : Hhat 1s the approprhte amount of Net Operat1ng Income for the 

determ1nat1on of interim revenue requirements? 

RECXH4EHQATIOH: As shown on Schedule 3, the appropdate amount of N.O. I. 

after adjustments 1s $64,051,000. <ROMIG> 

ISSUE 16: Should th •' cocnpany's pet1t1on, under Section 366.071, F.S .• for 

SZZ.847,000 1n 1nterim 1ncrease tn rates and charges be approved? 

RE<XHIENDAIION: No. An \ntertm tncrease of $7,207,000 should be granted. 

(R04IG) 
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ISSUE 1: Should the $26,295.000 permanent rate Increase requested by Gulf 

Po~er Company be suspended pending f1na1 decision In this docket? 

RECOHHEHDATIOH: Staff recommends that the $26,295,000 penmanen Increase 

requested by the c~any be suspended pending a ftnal dectston tn this docket. 

(ROMIG) 

STAff ANALYSIS: Gulf Power Company's current rates and charges were 

established tn Docket No. 840086-EI, by Order Ho. 14030, dated Janu3ry 25, 

1985, based upon a projected 1984 test year and a 13~nth average rate base 

e~dtng December 31, 1984. In 1ts order , the Commtsston established an average 

rate of return at 9.7S'L. Th1s rate of return Included a return on equity of 

15.601 withtn a retu r n on equity range of 14.601 to 16.601. 

On December 15, 1989, Gu l f f11ed a petttton requesting a permanent 

Increase 1n 1ts rates and charges of $26,295,000. Thts request Is based on a 

projected 1990 test year. 

The COCDPany's jur1sd1ct1onal rate base for the 1990 est year \s 

projected to be $923, 562 ,000; and the ~urtsdl ctlona 1 net operat1 ng Income Is 

projected to be $60,910,000 using the rates currently tn effect. The 

resulting adjusted jurlsd1ct1on&1 rate of return on average rate base Is 

projected to be 6 60'1., wh11e the return on c0111110n equ1ty 1s prujected to be 

7. 521. for the 1990 test year. In this case , the company requests that 1t be 

allo~ed an overal rate of return of 8.34'1 whtch equals tts total cost of 

capital, assuming a 13.001. rate of return on conmon equ1ty. The result1ng 

revenue def1c1ency 1s $26,295,000 ~hlch 1s the amount of additional annual 
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gross revenues requested by the company 1n this proceeding. The major portion 

of the requested permanent rate increase 1s related to the Inclusion of the 

Plant Daniel and the Plant Scherer generating capac1ty. 

Cocrm1ss1on pract1ce, espec:1ally where a projected test year has been 

involved, has been to completely suspend the permanent rate schedules 1n order 

to adequately and thorou~hly examine the ev1dent1ary basis for the new rates . 

Hhether to grant 1nter1• rate relhf has been deter•tned on a separate basis 

from the decis i on to suspend the penaanent rate schedules. 

Inasmuch as Gulf's 1990 test year 1s projected, st~ ff recocrmends that 

th( Cocmt1ss1on suspend the r;quested permanent rate scheuules to give the 

staff and intervenors the necess&ry tt-. to adequately investigate and anal yz e 

whether the request for peraaanent rate re l ief 1s supported by competent and 

substant1al evidence. 
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ISSUE Z; Should average or year-end rate base be used 1n determining the need 

for interim relief? 

RECOMHENPATIQH: A 13--onth average rate base ended September 30, 1989 should 

be used. ( R()tiG> 

STAff ANALYSIS: The Coallhs1on by Order No. 14538 1n Docket No. 850050-EI, 

Petition by Tampa Electdc Company for interill relief stated the following 

regarding the use of year-end versus average rate base. 

The COIIP&ny has reHed upon a test period ending 
February 28, 1985, using year-end rate base, 
capital structure and cap1tal costs . The staff 
has recOIBinded that wa rely upon average rate 
base , capital structure and capital costs, citing 
problems inherent 1n the use of year-end rate 
base in this case. 

In Order No. 11 964 we announced our standard for 
the use of year-end rate base. There, we stated 
that we vould allow year-end rate base •where 
there has been extraordinary grovth or other 
circumstances to warrant such treatment.• 
Although add1t1on of the company's 81g Bend U~1t 

Four to Plant-in-Service 1s a significant 
year-end event, we bel hve that there are 
problems w1th a year-end calculation 1n th1s case 
and that use of average rate base, a 1 ong with 
profonaa 4djust.ents, 1s a better alternative. 

It 1s not proper to use year-end rate base 
without recognizing related revenut!s and 
expenses. Accordingly, the coatpany aade a 
proforma adjustment for revenues and expenses 
associated w1th Big Bend Four. Th1s illustrates 
the need to make s 1 gn1f1 cant adjustments to the 
year-end data \n this case. Further, additional 
adjustments should be ude to reflect year-end 
revenues and expenses. However, we be 11eve that 
these are less reliable than an average 
calculatton. for these reasons, we believe that 
we should rely upon average rate base with 
proforaaa adjustllents for 81g Bend Four 
investment, expenses and revenues. 
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In re: Pet1tion of Ta.pa Elect~1c Company for Authority to Increase Its rates 

and charges, Docket No. 850050-EI, Order No 14538, Issued on July 8. 1985 

In this case Gulf has requested the use of a year-end rate base In 

calculat1ng 1ts request for 1nter1m rate relief. The ~st significant factor 

behind the need for rate re11ef Is the Increase In Its rate base used In 

serving its jur1sd1ct1on"l customers. Between July 1, 19&8 and February 1, 

1989 Gulf has COAD1tted over 500 megawatts (1+1) of additional generating 

capaclty at Plants Daniel and Scherer to territorial service which vas 

previously sold under Un1t Power Sales contracts. 

Gulf states that 1nter1m rates are necessary to assure the financial 

viability of the utility. Hith 1ts increased jurisdictional lnve~tment, 

Gulf's "actual experience 1n 1989 demonstrates a precipitous drop in the 

company's return and the sertou, ftnanc1al distress the company has endured In 

1989 and continues to face for 1990 H 1t is r.t.:'t granted h•nedlate rate 

re11ef. " 

Based on Gulf's Surveillance Reports the company's o..-era 11 r~tturn 

has, In fact, tncreased from September through November. Gulf's September 

average and year-end returns were 6.991 and 6.581, respectively, lncreaslro to 

7.301 and 6.991 1n November Staff expects the returns to further Increase In 

December, 1939 after the unprecedented cold weather experienced 111 December. 

Although no spectf1c adjustment is propo_ed by staff to Increase revenues. 

this Increase 1n revenues will have a positive Impact on the company'< return 

dudng the pendency of the permanent rate case. In staff's opinion. the 

compa1y w111 not exper1ence "financial distress" during the Interim period to 

the extent that a year-end rate base should be used. 
- 9 -
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Gulf d1d not ..ake adjustr::ents to recogn1 ze revenues ""d expenses 

associated w1th the 1ncreased investment recorded 1n February, 1989. Thus, in 

staff's op1n1on the coapany has not demonstrated that other circumstances 

extst to warrant the use of a year-end rate base. Following Conn\ sslon 

precedent estab11shed 1n Order No. 14538, then, Gulf should not be allowed to 

use a year-end rate base but should use a 13-~aC>nth average rate base enolng 

September 30, 1989. 
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ISSUE 3: Gulf capitaltzed $1,964.394 <S6,937,131 Sy~tem> 1n e•cess of the 

or1ginal cost cap1ta11zed by Georgia Power Company for its 25"1 share rf Plar.t 

Scherer, Un1t No . 3. Is this appropriate? 

RECCH1ENDATIOH : No. Plant in Service should be reduced by $1,964,394 

($6,937,131 System). AccuiiUlated Depreciation should be reduced by S190,153 

C$671,515 System) and Deprec1at1on Expense should be redu~ed by $78.~53 

($277,485 Syste~). (REVELL) 

STAff ANALYSIS: In 1984 , Gu l f Power purchased a 25t interest In Plant Scherer 

UnH No. 3 frOCII Georgh Power, an aff111ctted company. The unit was under 

construction at the ttae of purchase. The purchase price was $1,964,394 

($6,937,131 System> in excess of the costs recorded on the books of Georgia 

Power. In determining the purchase pr1ce, Georgia Power used the amount In 

Account 107 (Construction Hork in Progress) less the AFUDC accrual, plus state 

i ncOCDe taxes on the sa 1e and a carrying charge based on Its 1 ncrementa I debt 

and equity costs. The d1fference of $1 , 964,394 ($6,937,131 System> represents 

an amount in excess of actual construct 1on cost of the generatl'lg unit. The 

excess costs pa1~ by Gulf Power were noted as Audit Exception No. 4 In the 

FPSC audit conducted as a result of the rate case filed by Gult in late 1988 

and w1thdrawn in June, 1989 . The FPSC and FERC staff made known Its concern 

regarding 4 purchase price exceeding the original co~ts of Georgia Power 

Company, an affiliate. Gulf has rer.~;gothted the purchase pr1ce resulting In 

a refund of $6,937, 131 . The company ad jus ted 1t s books In DecPmber. 1989 to 

reflect the refund in the negotiated purchase pt1ce. Since the adjustment was 

made subsequent to the interim test year, It 1s appro~riah ~:> reduce 
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Plant-In-service by $1,964,394 ($6,937,131 System>,for the Acquisition of 25t 

of Scherer Un1t Ho. 3, reduce accumulated deprec1atlon by $190 , 153 ($671,515 

System) and reduce deprec1at1on expense by $78,453 C$277,485 System) . 

Even though Gulf renegot1ated the purchase price, resulting In a 

refund, staff "'Ill exara1ne thh adjusted purchase price to detenalne Its 

reasonableness. 
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ISSUE 4: As a result of 1ts purrhase of a portion of the coawnon fac1lltles at 

Plant Scherer. Gulf recorded an acqu1sHion adjustment of $2,458,067 

($8,680,507 System). Is th1s appropriate? 

RECC»fMENDAIIOtt: No. Plant should be reduced by $2,458 ,067 ($8,680 , 507 

System), Accumulated Oeprec1atton and Amorttzatton should be reduced by 

$108,402 ($38l,817 System) and amorttzatton expenses should be reduced by 

$72,155 ($255,211 S.,·stea). (HERTA) 

STAff ANALYSIS: In 1987, the coapany purchased a portion of the common 

facilities at Plant Scherer fr011 the C1ty of Oalton and Oglethorpe Power 

Corporation. The cQ~~Pany recorded an acqu1s1tion adjustment as a result of 

the purchase. The company recorded the aaort1zat1on of the acquisition 

adjustment by charges to Account 406, ~rt1zat1on of Electric Plant 

Acqul s 1 tion Adjusbllents. <Abo·,e-tht-L tne) 

Comm1ss1on policy requtre~ that a utility seek Commission approval of 

the accounting treat.ent for .. n acquisition adjustment. If the Corrrn1sslon 

determines the acqu1s1tton adjustMnt 1s unreasonable or imprudent, It Indy 

disallow recovery tn rate base and expenses and require b~low-the-llne 

treatment. The company has not requested Commission approval of Its 

accounting treatment. 

The :-edera 1 Energy Regula tory (rwma1 ss ton < FERO add res sed the 

accounting for the acqutsttlon adjustment In Its draft audl t report and 

recommended that the company: 

revise accounting procedures to ensure that the 

amortization of the Plant Scherer acquisition 
adjustment be recorded be low-the-11 n~ 1 n Account 
425. 

- I 3 -
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On November 2, 1988, the company received a response letter from the 

FERC' s Chief Accountant on the proposed journal entries rel ated to the 

acquisition. The Chief Accountant ordered the company to amortize the 

acqui sition adjustment to Account 425, Hiscellaneous Amortization, a 

below-the-line account. The Chief Accountant 1nd1cated that the company could 

resubmit Its request to amortize the acquisition adjustment to Account 406 If 

1t was granted above-the-line treat•ent by the Florida Commission . 

According to the instructions for Accou~t 406, Amortlzat1on of 

Electric Plant Acquh1tion Adjustments, as found In the UnlfonD System of 

Accounts: 

This account shall be debited or credited, as 
the case may be, w1th aaounts 1nc1ud1ble 1n 
operating expenses, pursuant to approval or order 
of the Coml1ss1on .... CEmrhasis supplied) 

Since approval for including this acquisition a1justm~nt in rates has 

r.ot been fonaally requested or gtven by the Coolll1ss1on and In fa ct 

specH1cally den1ed to date by the FERC, staff recoanends reducing rate base 

by $1,592,045 ($8,680.507 Syste•>. reducing Accu~lated Depreciation and 

Allort1zat1on by $23,428 ($127,605 System) and reducing expE:~ '> es by S46,u57 

($255,?11 System). 

- 14 -



Docket No. 891345-EI 
January 29, 1990 
1402E 

ISSUE 5: Should average rate base be reduced $182,141 ($186 . 54& System> to 

remove the cap1ta11zed cost of a Southern Company Services building , cancelled 

prior to construction? 

RECOHHENDAIIOH: Yes, average rate bast should be reduced S182,141 ($186 ,548 

Systelll) to remove the costs associated wtth the cancelled Southern Company 

Servtces bu11d1ng. <MERTA> 

STAff ANALYSIS: In 1984 Southern Collpany Servtces cancelled the const ruction 

of a bu11d1ng, the costs of vhtch were allocated to all the system operating 

compan1es. A total of $715,752 was allocated to Gulf. The company charg~d 

$369,305 to operating expense and captta11zed $346,447. <Audit Exceptton No. 

3, Docket No. 881167-El.) 

According to the Untfon. Syste• or Accounts, expenditures for 

cancelled construction projects should be charged to Account 426 5, Other 

Deductions (below-the-ltne), or to the appropriate operattng expense account. 

The company agreed wtth thts exceptton and made the appropriate 

entries on the books in May 1989. Although the ca.pany .ade an adjustment to 

expenses 1n 1ts f11tng rttDOvtng the expense port1on, no adjustment was made 

reducing Plant-tn-Service. For seven IK>nths of the interim period, October . 

1988 through Apr11, 1989. the bu11d1ng costs were Included 1n ratP base. 

( $338, 262 X 7 -.- 1 3 - s 182. 14' ) . Therefore, it 1 s appropr1 ate to reduce 

average Plant 1 n Serv1 ce S 182, 141 <S 186.548 System). S hi.:t the company· s 

books were adjusted in May, 1989, no adjustment sho~ld be made to the 

company's requested September 30. 1990 year-end rate base. 
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ISSUE 6· Should rate base be reduced for a portton of thf> constructton costs 

of the offtce bu11d1ngs 1n Bonifay and Gracev111e7 

REOOHHENDATlQN: Yes. 

System). (HEPTA) 

Rate base should be reduced ty $38.000 ($41 .000 

STAff ANALYSIS: The company included 1n 1ts last rate case the cost of newly 

constructed office facilities 1n Bonifay and Graceville. The C<>m~lsslon 

stated In Order No. 14030 that: •He are not convinced that sufficient evidence 

has been introduced to justify the total cost of these buildings." The 

Commission also stated that thts Issue would be left open until the company's 

next rate case at vh1ch t1ae the COiftPany would be given the opportunl ty to 

justify the entire cost of the projects. In that case, the Commission 

dtsallowed $20,000 for the Bonifay butld1ng and $23,000 for the Graceville 

bu11d1ng. The basis for the adjust.ent was to disallow all construction costs 

In excess of $67 per square foot. which Is a cost supported by the Means 

Survey provided by the company. 

Therefore, consistent w1th the last rate case, 1t would be 

appropriate to reduce plant-1n-serv1ce by $43,000 ($46,000 System) and 

accumulated depreclat1on by $5,000 ($5,000 Syste•> for a net reduction of 

$38,000 ($41,000 System). 
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ISSUE 1: Should Accumulated Depreciation be increased by 126,072 <S2t>,682 

System) to correct errors in depreciation ~r1or t o 1988? 

RECOHMENOATION: Yes. Accumulated Oeprec1ation should be Increased by $26,072 

($26,682 System). (REVELL) 

STAff ANALYSIS: Normally the company computes one-ha 1 f month· s del)rec\ at I on 

on projects in the month that they are completed and transferred to Account 

106, Completed Construction Not Class1f1ed-tlectr1c. Due to clerical errors, 

depreciation pr1or to 1988 was not calculated on two major projects for a 

period of severa 1 week.s after trans fer to Account 106. The deprec 1 at I on on 

these two projects totaled $67,760 ($69,374 Sy:.te•>. The company agreed that 

deprec1at1on expense for these projects was incorrect and made the correction 

to accumulated depreciation in February, 1989. Since September 30, 1989 

average rate base 1ncluded f1ve .anths of the above amount, it 1s necessary to 

remove five-thirteenths of the a~ont, or $26,072 ($26,682 System> . 
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ISSUE 8: Should Plant 1n Serv1ce be reduced by S21 ,635 <S22.158 Systemi to 

reverse AFUOC improperly capttaltzed b~yond the tn-servtce date of the Crist 

Harehouse and Naval A1r Statton substation upgrade? 

RECQHHEHDAIIQH: Yes. Plant tn Servtce should be re~uced by S21 ,635 (\22.158 

System). <REVELL) 

STAff ANALYSIS: The FERC aud1t of Gulf Power noted t~at AfUOC was improperly 

cap1ta11zed beyond the in-service date on tw major projects. The Uniform 

System of \ccounts, as well as the Florida Public Service Cocm11ssion Rules. 

require that the accrual of AFUOC ceue when projects are placed ~nto or are 

ready for service. An overaccrual of AFUOC resu 1 ts 1 n a ht gher than ac tua 1 

amount being recorded in Plant in Service balances. The total amount of the 

AfUOC overaccrual vas $56 , 250 {$57,611 System). The companv agreed with thi~ 

adjustment and made the necessary journal entries tn february, 1989 to remove 

the full overaccrual from rate base . For tht s docket, however. the 

overaccrual from September, 1988 throu9h January, 1989 remains on the book.s 

and must be removed. The a.ount of the overaccrual is equal to five .anth~ of 

the 13 .anths average or $21,635 ($22,158 System). Therefore, Plant in 

Service should be reduced by $21,635 {$22,158 System) to remove from rate base 

the AFUOC overaccrual. 
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ISSUE 9: Should the fuel tnventory component of ~rk1ng capital be reduced? 

RECCH1ENDATIOH: Yes. The fuel CCH~Ponent of worktng capttal should be reduced 

by $5,627,682 on a jur1sd1ct1onal basts C$6,335,310 system>. <SHEA> 

STAff ANALYSIS: Gulf Power eo.pany has requested a total of $52 . 330,000, on a 

jur1sd1ct1onal bash, tn working cap1tal for fuel Inventory. If this total, 

approximately 87 percent 1s fuel stored at generating fac111tles and 13 

percent ts coal 1n-trans1t to plants. 

Gulf Power eo.pany has established a coal Inventory policy of 

rnatntatntng a 105 days burn level for the 1990 test year. (Parsons> The HF"Rs 

tndtcate a test year inventory of about 100 days burn. Gulf's po11cy Is based 

upon the results of a coeputer model developed by EPRI. Staff Is of the 

optnton that the computer IDOdel h acceptable, but a key factor 1n detennl.~lng 

optimal Inventory level ustng thts methodology ts the set of 1nput parameters 

and assumptions. These input parUteters are extremely complex. Hodlrlcatlon 

of these paraaeters can s1gnH1cantly alter the optimal Inventory target . 

Staff has not had the opportuntty to analyze the inventory model parameters 

and recocraands ~hat the CoMhston e111ploy the 90 day generic coal Inventory 

poltcy as stated tn Order No. 12645 to calculate allowable ~oal Inventory 

levels for the 1ntertm. Staff recocraends that coal Inventory be reduced by 

$4,468,010 on a jur1sd1ct1onal basts ($5,029,820 System). 

Staff also rec01m1ends that the same gener1c policy be emrloyed to 

determ1ne allowable heavy and 11ght fuel oil Inventory levels. Gulf did 1"10t 

offer any jus tift cat ton for the 1 evels of 1 nventory rna I nta I ned for these 
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fueL. The generic policy would allow a 45 day level for heavy oil at an 

average burn rate and a 30 day level for light oil at a high rate of burn . 

Gulf does not project to use heavy oil 1n test year and staff recOITillends the 

entire arDOunt be disallowed. Th1s would reduce worktng capital by S925,613 

($1 ,042, 000 System). Staff also recomnends that light oll inventory be 

re~uced by $234,059 ($263,490 System). 

At th1s t1me, stAff recommends that no adjustment be made to working 

capital for ~unts associated with in-transit coal. Gulf has requested 

$6,887,000 (jur1sd1ct1onal) for 1n-trans1t coal. Staff notes that Gulf 

1ncludted $11,912.000 (jurhdict1onal) tn accounts payable - coal for the test 

year. If 1n-trans1t coal 1s adjusted . accounts payable will also have to be 

adjusted. Staff 1s of the op1n1on that the adjustments would offset each 

other. 

- zo -



.. 

Docket No. 691345-EI 
January 29, 1990 
1402( 

Hhat 1s the appropr1ate a~unt of rate base to use In 

determining the revenue requirements for the 1nter1m test year? 

B..ECCH1ENDAilntl;. As shown on Schedule 1, the appropriate a~unt of rate base 

after adjustments 1s $828,908,000. (HARVEY, ROMIG> 

SIAU. .AMA.LYS ~ Staff has made uveral adjustments to average rate base 

totalling SH ,046 ,000 and d1scussed 1n Issues 3, 4, 5, 6, 7, 8, an<! 9. The 

staff's adju ~ ted rate base ts $828,908,000. For 1nterlm purposes, staff has 

Included Plar t Scherer In Gulf's rate base. After Un1t Power Sales are 

removed, th1s results 1r. a Htt Plant-1n-Serv1ce for Scherer of $37,258,000 on 

a pPr1od end ~4te base or $37,820,000 on a 13-month average rate base. Staff 

1s concerned that thtrt uy be tssues wh1ch warrant the removal of Plant 

Scherer fr0111 Gulf Power's rate base and staff w111 be lnvest1gatlr.g these 

during the fulJ rate cue. However, based on the Information available 11t 

th 1 s t 1 me, staff rPcOIIIends 1 nc 1 udt ng Scherer 1 n Gu 1 f' s rate base ror the 

Interim, subject to refund pending the results of the full rate c~se. 
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ISSUE 11: Hhat 1s the appropr1ate return on equity and overall rate of 

return for purpose) of determtn1ng the 1nter'1m Increase? 

REQQMHENDATION: As shown on Schedule 2, a 13.01 Return on Equity and a 8.261 

overall Rate of Return should be used for purposes of deter•1n1ng the Interim 

1ncrease. (SEERY) 

STAff ANALYSIS: The company has requested 1n 1ts petition that a 13 .001 

return on equ1ty be used 1n determ1n1ng 1ts 1nter1• and permanent rate relief 

1n lieu of the 14.601 return on equity authorized tn Its last rate case. The 

staff agrees that the 13.001 return on equtty ts more rcHonable based on 

current econom1c conditions and should be used. 
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ISSUE 12: What is the appropriate amount of O&H Expenses for the i nterlm 

test year? 

RECCttHENOATIOH: The appropr1ate amount of O&M Expense is $105,980,000 

($108,159,000 System). 

STAFF ANALYSIS: Gulf has calculated $111,323,000 ($113,742,000 System) In O&H 

Expenses for the test year as shown on MFR Schedule G-14. In arriving at th\s 

amount, the company r.ad! adjustments consistent w1th its last rate case, 

adjustments to reiDOve Un1t Power Sales (U.P.S.> and other adjustments ~hich 

appear reasonable. 

The company on MFR Schedule G-32 calcul&ted its O&M benchmark 

variance of $7,530,000 wh1ch Includes 0114 associated w1th U.P.S. but re1110ved 

1n calculating 1ts adjusted N.O.I. For purposes of calculating the O&H 

benchmark varhnce, 1t appears a.ppropr1ate to reiDOve the U.P.S. expenses. 

resulting 1n a varhnce of $376,000 ($7,530,000- $7,154,000). (Schedule 3) 

This calculat1on 1s consistent w1th the recommendation In the company's 

withdrawn rate case. Even though the adjusted vartance 1s $376,000 staff 

believes that expenses should be reduced by $5,343,020 ($5,582,615 System) for 

the following 1tems and discussed below: 

1. Transmission Rents $1,786,582 <S2,011,00C System) 

2. Sales Expenses 669,414 ( 669,414 Systell') 

3. Customer Service 2,596,000 ( 2,596 ,000 System) 

4. Lobbying & Other Ewpenses 291.373 306.550 System) 

Total S.5.J~J.J6~ ss.saz.26~ 

- 23 -



Ooc~et No. 891345-EI 
January 29, 1990 
1402E 

1. Transm1sston Rents- S1,786,5e2 ($2,011 ,000 System> (BALLINGER> 

In its just1f1cat1on of transmission line expenses, Gulf made three changes to 

the benchmark calculation that staff does not agree with. F1nt, the 1984 

base year value was reported as $962,000. As shown in Order No. 14030 from 

the company's last rate case, the amount allowed was $956,000. Second, the 

Conwniss1on disallowed $425,000 of trans•lsston line rental expense for Plant 

Daniel due to the impact of custataer growth. Gulf has tried to Include this 

amount In determining Hs bench~~&rk, but did not provide a justification for 

the expense. Thl s appears to be an attempt to pass through a previous 1 y 

disallowed cost. Lastly, the company has included $1,898,000 In expenses for 

Plant Scherer line rentals. In 1ts last full rate case, Gulf atte;npted to 

justify its benchN.rk variance by stat1ng the cause was transml ss ion 11 ne 

renta 1 s for Plant Oanl e 1 . Now the c0111pany 1s tryt ng to avoId an exp 1 ana t 1 on 

by inc1ud1ng these expenses 1n the benchurk calculation. Th(' net effect ot 

these three adjustments 1s to d1sa11ow $1,786,582 ($2,011,000 System). 

2. Sales Exoenses - $669,414 ($669,414 System) <REVELL> The co~pany 

removed from expenses $824,000 for area and economic development, $27,000 for 

markettng support, ard $1,000 for 1nves.t1gation expenses, for a total removal 

of $852,000. The rema1n1ng $825,074 consists of $155,660 In expenses for the 

Street and Outdoor L1ght1ng Program , •shtne Against Cr\me", $82, 193 In 

expenses for Al ly Information and Education, $566,312 for the Heat Pump 

Program, and $20,909 for Tra1nlno. In Gulf's tax savings doc~et. staff 

recOIMlended the allowance of expenses associated w1th the street lighting 

program and the disallowance of all other expenses In the sales functlor. 

- 24 -



Docket No. 891345-El 
January 29, 1990 
1402E 

because these functions were seen as unneces~ary or duplicating existing Gulf 

programs. In addition, the company d1d not request any Sales Expense In Hs 

last rate case. Staff rec01aends the allowance of $155,660 of expenses for 

the Street and Outdoor L1ght1ng Progru and the disallowance of $669,41 4 tn 

expenses associated with all other expenses. 

3. Customer Serytce Exoenses $2,596,000 ($2,596 ,000 System) 

(MERTA) Prior to Gulf's 1984 rate case. approximately 501 of the conservation 

expenses were recovered through base rates and the balance was recovered 

through the ECCR mechants11. In 1984, the Conn1ss1on ruled tha.t 1001. of the 

conservation expenses should be recovered through ECCR. Subsequently, the 

Commission denied recovery of certain progrus through the ECCR clause and the 

company Is now seeking base rate recovery of these sAme programs. 

The company made adjustments to tts benchmark ca l culat~on to include 

$2,248,000 1n the Customer Services area and $348,000 In Other A&G for former 

ECCR programs, which were not included in the COilpany's last rate case. The 

company d1d not pr~Jvide just1f1cat1on for recovering these expenses in base 

rates. 

Staff rec001nends that the COIDi sston deny recovery of these programs 

through base rates. The prograas appear to duplicate standards alre~dy 

required by the Department of Community Affairs' building code and information 

and services available f roa numerous other sources. 

Through interrogatories, staff was ~rovided Information regarding 

"CentsablP Contractor Heek.ends• held at the San Destin Hilton where Gulf 

entertained contractors. Audit Disclosure Ho. 31 discusses a Frequent Flyer 

Program that allows builders and HVAC contractors to receive awC~rds as an 
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Incentive to Increase the efficiency and qua11ty of enngy savlniJ 

technolog1es. Expenses for these progr4Jis were charged to the customer 

service functional area and were associated w1th the Good Cents Progra•. 

These act1v1t1es go beyond the normal operating functions of a 

ut111ty and should not be financed by the ratepayers. Therefore, staff 

recommends the d1sallowance of $2,596,000 ($2,596,000 System) for former ECCR 

programs that Gu l f now w1shes to recover through base rates. 

4. Lobby1ng and other Expenses - $291,373 ($306 ,550 System> <ROMIG> 

The F.E.R.C. Un1for. SystaQ of Accounts as prescr1bed by this Commission 

contains the following below-the-11ne expense account for recording lobbying 

and other related expenses: 

426.4 Exoend1tures for certa1n c1ytc. ool1t1ca l 
and related actty1t1es. 

This account shall include expend1tures for the 
purpose of 1nfluenc1ng pub11c op1n1on w1th respect 
to the elect1on or appotntment of publtc off1c1al~. 
referenda, legislatton, or ordinances (e1ther w1th 
respect to tht posstblt adopt1on of new referenda. 
leg1slat1on or ordtnances or repeal or mod1flcatlon 
of ex1st1ng referenda, legislation or ordinances) 
or approval, .adtf'tcatton, or revocation of 
franchises; or for the purpose of Influencing the 
dec1stons of public off1c1als, but shall not 
include such expend1tures wttich are directly 
related to appearances before regulatory or other 
governmental bodies 1n connection with the 
reporting utility's existing or proposed operations. 

The compar.y In Its pennanent rate fil 1 ng inc 1 uded In Its HI n I mum 

Filing Requirements, Schedule C-29, lobbying and Other Political Expenses . 

The purpose of th~ schedule Is to pro~lde the Comm1sslon ~lth all expenses for 

lobbying and related expenses ~h1ch are included for recovery In Net Operating 

Income. 
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The company's response t o thh schedule h: "No lobby1ng and other 

po11tlcal expEnses are included In deter~~1n1ng Net Operatt:'!g Income. All are 

accounted. for "below-the-J1ne.• <EIIPh&sts added> rhts same MFR schedule and 

response was included 1n the c011pany's last rate cue <Ooc~et No. 840086-EI> 

and the recent rate case wht ch was w\thdrawn by the company < Oock.et No. 

881167-EI>. 

Based on tnformatton recently supplied to staff, the company recorded 

above-the-11ne durtng the 1nter1• test year the following expenses: $291,373 

($306,550 System) expenses incurred by Mr. Earl H~nderson, a reg1stered 

lobbyht; lobbying expenses allocated to Gulf from the Southern Company and 

certatn other e(penses incurred by Mr. Jack Connell. Subsequent to the 

interim test year, December, 1989, the company started charg1ng these expenses 

below-the-11ne. 

After re~dtng the description of expenditures to be recorded 1n 

Account 426 .4, as stated above, 1t ~uld appear that the company 1s In strict 

v1o1at1on of the Uniform Syste• of Accounts concerntng lobbying and ot'ler 

related expenses. Staff ts suspect that s1•1 lar expenses have been 

cons1stently recorded above-the-line to prior years . Staff finds lt 

d1 sturb1ng, to say the least, that the COCDpany would state 1n Its HFRs that : 

"no lobby1og and other ool1t1cal exoenses are included 1n deterD~.ill.ing Ne! 

Qperat1og Income . AJJ are accounted for •below-the-11ne"._:: <Emphasl ~ added) 

Espec1ally s1nce tht company now acknowledges the fact that these lobbying and 

other related expenses are now be1ng recorded below-the-line. 
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Since these expenses were recorded above-the-11ne during the Interim 

test year, It would be appropriate to reduce interim test year expenses by 

S291 ,373 ($306,550 System). 

This area of expense will be fully examined In t~e company's 

permanent rate case to deten~~1ne the proper amount t o be recorded 

below-the- line . 
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ISSUE 13: Hhat 1s the approprtate uount of Oeprec1atton and Allorttzatlon 

Expense for th~ tntertm test year? 

RECOHHEHDAIIQN: The appropriate a.ount of deprectatton expense ls $3,063,000, 

which includes an adjustment reductng expense$ $150,000 related to the 

acqutsttton of Plant Scherer. (MERTA, REVELL) 

STAff ANALYSIS: Staft recoaaended under Issues 3 and 4 that adjustments be 

eade to the company• s ~cquh1tton of Plant Scherer. The effect of these 

adjustments ts to reduc~ exp_nses $150,000 ($533,000 System). 
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ISSUE 14: Hhat 1s the appropr1ate aaount of current 1ncome tax expense for 

the inter1m test year? 

REOOHHENDATIQH: The a.ount of current 1ncome tax expense ts $17,628,000. 

(BRAND) 

STAFF ANALYSIS: After ..X1ng adjust.ants to ~ expense. depreciation income 

taxes should be 1ncreased $2,067,000. The effect on the interest 

synchron1zat1on adjus~nt dut to avtr&9t ratt base adjustment reduces income 

taxes ~542 ,000. 
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ISSUE 1~: What 1s the appropdate 1mount of Net Operating lncon.~ for the 

determination of 1nter1• revenue requirements? 

RECOttiEHDATION: As shovn on Schedule 1, page 2. the appropriate aiiX)unt of 

N.O.I . after adjustments 1s $64,051,000. <ROMIG) 

STAff ANALYSIS: After mak1ng the adjustment to O&M expenses, depreciation and 

Income taxes. the jur1sd4ctiona1 amount of N.O.I. Is S64,051 ,000. 
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ISSUE 16; Should the company's petition, under Section 366.071. F .S .. for 

$22,847,000 in interi• increase in rates and charges be approved? 

REc:cMtENQAIION: No. An interim increase of $7,207,000 should be grantee as 

shown on Schedule 4. <ROMIG> 

STAff ANALYSIS: Concurrent w1th tts petition for $26.295,000 in permanent 

rate relief, Gulf also filed a petition for an interim increase in rates and 

charges under Section 366.071, F.S., 1n the amount of $22,847,000. 

The company's request for rate relief 1s based primarily on the 

recent conwn1tment of add1t1ona1 generating capacity to terri torh 1 service 

<Plants Daniel and Scherer). This additional capacity was lommitted to 

territorial service July 1, 1988 through Ftbru&ry 1, 1989. The interim rate 

relief was based on a year end rate base using a 13.001 return on equity, the 

sa111e return on equtty as ut111zed in tts request for permanent relief . In 

strict compliance with Section 366.071, F.S., the floor of the l:lst author1zpd 

return of 14.501 would be used. As an alternative, the company filed with its 

petition for i nteri111 relief, four a 1 ternat1ve ca 1 culat1ons: 1) year-end and 

average rate bas• using a 13.001 and 14.601 return on equity . The Interim 

rate relief related to each 1s as follows: Year-end and average rate base 

using 13.001, is $22,847,000 and $25,805,000, respectively and year-end and 

average us\rg 14.60: 1s $15,035,000 and $17,607,000, respectively . However. 

the company has essentially stipulated to the us~ of 13.00l. a more rea sonable 

return based on current cond1t1ons and recent Commission decisions. This 

request should be granted. If the Coon\ssion accepts the use of a 13.00l 

return on equity, this leaves the decision of whether to base the interim 

relief on a year- end or average rate bas ·. 
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Staff recommended tn t artm tncrease of $7,207 ,000 \s based on the usP 

of an average rate base as dtscussed tn Issue 2 and reflected 1n Appendtx B. 

If the Co~m~1ss1on deems 1t appropr1ate to use a year-end ratt! base, then the 

appropriate amount of tnterta reltef t s $13,832,000 as reflected tn Appendtx A. 
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If an increase is granted, how should H be spread among rate 

classes and collected within rate classes? 

RECOMMENDATION: Because of Rule 25-6.0435(2)(a), staff recocrmends that any 

i nterl m I ncruse be spread a.ong the rate c I asses on a unl form percentage of 

base rate revenues. The increase should be collected within each class by 

increasing all base rate chuges and credHs <custoater, demand, non-fuel KHH 

charges, etc.) by the unifora percentage. <HEETER) 

SIAf£ ANALYSIS: Gulf Power has petitioned the Commission for an Interim 

increase pursuant to s . 366.071, F.S. Rule 25-6.0435. F.A.C., which requires 

that an 1 ntert m 1 ncr ease pursuant to s. 366.071 , F. S. , be spread among a 11 

rate classes on a un1for. percentage of base revenues. Gulf has requested 

that the 1nteria increase be allocated in a aanncr that moves class rate of 

return indices closer to par1ty. except that no class should receive a 

decrease. The1r pos1t1on ts that an allocation to c lasses on a uniform 

percentage of base revenues 

would be inequitable in the present case, oecause, 
under the proposal for penaanent relief, certain rate 
classes have been designated to receive Plt~er no 
1ncrease or a decrease 1n base rates in order to 
ach1eve the goal of .ov1ng class rate of return 
1ndices closer to the syste111 average. If an Interim 
1ncrease were spread across the board. tt1e rate of 
return 1nd1ces for these rate classe. would remain at 
the1r present levels . 

... the company believe(sJ that g1v\ng any increase to 
the classes not slated for an increase in the reouest 
tor penaanent relief would be unduly discriminatory 
because these rate classes have rates of return which 
are too high on a relative bas1 s, when compared to the 
other rate classes. 
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Gulf's Pet1t1on at page 3 of Sectton llld, Volume 1, Petition and Request for 

Interim Increase tn Rates and Charges. 

Staff agrees wtth Gulf's pos1t1on but believes that to be In 

compliance with Rule 25-6.0435, F.A.C., the increase must be spread on a 

untform percentage of base revenues to all classes. All interim increases in 

the past have been allocated in th1s manner . 

Staff and the company agree that the increase should be co '1 ec ted 

w!th1n each class by 1ncreastng the test year base rate charges and credits 

<customer, deaaand, non-fuel charges, etc.) by the same percentage increase. 

This 1s consistent wtth the 11ethod used for deterw~1ning interim increases in 

recent electric rate casts wtth the exceptton or the last two TECO rate cases 

(Dockets Nos. 830012-EU and 850050-EI). I'' Ooc~et No. 830012-EU. the 

Convnisston voted to collect the t ntertm increase w1thtn each rate class on 

only the non-fuel energy (KWH) charge wh11e in Oocket No. 85005v-EI It was 

collected wtthtn rate classes by tncreastng all base cha;ges except t~e 

customer charge by a un1fonm percentage. 

Increastng all base charges by the same percentage Is preferable 

because 1t results 1n no change tn rate structure and all cu>tomers experience 

the same percentage tncrease 1n thetr base rate bills. Furthermore, staff 

believes that Rule 25-6.o435, F.A.C., requires all base rates of a class be 

Increased by the same percentage for an Interim Increase. The reconrnended 

Increase of $7,207,000 results In a untforrn percentage Increase of 3.05'1 

($7,207,000 dtv1ded by $236,299,000). 
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AJ)oendh A: Ca1c:u1atton of revenue regu1rement and rates us1og a Septembe.r 

30. 1989 vear-end rate base as requested by Gulf Power Cornoaoy. 

To calculate the 1nter1m revenua requ1rements us1ng yeor-end rate 

base as requested by Gulf. No adjust.ents ~ere made to N.O. I . to reflect the 

year-end level of revenues and expenses . Staff, ho~ever, made adj ustment s to 

year-end rate base and N 0.1. cons1stent ~1th those .ade \n calculating 

average rate base and H.O.I. Rate base adjustaents made In Issues 5, 7, ond 8 

were not made stnct tht CQIIpany booked these adjustments dur1ng the Interim 

test year and art rtflect~d 1n the1r year-end per book amounts . 

Attached are the spreadsheets deta111ng our calculation of year-end 

1nter1m revenue requ1r~nts at September 30, 1~89 of $13,832,000. 
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IIIVESTNEWT TAX CREDIT o MET 

•or AI. OPEIIA: Ill' EXP£11$£ S 

11£1 oPfiATIIIC IIICOME 

ACH I Eval lATE Of RE TINN 

Glll, PQI(. CXJV>Alf'f 
DOCUT 110. 1191345·£1 

SEPTEien 1989 TUT TW 
TW fll) ItA TE lAS( 

(000) 

SCHEDUlE 1 
P~ 2 of 3 

IIIT£1111 

(9) (10) (11) (12) (13) (14) (l5) (16) (17) (18) 
~~TED 

TOTAl FROM l018YING TRANSMISSIOI CUSTOMEa 
PAGE 1 EXPEJISE RfiiTAlS SftVICU WES 

S1 ,234,986 
(427,023) 

807,963 
8,816 
3,610 

820,189 
72,604 

1392,993 
••:• ...... 
l243,SOO 

111,323 
<3,907) 
43,063 
<1, 741) 
18,426 
IS,SOO 

0 
0 

182, 664 

t.60, 836 ....... 
608\l -······ 

(291) 

110 

( 181) 

S181 

.. :.__. ... . .......... .... ._. 

n . 7'87l <2.596) (669) 

672 9n 252 

(1,115) (1 ,6 19) (417) 

11,1\S S1,619 S417 

JIITUfST 
trcorc:IL· TOTAL AOJUSTlD 

JATICII AOJUSTJEWTI TOTAL 

(\. Z06) 

(I ,206> 

11,206 

0 

so ·-·---.. 
0 

so 

10 11,234,906 
0 C42T,OZ3> 

0 
0 
0 
0 

0 
0 

w _ ...... . 
so 

(5,343) 
0 
0 
0 
0 

1105 
0 
0 

(4,538) 

SA., 538 

OoSil ......... 

807,963 
11.~16 
3,610 

0 

&20,389 
72,604 

1892 ,99'3 ............... 
S243,SOO 

10S, 9110 
(!., 907) 
4l,06J 
( 1. 741) 
18,426 
16,}05 

0 
0 

17'8, 126 

S6S,374 . ........ 
7oln . ..... . 



w 
\D 

COllJel 110 • 

QJl f POWEll aM' AliT 
OOO:ET llO. 89\345·!1 
YW END RATE ~ 

EXPUJIAT IOJI Of ADJUSTMEJITS 

IIATE lAS£ 

SCKEDVI.E 1 
Pege 3 of 3 

IIITEaiM 

(2) • Till A."JUITMDT RPOY!I Ttl! PlAifT satnn UIIT 3 ACQUISITIOJI ADJUSTJEifl (16,937,131; 
A/0 16n,S1S) Alii T. At<IOISITIOI ADAIITMEIT FOl CCIIIll FACILITIES (18,680,S07; 
A/0 6n,515) FlOM ltATt IASl AliD T1E lfUTED MDRTIZATICJI FJIOII TilE llCCJIE ITATSCOT. 
Tllf ACIIJIIITICJI ~MTM9TI AliD NDTIZATJCJI Mvt IIOT lUI ~ IT TilE COIIISIIC*. 

(3) • TillS AD.IUST'MOT WU ItO\' lEClSWl' IIIla TilE COf>AJIY Mo1loD£ TilE ADJUSTIIEltT llBViiiiG T1l! 
SCI CMttUD IUilDIIIQ Ft<ll PlMT·Il·IDVICE PliO. TO TIIEIIl SUme£1 30. 1990 YW fll). 

(4) • Till ADJUI'MIT llSDIES TliE \JJJUSTHIED ElCtRS COST 01 TIER IUILOIIJGS TMT WU 
Dl SAU.«MJ) II CU.F 1 I WT ltATt CAS!. 

(5) • Ull ADMMWT WU ItO\' lltCESSMT IIIC£ t• c:a.PAIY UDE Till AD.IUSTJDT TO IIICHAU 
DENECIATICII NIOl TO Tlllll SlnlJIIO 30, 1990 YW [II). 

(6) • Tllll ADNSnllll WU ItO\' lltaSSAilT IIIICI Till CIJt'AIY MD! Til! AD~IIl 190VIIIC 
Till CMlAC:CIIML 01 Af\OC NIOII TO TRill SUTSCI!l 30. 1990 YW Ell>. 

(1) • Tllll .ADJUITJIDT IIDUCll Til£ FUEL IIYEJITCaY IT 15,627,612 CI6,D5,310 STST£JI) TO 
catfOilM VITR TRE COIIIISilC*'I CiliUIC ~ IMWTOIT POLICY. 

MOl AD.IUSTlEns 

<10) • TN II AD.AJIMIIT lEJID'Ifl flCM ODI UPfniS LCIIYIIQ DPEIIUS llilnQPf~ T CRUG£D 
UOYf·TIIf ·Lilli. 

(11) TillS ADAISMIIT l£DUC!:I 0&11 EXP£1US fOil lltfVIOUSlY OISAllOWEI> TIIAIISMISSIOJI lllf 
lt!IITALS ASSOCIATED VITII nAil OAIIIU AliD T~ISSIOJI lllf l£11TALI Fat PUJIT 
SMlll£11 TIIAT WOE .OT JUSTifiED IT Tilt CXM'AIIY. 

( 12) • Tllll ADMlliiEIT ll!JOill FIIOI OIM E'J(P(IISU FOilMEil ECXI PIOGaNIS *lT JUSTifiED IT 
T 11t CXWAIIT fOI UCXJII£1 r 11 tAR ItA ns. 

(1]) • Till ADJUSTMENT llEMOYES r.a. 0111 £XP£11S($ SAlES £XI>USU lt'IIICJI loEIE stEM AS 
\.IIIIEC:US.UY 01 IIIIIC:ll Oll»liCATI DIST IIIG c:&Jlf l'tOGIAMS. 

(14' • T"IS A.OJVSTIIIEIIT IS SIMPLY A MTHEMTICAl CALOJLATIOII IASE:O OJI TilE CJIAIIGIS t• Til! 
CAPITAL STilUCfUIIE AS A llESUll Of TMf lATE lASt AMO CAPITAL STIIUCTUI! IECOWCILIATIOII. 



~ 
0 

C~(l P~r Compeny 

Docktt No. 89134S·£1 
Culf Powr C~ 

Teu End Capt tel Structure 

lnterl~ ••te ••lief 

Tttt Ttar Endtno 9/30/89 
Staff Po. It I on 

:,chedule 2 

...... .., ........................................................................... -..... _._ .................................................... ·-···· ................ . 

To tel 

Capltel C~ta Per looks 

Lono·Terw Debt I 1490,131 

Ulort • T ana Debt I so 
Preferred Stock I 168,663 

c~ t~tty I l37J, 570 

Cuat~r Depoaltal 515.128 
Deferr.cl Taan I S204. 125 
ITCa Zero "01t I S96l 

I TCI • \ltd. COlt I 149,128 

lion· 

OlrKt Utility 

Adjust · Adj~t-

~u _,tl 

(178,917) so 
10 so 
so 10 

l~a: 

Unl t 

P-r 

Saln 

Pro 

hte 
Ad)~t 

~tl 

Juri•· 

Syat.. dictional 
Ad)~ttd Fector 

•on· 
Ad)uat~ UH llty 

c~t tal Adjuat • 

St~ture -.nt1 

(S6l,447)(S10,!l7> SJ37,440 97.6138St SJ29,l89 so 
so so so 97 6138SI so so 

(S9,]79) (11,760) 157.524 97.613851 SS6, 151 so 
<123,771)(114,502) (141,562) (1&,122) Sl85,013 97.613851 1278,212 so 

so so so (1467) 115,261 100. 000001 115,261 so 
so so (112,662) (15,68S) 1185,778 97.613851 1181,345 so 
so so so (t.l9) $934 97.613851 S912 so 
so so (15,979) (11,299) 142,450 97.613851 141,437 so 

Sl, 202.908 (1102 ,6&8)(114 ,502)(1133,029)(128, 289) 1924,400 S902. 707 so 

Pro 

Rata 

Adjuat· 
_,t. 

Staff Cou Vtd. 

Ad)UIUd htlo htt Colt 

(Sl,S-45) S:SZS,&44 36.49l 8.7'0S l. 17'1 
so so 0.001 0.001 0.001 

(1604) CS5,S47 6.Z21 7.801 0.49l 
(S2,994) t.l~.218 30.013.001 4.011 

Cst64) 115,097 l.(ln 7.551 0.1~ 
($1,951) 1179,393 20.091 0.001 0 .001 

(110) 1902 0.101 0.0010.001 
( 1446) 140,991 4.5cntc ... n o.431 

( S9 ,714, 1892,993 100.01 8.271 

............................................................................................................. w .............. ................. . 

Ca l cul at ion of JDIC Rata 

····················*·························--·····--··· 
~r.nt~ c .... r Wtd. 

Ca::-•r•l c~-· ~~ let IO hte Cost 

C OI'T'OO" t (J.J I f \' szre. 112 ,, 921 13.001 ~.4Sl 

f·rtftr t'<l Sto<l ' S6. !51 8.461 7 .eat 0.66\ 
\0"9 1.--. .. o .. t, lJ?Q ~Q ~Q 631 e iOl ' lll 

\661. :>? • (\!.' OC'X H' 4JX 

···••··•·················································· 



.. -

JUII~ICTIOIIAL ADJUSTED lATE U.S£ 

l£GUIUD llATt OF lfT\IU 

IEQUJl£1) ll(l IJI£1lA T IIIC llllDIE 

M I~ I CT IOIIAL AD.ItJSTm 1101 

1101 OUICI£Jitl/(IXC!S$) 

II) I IIJL Tl fill £l 

~ OHlCIEJrCT/(EICt'ESS) 

tEGUIIED ltfT\B 011 EQUITT 

ACIII ~ llA TE Of I£MJI 

QJl, PQEI COI'AlfY 
DOCX£T 110. &!11 167·£1 

S1!PT£JIIO 1989 TES'T YW 
TW £110 lATE U.S£ 

(1) <2> 
TW £NO TUlt £11) 
AI fll!D STAFF 

PO CXJIPAJIY ADJUSTED 
................. . .............. 

1902,707 1192,993 

8.281 a.m 
--······ ............. 

74,744 73,851 

60,742 65,374 

............... 
14,002 e,,n 

1.631699 1.1>11699 
................ 
m,&47 S13,831 ........ ---

tl.OOS 13.001 ..... ...... 
6.73'1 7.321 -·· -

SClfB)Ulf 4 

Jlfltll "' 

• 



. . . . 

Ooc~et No. 891345-EI 
January 29, 1990 
1402E 

Aopend1x B: Calculat1on of reyeout regu1remeot ustog a September 30 . .1.26~ 

average rate base. 

Attached are the schedules deta111ng our ca1culat1on of revenue 

requirement using an average rate base . 

- 42 -



~ 
w 

GPCAV989 
22·J811·90 

PUIIT Ill IUVI C! 
ACCUMUlATED OEPIECIATION 

wn ~r •• suvrct 
COIISTIIOCTIOIC ~ Ill PIIOGlESS 
PROHID II(U) FOI Ml.eE US( 

m UT urn PlAifT 
WK IIIC C» IT Al 

TOtAL -' n IASf 

OPflATIIIC UVEIIUU 

OPftATIIIC EXPENSES: 
0&11 • OTIIU 
CU. • IIITUCIWICE 
OEPIEC I AT I 0111 & A101 Tt U Tt 011 
NOtT • Of IIIVESTIENT CUD IT 
TAXES OTNEI TIWI Ill~ 
INOCMI TAX£S·OUilENTlY PATA&l£ 
OUUlEll IIICM TAX£$ IIET 
IMSTliiEIIl lAX taEO!T · lftT 

TOTAl OPEIAllMC EXPENSES 

NtT OPfiATt•G IN~ 

ACHIEVED RAT[ Of RiT~N 

(2) (3) 

GUlf P<MR C<M>AlfY 
DOCnT NO. 891345·£ I 

SEPTOCBER 1989 TEST YEAR 
13 IOITH AVERAGE RATE lASE 

(000) 

tSJ <6> <7> (81 

SCHEl>UlE I 
PegO! I of 3 

INTEl II! 

(9) (1) 

ADJUSTED 
JURIS. AS 

FilED 

Pl.AJIT SCH£1£1 SCS 
(4) 

8()1UFAY & 
ClAC£VIllE 

OHittS 

Aca.MJlA TED fUEl 

11,145,119 
(395,093) 

750,026 
11,97'9 
3,306 

165,311 
73,643 

1838,954 ...... --
S24l,SOO 

111,323 
(3,9011 
43,213 
(I ,141) 
18,426 
16,103 

0 
0 

1(0,417 

\60,083 ....... 
7.161 ....... 

ACQUlSITIOI IUilOIIIC 
AOJUSTMilll CAifC£lLA T l ON 

C14, 4l2) 
298 

(4,124) 

(4, 124) 

('l()8) 

(208) 

(208) 

0£PtlECIATIOI AFU>C IIIVEIHOlT TOTAL ADJI.ISTED 
TOTAL 

(143) 

5 

(]3) 

(33) 

ERROl I OVElACOtUAl CEif£11 C lEVEl AOJ\JSTMEWTS 

($22) 
(26) 

(26) (221 

(26) (22) 

(5,628) 

(14,695) S1,140,424 
277 (394,816) 

(4,418> 
0 
0 
0 
0 

(4,"8> 
(5,628> 

145,608 
11,97'9 
3,306 

0 
0 

760,893 
6&,01S 

(14, 124) (S20ll) (S38) (126) (In) (S5,628) (110,046) S~Sl8,908 -···--- ..... _... .......... .......-.. -----·· ............... ........... ............ 

(150) 

56 

(94) 0 0 0 0 

!.94 so so so so ....... . ....... . 
0 

so 

so 

0 
0 

(150) 
0 
0 

S6 
0 
0 

(94) 

S94 

0.101 ....... 

1.24],500 

111,323 
(], 907) 
4.3,063 
(1, 741) 
Ul,426 
16,159 

0 
0 

163,323 

S60,,n 

7.26lt . ..... . 



CPCAY989 Q.ll f PQ.O CCM'ANY SCKEOUlE I 
22·Jen·90 OOCXEt 110. 89134S·(l Page 2 of 3 

... 
S(PTEMSEA 1989 TUT TEAl INTERIM 

13 MONTH AVUA~ stATE lASE 
(000) 

............................... 
(9) (10) ( 11) (12) (13) (14) (15) (16) ( 17) (18) 

AoDJUSTSI IIITOltT 
TOT A1. fiOt LOllY I lUi TlAifSMISSIC* CUSTCJID lECOICIL· TOTAL AoDJUSTED 

PAGE 1 EXPOU lEfT All SERVIC£$ SALES IATIC* AD JUS TMEWT S TOTAL 
.................... ........................ ..................... ........................ .... ..... ............. .. .. .. .. .. .. .. .. ... .. ... .. .. -.. -.......... . .............. -.. .. .. - - 4 .. -......... .. ................... 

PLAIIT llj SUVI a 11.140,424 10 11,140,424 
ACCJIJI..ATB DUIECIATIC* (394,816) 0 (394,816) 

....................... .................. .. .. .. .. .. .. . .. ... ................... ..................... ... .................... --- .............. . .............. .. ................ . ....... .. ...... 
•r ..ulfT 111 suYI a 745,608 0 745,608 
c:oaTlUCTIOit WORl Ill l't(Q£SS , • 97'9 0 11,97'9 
I'IIOPUTT ICli.D Fat M\al! USl 3,306 0 3,306 

0 0 0 
0 0 0 

............ ...... .. ... ....... .......... .......... ... ...... ...................... ... ................... ..................... .. .................. .. ................... ... .................. . .. ......... ... .... 
IE1 .JTIUTT PL.MT 760,893 0 760,893 
WKIIC CAPITAl 68,0\S 0 611, 015 

................... --·--·-·· ................ ...... .......... . -............. ... ............... .. ................ . ........... -.. - ............. .. ............. 
TOTAL tArt lASE Sll28,908 so $821,908 -- ..... __. -·---- ··- .......... ........... - ... . ---t OPOAT IIQ IE'VIJUS 1243,500 10 1243,500 

I 

OPIJtA T IIIQ DPOSES: 
CIIIC • OTIO 111,323 (291) (1,787) (2,596) (669) (5,313) 105,980 
<* · IIITDCIWlGE (3,907) 0 (3, 907) 
OENICIATIC* & ~TIZATIOM 41,063 0 43,063 
NllaT. Of I trVUTIIllfT Cl£0 I T ( 1, 741) 0 (1,741) 
TAXtS OTliEl TIWI IIICOIE 18,426 0 18,426 
III!CDI! TAX£S·ClatOTU PATAill 16,159 110 6n 977 2S2 (S42) 1,469 11,628 
DUDUJ) I~ TAXIS • II(T 0 0 0 
IMSTMUT TAll taEDIT • lftl 0 0 0 

................. ... ................ ......... ------- .. ... ... .. -..... --- .. -.... .. ... -- .... .. .............. . ... -.. ... .. . .. 
TOTAl ~IAT I JIG fxPEISU 183,Xl (181) (1,115) (1,619> <417) (~) (3,874) 17'9,449 .... ... ............ .............. ............. . ............ .............. .. ............... .. .. .......... .. ........... ... .............. 
lET OP£lA T 1•G llfCCM ~.177 1181 S\,115 11,619 1417 n4l 13,874 164,051 ........ ...... -- ......... ....... ......... .... ... -.. ······-· . •..... ... .. --.. .. ......... 
AC111 EVW lATE Of I( T'Uitlf 7.u~x 0.47'1 7.731 ......... .... .... 



.,. 
U\ 

COl \Jill 110. 

CULF ~~ CXJI>A.IfY 
OOCXIT 110. 891345·£1 

13 MOWTM AV£1lAGl lATE lAst 
EXJ'l.AMATIOII OF AOMTMEtiTS 

un lASE 

SOIEDOLE 1 
Peoe l of 3 

lll£1UI 

(2) • Till ~MJIT lliJIDII!1 Tll! f'lAIT ICJI(Ul liiiT 3 AaiUIIITICII IID.IUSTNEJIT CS6,9l7,131; 
AID 1671,5,5) AID TRE ACCIJIIITIOII ADJUITM£IT ~ CCMJI FAC:ILITIU (18,680,S07; 
AID 671,5t5) ftilt UTE IASI Alii TIE lfLA'fiD ~TIZATICII FIOM TIE I ~eM nATEM9T. 
Ttl! ACCIUISITIOI IIDNS'TlEITI All) NaTIZATICII lAVE .at lUll N'tltOWD IT Tll( a!MISSlCII. 

Cl> • Till IIDJUmDT I!MMI FtOM UTI IASI Tll( COST Of A SCIUT1DII CDI'MT SttttC'n 
llllLDIIICi CAJK:nUD Palot fO CDlSTIUCTIOII. 

(4) • TillS ADJUSn.RT HJICMI Till liiJUSTifl(J) DeliS COST Of TlEU .. ILDIIIIOS TIIAT WAS 
DISAllOWED II GUlF'S lAS1 UTI CAll. 

C5) • Ull AO.IUSTJOT lllCIEASII ACXliiJlAT(t) 0£PUCIATICM TO fllltKt EDCIIS Ill 
OIPUCIAT I 011 CM NO M.IOI PIO.J£CT1. 

(6) • Tlltl ADM1'JIUT I!JCJV£1 Ftilt ~·II·IU'YIC( AA.DC l"''CC''U WITAL.IZO llfYCJe 
TJI! lll· lll'Ylct DATI OF Tftl! Cll ST &NftoJS! All) IIAVM. All ITA TICII ustATICII W'GitAOE • 

(7) • Till AD~ UllUCll TIE Rn IIVOTOIY IT S5,6Z7,682 CS6,m,l10 ITS'T'De) TO 
CQIFCD VITII Tllf CDIUISIOII'I -lit f\l!l IIIVOTCRT IIU.ICT • 

1101 ADJUS'IliDTS 

C10> • TillS ADJUSTREIIT lOICIVIS fiUI OM DPOill LOIITIIIG EXPOSll l~lLY CIIAlGB 
AIO'!f( • TIll ·llll(. 

( 1 1 ) • TICI S AD JUS MIT I EDUCt S 0&11 EXP'£d S f<Jt 1'tEV 1 CIJSL Y D I SAL.lCMD T IIAII~ I SS I Cll LIIE 
lEIIlAU ASSOCIATEO WtTII PUifl DAIIEL AIID TU.SMIS.SICII llll! lftiTJ.U F<Jt PlAIIl 
SJIEIU YIIA T WEll lOT JUST I fl EO IY T1IE Ct:WAiff. 

C 1 2} • TillS AOJUSMIIT IOICIVIS fiOI OM DJif1fUS f~ll Ectl PIClGlUIU lOT JUST IF I ED IT 
T II! CXMPAJf'f FOR li!CO'i!IY Ill lA Sf lATE S • 

( 13) · iiiiS AOJUSTM(lfT IEMOY(S FICM 0&11 EXJIOS(S UUS EXPflfS(S WIIICII WUE S'ffl AS 
UIIIIEC£SW' CJt \1110 Dt.PliCATE EXISTIIIC WI.J PI~. 

(14) · THI~ AOJUSl~IIT IS SIICPLY A MAlltE'MATICAl CALClJLATIOII lAUD 011 IKE CIIUCES Ill TilE 
CAP IT ll SHUCTUlE AS A 1£$\Jl T OF T II£ lATE lASE A.lfD CAP I TAl STIUCTUH l£to11C Ill AT I C.. 

-
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Gu I f P~ r C.OIIIpei'Ty 

Oock~t No . 891J4S·EI 
Gulf P~r C~ 

1l·Month Aver~ Cepltal Structure 

Inter!• Rata ••lief 
THt Tear trdl~ 9/l0/!19 

Staff Poeltlon 

Schedule 2 

......................... ......-.-.-.......... -.-............................................ --. ......................... .-........................................................ -.......... . 
lion· lHI: Pro lion· Pro 

Direct Utility unit Rltt Juri a· Adjuated Ut IItty hU 

Total Adjuat· Adjuat· Powtr AdjUit lylt• diet lena. C~IUI Adjust· Adjust· Stiff Cost lltd. 

Cepltal Componrntt P~r loott _,u _,t. SllH -.nta Ad)Uitld F.ctor Structure Mntl .,-,u Adjuated htlo Rite Cost 

.. ........ ·-· .. · ··- . .. .. ... ....... .. ....... ... . ................... ... . ... ......... . ........... . .. .... ......... ..... ............ . .. .. .............. ......................... 

long· Tent D.tlt I $496,851 (S&2,1S4) so (131,522)(S12,242) 1320,933 97.S88611 Sll3 , 194 so cSJ.~> SJ09,"-' 11.1n e.59l 1.211 

Short· t .,... D.Ot ! $1,115 so so so ($41) S1,074 97.S8861l "·~ so (Ill) 11,036 0.1ll10.29l 0 Oil 

Preferred Stock I 169,028 so so CS13,387) CS2,044> IS:S,597 97.swn: 152.~ so (162.6) 151,678 6.ZJl 7.621 0.4!1 

c- fq.,lt)' I l357. 854 (119,434)( "'·SS8) (l52,590) (S9,9S6) S261,016 97. sw1x SlSt., n2 so CSJ.OSO> 1.251,671 :O.l6l1l.ll0l l.9Sl 

Cutt-r D~lta) S1S , 546 so so so CS571) 114,9~ 100.~ 114.975 so (1179) '"·m 1.781 7.661 0.141 

Oeferr.a lu•• I Sl00,428 (127. 244) so so (16,363> 1166,U1 97.SM61l Sl62,7'9e so (11,949) 1160,849 19.401 O.OO'l O.OOl 

I TC1 Zero Colt I 11,033 so so $() (138) I99S 97.S8861l S971 so Cl12> S9'59 0.121 O.OO'l O.OOl 

I TCt - lltd. Coet I 150,762 so so CS9,ll6) (11 ,522> l39,904 97.588611 138,942 $() (1466) 138,475 4 .64l10.l21 0.481 

S1 , 192,617 (1128,1SJ1l(S14,8SS)(It56,&35)CI32,778l 1359, 314 1338.~ SO (S10,046) 1828,908 tOO.Ol 8.261 

••••••••••~••••• ••••~•••••••••••••••••••••••••••••--••••••••••••••••••--•••••••••••••••••u••••~•••••••••••••••--~ .. •••w•••••••••••••.w•• .. •••• 

Ca lcul ation ol J~IC ••t• 

•u•••••••••••••••••••••~•••••• »••••••••••• •••••• •••••••••• 

Adjl.nt~ Cost lltd 

C .. .;llAo ':~a A..~t lat lo tat• Co.t 
.. . 

COI'"I"C.Y' Et>.Jt: ~ l:'~.. ~~; . • on 'l .OOl s \4'1, 

'"•*•"~f"' StO<• ~~{ lO~ I! 431 7.~1 0 '-4' 
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