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1 AFTERNOON SESSION 

2 (Hearing reconved at 12:30 p.m.) 

3 MICHAEL 0' SHEASY 

4 having been previously called and sworn as a witness on 

5 behalf of Gulf Power Company, resumed the stand and 

6 testified aa follows: 

7 0 (By Hr. Palecki) Mr. O'Sheasy, Exhibit No. 

8 501 is Staff's Interrogatory No. 209. This request ed a 

9 Cost of Service Study identical with the Company's 

10 revised nonmigration 12 CP and one-thirteenth Cost of 

11 Service Study, except for a number of revisions listed 

12 in the interrogatory. Ia it your testimony that the 

13 Company's resoonse to Interrogatory 209 is identical to 

14 the revised nonmigration study in Exhibit 231, except 

15 for those revisions requested by Staff? 

16 

17 

A 

0 

Yes. 

And also, except for a correction in the 

18 development of the class NCPKW? 

19 A That's correct, and that is reflected in 

20 Exhibi~ 231, also. 

21 0 Is Schedule E-Sb, for proposed rates based en 

22 a different allocation of the increase than that 

23 p r oposed by the Company j n the KFR E schedule? 

24 A I need to make sure I understand the 

25 question. 
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1 The E-Sb -- there are actually two EABs. 

2 There is an E-Sb based on system rate of return, and 

3 there is an E-Sb based on class rate of return . 

4 Now, the rate of return , the proposed rates 

5 that would be embossed in that unit cost calculation is 

6 based on a proposed rate development that Mr. Haskins ' 

7 group would have done tor this Staff's Thirteenth Set 

B of interrogatories. 

9 Q would Mr. Haskins be more familiar with this? 

10 A He would be taailiar with the actual rate 

11 design. How it was done, he would have t aken the Cost 

12 of Service Study, in Staff's Thirteenth Set, and 

13 developed p~opoaed rates from that. I would then have 

14 taken his proposed rates and developed the E-Sb that 

15 you see. 

16 Q We would like to enter as a late-filed or 

17 perhaps we'll be able to put our nands on it right now , 

18 the Revised Equivalent Peaker and Refined Equivalent 

19 Peaker Cost ot Service Studies , prepared in response to 

2u Interrog~tories 211 and 212. Do you have those with 

21 you at this time, or acce~s to them? 

22 Yes. We have them available and we can pass 

23 them out at this t i me. 

24 Q Could we do that? We ' d like to have those 

25 marked as the next consecutive number. 

YLORIDI. PUBLIC SERVICE COMMISSION 



1 

2 604. 

3 Q 

CHAIRMAN WILSON: 

1880 

That would be Exhibit No. 

Mr. O'Sheasy, have you or anyone employed by 

4 Southern Services or Gult Power Company, ru!'l a Cost of 

5 Service s tudy or analysis of any type with SE PXT and 

6 SE LPT each aa a aeparate class, either i n this rate 

7 case, i n the rate case withdrawn last year, or at any 

8 other t i me? 

9 A (Pause). I don't recall running a cost study 

10 with PXT SE segregated from LPT SE . The only studies I 

11 can rec all is all SE customers together as a rate 

12 group. 

13 C.~IRKAN WILSON : Why don't we give these two 

14 differ ent exhibit numbers here. Would that i:>e 

15 appropriate? 

16 MR. PALECKI: That would be appropriate. So 

17 that would be 604 and 605 . 

18 CHAIRMAN WILSON: Yeah , and Item No. 211 

19 would be 604, and Ite11 No. 212 would be 605. 

20 (Exhibit Nos. 604 and 605 marked for 

21 identificat i on.) 

22 Q (By Mr . Palecki) Mr. O'Sheasy, we would 

23 like to request a late-ti ! ed. We would ask you ~o 

24 provide 12 CP and Refined Equivalent Peaker Cos~ of 

25 Service Studies, as requested in Interrogatories 209 
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1 and 212, except SE is to be broken into two classes: 

2 SE PXT, and SE LPT. RS and GS classes can be combined 

J irto one class. 

4 And we'd like to ask that you use the 

5 guidelines that we're providing at this time. We 

6 realize thi£ is a somewhat complex r equest for a 

7 late-filed, so we've put it in writing and we'l l 

8 distribute that for your use in a -- as a short t i tle 

9 we'll call this "Refined Equivalent Peaker Cost of 

10 Service Study." 

11 

12 

13 

MR. STONE: Mr. Chairman? 

CHAIRMA!l WILSON: Yes? 

~. STONE: It is with some hesitation that I 

14 have to speak to this issue. 

15 This request would become the 12th and lJth 

16 Cost of Service Study fi l ed in this c a se, 1 ! WP- were ~o 

17 comply with this request. It seems to me that the 

18 amount of time and effort that would be require,... t.o 

19 produce these iterations of a Cost of Service Study are 

20 not warranted, in light of the more significant issues 

21 in chis case. 

22 CHAIRMAN WILSON: What is the amount of time 

23 and effort required to run this? 

24 WITNESS O'SHEASY: It would take my associate 

25 and myself one to two weeks to do what they would like 

FLORIDA PUBLIC SERVICE COMMISSION 



1882 

1 done, and I would guess we're talking in the 

2 neighborhood of 60 to 80 hours of work, and that's a 

3 considerable amount of work , and if I could add this, 

4 I'm not sure that anything meaningful could be gleaned 

5 from this. What you're going to do is take a rate, 

6 comprised of six customers, and break them into two 

7 more rates with three customers, and it's quite risky 

8 and dangerous to try to cut a coat of service study 

9 into a division this small, and garner meaningfu l 

10 intoraation from it. 

11 Cost of service studies should mainly be done 

12 on major rates in order to draw conclusions from them. 

13 When you cu• cost of service studies extremely tine 

14 like this would be, regardless of what the results l ook 

15 like, you have to be careful what you use them for. So 

16 I see a considerable amount of work an~ a danger that 

17 the results could be aisused. 

18 MR. PALECKI: We would like to ask a question 

19 regarding ~e amount of time that it woulrt take to 

~ 0 prepare these documents. The amount that you've 

21 referred to would be if you were required to add 

22 another column to your Cost of Service Study, is that 

23 correct? 

24 

25 

A 

Q 

No, that's doing it the way you requested it. 

Because we're not asking that you add another 
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1 column. I don't think it would require that you 

2 actually have to change the proqraa that you have. Are 

3 you still representing that it would take that amount 

4 of time, even without adding another column? 

5 A Yea. I am. Because when you combine it 

6 helps to combine columna ao we don't have to add a 

7 column. To add a colWUl would probably take a month. 

8 But what you have to be careful ot when you move 

9 combined columna ia there are work reports that have to 

10 be taken into account. 

11 For exaaple, we've got some ECCR expenses 

12 under theae prograaa in Staff's Account 209, I believe 

13 was energy ed~~ation, in the amount ot $55,000. And 

14 that wa& allocated by, let's see, it was allocated on 

15 energy to the commercial classes. 

16 Well, it you -- and this was done, I might 

17 add, by hand. It'a not actually in the cozaputer 

18 itself. So if you want to take your GS or GSD portion 

19 of that and put it in RS, you're really taking what was 

20 allocated tor the co-ercial class and putting it in 

21 RS. And you have to do this manually. So you have to 

22 go into all the work reports and unravel the specific 

23 assignments and spec i fic allocations, and ma.ke sure 

24 they're treated properly. It's just not a simple thing 

25 to do. 
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MR. PALECKI: Commissioners, our Staff has 

2 informed me that this is an important and useful and 

3 very needed late-filed. So we would reiterate our 

4 request for the late-tiled. 

5 CHAIRMAN WILSON: How many cost or service 

6 runs have been 111lade at Staff's request thus tar? 

7 

8 asking me? 

9 

10 

WITNESS O'SHEASY: Commissioner, are you 

CHAIRMAN WILSON: I'm asking anybody. 

WITNESS O'SHEASY: All right . I can think o f 

11 five off the top of ay head. I know of at least five. 

12 MR. PALECXI: How many has the company made 

13 because they've ·.llanged their data? 

14 WITNESS O'SHEASY: Two. 

15 MR. PALECKl: Commissioner, it's Staff's 

16 argument that this is needed t o address an 

17 underrecovery of the cost with respect to the PXT 

18 versus the PXT/SE customers, and I don't see any other 

19 way we can get information 

20 CHAIRMAN WILSON: There's no shortc ut way you 

21 can get to this? 

22 

23 Q 

MR. PALECKI: Well, let's ask the witness. 

( By Mr. PaleckJ) Is there a way that you can 

24 see of addressing any underrecovery o f the cost with 

25 respect to the PXT versus the PXT/ SE customers without 
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1 doing this cost of service study? 

2 MR. STONE: co-issioner, our main point is 

3 tllat the case has been pending, obviously , since 

4 December 15th. There's a considerable amount o f time 

5 that goes into these successive iterations o t the cost 

6 ot service study. And we believe it's unduly 

7 burdenso•e to place this requirement on the Company at 

8 this late date, considering the other things we have to 

9 do in order to complete this rate case in a timely 

10 manner. 

11 WITNESS O'SHEASY: But to answer the initiftl 

12 question, I can't think of a shortcut method that I 

13 would teel like was reliable. But I would otter that , 

14 looking at Staff'• Thirteenth Set, and also our Exh ib i t 

15 231 , it seeas to me that the rate ot return t o r the SE 

16 rate class is , I believe, in a reasonable range . 

17 It you compare it to PXT and SE, I don ' t 

18 think you see an abnormal rate of return . And a large 

19 portion ot that SE class -- it's not even a c lass -- a 

20 large portion ot that SE column is contributed by PXT 

21 customers . 

22 And I honestly believe it these PXT cuutomers 

23 were contributinq a rate ot return that was abnormally 

24 l ow or abnormally high, it would sway the overall rate 

25 ot return and it would not look in this reasonable 
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1 range that we see. 

2 Q (By Mr. Palecki) But can you testify before 

3 this Coaaission that there is not an unuerrecovery o f 

4 cost with respect to the PXT versus the PXT/SE class? 

5 A Not with the studies that have heen run at 

6 thia ti ... 

7 CHAIRMAN WILSON: Let ae see that I 

8 understand pretty auch what you're talking about. I'm 

9 looking at Staff's Thirteenth Set, it's Exhibit No. 

10 605, one, two, three, the fourth page in . It says, 

11 •Refined Equivalent Peaker Allocation.• 

12 Are the coaparisons of the returns that 

13 you're looking at the ones on that bottom line? 

14 MR. PALECKI: Yes , that's correct , 

15 Coamissioner. 

16 CHAIRMAN WILSON: And it's the differenc e 

17 between 7.-- well, wait a minute , 8.49\? Wh ich two 

18 colwans are you coaparing? 

19 

20 

WITNESS O'SHEASY: (Pause) Commiss i oner? 

CHAIRMAN WILSON: Yes. Am I looking at the 

21 wrong thing? 

22 WITNESS O'SHBASY: Not necessarily . It you 

23 would, I would like to look at the present rate 

24 summaries first. 

25 CHAIRMAN WIJ~ON: All right. 
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WITNESS O'SHEASY: Becauae that to me -­

CHAIRMAN WILSON: That's on the tirst page? 

WITNESS O'SHEASY: Yes, sir . It you look at 

colwan --

CHAIRMAN WILSON: The r ate SE, or juat the 

WITNESS O'SHEASY: Just SE. SE is not a 

Coluan 12, Line 33. I believe you will see 

6.92t rate ot return? 

CHAIRMAN WILSON : Right. 

WITNESS O'SHEASY: And if you wil l compare 

12 that to Coluana 7 and 8 on the same line, you'll see 

13 that it falls in between those tvo ratea. In other 

14 worda, the LPT rate of return, LP/LP'f is about 6 . 09 , 

15 PXT ie about 7.44. And that rate tall• aot ~where in 

16 between, and not signif i cantly ditterent !rom the PXT 

17 rate of retu.rn. 

18 And that'• the point I vas trying to make , 

19 t .h.at SE coluan bas at least halt the c ustomers are PXT . 

20 And I honestly believe that it the ir rate ot return was 

21 abnoraally high or abnormal l y l ow, you wouldn't see the 

22 overall coluan'a rate of return as close to the PXT 

23 rate ot return as you see. 

24 CHAIRMAN WILSON: What would this exhibit 

25 that you're asking tor demonstrate? What would it d o 
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1 to these numbers? What would you anticipate it would 

2 do? 

3 MR. PALECKI: Coamissioner, the witness ha s 

~ testified that he c annot testify betore this Comm ission 

5 that there has not been an underrecovery o t cost with 

6 request to the PXT versus the PXT/SE classes . And it 

7 wo uld show, one way or the other, whether there is such 

8 an underrecovery of cost. We can't say now whether 

9 there has been or has not been, and the witness is 

10 unable to testify one way or another to that question . 

11 CHAIRMAN WILSON: (Pause) And what is it 

12 that you want hia to do? 

13 MR. PALECKI: Well, we 've provided a wr itten 

14 guideline. But in a nutshell, we ' ve asked h i a to 

15 provide the 12-CP and Retined Equivalent Peaker Cost of 

16 Service Studies, as was previously requested in 

17 Interrogatories 209 and 212 , exc ept SE is t~ be broken 

18 into two c lasses, SE/PXT and SE/LPT. And that the RS 

19 and GS classes c an be combined into one class . 

20 The reason we ask that is so that he doesn't 

21 have to add an additional colu~ttn. We 've been told that 

22 t he program they have on the coaputer would make it 

2) very difficult to add an additional column of figures. 

24 CHAIRMAN WILSON: And what d o you anticipate 

25 seeing when you get this next cost of service study? 
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HR. PALECKI: I'm not sure if we expect to 

2 see an underrecovery of coats, but we th~nk there is a 

3 likelihood. 

4 We expect to see a lower rate of return for 

5 PXT and SE, or specifically for PS for the SE class, 

6 PXT/SE? 

7 WITNESS O'SHEASY: Could I offer another 

8 thought here? Even it one were to do this, to divide 

9 this rate class into two aubqroups, the LPT/ SEa and the 

10 PXT/SEs, you ce.rtainly will get a rate ot return from 

11 it. And I, !rom my professional opinion, believe it's 

12 not going to diverge draaatically from what you see 

13 from PXT. 

14 But regardless of if it were to, that does 

15 not, in any way, imply that the SE rider is necessar1ly 

16 causing this divergence to occur. Every rate, ~very 

17 customer within a rate class, will contribute a rate of 

18 return more than likely different from that tor the 

19 entire average because you're looking at a rate of 

20 return for all customers within the rate group 

21 together, and some custoaers who have a higher or lower 

22 load factor are naturally going to have a higher or 

23 lower rate of return. 

24 And what you would have to do, I would think, 

25 to really hone in on the true answer, is take these 
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1 customers and find out what kind ot rate of return they 

2 would have it they were not an SE customer. 

3 Then recalculate your study to see what that 

4 rate of return they are incurring as an SE customer . 

5 And then you might be able to capture some information 

6 that would iudicate wha t the SE ia doinq to these 

7 customers, it that's what you're drivinq at. 

8 In other words, al l I'• saying, if these Sf, 

9 these PXT/SE c ustomers, they may have load 

10 characteristics uni que to them that their rate of 

11 return would indeed be higher or lover than the overall 

12 average; but this would not necessarily be due to their 

13 SE charact~cistica, it wou ld be their own innate 

14 supplementary characteristics that could be driving 

15 this. (Pause) 

16 CHAIRMAN WILSON: What kind of a divergencP. 

17 would you have to have? Give me an order of magnitude 

18 where it would aake any difference. I want ~o know i f 

19 we're picking nita here. If this is just a nit , th~n 

20 we need to move on with something else and go on with 

21 the data that we've got. If this is really critical 

22 and something that's real important and we need it and 

23 we've got to have it , then we'll get it . 

24 MR. PALECKI: St~ff has stated that they do 

2 5 not think this is a nit, that it is important. 
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KR. STONE: Coaaissioner, I c an only state --

2 I don't know that there's any evidenc e to suggest that 

3 ":here would be this underrecovery that we ' re t rying t o 

4 track down. And it seeaa to me there needs to be a 

5 qreater showing that there ia an underrecovery before 

6 the Company ia required to undertake this expense. 

7 CHAIRMAN WILSON: What aakes yo u suspec t that 

8 there ia an underrecovery? 

9 KR. PALECKI: Could Staff address that 

10 question? 

11 CHAIRMAN WILSON: Sure. Anybody have any 

12 problem with Staff speaking here now , that it wou l d 

13 disqualify thea from recoaaending later in the 

14 proceeding? Do you have any objection? 

15 

16 

17 

18 

19 

KR. HALE: No. 

MAJ'OR ENDERS: No. 

MR. STONE: We're fine. 

CHAIRMAN WILSON: Go ahead . (Pause ) 

MR. PALECKI: We think we c an bring the 

20 reason t .his is important out in c r oss and maybe a s k t he 

21 Comaission to deter its decision on the late-filed, 

22 unti l some further cross e~amination . 

:? 3 

24 

CHAIRMAN WILSON: All right , let ' s do thl'l t . 

MR. PALECKI: Commi scioners , this will be 

25 through c ross of Kr. Wright , whi c h I don ' t expect we'll 
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1 get to today, but we will make a not3 --

2 CHAIRMAN WILSON: Well , we can get back to it 

3 a day or so, it doesn't aatter . 

4 

5 

MR. PALECJ<I: Mr. 0' Sheasy 

COMMISSIONER EASLEY: tlo ld on just a u:inutf'. 

6 Before y~u aove your aicrophone again , turn the 

7 microphone ott. Secondly, when you do come back to it, 

8 how about alerting ua that that'• what you're do in7? 

9 

10 

MR. PALECKI: Yes. 

COMMISSIONER EASLEY: Thank you . 

11 Q (By Mr . Palecki) Mr. O'Sheasy , does your 

12 deposition Exhibit 10, which is Exhib1t 509 in this 

13 proceeding, provide the component cost by function, 

14 billing determinants and unit coat at present rates of 

1 5 return? (Pause) 

16 

17 

A 

Q 

Yes. It does. 

Was the summary sheet !rom the compliance 

18 cost of service study of your last rate cas<' in this 

19 !oraat used to design your current standby service 

20 rates? 

21 

22 

A 

Q 

Yes. 

How soon after the AgAnda Conference could 

23 you r un the compliance study and provide the study and 

24 this spreadsheet , baaed upon the results of the 

25 compliance study? 
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1 A I don't aean to sound evasive, but it all 

2 depends on what the final stipulations are t o this 

3 hearing. I just can't iaagine what we may be requ i red . 

4 It there aren't extensive revisions to what we ha ve 

5 asked tor, a very short period of time , ~e can turn i t 

6 around in two days. 

7 

8 

9 

Q 

A 

Q 

How long did it take you last time? 

I think it was about two weeks. 

Are the only customer-related costs that have 

10 been assigned or allocated to standby servic e the extra 

11 customer accounting expenses tor determining standby? 

12 A Yea. customer accounting and c ustomer 

1 3 assistance. 

14 Q It the increase to the various demand c l~sse6 

1 5 is different trom that proposed by the Co~pany , 

16 wouldn't the distribution revenue required by class 

17 used in the calculation of the loc al facility's charge 

18 be different? 

19 

20 

A 

Q 

Would you repeat the question, please? 

It the increase to the various demand c lasse s 

21 is ditterent trom that proposed by the Company, 

22 wouldn't the distribution revenue requirement by c lass 

23 used in calculation ot the local fac ilit y's c harge be 

2 4 different? 

25 A Yes. 
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1 0 would this result in a different local 

2 facility'• unit coat by class a t the proposed -- at the 

3 approved rate of return? 

4 

5 

A 

0 

Yea. 

Your response to Interrogatory No . 30 o! the 

6 Staff'• Firat Set, which i• Exhibit 170, atataa, "If 

7 any additional facilities, including aetering, are 

8 required, the additional costs will be paid by the 

9 customer taking service under the rider . " 

10 Has any cost for additional facilities been 

11 collected from SE customers? (Pause) 

12 A I'a really not prepared to answer that 

13 question, and I really think you need to refer that ~o 

14 Mr . Haskins. 

15 0 Okay . Thank you. In MFR Schedule E-Sa , are 

16 the costs for substations transforming power !rom 

1 7 transmission voltage to primary voltage included i n 

18 Line 20 in the deaand distribution unit cost? 

19 

20 

A 

0 

Yes . 

Would the costs for dedicated substations for 

21 SE customers be included in this demand distribut ion 

22 unit cost? 

21 

2 4 

A 

25 questions. 

Yes . 

MR. PALECKI 1~ank you . We have no further 
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COMMISSIONER GUNTER: Commissioners, any 

(No reponae.) 

COMMISSIONER GUNTER: Questions, redirect? 

MR. STONE: Thank you, Commissioners. 

6 REDIRECT EXAMINATION 

7 BY KR. STONE: 

8 0 Mr. O'Sheaay, ia seven months data on a 

9 customer in a class of tour, or on customers in a class 

10 of tour, statistically significant? 

11 A No, it's certainly not. 

12 0 Was the lOt forced outage rate that was 

13 required by the co .. ission to be utilized in the 

14 standby rate order designed to be used until there ~o .:s 

15 sufficiently reliable data could be obtained? 

16 

17 

A 

0 

That is my understanding, yes. 

Do you know when the Company's SS Tariff was 

18 initially approved tor implementation by the Florid~ 

19 Public Service Co .. ission? 

20 A I' a not sure of t .he exact date that it came 

21 into effect. Mr. Haskins, I'm sure, could answer that, 

22 but 1 do know that the earliest records I have -- I 

2'3 k.now of a customer beginning on the SE rate was ar<:'und 

24 Apr i l of 1988. 

25 0 I believe you said, •sE, " did you mean, " SS" 
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1 t<ate? 

2 Excuse me, I did mean ss . 

3 Q That waa April of '88? 

4 That's correct . Do you know when the 

5 earliest generation meter was installed on one ot the 

6 c ustomers i n the SS c lass? 

7 The information I have indicates it was Marc h 

8 the 31st ot 1988 vaa the first meter installed. 

9 Q In the cost-of-service study that you have 

10 performed, ia it based on 1987 load research dat a? 

11 It's baaed on 1990 load researc h proj ec tions , 

12 which uses 1987 aa the seed year, or start i ng point . 

13 ~ - STONE: Thank you . That's all I have on 

14 redirect . (Pause) 

1 5 CHAIRMAN WILSON : I don ' t have a ny ques t ions. 

16 Do we have any e xhibits that need t o be 

17 moved? Certainly have 604 and 60~ . 

18 MR . PALECKI: We wou l d move that they be 

19 

20 

I 
jl admitted into evidence. 

CHAIRMAN WILSON: Without ob j ection , those 

21 jwill be admitted into evidence . 

22 (Exhibit Nos. 604 and 605 rec eived int o 

2 3 evi dence. ) 

2 4 CHAIRMAN WILSON : Are ~ 11 the others 

25 lat e-filed? 
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1 MR. PALECKI: I believe they are , 

2 coaaissioner. 

3 

4 

MR. STONE: I believe that's correct . 

CHA~RMAN WILSON: Thank you very auch . 

5 You're excused. 

6 (WJ.tneas O'Sbeasy excused . ) 

7 - - - -

1897 

8 MR. STONE: co-issioner, the next witness is 

9 J. L. Haskins. (Pause) 

10 JACK L. HASKINS 

11 was called as a witness on bhealf of Gulf Power Company 

12 and , having been previously duly sworn, testified as 

13 follows: 

14 DIRECT EXAMINATION 

15 BY MR. STONE: 

1 6 Q 

17 sworn? 

18 

19 

A 

Q 

Mr. Hask i ns, I ~lieve you've previou~ly been 

That's correct. 

would you state your name and pc.sition with 

20 Gulf Power Company tor the record? 

2 1 A My naae is Jack L. Haskins. I'm employed by 

22 Gulf Powe r Company as the Manager of Rates and 

23 Regulatory Matters and Assista nt Secretary . 

24 Q Are you the saae 3. L. Haskins that has 

25 prefiled direct teatiaony in this docket dated December 

FLORI::>A PUBLIC SERVICE COMM ISS I ON 



1 15, 1989? 

2 

3 

A 

0 

Yes, that's correct. 

Do you have any changes or c orrections to 

4 your prefiled testimony? 

5 A Yes, I have seven changes on various 

6 locations in the direct testimony. The f i rst is on 

7 Page 7 at Line 5, delete the words "the temporary . " 

8 Also on that same page, on the next line, Line 6, 

9 delete the words "pole service.• 

1898 

10 On Page 10, Line 17, insert at the beginn i ng 

11 of Line 17, •tor residential and coii1!Dercial customers." 

12 On the next page, Page 11, on Line 2, change 

13 the word •coDUD'""rcial" to •residential." 

14 And then on the next line, Line 3, change the 

15 word "industrial" to •commercial." 

16 Further down on that same page, Line 23, 

17 delete the words, "actual demand," and this was 1s 

18 going to be a little longer. I'll read it and then 

19 repeat it it necessary, "highest billing demand in the 

20 current and previous 11 aonths.• 

21 COMMISSIONER GUNTER : I got t he first three 

22 words. 

23 

2 4 

25 

WITNESS HASKINS: "Highest billing demand in 

the current and previous 11 months . " 

The last one is on Page 27 , Line 3, c h3nge --

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Page 27, Line 3, change the word "your," y-o-u-r, to 

2 "you," y-o-u. 

3 Q With these corrections, if I were to ask you 

4 the question --

5 COMMISSIONER GUNTER: Time out on just a 

6 minute. On Pa~e 10, go back to your change on Page 10. 

7 WITNESS HP~KINS: Yea. That's Page 10, Line 

8 17, insert at the beginning of that line. 

9 COMMISSIONER GUNTER: Okay. I got you. 

10 WITNESS HASKINS: The words, "for residential 

11 and commercial custoJDers." 

12 COMMISSIONER GUNTER: Y~u said, "beginning," 

13 and I read it At the end, and that wouldn't make any 

14 sense. 

15 

16 

17 Q 

WITNESS HASKINS: No, it wouldn't. 

COMMISSIONER GUNTER: All right . 

(By Mr. Stone) With these corrections, if I 

18 were to ask you the questions contained in your 

19 prefiled direct testimony, would your responses be the 

20 same? 

21 

22 

A Yes, they woul d. 

MR. STONE: I ask that Mr. Haskins' prefiled 

23 direct testimony be inserted i nto the record as though 

24 read . 

25 CHAIRMAN WILSON : Without objection, it wil J 

FLORIDA PUBLIC SERVICE COMMI SS ION 



1900 

1 be so inserted . 

2 KR . STONE: Mr . Haskins' exh i bits have been 

3 previously identified as No . 233 thr ough 2 9 2 , and 

4 they've all be stipulated into the rec ord . 

5 CHAIRMAN WILSON All right . 

6 (Exhibit Nos. 233 through 29 2 previously 

7 stipulated into the record. ) 

8 

9 

10 

11 

1 2 

13 

1 4 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

2 J 

2 4 

25 
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GULF PQWER CQMPhNY 
Before the Plorida Public Service Co mmiss ion 

Direct Testiaony ot 
Jack L. Haekins 

In Support of Rate Relle f 
Docket No . 891345 - EI 

Date of f"ilinq Oeceabec lS, 1989 

6 A. Jack L. Haakina, 500 Baytront Parkway, Post Office Bo x 

7 llSl. Penucola, Plor~da 32501. 

e 

9 o. By whoa are you eaployed and in wbat capacity? 

10 A. I am empl oyed by Gulf Power Coapany aa Direc t or o r 

11 Rates and Requlatory Mat ters and Ass ist ant Se c retary . 

12 

13 o. Please deacribe your educational and protesaional 

14 backqround . 

15 A. I qraduated fro• the University of Plorida in 19S9 

1 6 with a Bachelor of Electrical EnqineerinQ Deqree . 

17 Durinq my employaent wi th Gulf Power. I have completed 

18 various traininq c ouraea includioq the Public Utillty 

19 Manaqement courae conduct8d by the Departaeot o f 

20 Continuin~ Education at the Geocqi a Inatitute of 

21 Technoloqy a nd the Public Utility Econoaic& Coucae at 

22 the University o f Alabaaa . 1 aa a aeaber of the ££I 

23 Rate Research Coaaittee and aa iaaediate pall cha irman 

24 o f the southeaatern Electric Exchanqe Rate Section . 

2S 
wa1 tir1t eaployed by Gulf Power Co mpany as a 
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2 

3 

4 

5 

6 

7 

8 

9 

10 Q. 

11 

12 A. 

13 

1~ 

15 

16 

17 

18 

19 

~0 

21 

22 

23 

24 

2~ 
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Witnets : Jack L. Hatkins 
Paqe 2 

~omme r cial Sales Enqineec in 1959. I wat in this 

posit ion in Pentacola, and late r Panama City. !or 

appc oxiaately teven yeart. have tince held the 

peti tions o! Coaaeccial Sa1et Supervisor. Sales 

Mana qer . and ~naqec of Bates and Load Reteacch . In 

1981, 1 wat proaoted to ay pcetent petition of 

Direc tor of Ratet and Requlatory Mattera wit h the 

dutiet of Attittant Secretary added in 1985 . 

Wha t have your retpontib111t1et been in these 

pot iti~nt? 

To aoae deqree. 1 have been enqaqed in rate work in 

all of thete potitiont . Whi l e in the various sales 

position• . I qained valuable experience with reqard to 

the application of rate achedulet in custoaer bill.nq 

and service tituations . Since 1969, I have been 

di rectl y retpont1b1e for all aattert celatinq to the 

developaent , application. and perforaance of the 

Coapany · a rate tchedulea . includinQ the fue l cost 

recovery , and the adainittration of the Rules and 

Req~lationt and the contracts in the Coapany·s 

Tariff. I aa alto reaponaible for providing techni cal 

staff assiatance to other departaeott reqardinQ cates 

a nd enqineerinQ econoaic analytet . In 1979, I was 

q iven retpontibility for ••naqeaent of rate case 
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fi l inqa and a a aucance of Coapany coapliance wit h the 

Pub l ic ULi lity Requlatocy Poli ci ea Ac t of 1978 . I n my 

pceaent poaition aa Director of Rate• and Requla to cy 

~tteca, I aa alto ceaponaible foe c oordinat ion of a ll 

filinqa and other coaaunicationa with thia Coaaiaa ion 

and the Federal !nerqy Requlatocy Coaaiaaion . 

Have you teatified before tbe Florida Publi~ Servi c e 

Coaaiaaion in tbe pa1t? 

Yea , I have te•tified before the coaaiaa ion on beha l f 

of Gu l f Power Coapany in aix cet& i l revenue 

requireaentl rate caaea aince 1973, aa we ll • • the 

previoua qeneric rate deaiqn hearinqa hel J in Dor ket 

No. 73694 ; PURPA- related hearinqa i n Docke t No . 

79057 1- -Declininq Block Ratea, Docke t No . 

800 110-- Lifeline Ratea . Docke t No . 780793 -- S•a • ona l 

Ra t ea . and Docket Noa . 780235 . 810296 , ann 

830377 - -Coge necation: tbe fuel coat recovery bearinq• 

in Docket No. 880001 and all ita predeceaaoca ; Doc ke c 

No. 8S0673 --Standby Ratea ; Docket No . 

8810SS - E1 --Non-Fira Sta ndby Rate•: and in other 

docket• related to contract• and apecifi c ra t e 

achedulea . 

I have alto filed teatiaony before the Federa l 

Enerqy Bequlatory Coaa1a1ion 1n Docket• E77- S3l. 
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ER8 0-5 34 , and !R82- 689. These were •pplicat io ns for 

rate incr~ases which were settled prior to hear i nq s. 

and I was a primary parti c ipant in neqotiations 

leadihQ to the settleaent . 

Mhat 11 the purpo•• of your te1tiaony in thit 

proceedinq? 

The purpoae of •Y testiaony 11 to pctltnt and expla ! n 

the derivation of the Coapany · s proposed rat e 

schedule• and other Tariff revis ion• des iqne d to 

produce tbe requested annual revenuw increaae of 

126,275,000 . 1 will not be explaininq the ent ire 

Tariff which has previously been appr oved by this 

Commission . 1 will qenerally addres s only the c hanqes 

which we are propo1in9 in the exi1tin~ Tariff . Onr 

proposal to chanqe only certain portions of the Tariff 

does not create an obliqati on to exaaine and 

re-juatify other previously approved porti ons unless 

plac ed at i11ue throuqh the teatiaony of other 

witne11es. 

Have you prepared an ezbibit that contain• inforaatioo 

to which you will refer in your teat i aooy? 
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Pa qe S 

1 A. Yes . 

3 

6 

Counsel : We ask that Mr . Haskina • ~xhibit. 

coapcised of eiqht Schedules . be 

a.cked foe identifica tion as 
t9~ ~o 

~xhibit~ ___ (JLH- 1 ). 

7 o. Ace you the sponsor of certain Min1aua Yilinq 

8 Requiceaents (MPis)? 

9 A. Yes, these ace listed on Schedule 8 at the end of my 

10 

11 

12 

13 o. 
14 

1S A. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

exhibit . To t he best of ay knowledqe . the i nf or ma tion 

in all o f the l isted MFRs is true and correc t . 

Io des1qninq tbe propos ed cates, vhat basic cateaakio9 

philosophies or approaches vere folloved? 

The proposed cates confoc• to sound and qenecally 

accepted principles of rate desiqn . Mr. O'Sheasy·s 

cost -of - service study shovn in Schedu l e 8 of h i s 

exhibit serves as tbe basis foe d~s iqninq the 

structure and pcicinq of the proposed cates . In 

ad~ition to cost - of - service. ve bave also considered 

the fairness of tbe proposed revenue allocation aaon9 

custoaec classes and aaonq custoaecs within classes ; 

transition fro• previous rates : siaplicity of desiqn. 

application , and adaini s tration: cus t oaer 
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1 over~ l l effects t ov~rd pr oao t ion ot consecv~ tio n . 

2 

3 o. Mr . Ha1kin1, vbat vas tbe balic pbilolophy or ~pproac h 

4 tbat vas u1ed to allocate tbe total requested revenue 

5 increa1e aaonv tbe variou• rate cl•••••? 

6 A. Mr . O'Sheaey •e coet-ot - eervice study t o r present ra t e ~ 

7 serves ~s the star t inq point for alloca t inq t he 

8 incctllt aaon9 tht cl••••• · Ae •tated by 

9 Mr . O'Sbeaay . this study vas prepared us i nQ . i n 

10 detail , the aetbodoloqy approved by the Coaaiss ion i~ 

l l Gulf ' s l ast coapleted rate case . Froa t h~ t s t act i nq 

12 point. I have 1pread tbe 12 ~ .295,000 propo•ed revenue 

13 incceaae in a aanner that cauae1 the rate ot ret urn 

14 t o r each clae• to aove clo1er to the reta il system 

15 avecaqe rate of return at the proposod revenud l evel. 

16 The exception i1 the revenue fcoa t he ss c l aa &. whi c h 

17 resulted tcoa the use of rate deeiqn vcocedures 

18 specified in Order Mo. 17159 in tbe Standby Ra te 

19 doc ket . 

20 The aaount of increa•• allocated to each r~t e 

21 c la•• ie ebovn in Scbedule 1 of ay exhibit . The 

22 OS-III rate lcbedule received a dec teale in order to 

23 aove the revenue cloeer to parity, but a t the same 

24 tiae liaitinq tbe deer•••• in OS- III t o lese tha n 1 . ~ 
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quid e line ). As shown on ay Schedule l . even thouqh 

the total GS / GST rate cla11 did not receive an 

increate or decreaae, the GS rate achedul~ received a 

decrease to offaet the inereaae in t~e ~••••rery 

service pele •••uiee charqe revenues wh ich is inc l uded 

in this clast . Schedule 2 presents the rate of ret u rn 

and relative index for each rate class at present and 

propose~ revenue levels . Thi1 allocation o! t he 

i ncreas e qivea proper recoqnition to the iapa c t the 

increaaea will have on each clast, co .. iss ion 

preceden ~. previou1 rate case tceatDent of the var io us 

classes, as well as t o Me . O'Sheaay · s coat -o f - servi ce 

study . 

Please explain t he proposed rate achedulea included as 

Schedule J and any difference• fro• the pre1ent rate 

schedules, beqinninq vith the cuatoaer charqea . 

The first inforaation considered in the pr oce11 of 

aak i nq a decision on the pro per price to pr opose f o r 

custoaer charqea f or the Residential Service (B6) and 

General Service (OS ) classes waa the cuatoaer 

fa c ilities unit coats of t9 . 71 for RateRS and tl9 .0l 

for Rate 05 . These costa were developed fr oa t he 

coat-of-service study by Mr . O' Sheaay uainq t he 
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1 methodoloqy specified by the co .. isaion in Gulf ' s l as t 

2 completed rate caae. They ace abown in Me . O'Sheasy •s 

3 Schedule 8 . Tbe cuatoaec chaco•• in Rat~• RS and c s 

4 have been incceaaed fcoa $6 . 25 and $7 . 00 t o 18 .00 and 

s $10.00 , ceapectively. Theee chaco•• ace aoce tul ly 

6 coapeneatory and . therefore. ace a atep in t he 

7 direction of catee which better track coats . The 

8 propoeed pric es for tht BS and GS cuetoaec c ha cqes ac~ 

9 fully «upported by Mr . O'Sheaay • a cost - of - serv ice 

10 study . 

ll In our 1aet coapleted rate case. Docket No. 

12 840086- !I, we aeked for the as custoaer charoe to be 

13 inc reaaed ~o 18 .00 and t he GS cuatoaec charoe to be 

14 i nc reased ~o $10 . 00. That cequeat was den i ed . ~~ 

15 aoa i n ucqe the Coaaiaai ~n to approve an increase in 

16 these rate coapooenta . At t he tiae of this t ilino. 

17 the GS cuatoaer cbaroe baa been fr ozen f oe alaost 

18 aeven yeara . 

19 We are not aakino f or cuatoaer c hacoea t o e RS an~ 

20 OS cuatoaeca tbat would ful l y recover the coat a o t 

21 $9 .71 and $19 .01 , reapec tively, because this wou ld 

22 r eftult in a fairly larqe i ncreaae in tbeae 

2 3 coaponents . However, tbe lnc ceaae in the GS cust oaec 

24 cbarqe needs to be aubatantlal becauae of the lenoth 

25 of tiae the pceetnt cuetoaec cbarqe hat been fr ozen 
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1 and the ~ide q1p btt~etn tht preaent coat and pr ice . 

2 The need to aake the reaidential cuatomer charqe 

3 more fully coapenaatory ia aaqnified by t he continued 

4 proliferati~n of aeaaonal reaidential un i ta in our 

5 aervice territory in recent yeara . ~ocated priaari ly 

6 in tbe beacb areal, theee eecond hoaee . townhouaea . 

7 and condominiuae ace often occupied on a eeaaonal 

B baaia . Coneuaption ducinq the off-aeaaon aay be 

9 extceaely lo~ . even zero . AI evidenced by the bill 

10 frequency ehown on Schedule 4, the averaqe number o f 

11 zero ueaqe bill• ie 24 . 0 percent hiqhec dur i nQ the 

12 ei9ht off-••••ona aonthe of Octo ber throuqh May tha n 

13 durinq the euaaer aonths of June throuqh Septeaber . 

14 At the 100 kilowatt hour• uaaqe level. which ia less 

15 than 10 percent of the averaqe aonthly c aaidential 

16 uaaqe , this interval of uaaqe i e 83 pe rcent hiqher 

17 durinq the off-aeaaon aontha of Oc tober t~rouqh May . 

18 To the extent that the cuatoaer-celated coata are no t 

19 recovered throuqh a cuatoaer charqe. even tbouqh t hey 

20 aay be included in tbe enerqy-deaand chacqe , the 

21 company doee not recover ita coat• froa theae 

22 cuatoaera . Tbe reaaininq cuatoaeca , who uae the 

23 Coapany •e facilitiea aoce effi ~ iently, auat pay hiqher 

24 catea to aake up the difference . For theae cuatoaers . 

25 
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1 the effect of the hiqber custoaer charqe ia aitiqated 

2 by lower enerqy prieta. 

3 Shown below are the custoaer unit costa and 

4 accoapanyinq propoaed cuatoaer cbarqea for our larc;~er. 

5 deaand-aetered cuatoaera• acbedu1ea : 

6 

7 Rttt Scbt4Ylt 
General Servict-Dtaand (GSD) 

8 
Ltrqe Power Service CLP) 

9 
Larqe Hiqh Lotd 

10 ~actor Power Service (PI) 

Cuatoaer 
Unit Colt 

142 . 02 

1461.77 

Sl . 099 . 99 

Proposed 
Customer 

Ch&rge 
u o. oo 

S2lO.OO 

ssso.oo 

11 The pcopoaed cuatoaer cbarqe foe the GSD rate has been 

12 att clo•- to ita unit coet . The LP and PX proposed 

ll cuatoaer chtrqea htve been aet at approxiaately half 

1 4 of the~c reapective unit coat• to prevent too larqe an 

15 increaee to that particular bi11inq deterainant 8t one 

16 ti ae . Tbe larqe , incroaee in the cu&toaer un it cost ~ 

f.,- C'~~".). ~ u-.-.~ (,.00~~~ 
17 ~ ia a reau1t of 1 decision by tbe Coaaiaaion on 

18 ~y 2 . 1919 , that coat• aaaociated with enerqy 

19 education ahould be reaoved froa the Enerqy 

20 Conaervation Coat Recovery (ECCR) c1auae and recove red 

21 throuqb the Coapany•a base rate• aa cuatoaer aervi ~e 

22 expenata . When tbeae coat• were in ECCB . they were 

23 allocated to the rate claaaea baoed on enerqy used by 

24 each claaa; however. since tbeae coata are now 

2~ conaidered c uatoaer Service• and lnfor .. t1oo wxpensea. 
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the coata are directly aasioned to revenue c la1sea in 
rc.~ · ~w..>. 

the saae aanner a• budoeted . Within t he co .. ereiel 

'-""" ... "'_,. 
and ~uattlll revenue c lasses . they ar e t hen 

a llocated to rate lchedule on the ba ai £ o t nuaber ot 

cu1toaer1. 

The cu1toaer ch&roes for tbe t i ae - ot -uae <TOU) 

rates are set equal to tbeir ltandard rate 

counterpart •• custoaer cbaroe tor ratea PXT and LPT. 

a nd plut the appropr iate additional TOU mete rinq cost 

t oe the Rs . as . and GSD ratea . 

You aentio~ · d that certa in cuatoaer facilitiea unit 

costa were considered in arrivino at tbe custoaer 

cbaroe• tor tbe as and GS rates. Hov are custoaer 

facilities coat• recovered in tbe other rate 

acbedulea? 

The l ocal fa c ilitiea unit coat f o r t he deaand rates 

ahould be recovered tbrouoh the deaand charqe of the 

rate . To aa1ure coap l ete recovery of all l oca l 

fa ci l i ties coats, ve vill require all cuatoaers wi th a 

deaand over 500 kv CLP / LPT or PX/ PlT ra t es ) to execute 

a Standard Fora ot Contract for Elec tric Power . When 
"'1'-tl ~lf J.~ i,.. 1J.t ~ ~ ~4 II --.~ 

the custoaer •a ••t•el'•e•end does not reich at l eas t 

80 percent ot the Capacity Required t o be MA inta i ned 

(CRM) specified in the Cont rac t . the cuatoaer 
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1 will be required to pay a Local Facilities Charqe a s 

2 shown on Rate Schedule ss under Deaand Charqes ( b) and 

3 

4 

s 

6 

7 

8 

9 

1 0 

l 1 

12 o. 
1 l A. 

1 4 

lS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(c) (Sheet 6.31 ) , on tbe additional capacity Ckw ) that 

would be needed to reach 80 percent of the CRM, in 

addition to wbat ia billed under the Deaand Charqe of 

the rate applied to the actual aetered deaand . The 

Capacity Required to be ~intained will be •ub}ec t to 

aututl aqraeaent betwe•n tbe Cuttoaer and the coapan y 

and will be 1tated in eacb cu1toaer•• Contract t oe 

Electric Power . 

Nbat 1t aeau' by a Local Pacil1t1ea Cbarqe? 

A Local Pacilitiel Cbarqe 1• used to recover loca li zed 

inveataent. Localized inve•taent. a• the na~e 

i ndicate• . il tbat averaqe inve1taent in the vicin i~y 

of the averaqe cu1toaer that 11 required t o provide 

1ervice only to that cu1toaer . Specifically , the1e 

Local Pacilitiet CbarQe• are de1iqned to recover 

diltribution deaand coat•. vb1ch include 1peci!i c 

diltribution aub1tation coat•. averaqe co .. on 

IUbltatioo co1t1, and averaqe co .. oo diltribut ion line 

co1t1 exclu1ive of all non- •peciflc ••rvicea and 

aeter1 . No production or tran•a1al1on co1t1 are 

included. The developaent of tb••• cbarqe• 1• shown 

in Schedule 5 of ay ezb1b1t and 1• ba1ed on 
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distti bution deaand revenue cequiceaentl devel oped in 

the coet - of-eecvice etudy prepared by Me . O' Sheaay . 

We used 100 percent catcheted kw in the devel opaent o f 

the Local Facilitiee chacqe foe the GSD/ GSOT, LP/LPT 

and PX/ PXT cato cla•••• · They were dev~loped ueinQ 

these procedure• apecified in Standby Rate Order 

No . 17159 and are alao included on the Standby Secvic• 

and Interruptible Standby Service Tariff• wh ich wi ll 

be addreeeed later in ay teatiaony . 

Pleaee deec ribe tbe derivation of tbe enecqy charqee 

in your propoaed atandard rate•. beQinnioq with ra t•• 

as and as . 

roc Reeidential Service (late RS ). only the aaqn itud• 

of the enacqy charqe naa cbanqed fcoa the pceeent 

c hacqe. Tbe propoeed enerqy charQel , alonq with the 

proposed cuetoaec chacqe incceaee of 11 . 75. pr ov i de 

the proposed RS claaa increaae . 

Gulf hal offered aeaaonal RS and OS rate• since 

1962. and our propoaed rat•• continue thie 

diffec<tntial. Schedule 6 of a~y exhibit ebove thAt the 

aonthly peaka foe tbe year• 1917 and 1918 that were 

above the ceapective winter peak• of 1360 aw and 

1402 av occurred durinq the euaaer aonthe ot June. July . 

AUQUit , and Septeabec . Tbia conficae the need t o ~ l• o 
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increase the kwh pr i ce differential between t he 

June-Septeaber peak season and the Oct ober - May 

non - peak ••••on t o a aore aeaninqful level in Rate 

GS. The p~eaent auaaer/winter enerqy price ratio is 

only 1.03 to 1 . 00 , wbereas our proposed differential 

increases the ratio to 1.18 to 1. 00 . Thia wil aake 

the GS ••••onal differential the aaae as as. 1.1 8 to 

1.00. Tbe widenlnq ot the ••••onal differential i n 

the enerqy charqe is offset by the increaaed cuet omer 

charqe and increase in aervice charqea, urinq i nq about 

an ad}uated 0.3 percent deer•••• t o cuatoaera on th i s 

rate . 1 w~ : l addre•• the increa•e in service charqes 

later in ay te•tiaony . 

The enerqy cbarqea found in our pr opoaecl deaand 

rates GSD . LP, and PX are eea i qned to produce t he 

pr oper revenues when coablned with the other 

coaponenta in their re•pective rates . 

How did you deteralne tbe deaand charqea wbicb you 

bave inclu~ed in proposed Rates QSD, LP. and PX? 

As with the cuatoaer charqee. the first conaideration 

was tbe deaand coat coaponent identified in 

Mr . O' Sbeaay •s cost-of-service study . 

Another consideration was tb• trana it i on fr o• 

previous ratea. Tbe Coaa1aa1on·a previoualy atated 
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1 ouideline . which auooeata liaitino the aaqn i tude of 

2 any propoaed rate coaponent to l . S tiaea i t a 

3 predeceaaor, hal been followed . Th i1 avo1d1 excessive 

4 • rate ahoc«• of any one coaponent of the rate 

~ atructure in any one rate redeal9n. Greater c hanqes 

6 in individual rate coaponentl could reault in aevere 

7 difference• in the iapact new ra~e• would have on 

8 cuatoaera at different load factor• within a rat -

9 cla11. Thua, conaideration was •lao oiven to the load 

10 characteriatica of the cuatoaera who aake up the GSD 

11 and LP cla••••· 

12 Select1on of propoaed deaand charo•• for rates 

13 GSD and LP val done with a conacioua effort to correc~ 

14 a •celationahip• pcoblea between the pceaent GSD and 

l~ LP catea . Baaed purely on rate econoaica, every one 

16 of our pceaent rate LP cuatoaerl would prefer rate 

17 GSD. This problea 11 the reault of a deciaion in 

18 pcevloua rate caGea. Tbe deaand cbarqea for thoae two 

19 r ate• were aet equal. S6.2S per kv per aontn . The 

20 ceault waa an ener9y cbaro• for the LP rate that waa 

21 laroer than the GSD ener9y e barqe . 

22 The propoaed deaand cbaroe• and the aaaociated 

23 deaand unit co1t1 (froa Schedule 8, Exhibit ~0- 1) 

24 are ahown below : 

25 
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3 LP 18.52/ ICW 

4 PX 18 .25/JCM 
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Cbuqt DtlfOd Unit Coat 

1 7.54 / 101 

19 .11/101 

18 . 95 / 101 

cbarqt cloaer to unit 

6 coat and tbt GSD deaanJ charqt ftrtbtr froa unit coat. 

7 it it a attp in tbt rlqbt direction tovard corr~ctinq 

8 tht "rtlationlhip- problta betvten rattl GSD and LP . 

9 It it nov poaaible to achieve a brtaktvtn point 

10 betvetn a 60 to 70 percent Load Factor at levela of 

11 500 KW and qrtattc . Tbia cbanqt in the dtaand chacqes 

12 vaa not aad - juat to create a breakeven point between 

13 the ratta . When you ~ve a very diver•• claaa. auch 

14 aa GSD/GSDT. ttttinq tbe deund cbarqe at unit coat 

15 will rtault in over collectinq froa tbe lov loa~ 

16 !actor cuatoaera and under collectinq fcoa the hiqher 

17 load factor cuatoaera. The propoaed CSD dtaand charqe 

18 vaa deaiqntd to rtcoqnize tbia vide variance i n 

19 diveraity factor• for tbttt cuatoatra. Even thouqb 

20 tht load factor• for tbe GSD/GSDT and LP/LPT claaaes 

21 art very cloat (54.3 parcent veraua 56.3 percent). tne 

2~ divtraity factor, or tbt ratio of b111 1nq kv to 

23 coincident peak kv, it conaiderably different (1.98 

24 for GSD/GSDT veraut 1.36 for LP/LPT .) Tht analyaia on 

25 Schedule 7 abova the qreater divertity of GSD 
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3 301 - 600 hours uae ranqe. 75 percent of the LP /LPT 

6 It i1 an accepted principle that, aa loaJ factor 

7 iaprove•. the diver•ity factor qoe• down 1nd t here ia 

8 an increaae in the cuatoaer•a deaand reapona1b111ty at 

9 the time of the •Y•tea peak . Thu• the coincident peak 

10 kw (CPKW) u1ed to a11i9n deaand co•t• to the c laaa 

11 aove1 clo1er to the non-coincident peak kw 1nd billinq 

12 kw of the cla••· It would be ceaeonable then to set a 

13 deaand charqe clo1ec to unit colt if the claaa i s not 

1• very diverse and the aa)ority of the cuatoaec• have 

1S similar load factoce, a1 i• the caee with rate PX . 

16 becau1e the CPKW u1ed to detecaine the unit colt would 

17 clolely aatch the kw used foe billinq pucpo1es. 

18 However. the rever•• is noraally true foe low load 

19 factor rate cla11e1 thAt are divecee . ~oc these 

20 cu•toaere. the deaand responaibility at tbe tiae ot the 

21 eyete• peak i• •pread over aore billinq kw re•ult inq in 

22 a lo~er deaand unit charqe. 

23 The point 1a tbat in any rate tbece are always 

24 inequitie• for certain custoaec5 . Tbe only ~•Y to 

25 avoid thie would be to deeiqn rate• toe individual 
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customer s baaed on their individual coa t of serv i c e . 

However. this is iaposaible . Thus, t he purpose of 

rate desiqn is to keep these inequities aa few as 

possib l e . The GSD rate deaiqn i• aiaed a t reducinq 

these inequ i ties . 

Mr . HAskin•, ~t approach did you us e to desiqn you r 

tiae- ot - uae rates? 

The tiae-of-use (TOU) cates include rate schedul e s 

RST. OST, GSDT , LPT. and PIT. lach TOU rate i a 

desiqned to be revenue neutral wi th its s tandard ra te 

counterpart . This aeans that the TOU ra t es wer e 

des i qned to recover the total pro posed reve nue 

cequ i reaen t aaauainq all cuatoaers were on t~e TOU 

rate in lieu of the standard rate. 

Mr . Haskins, what aetbodoloqy wa• used to alloca t e 

revenues bet ween on- peak and off - peak periods t oe you r 

TOU rates ? 

The Load Fac tor Methodoloqy wa s used . It is the saae 

aethodoloqy as baa been approved for use in our l ast 

three coapleted rate cases . 

Why do you use tbis Load Factor Metbodo1oqy? 

Fi est , the results obta i ned pr ovide a reasona ble 
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aethodoloqy hal been uaed for all of Oulf'a approved 

TOU rate1 . Alao. tbe uae of the lover of claaa o r 

ayatem loao factor• to allocate revenue• be t ween the 

on-peak and off - peak period• provide• a aubatantial 

differential between the on-peak and off - peak prices 

a1 an incentive for cuatoaerl t o ainiaize on-peak 

load, re1ultinq in iaproved load fact or . 

Mr . Ha1kin1, explain bow deaand cbarqea are derived by 

uainq tbe Load Factor Methodology . 

Firat . the ~uatoaer charqe revenue i1 calculated. Aa 

previoualy atated, the1e cbarqea were aelected baaed 

on the unit co1t1 froa tbe Coat - of-Service Study . 

Next, a total deaand charqe va1 aelecte~ baaed o~ the 

criteria aentioned previoualy for each deaand rate 

claaa. This charqe 11 applied to the aaxiaua billinq 

kv for the cl••• to obtain a deaand revenue 

requireaent for tbe cla1a . The deaand revenue 

requireaant i1 tben split between on- peak deaand and 

aaxiaua deaand coaponents uaioq tbe lover or claaa or 

ay1tea load factor•. 

For exaaple. asauae tbe deaand revenue 

requireaent vaa t27,000,000, the ayatea load factor 

vaa 48 percent. tbe claaa load factor va1 55 percent, 
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the total aaxiaua kw waa 6 , 000 , 000 , and the t o ta l 

o n - peak kw was 5 , 600 , 000. The aax and on-peak kw 

charqea would be calculated •• shown bel ow: 

~27.000.000 { . 48 ) 
6 , 000,000 

127.000 .000 {1 . 00 - 0.48) 
5,600 . 000 

12 . 16 / Max KW 

12 . 5 1/0n - Peak KW 

Below are t he deaand charqes that were devel o peJ : 

~·t• ~~htdy l t• 

GSDT 

LPT 

PXT 

MX~ 

.2 . 17 

14 . 15 

11 . 97 

I4 . S2 

14 .3 2 

Please explain bow the Load Factor Metbodoloqy was 

uaed to derive tbe TOU enerqy cbarvea . 

The reaaininq reve nue requireaent f o r the c las s. af t er 

deduct inq c uatoaer cbarqe and deaand charqe revenues . 

l ess any voltave and tranafocaer ownersh i p d i scounts. 

becoaea the enerqy cbacqe revenue . Th i s revenue is 

then sp l it betwee n on-peak and off - pea k enecqy cha rqes 

~s i nq the lower of cla•s or ayatea load fa c t o r f o r t he 

GSD/ GSDT class . Po e the LP/ LPT ra t e a ainiaua 

o ff - peak enerqy charqe of 10.00300/ kwh was selected t o 

assure recovery of all non - fuel enerqy coste, and f o r 

the PXT rate an o ff-peak enerqy charqe o f 10 .00260 per 

kwh w11 aelected Cor the aaae ceaaon . Tbr ouqh the 
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i terat i on proceaa . the ott - peak enerqy c harqe t or rate 

PXT waa refined to S0.00262 . The reaaininq revenue 

tor LPT and PXT waa uaed t o devel op the on - pea k 

k i lowatt hour charqe . 

Mr . Haakina. explain bov tbe propoaed Standby Servi ce 

late vaa deaiqned? 

All rate coaponenta vere updated baaed on the 

Coat - of - Service Study in thia tilinq and in coa pll ance 

with Standby Rate order l7lS9 . Doc ket No . 850673 . 

iaaued February 2. 1987 . The noraal cuatoaer c harqe 

reaaina at S2S . OO per bill . The Local Facilit ies 

Charqe waa calculated tor each deaand ra t e c laa s ba s ed 

on the diatribution deaand revenue for that c l a • s ! rom 

witneaa O'Sheaay •a Schedule 8 uainq 100 percen t 

ratcheted k11owatta. •oain tor each deaa nd rate 

c l aaa . The calculation of thoae charqea i s s hown on 

ay Schedule s . The leaervation Charqe and Daily 

Deaand Charqee vere both developed u•inq the eya t ea 

unit coet per coincident peak kw (CPKW ) tor deaa nd 

related production and tranaaiaeion function s. 

Finally, the non- fuel enerqy charqe waa aet eq ua l t o 

tbe eyatea enerqy unit coet . 

Tbe reeultinq 1nc reaee in the Standby Se rvice 

rate claaa ia aore th•n 150 percen t of the tota l 
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ayatea peccent&Qe increase . However . Standby Rate 

Order 17159 ia very specific about the deaiQn of eac h 

rate coaponent of the Standby Service Rate. we wa te 

obliq•ted to coaply vitb tbla order . 

HAs tbe Interruptible Standby Service Tariff been 

updated baaed on vito••• O' &beaay •a Coat-of-Service 

Study? 

Yea . In addition, aoae of the lanquaqe i n th i s tar i ff 

hal alao been ceviaed to aoce cloaely aatch the 

proposed Standby Serv ice Tariff. where applicable . 

Do you propoae cban;e• to any of tbe aervice cbacqe~? 

Yea . Baaed on our coat atudy shovn in MFN ~- 10. we 

propose to cbanqe tbe ainiaua inveatiqation fee fr om 

130. 00 tO SSS .00, baaed on the CUCCent COlt of 155 .02; 

the teaporacy aecvice pole chacqe froa 148 .00 to 

160 .00, baaed on tbe current cost ot SS8 . 67; and the 

initial service chacqe fcoa S16 .00 to S20 .00 . based on 

tbe current cost of 119 .79 . 

Hov vera tbe propoaed prices foe outdoor service under 

rate Schedule 08 deteraioed? 

Revenue requiceaenta to produce tbe proposed rate of 

return for tach c1a11 of outdoor service were supplied 
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by Mr . O' Sheaay . The propoaed inc reaae t or St ree t a nd 

(OS- 11) waa deaigned to bring that c laaa t o our 

overAll return of 8 . 34 percent . while the Outdoo r 

Service (OS - 111 ) return vaa lowered to 16 . 9 7 percen t . 

Thia rate of return produced a 4 . 9 percent revenue 

increaae for OS - I and 05- 11 and a l S. S pe rcent revenue 

decttate for OS - III in the teet year . The OS - 111 

reduction vaa l iaited by the lSO percent c r i ter 1a as 

a e nt1oned earlier . 

The aethodoloqy approved in Gulf ' a 1aat coap l e t ed 

rate c•• ~ vaa uaed to deteraine the fixture . 

maintenance. and enerQy unit coata f or each li qht i nq 

f i x t ure in the OS - I and OS-11 c laaa . The un it cos ts 

ao determined vere uaed aa the priaary baaia f o r each 

proposed fixture price . The resulting price• . or 

rateE. were applied to the budgeted billinQ 

determina nts to produce the required revenue . The 

price f o r 05-111 VII derived by dividing the pr oposed 

revenue ~Y the billinQ deterainanta f o r 05- 111 . 

Have you proposed any chaaqea to tbe typea of ligbtinQ 

fixture s to be offered under Rate Bcbedule 08? 

Yea. Gulf ia offering tvo new directi ona l stree t 

l i ghting fixtures for ita Street L1qbt1nq cuat oae ro 
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and one new decorative liqhtinq fixture for ita 

General Area Liqhtioq cuatoaera . Theae liqhts ace 

deaiqned for specific applications and ~rovide aoce 

options to aeet our cuatoaera • llqhtino needs . 

One of the nev directional street liqhtioq fixtures ia 

identified a1 a coastal fixture . Please explain the 

difftrtnct bttvttD tbt ntv Coaetal Dlcectional service 

and the Standard Directional Service. 

Coastal Directional Service ia available for 

installation vithin one half aile of the Gu l f of 

Mex i co . The directional fixture ia aounted c l oae to 

the pole and ia desiqned to vitbatand the coab i nat ion 

of wind and corrosion tbat cause• early failure in 

c~nventional streetlight installations . our 

exper i ence vith conventional streetlights in a system 

of 53 liqhta vith 16-foot araa vaa an averaoe o! 

f i fteen failures per year . ~or tbe paat five years . 

Gulf Power has conducted a teat lnatal!at1on of the 

directional fixtures in thia coaatal area ayatce . 

This test recorded no failures aaonq the 53 

d i rectional liqbtl due t o corrosion and vind . 

Standard Directional Service vill be available i n 

a l l other areaa . Tbia directional aervice uaea the 

•••• fixture 11 ia used in Coastal Directional Service 
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l and provides excellent roadway liQhtinq in locations 

2 where a conventional fixture witb a very lonq arm 

3 would be otherwise required . However . the price ia 

4 su bstantially hiqbec tor Standard Directional Service 

S away fro• coastal areas because there are no 

6 offsettinq savinqs fro• reduced da•aqe due to wind and 

7 corrosion . 

8 

9 o. Have you proposed aoy cbaoqes lo tbe OS - III cate7 

10 A. Yea . We propose to aove all custo•er - ownec atceet 

11 llqhtinq and outdoor llqhtinq to the appropriate OS-I 

12 or OS- II section of the tariff . Me also propoae t o 

13 •ove the outdoor advectislnq custo••c• teo• OS-III to 

14 OS-1I. This will qet all niqht - tl•e only serv ice on 

1S the appropriate OS- 1 or OS - II section and a ll 24 hou r 

16 service on OS-III. We also proposed to •ove all 

17 recreational liqhtinq fro• OS - III to a new OS -I V rate 

18 section in order to recoqoize tbe tact t~at 

1 9 recreational liqbtioq is only used durinq porti on• of 

20 niqht - ti•e houri. 

21 

22 o. What type eu1to•er does OS- IV apply to? 

23 A. Thia aeetion is for recreational liqhtinq auch aa 

24 baaeball parka. football and s occer fielda. and tennia 

2S courta . Tbeae cuato••r• will be billed t o r t heir 
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•ctua l kwh usaqe a nd a c ua toaer c harqe . The cuatoaer 

c haroe t or OS- IV waa aet t he aaae a a the propoaed GS 

rate cuatomer charqe because it wil l require t he a&ae 

t ype aeter and billinq . 

Mr . Haak1n•. can you explain the derivation and 

purpoae of the correction factor• uaed in MFR Scbedul ~ 

!-l6c? 

The correcti on !ac tor i a the ratio ot for ecast re venue 

under pceaent baae cates to preaent baae ra t e r evenues 

cal culated foe rate dealqn pucpoeea . Thid fa cto r is 

then uar1 to ad )ust the propoaed rate dea i qn reve nue 

calcu l a~ ions in order t o aatch the propoaed revenue 

taroet . Correc t ion factor& are required . bec ause 

bi l lino deterainant tor ucaats t o r a oa t r a t e c laa ses 

ace prepared at tne aqqreqate level . Only industr i a l 

hand bi ll e~ c uatoaera are forecaet on an ind i v i dua l 

baa i s . Fo r rate deaiqn purpoaea , however , al l 

fore caat i no is done on an individual cuatoaer baais . 

Histor ica l bil lino recorda for indivi dua l cuatoaer a 

are expanded uaino an alqorlthll vbich utchea the 

aqqreqate forecaat of nuaber of b illa and kilowatt 

hour aa l ea . 
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Mr . Haekine . earlier in your teetiaony, you indicat~d 

tbat aaonq your reeponeibilitiee ie tbe aanaveaent of 

rate caee filinqe. Doet tbie aean that you~are the 

individual vitb the overall reeponeibility for 

coordination and preeentation of tbie caee? 

Yee. it does . It 11 a reeponeibility which neit her I 

nor any of thoee who vork with ae have taken liQhtly. 

This has been a tea• effort by eaployees representinQ 

aany different departaente at Gulf Power . These 

individual•. 11 well as the other eaployeee of Gulf 

Power. believe thil filinq and the requested rate 

relief are neceesary if we a re to continue to pr ovi de 

the hietorically hiqh QUality of service of which we 

are a ll juetifiably proud . Me do not en)oy filino 

rate cases. Me have d i liqently worked to avoid havino 

to file . Nevertheleee. as Me. McCrary and the ot hers 

have eaphaeized. ve have reached the point wber~ 

capacity additions and increaees in operatinq and 

aa i ntenance expenees aake tbia filinq neceseary . Even 

vitb the requested incceas• . our overall rate• reaain 

aaono the loweet in the nation . I believe that the 

case whi ch ve have presented very ably )uetifiea the 

need f oe tbe requeated rate relief . We apprec i ate the 

coaaieeion•e conaidecation of tbie aatter . 

Ooes this conclude your testimony? 

Yes. 
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(By Mr. Stone) Mr. Haskins , would yo u please 

2 summarize your testia~ny? 

3 A Yes, I would like to. 

4 Froa the viewpoint of the custo111er, the 

5 design of rates aay be the aost iaportant aspect o f a 

6 rate case. The decisions aade by this Commission after 

1 hearing the reco ... ndations of its Staff will have an 

8 effec t on patterns of energy usage and the elec t ric 

9 bills of almost 300,000 customers in our servic e area 

10 during the next several years. 

11 The purpose of ay testimony is to present the 

12 changes in Gulf Power Company's rates that a r e 

13 necessary to pr- ~ide a coaplete rate package that 

14 provides a fair and equitable distribution of the 

15 requested $26.3 aillion increase. Even with the ent ire 

16 increase requested, Gulf's rat es will reaa1n among the 

17 lowest in the nation. 

18 In my testiaony, I discuss the c riteria that 

19 we use t o design the rates, the methodology o! 

20 allocating the increase among the c lasses of c ustomers, 

21 and the specific basis for designing the c ustomer 

22 demand and energy charges in the rates. 

23 These rates all conform to generally sound 

24 rate design practices. I have considered the ra irness 

25 of the rates internally and among the classes, the 
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1 tranaition froa our previous rates, the simplicity of 

2 the administration and application of the rates so that 

3 customer• can understand the rates , and the effect of 

4 the rates on energy conservation and load management. 

5 The rate increase has been spread to the 

6 various custoaer classes so as to move each full 

7 aervice custo .. r class closer to parity with the 

8 overall coapany rate of return . customer charges have 

9 been moved closer to cost, espec i a l ly the c harge f or 

10 rate GS which has not been allowed to increas e tor over 

11 aeven years. 

12 Deaand charges have alao been adjusted to 

13 move the prices closer to the a c tual cost, whil e 

14 recognizing the diversity of the different demand 

15 classes. 

16 Energy charges have been ad j usted to provide 

17 the additional aaount of revenue that is required after 

18 the other iteaa and rates are ad j usted . Wo also 

19 improved the price differential between our su!DIIIer and 

20 winter energy charges f or the nondemand rate classes. 

21 This is essential to recognize the higher demands 

22 custoaers place on Gulf's syste.m during the s u!DIIIer 

23 aonths compared to other months of t he year. 

24 We have proposed a l ocal facilities charge in 

25 the large collllllercial and industrial c lasses to ass i st 
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1 in recovering of the investment in local facilities 

2 which serve these large custoaers. This charge will 

3 only be activated it a cuatoaer has a very low usage ot 

4 specific facilities installed for their service that 

5 continues for a year or aore . 

6 In order to aore tully aeet our customer 's 

7 lighting needs, several new lighting fixtures have been 

8 added to the outdoor service tariffs. And we hsve 

9 added a new section of our tariff to recognize the 

10 part-time, nightly load of recreational lighting. 

11 The driving force behind all of our rate 

12 proposals is fairness and equity. Gulf is the only 

13 party in th.•e proceedings that has proposed a complete 

14 set of rate schedules representing all cuatoaera. I 111 

15 asking the co .. ission to approve this co111prenens1ve 

16 plan of rate schedules and rate design principles that 

17 are fully discussed in ay testimony in order to assure 

18 that the Company will recover all the revenue 

19 authorized by this Coaaission from i ta customers in a 

20 fair and equitable manner. 

21 This concludes my summary. 

22 MR. STONE: We tender Mr. Haskins, tor cross 

23 examination. 

24 CHAIRMAN WILSON: Public Counsel has no 

25 questions. 
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1 Kr. McWhirter? 

2 CROSS EXAMINATION 

3 8 ".' MR. McWHIRTER: 

4 

5 

Q 

A 

6 again. 

Kr. Haakins. 

Good afternoon, Mr. McWhirt er. We .. et 

19 31 

7 Q On Page 5 ot your testiaony you discuss the 

8 philosophy underlying the design ot the proposed rate. 

9 Is it tair to say that Mr. O'Sheasy's cost o t Service 

10 Study ia the priaary guideline that you used in t he 

11 present Gulf's proposed base revenue distributi on among 

12 the clesses? 

13 

14 

A 

Q 

That's correct. That ' s the beg i nning point . 

And you still contend that 12 mont hly peak 

15 and one-thirteenth aethodoloqy is the appropr iate way 

16 to go? 

17 A Yes. 

18 Q Do I understand that i t's your intent ion to 

19 move each custoaer class c loser t o parity as parity was 

2 0 disc losed in Mr. O'Sheasy's Cost ot Service Study ? 

'-1 

22 

A 

Q 

Yes. 

Apparently, according to Page 6 at Li ne 16 

23 there is one exception to that provision , a nd t ha t has 

24 t o do with the SS class, is that correc t ? 

25 A That is correct . 
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1 Q The SS class, rather than using Mr. 

2 O'Sheasy's Coat of Service Study, you went ba~k to the 

3 broad guidelines established by the Public Service 

4 Comaission in ita 1987 order on the way you set up the 

s pricing for cogenerators, is that correct? 

6 A We went back to what we consider rather 

7 specific guidelines in that order. 

B Q With respect to the energy charge, the energy 

9 charge you propose for the ss class is the aver3ge 

10 energy charge irrespective of voltage level, is that 

11 correct? 

12 

13 

A 

Q 

That's correct. 

And so if an SS customer took energy at a 

14 higher voltage level and thereby had fewer line losses , 

1~ he wouldn't get the benefit of those fewer line losses 

16 in the prices charged to that customer , would he? 

17 A No. No provision was made tor -c:hat in the 

18 standby rate order. That is for transforaer ownership 

19 discounts. Now there is a line loss discount included 

20 in that taciff. 

21 Q But it's an average line loss -- he's going 

22 to be c harged average line losses tor all c ustomers, 

23 irrespec tive ot the tact that at his voltage level, 

24 line losses may be less. 

25 A No . We propose the same 1t and 2\ di ticounts 
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1 tor line losses during our standard tar itt. 

2 

3 

Q 

A 

And that's in your .344 cents energy charge? 

No, it's not in there. That energy charge, 

4 like all energy charges, is based on average cost. Sut 

5 I think it you look at the taritt you'll find there's a 

6 1 and 2\ discount tor line losses. 

7 Q so the 55 custoaer would receive a dis~ount 

a for line losses or lesser line losses that would be 

9 applied to this .344 cents. 

10 A That's right. 

11 Q Okay. 

12 How did you derive the $1.08 reservation 

13 charge? would you walk through that brietly? 

14 A Just one aoaent. (Pause) 

1~ The reservation charge was based on the 

16 production and transmission demand revenue requirements 

17 from Mr. O'Sheasy's Cost ot Service Study and the 

18 annual CPKW troa that same study. And then, it you 

19 will, discounted tor -- prorated down tor the 10\ 

20 forced outage rate that was used in the standby rate 

21 order. 

22 Q And in order to determine the demand c harges, 

23 you looked at what classes? Did you look at just the 

24 55 class or did you look at other classes o f customers? 

25 A Those costs were based on from looking at the 
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1 order of magnitude based on the total retail. 

2 Q And you did that even though Mr . O'Sheasy 

J performed a discrete Cost of Service Study that applied 

4 exclusively to the S and S customers, is that correct? 

5 A Yes, that's correct. However -- (Pause) 

6 The standby rate order requires the use 0 f 

7 the utility's systems ~it cost. It does not aake any 

8 distinction between those classes t .hat might have 

9 customers on ss. 

10 Q So you're talking now about Order No . 17159 

11 in Docket 850673. 

12 

13 

A 

Q 

Yes. 

And so your concern then, i s that the order 

14 makes you do it that way, and you're compelled to do 

15 it, is that correct? 

16 

17 

A 

Q 

That 's correct. 

When you made that conclusion, were you aware 

18 of the provision on Page 12 of that order which says , 

19 "In each utility's next rate case we expect that 

20 standby customers would be treated as a separate c lass 

21 and be assigned coats consistent with the appropriate 

22 data and the new Coat of Service Study . " And then it 

2J goes on to say, •until those costs of service studies 

24 are set up, you'll go by the broad guidelines 

25 eotablished in this order." 
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1 A Yea . And I think that if you look at the 

2 standby rate service as a class, for Gulf ?ower 

3 company, you'll find that it crosses all c ategoriec of 

4 customers. We have cuato111era that take a wide variety 

5 of levels of standby service, and I think that's 

6 probably what the co .. ission had in mind when they said 

7 "use a syatea unit cost• rather than any specific 

8 class's coat because you could have a custoaer that 

9 took standby service for any level, any cost. 

10 Q The Coaaiasion, back in '87, said that one ot 

11 the reasons that it was asking you to do a Cost ot 

12 Service Study was so that the cogenerators would pay 

13 their appropr' 1te share of the cost, and they wanted 

14 you to look at the cogenerator to see if the 

15 cogenerator was -- had shutdown his unit and was using 

16 your electricity at the timE> o f your ayst.em peaks. And 

17 if he was , they wanted to be sure that that cogenerator 

18 paid the proper aaount. But ·if he wasn ' t shutdown , 

19 then they concluded that this Cost of Servica Study 

20 would reco1nize that that customer didn't contribute to 

21 that peak . 

22 As I understand it, however, from Hr . 

23 O'Sheaay, even though your Cost ot Service Study showed 

24 that the forced outage rate of c ogenerators was 

25 substantially less than 10' dur i ng the time of your 
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1 system peak, you chose the 10\ criteria used in the 

2 1987 order, is that correct? 

3 A I believe you mischaracterized what Mr. 

4 O'Sheasy said . 

5 Q What did he say that I mischaracter i zed? 

6 A He did not aake any conclusions wi t .h regard 

7 to the well, you were in the room. At any rate, he 

8 did not make any conclusions with regard t c forced 

9 outage rates tor his service rates. He did o ne 

10 customer with regard for seven months with regard to 

11 their forced outage rates. And he further said that he 

12 saw ro conclusions at this time that could be drawn 

13 with regrrd to forced outage rates for standby service 

14 in Gulf service territory, based on the short period of 

15 tiae that the standby service had been taken by 

16 custoaers and the small amount o f experienc e with it. 

17 Q And he found that those othe~ three customers 

18 had a forc ed outage rate of greater than 10\? 

19 A He did not find anything, he didn't say 

20 anythinq about them. 

21 Q J see. So although that information was 

22 there and available, it was not used by you ? 

2J A No. He didn't say it was available. 

24 CHAIRMAN WILSON: It wasn't? 

25 WITNESS HASKINS: There was a few months , 
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1 less than seven, on the rest of the customers available 

2 with regard to forced outage rates. But it was no 

3 wher~ near statistically significant, it would not have 

4 been fair to either th~ Company or customers to try to 

5 use that data. It was during the aha.kedown per1ods of 

6 generators and ayateaa, and we think that you would 

7 need to have at least two years worth of data to have 

8 anything that would be statistically valid tor 

9 determining something like this. 

10 0 Back in 1987 when the Commission ordered you 

1.1 to do coat ot service atudiea that would determine 

12 those things, several utilities had come in with 

13 proposals. And the Comaiaaion chose a proposal of 

14 Florida Power Corporation modified to incorporate time 

15 of use pricing as clearly superior to the others. The n 

16 they said, •we find the approach superior to those 

17 advocated by FPL, Gulf and TECO. Because FPC approach 

18 produces rates that fairly recognize the diversity and 

19 coincidence of the individual customers . " 

20 But as I perceive it, you're not following 

21 the FPC approach, you're adhering to the one that the 

22 Commission found to be inferior back in '87? 

23 A We have not followed the Florida Power 

24 Corporation approach. We think that any specific 

25 approach tor any company should be baaed on the 
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1 statistics troa a valid statistical determination !or 

2 the custoaers within thei r service area. Cult has many 

3 rore cogeneratora and aany aore generators than Florida 

4 Power corporation and different types and --

5 

6 

Q 

A 

Florida -- excuse ••· 

-- we believe the informat ion should be 

7 developed strictly for Gulf Power Coapany. 

8 Q But Cult Power doesn't have any statistically 

9 soun.d intoraation. Did you take, check on any national 

10 averages of forced outage rates or did you check on the 

11 southern Syatea forced outage rates of cogenerators or 

12 any other statistically accurate? 

13 A No . We don't think it would be valid tor our 

14 Cult ayatea. That's the reason the Comaission looked 

15 to individual coapanies to develop their own data . 

16 Q That being the case, you wouldn't think that 

17 10' woul d necessarily be valid t or a Cult system 

18 either, would you? 

19 A I don't know whether 10' is valid !or Cult 

20 systea or not; but we knoll that's the best information 

21 the co .. iasion had when they established the criteria 

22 in 1987 and we plan to stick with that until something 

23 better coaea along. 

24 COKKISSIONER EASLEY : Could I, Counselor? 

25 Was that criteria thay you just referred to that the 
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1 co .. ission found FPC's criteria to be more desirable , 

2 was that part o! the Order that you were t o f o llow 

3 then, or did they say you were to keep on with what 

4 you're doinq? 

5 WITNESS HASKINS: I'a n ot familiar 

6 specifically with the Florida Power Corporation order , 

7 but to ay knowledqe the other coapanie• in the state 

8 were not required to qo and do likewise. 

9 COMMISSIONER EASLEY: Thank you. 

10 WITNESS HASKINS: The only other c ompany I 

11 know ot in Florida that has developgd d~ta is, in their 

12 report in 1989, Taapa Electric Company repo rted a 14' 

13 forced outaqe rate. 

14 Q (By Mr. McWhirter) For all of its customers? 

15 A I don't think -- you know , i( we pic ked and 

16 chose, we would pic\t that one rather than Florida Power 

17 Corporation, I quess . 

18 Q I imaqine so, yes , sir . 

19 Well, Mr. O'Sheasy's study showed that the 55 

20 c lass is presently payinq above parity, is that 

21 correct? 

22 Which study? I hate to do that , but there' s 

2 3 so many . 

24 Q His oriqinal one showed there was , I think, 

25 14\ . And then he said there was a second one t hat 
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1 still showed that it was more , but he didn 't remember 

2 how muc h. And he said you could tell us how muc h more 

3 it was. 

4 Q No. I think what he said was on the final 

5 study that Gulf has provided, we have not des i gned 

6 proposed rates baaed on that study. So as far as 

7 proposed, you could n~t tell !rom that study what the 

a cost would be. 

'9 

10 

11 

Q 

A 

Q 

He said his final study was inc onc luu ive? 

No. His study was complete. 

And his study, how did it show that the SS 

12 class related to parity , above or below it? His final 

13 study? 

14 

15 

A 

A 

Just a moment . (Pause) 

On a present rate basis , the study that Mr . 

16 O'Sheaay referred to, and you and I were j ust 

17 uiacuaaing, shoved a rate ot return tor rate ss o! 

18 7 .29\ compared with a parity of 6.6. So that wou ld 

19 indicate that, based on present rates, that they're 

20 e a rning above parity. 

2 1 Q And when you did your rate design , this wa s 

22 every claa s moved toward parity except SS , and it moved 

23 fur t her away from parity, based o n his study, isn't 

24 that correct? 

25 A On the original r a te design. And I would 
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1 like to point out on this tinal study that -- I ' m not 

2 sure who your clients are -- but the SS class on 

3 present rates is earning less than the PXT c lass . And 

4 your clients are both, I think. 

5 Q That's probably true. You see, I ' m working 

6 against part of my clients while I'm asking these 

7 questions when --

8 A I think they spend a whole lot more money on 

9 PXT than they do at SS. 

10 Q Well, we're just trying to tind the tac ts, 

11 Mr . Haskins. 

CHAIRMAN WILSON: This is the point at which, 

13 Mr. McWhirte•, you throw up your hands and say , "Never 

1 4 

15 

mind." 

16 t rouble. 

17 Q 

(Laughter) 

MR. McWHIRTER: I ' m obviously in deep 

(By Mr . McWhirter) Let's look at your 

18 rebuttal testimony, Schedule 2 . I t shows the SS c lass 

19 moving away !rom system average, is that correc t o r 

20 not? 

21 

22 yet? 

23 

2 4 

A 

Q 

A 

Are ve cross examining on rebuttal test i mony 

J think, and the reason I'• doing that --

I have no objection to that, I jus t want to 

25 make sure I understand what wo•re do ing . 
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No, we're not doing it on rebuttal yet, but 

2 you keep referring to the aost recent coat o t study and 

3 sC' the ones I asked you about in your original 

4 testiaony seea to be outdated. And I would hate to be 

5 precluded fro• asking you about the most rec ent 

6 information. The only trouble is I can't find it. 

7 

B 

9 

MAJOR ENDERS: Right here. 

COMMISSIONER GUNTER: Jo i n the crowd . 

CHAIRMAN WILSON: Just tor everyone's 

10 edification, the new Co1111issioner, Mr. Frank 

11 Messersaith, just walked in the back ot the room. It 

12 will probably take hia a few ainutes to realize that he 

13 ought to wal~ right back out. (Laughter ) 

14 Q (By Mr . McWhirter) Do you have that schedule 

15 before you at this tiae? 

16 

17 

18 

19 

20 

21 

A 

Q 

A 

Q 

A 

Q 

Which schedule? 

I beg your pardon? 

Which schedule? 

It's Schedule 2. 

I have that. 

And it shows t.hat the index ot the SS class 

22 is 1. 53 \ over parity. And then in your proposed rates 

23 all the other classes aoved toward parity , a ccording to 

24 the proposed index here, but SS moves further away. Do 

25 I understand that correctly? 
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Th.at' s correct on --

And now you want to get a -- huh? 

1 

2 

J 

A 

Q 

A That's correct, a correct representation of 

4 the numbers on this study. However, this is not the 

~ one that you and I were talking about earlier. 

6 Q Okay. There'• ao•• other study that does 

7 something else? 

8 A That's right. 

9 Q Well, rather tnan belabor that, I'll go on to 

10 another subject. 

11 Seasonal rates. :tou propose to continue 

12 seasonal rates? 

lJ 

14 

A 

Q 

:t-. 

Do Gulf's seasonal rates presently charge 

15 more tor tor electricity during the summer months than 

16 in the winter months? 

17 A :tea. 

18 Q Is this appropriate, in your opinion, because 

19 it sends a price signal that electricity is more 

20 expensive ir. the summ.er months than in the winter 

2! months? 

22 A It's appropriate, in my opinion, because it 

2J sends tho appropriate price signals to customers that 

24 they need to conserve energy; and tor the GS and RS 

25 class, therefore, keep their demands down during the 
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1 summer •onths, because the summer months are the things 

2 that are driving our peak demands. 

3 Q Is it your objective, also, to improve your 

4 syste• load tactor? 

5 A Yea. 

6 Q I a~ked Mr. O'Sheaay about the system load 

7 factor. What is it presently? 

8 A It' • in the ra.nge ot 55\. 

9 Q 55t7. SO 45t ot the time you have generating 

10 plant that is not delivering electricity to customers? 

11 A No. That's not a correct application of the 

12 concept ot load factor. Load tactor is a very simple 

13 concept that you take the total number of kilow~tt 

14 hours delivered during a specified period ot tiae, 

15 d.aily, weekly, or annually, and divide that by the 

16 maximum capability times the number of hours. 

17 Q And that doesn't •ean that. you have a plant 

18 that's not delivering electricity? 

19 A No. It might mean that you have a plant that 

20 is leas than tully loaded, or it might mean that you 

21 have some that are standing by in preparation of 

22 serving the peak the next day. But it's a plant that's 

23 necessary for providinQ service to the customer 

24 whenever it's needed. 

25 Q So it you improve your load factor, though, 
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1 that means, without adding additional capacity, you can 

2 derive more revenue fro• your customers , and all the 

3 reve.1ue in excess of the cost of fuel and variable 

4 operating cost qoes to either help your profit picture 

5 or to defray tixed costs of the capital facilities, 

6 isn't that correct? 

7 

8 

9 

A 

0 

A 

10 are now. 

11 0 

Within liaita, that's true. 

So you like to iaprove your load factor ? 

That's riqht; certainly, !rom the point ~e 

What are some of the other benefits ot 

12 iaprovinq load factor? 

13 A I tnink that's the primary on~ right there . 

14 0 Do you iaprove 1t by encouraging sales during 

15 off-peak hours? 

16 

17 

18 

19 

A 

0 

A 

0 

Yes. 

Is that what the SE rate is all about? 

Yes. 

And this SE rate, those people don't get that 

20 energy if soaebody else needs it; it the demands of the 

21 other customers qo up, you cut theSE c ustomers of!, is 

22 that the way th.at works? 

23 Yes. The SE custoaers have SE periods 

24 declared only when the capacity is available both on 

2 5 Gulf's syate.a and on the Southern System. 
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So would you aay the SE type service is not 

2 as high a quality as standard tirm service? 

3 Well, SE is sort of interruptible i n reverse 

4 in that SE can be recalled with appropriate notice; and 

5 for that reason, custoaera -- and the tact that it's 

6 ott- peak, the cuetoaere are relieved from paying demand 

7 charges on any demands that are set during t .hat period 

8 of time. 

9 Q In general, is SE available to customers only 

10 when adequate capacity exists to serve the ~ncremental 

11 load that is caused by SE? 

12 A Not only in general, but very specifica lly , 

13 it's availwole only then . 

14 Q You don't have to add capacity, you're just 

15 able to make aore sales out or the existing capacity 

16 when you offer thia rate? 

17 A That's right. 

18 Q nS I understand it , there was one place in 

19 which you did invest in additional capacity to allow 

20 the c ustomer to take SE, is that correct? 

21 A I am not familiar with what you're talking 

22 about. 

23 Q Have you used this in order to postpone 

24 someone going to cogeneration , o r to encourage a 

25 custoaer not to go t o cogeneration? 
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1 A That's no relation between that and SE, 

2 de s p ite the v i sual signals I get from the Staff' over 

3 ther e . 

4 Q My consultant prepared th i s quest i on and he 

5 said there would be so .. discussion , and in that 

6 discuasio~ you would indicate it vas c oqenerator 

7 deferral, but you don't have any knowledge o f what he' s 

B talkinq about there, I queas? 

9 No. If a customer can use the availabil i ty 

10 of SE to lower his average coats, to the extent that it 

11 takes the average coats to purchase energ y troa us 

12 below the averaqe coat of adding cogeneration , s o be 

13 it. But i~ is not d&aigned as a cogeneration deferr al 

14 mech~nisa. (Pause) 

15 Q Did you provide an SE charge f o r a c ustoaer 

16 and i n connection with it also iapoae a 10-cent per kW 

17 c harge for d-and in excess of the dea.and contracted 

18 under other applicable rate schedules? 

19 A Only in the circumstance whe re addi t i ona l 

20 fac i lit .Les are installed at the request o f t .he c ustome r 

21 specifically to aake SE available t o him, and that i s 

22 prov i ded for in the tariff& . 

2 3 Q And that 10 cents c ove rs t he cost o f tho c e 

24 addi t ional facilities? 

25 A In the particular case where that c h arge i s 
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1 being levied, it does. 

2 Q If ratea were designed under which all local 

J T'D co&ts were recovered, and the maximum demand 

4 charge, including SE demand and all remaining 

5 production and transaission demand-related costa 

6 recovered in an on-peale demand charge , would this ratP 

7 design eliainate the necessity for the extra local 

8 facility charge? 

9 A No. 

10 

11 

12 

A 

Q 

A 

No. 

And why not? 

Nov, you said •extra local facilities 

13 charge,• an~ ay •no• answer serves both purposes. But 

14 when you ask, •why not,• I've got to make sure I'm 

15 talking about the right one. Are you talking about the 

16 10 cents that's used in one specific case on one 

17 custoaer for SE, or are you talking about the local 

18 facilities charged I proposed in my testimony? 

19 Q I think I'm talking about the one for the 

20 specific customer. I guess what the question is 

21 designed to do, and frankly I'm --

22 Nov, I need to ask you to read the question 

23 again. 

24 Q Okay, here's what he said. "If the rate were 

25 designed under which all local T'D costs were recovered 
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1 and the maximum demand charge , including SE demand and 

2 all remaining production and transmission 

3 demand-related costa recovered i n an on-peak demand 

4 char ge , would this rate design eliminate the nec ess ity 

5 of an extra local facility char ge tor SE use? • 

6 I . No, you would still have to have tho extra 

7 local facilities char9e tor the SE cuatoaera bec ause 

8 they are asking specifically for additional tac ilities 

9 to be included that are not covered by our contract or 

10 billing demands otherwise. 

11 Q I think what he's saying is it this were 

12 rolled into the on-peak demand charge, wou\d it be 

13 necessar~ to independently state it? 

14 A Okay, if you rolled it into the t ota l demanj 

15 charge, it would not be necessary, but we wou ld not 

16 recommend that becuase that would benef i t -- in this 

17 particular case, this one customer we have now, or i t 

18 were two or three others that were similarly situated, 

19 to the detriment of our other customers , and this is a 

20 customer that is asking tor capacity to be available to 

21 him when he wants it, really on the -- lt's really a 

22 risky thing tor him because it ' s on the basis that he 

23 might not ever have an opportunity to take that 

24 c apacity, because reaember, we don't have an obligation 

25 t o dec lare S~. We could sit right here and never do 
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1 it. 

2 And so you start separating out an SE 

3 customer, or including an SE customer as far as cost 

4 causation and all these others, you get into a problem , 

5 for the local facility's charges only. 

6 Q ever the years you and I have talked about 

7 rate design principles, and you've often referred me to 

8 Chapter 366.06, which says that in setting rates, the 

9 Comaisaion should look at rate history, value of 

10 service and the experience of the public utilit~·. 

l l consumption and load characteristics of various c lasses 

12 of cuatoaers and public acceptance of the rate 

1 J structures. 

14 

15 A 

Do you do those things when you design rates? 

Yea, sir, sure do. That's, if you will, the 

16 art involved with rates onc e you get the cost. 

17 Q And do you try to develop cost ot service 

18 methodologies that incorporate this kind of st~tutory 

19 thinking? 

Yes. 2C 

21 

A 

Q And is it your professional opinion that the 

22 coat of service study utilizad by your Company is 

23 superior to the one proposed by the Office of Public 

24 Counsel or the Commission Staff i n meeting these 

25 statutory --
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Absolutely . 

Why do you say that? 

Because I think that very a basic reason that 

4 the methodologies propoaed by the Staff and the Offi ce 

5 of Public Counsel do not recognize the realities ot t he 

6 way an electric •y•tea, particularly Culf'o ana 

7 Southern Syste• is planned, is designed and built, and 

8 also that it is a mechanism tor merely shifting cost on 

9 an energy basis, from the residential class, and maybe 

10 a small co .. ercial class, over to the industrial clas~. 

11 which are the hi9h load factor customers on our sys~em, 

12 and helping improve this load factor you're talking 

13 about. 

14 The aain thing, I think, is that it is j ust 

15 out of touch with reality as tar as the way a utility 

16 system is desi9ned and planned and operated . 

17 0 Do you try to look at rate design from the 

18 customers' viewpoint also to see how the cus~omer would 

19 react to rates? 

20 

21 

A 

Q 

Yes. 

If you had a custom~r that's paying you $10 

22 million a year, do you think you ~ould charge that 

23 customer more tor electricity than he would have t o pay 

2 4 i f he produced it himself? 

A Absolutely not. 
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1 Q Have you done any studies to determine on 

2 what it costa these customers to produce electricity 

3 for themselves? 

4 A When we have bad a couple of custoaera in the 

5 past interested in installing cogeneration facil ities 

6 where they would put in facilities to serve themselves, 

7 and in discussion with thea, we really jointly 

B evaluated with thea the coat of their own generation 

9 versus the coat of buyinq it fro• us. And to t hat 

10 extent, I queaa you could say we evaluated their 

11 proposal. And we also have folks that are not at Gu' f , 

12 but at Southern Services Company, that are speci f ically 

13 involved in evaluating those types of proposals to see 

14 whether or not it is cost beneficial f or both the 

15 Coapany and the individual customer . 

16 Q What conclusions did you reach 4S a resu lt of 

17 t hose discussions? 

18 A Wa ll, each one bas t o s tand o n ittl own 

19 bottom, but I thi nk the situation in Gulf's territory 

20 where we have, indeed, had two c ustomers recently that 

21 have decided to deter generation based on s peci fi c 

22 proposals we made to the.m tor deferral of that capacity 

23 until the tiae we needed it, has said that right now 

24 it's a very •itty• thing, very close t o margin. In 

25 previous times it aay not have been that way . Gulf has 
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1 about 150 megawatts of -- excuse ae, 150 -- yeah, 

2 megawatts of cogeneration on its system right now . 

3 

4 

5 auch? 

6 

Q Forgetting those customers tor the moaent 

CHAIRMAN WILSON: Did you say Gult has that 

WITNESS HASXINS: Yes, sir, it's t:een in a 

7 lonq tiae. I think that'• aoaething aany tolka don ' t 

8 realize. 

9 

10 

CHAIRMAN WILSON: Is that self-generation? 

WITNESS HAS~INS: It's self-generation, but 

11 the effect on Gulf is the aaae. And they are using - -

12 and it'• technically a cogeneration capac ity because 

13 they are taking fuels and wling both the heat and 

14 electrical energy froa the qenaratora. So it qualitie~> 

15 a c cogeneration. 

16 

17 

18 

CHAIRMAN WILSON: Technical cogenerator. 

WITNESS HAS~INS: Yes. 

CHAIRMAN WILSON: As opposed to a political 

19 cogenerator. 

20 

21 

22 

23 

2 4 

Q 

WITNESS HASKINS: That 's right. 

MR. McWHIRTER: As opposed to what kind? 

CHAIRMAN WILSON: Political. 

(By Hr. McWhirter) Political coqenerator. 

Hr. Haskins, disregarding the high load 

25 factor industrial consumer and looking at the interests 
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1 ot the other conauaera, would it be in their best 

2 interest it these high load factor people got ott you~ 

3 ayatem and did it for th ... elvea rather than join~ly 

4 sharing in your generating facilities? 

5 A No, there would be two basic detriments to 

6 that. One would be that it would cause a 

7 deterioration, a further deterioration in our systea 

8 load factor because anytiae a custoaer gets ott your 

9 system that has this load factor that's higher than 

10 your average, it drives the average down. And th~ 

11 other is, ve would be lett with a stranded investment 

12 in production tran .. iasion and distribution facilities 

13 it there were ony tor those custoaers. 

14 0 I'm aindful ot the gas industry. Have you 

15 followed that situation where customers have the 

16 opportunity to burn oil tor their boiler fuel rather 

17 than gas , and the co-ission has come up with what they 

18 call "flex rate schedule"? 

19 A I was somewhat faailiar with that during the 

20 time it vas evolving before the Commission. I have not 

21 looked into it recently, and I have no idea how well 

22 it's working . 

23 0 Are you aware of the one gas company where lt 

24 lost a ~~ajor industrial consumer nnd had to i-ediately 

25 raise the rates to industrial -- or to residential& by 
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3 

A 

0 

I'a not aware of that . 

Aa one of your ways to diacouraqe 

4 coqeneration, I notice that your ayatem averaqe 

1955 

5 requested rate increase ia 10l, but for the ss class, 

6 you're aakinq for a 17t increaee on current rotea? 

7 A Let'• see. (Pause) Well, aqain, it depends 

8 on which study you're talkinq about, but that's close . 

9 

10 

MR. HcWHilrl'ER: I tender the witness. 

CHAIRMAN WILSON: Let's take about a 

11 ten-minute break. 

12 (Brief receaa.) 

13 - - -

14 

15 Major. 

16 

COMMISSIONER GUNTER: Let's qet started. 

MAJOR ENDERS: Thank you, Co-issioner. 

17 CROSS EXAMINATION 

18 BY MAJOR ENDERS: 

19 

20 

21 

0 

A 

0 

Good afternoon, Hr. Haskins. 

Good afternoon, air. 

Would you aqree with me that the discount for 

22 transforaer ownership does not recoqnize the reduction 

23 in line and transforaer loaseP for customers takinq 

24 service above secondary distribution levels? 

25 A Yea, I would. 
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3 e•rvice at different voltage levels? 

Y .. . 
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4 

5 

A 

Q Is it correct to say that bec ause line and 

6 transformer lose .. are qreater for lower vo 1tagA 

7 service, lover voltage service costa more? 

8 

9 

A 

Q 

Yea. 

Kr. Haskins, if you could direc t yo urself t o 

10 Staff's Eighth set of Interrogatories, Question 11 3, I 

11 believe it's Exhibit 269. (Pause) 

12 

13 

14 

15 

A 

Q 

A 

Q 

That's Staff's 8th set, Item 11 3? 

Right. 

I have that. 

Okay, air. Do you propose, in the Comp3ny 's 

16 response to that it-, that aetering discounts be set 

17 tor cuat oaera taking service at primary or transmission 

18 levels? 

19 

20 

A 

Q 

Yea . 

Would I be correct i n summari z ing your 

2 1 proposal as providing two disco unts : To c usto•ers who 

22 take service at higher voltage levels and who own t hei r 

23 own transformers? 

2 4 A Yea. A discount f o r l ine l osses , whi c h is 

25 frequently r eferred to in this are na as meter ing 
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1 discounts, and the transtor.er ownership discount. 

2 0 From your discount proposal , do you exclude 

3 certain things? 

4 A I'a not sure what you're getting at. 

5 

6 

0 

A 

All right. Do you exclude line losses? 

No. That's what is noraally refer red to as d 

7 metering discount. 

8 0 Do you exclude other voltage step-down , like 

9 from three to tour? (Pause) 

10 A I don't like to deter a question back to a 

11 witness that just lett, but Mr . O'Sheasy is a ctually 

12 the one that derived these costs and is responsible !or 

13 this interrogatory, and so you really would n~ed t o 

14 direct questions as to how the costs were derived from, 

15 to hia. 

1 6 0 All right. Let's try this one. Do you 

17 exclude other sec ond area costs , like poles and 

18 conductors? 

19 A I really can't respond to which costa go into 

20 these determinants. It I tried to guess at it, I might 

21 be wrong and I prefer not to do that. 

22 MAJOR ENDERS: All right, sir. I have no 

23 further questions, Coamissioner. 

24 

25 

COMMISSIONER GUNTER: Staff . 

CROSS EXAMINATI ON 
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BY MR. PALECI<I: 

2 Q Mr. Haskins, I'a going to refer bac k to one 

3 ot the matters that Mr. Kc"'hirter brought up conc erning 

4 the 10-cent charge tor the SE customers. Where is the 

5 10-cent charge tor SE custoaera in Gulf's tariffs? 

6 The 10-cent charge, spec ifically , is not in 

7 Cult's taritt. However theSE tariff , the optional 

8 rider, does provide -- and I think I'd better look at 

9 that and just read you the language. (Pause) 

10 •It any additional facilities, including metering, 

11 are required, the additional coat will be paid by the 

12 customer taking service under this rider . " 

1 3 Q Are you referring to your Deposition Exhib i t 

14 No. 10? 

1S I'a referring to the availabi l ity clause of 

16 our Revised Sheet No . 6.13, attac hed to my direc t 

17 testiaony. It aay be where you are referring t o it 

18 also, but that's what I'm looking at 

19 Q I'd like to refer you to your Deposition, 

20 Exhibit 1 0 , which is Exhibit 288 in this proceeding. 

21 Does that contain, aaong other things, a form entitled, 

22 "Amendment to Contract tor Electr ic Power, SE Rider 

2J Endorseaa nt and Standby Service Agreement," with the 

24 customer's identification concealed? 

2S Yea, it includes that . 
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Does that a .. ndaent docuaent contain on Page 

2 2 a provision for a aonthly tacilitie• charge of 10 

3 cents per kilowatt, tor a specified number of 

4 kilowatts? 

5 

6 

7 

A 

Q 

A 

Yes. 

~en vas this aaendaent executed? 

Just a aoaent. (Pause) Be patient, aaybe we 

8 have it. (Pause) 

9 Well, the copy I have, I juGt realized is not 

10 dated. It has an effective date ot February blank, 

11 1990. And I'• not sure vhat that -- I think it's 

12 February 1st, 1990, but the copy I have that's not 

13 tilled in. 

14 Q I• this ainiaua facilities charge part ot 

15 your •tandard contract available to any cu•~oaer? 

16 A No, that's the reason that their standard 

17 contract vas aaended. 

18 Q Did you tile this aaendaent pursuant to rule 

19 25-9.034 Subsection (1) which requires Coamission 

20 approval ot all special contra~ts prior to execution of 

21 the aaendaent? 

22 A No, because this ia not a special contrac t. 

23 It's an aaendaent to our standard contract . However, 

24 ve had intended to tile this with the CoiiU:lission after 

25 it vas executed, and, in fact, I have it with ae here 
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l in Tallahassee. But this particular thing had become 

2 such an issue in our rate case, we decided that it 

3 probably would not be appropriate to throw it into the 

4 tray right now, but just do it at some later time once 

5 the issue had been settled. 

6 Q Well, you characterized thia aa no t be i ng a 

7 special contract. What differentiates this !rom a 

8 special contract? 

9 A Because it is an amendment to a standard 

10 contract that has an amendment that quantities a 

11 provision that is provided tor in a tar i tt . It is not 

12 soaethinq that is outside o! our tari!t . 

13 Q "-ell, apart troa the tact you say, "it 's not 

1 4 a spec ial contract,• are you familiar wi th any other 

15 circumstances where Gulf has tiled a spec ial contract 

16 with the co .. ission prior to exec utio n? 

17 A Yes. We have tiled c omplete special 

18 contracts with the Commission on several occ asions and 

19 received approval tor them prior to execution. There 

20 have been other tiaes when we have done as we had 

21 intended to do with this one , until it got to be such 

22 an item of contention, where we have submitted an 

23 amendment to the Commission or the Stat! , actually , for 

24 inclusion in the contracts binder , where we had an 

25 amendment to a standard contract . 
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Well, wouldn't the tac t that it's an item of 

2 contention be all the aore reason to tile this as a 

3 special contract tor the comaiaaion's approval? 

4 A Yea. I think ao. And it was sort of a 

5 chicken-or-the-egg situation, I guess , where we had to 

6 decide whether to file it and let it be thrown into 

7 this situation, or wait until -- let th i s situat ion be 

8 resolved and then maybe we wouldn't have t o f i l a it at 

9 all . 

10 If the Comaiaaion said we should not collect 

11 the 10 cents , we would go bac.k to the cust o111er and say 

12 •well, that contract is no good , • and we wouldn't ~ave 

13 to tile it. 

14 Q Has Gulf collected any costa tor addit iona i 

15 facilities !roa SE custoaers other than the 10-cent 

16 charge for the one SE custo111er? 

17 A No. Because there was no reason to. There 

18 was no add i tional fac ilities associated with taking the 

19 SE fro• any other custoaer . 

20 Q Isn't it t rue that , i t Gulf's peak de111and i n 

21 a valley month ia l ower because of a deterioration in 

2 2 Gulf's annual load t actor, Gu lt will receive 111ore II c 

23 revenues or pay less IIC charges? 

2 4 A I think you should direct those questions to 

25 Mr. Howell, who is our ~itneas to the i nterchange 
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contract. 

Q Are the proposed revenuos by rate class in 

the KFR Schedules E-8b, which were provided in the 

Company's response to Interrogatories Nos . 209, 211 and 

212, and these have been introduced in th~s case as 

Exhibits 501, 503 and 504, are they based on a 

different allocation of the increaae in revenues than 

that proposed in the Company's tilinq and s upported by 

the Company? 

A I think I know the answer to that, but let me 

look at the document you're reterr i nq to. If you could 

tell ae which issue that is, we have thinqa filed very 

handily by issue. Or, I queaa -- you qave me the 

exhibit nuaber, so that would work. 

Q This would be under Coat of Service 

Allocation Increase. 

Q Which exhibit number was that? 

A They're exhibit numbers for this rate case is 

Exhibits 501 , 503 and 504, specifically Staff 's 

I nterrogatories 209, 211 and 212 . (Pause) 

A We ' re lookinq . (Pause) Which item in the 

interrogatory was it i n , 209? 

Q 209, 211 and 212. We're talkinq about the 

proposed revenues by rate class in the MFR schedules 

E-Bb. Are those retlect i nq the coat ot service study 
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1 runs? (Pause) 

2 A Now I hate to ask you to do this , but I need 

3 you ~o ask the question one aore time, now that I ' ve 

4 got the docuaenta here. 

5 Q Are the proposed revenues by rate class in 

6 the MFR schedules E-Bb baaed on a different allocation 

7 ot the increase in revenues than that proposed in the 

8 Company's tiling and supported by the Coapany? 

9 A In both cases, the criteria that I speci t1ed 

10 in my teatiaony, as t a r as aoving closer to parity ~nd 

11 those aorta of things, were followed in this 

12 interrogatory response. 

13 Q Are 't.here any exceptions? (Pause) I guess 

14 our question is whether these rates were redesigned 

15 since the tiae ot the coapany'a filings ? 

16 A Yea. The rates wer e completely redesigned to 

17 try to contor. to the criteria we had in our original 

18 tiling, so that the proposed rates would bear a 

19 reasonable relationship with each other and ~ith t he 

20 rates that we had originally filed . 

21 Because we felt l i ke, if you're going t o do 

22 this, you need to take the next step. ~ome ot the 

23 indexes look different, particularly with regard to ss, 

24 because ot the change in a llocation on ss. We still 

25 moved the rates closer to parity , s ome moved righ t to 
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1 parity, and maintained the same criteria that we had 

2 before. 

3 We did have soae revenues that we needed to 

4 do ao•ething with, and so we war- able to reduce the GS 

5 rate class, whereas in our initial tiling, ue had not 

6 been able to propose a base rate reduc tion tor t he GS 

7 class. 

8 Q I would like to ask a taw questions that were 

9 referred to you by other witnesses. The first was a 

10 matter that Mr. Kilgore was unable to answer and that 

11 is, does the Co11pany currently have any contrac ts wi th 

12 GSD custo•ers? 

13 A I was not able, I don '~ know personally and I 

14 was not able to check into that with the Contract 

15 Adainistrator before I got on the stand. However , to 

16 my knowledge ot being involved with our Power Contrac t 

17 Comaittee , I don't recall, at the present time, any 

18 power contracts with GSD customers. That's the 

19 c uAtomers between 20 and 500 kW. 

20 There have been some cases, I believe, in the 

21 past with sawmills in remote locations , and things l ike 

22 that , where we may have gotten a GSD contract, but I 

23 really don't know ot a ny right now . It would be the 

24 exception rather than the rule . 

25 Q Was CUstomer No. 1 on your Deposition Exhibit 
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1 12 , which is Exhibit 511, billed tor the usaqe ot any 

2 standby service kW tor Septe~r 1989? 

3 A Which deposition exhibit vas that? 

4 Q Exhibit 12, which is Exhibit 511 tor purposes 

5 of this hearing. 

6 A And you're asking vas CUstoaer No. 1 billed 

7 tor standby, when? 

8 A Was he billed tor any st.andby usaqe tor 

9 September 1989? 

10 A No. He vas not. 

11 Q Have you reviewed the customer's demand 

12 integrated over 15-ainute intervals tor September 2 and 

13 3, 1989? 

14 

1 !:. 

A 

Q 

Yes. 

Did the cuato .. r's demand increase by 50\ 

16 between one particular 15-ainute interval and the next 

17 15-ainute interval? 

18 

19 

A 

Q 

Yes. 

Was the custoaer having a problem with the 

20 bark that they vera burning in the generator cloqqing 

21 the rotary grate used t o tire the boiler? 

22 A Yes. 

23 0 Was the custoaer forced to shut down his 

24 generator because ot the problem? 

25 A Yes. 
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After reviewing the load data tor September 2 

2 and 3, ia it your opinion that this custcmer was taking 

3 a ~andby service due to a forced outage? 

4 A In 20/20 hindsight, it ia our opinion that he 

5 probably waa, even though he did not underatand that he 

6 needed to notify ua o t that tact . 

7 Q Doe• your Deposition Exhibit 15, whi c h is 

8 Exhibit 513 in thia proceeding, calculat..J the 

9 additional revenue the customer would have been billed 

10 in 1989 and 1990, if he were billed tor taking standby 

11 service on September 2 and 3? 

12 

13 

A 

Q 

Yea. 

waa 7,959 kW the aaximum amount or standby 

14 aervice used on September 2 and 3? 

1 6 

A 

Q 

Yea. 

Waa thia custc•er taking supplementary 

17 service on the PXT rate schedule in September 1989? 

18 

19 

A 

Q 

Yes. 

Did you bill the customer for September 1989 

20 on the basia ot the PXT ainimum monthly bill provision? 

21 

22 

A 

Q 

No. 

Would the customer have had a higher b1ll i! 

23 he had been bil led on the basis or the min imum monthly 

2 4 bill proviaion? 

25 A Yes. 
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1 Q Why wasn't the customer billed on the ainimu.m 

2 monthly bill provision for Septoaber? 

3 Well, as I explained in great detail in , both 

4 my depositions, this custoaer is a custoaer that has 

5 multiple generators and is a -- and this reflects not 

6 only on the answer to your question, but also the 

7 situation with reqard to SS -- aultipl£ generators and 

8 has gone through a very lengthy renovation process in 

9 their plant. 

10 And had been -- and also during this same 

ll time, when they were learning how to operate their 

12 plant, really, even though it was an old plant, it had 

13 a lot of renovations in it, it has four generators of 

14 varying sizes. They we.re learning how to operate the 

15 plant. The standby rate was new and they were le~rning 

16 how to live with the standby rate. 

17 And aa a result, their situat ion was v e ry 

18 uncertain. And this was an accident -- an inc ident 

19 that happened that they did not think required, at that 

20 time, requlred standby. And it was, it was a one-time 

21 occurrence. We talked with them and they said that 

22 that s ort of thing is not going to happen any more and, 

23 in tact, it hasn't. 

24 We felt like it was not fair to ~nalize the 

25 custoaer because of the state of flux that the sta ndby 

FLORIDA PUBLIC SERV!CE COMMISS ION 



1968 

1 rate situation was in and the probleaa they were hav ing 

2 with their systea. 

) Q Well, I'• not asking why you didn't penalize 

4 thea , I'lll asking why you didn ' t go back after yol; 

5 obtained the knowledge that they were taking standby 

6 power and bill them? 

7 A I think th.at answer I just gave you ans wers 

8 that , too. Maybe we'd rather be good than right, I 

9 don' t know. 

::.o Q I guess I aiaatated that question . It was, 

11 "Why wasn't the customer billed under the PXT 111inimum 

12 bill provision and why didn't you go bac k and do that?" 

1) A We aade a decisio n, at that time, not t o do 

14 that . It waa not soaething that occurred a long time 

15 after-the-tact. 

16 Q Did the custoaer notify Gulf that he had had 

1 7 a full or partial forced outage on September 2 o r 3? 

18 

19 

A 

Q 

No t at the time that it occurred . 

Did the original sheets of }'Our standby 

20 service tariff become effective on Apr il 1, 1988? 

21 

22 

A 

Q 

Yea. 

And did thia customer sign hio first contract 

23 for standby service in June 1989? 

24 

25 

A 

Q 

That's correct. 

Were the meters i nstal led on th is customer' s 
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1 generator s in February ot 1990? 

2 A I believe that's correct. And during that 

3 interim period ot time, !roa June to February, he was 

4 taking zero, he had contracted for zero standby. 

5 0 Isn't it true that the Commission's Order 

6 17159 on the generic investigation ot standby rates tor 

7 electric utilities, which ia Docket 850673- EU, requires 

8 metering on the generat~ng units ot salt-generating 

9 customers? 

10 A Yea, it does. And !rom the moment these 

11 customer s sign the contract, and in some c ases prior to 

12 that time, we were attempting to get metering on those 

1 3 generators, ~ut it's not aiaple to do that , 

14 particul arly in a plant like this one that is nver 50 

15 years old but baa been recently renovated to some 

16 degree and baa tour generators that need to be tied 

17 together. It's not a siaple matter to get metering on 

18 that customer's generation, particular ly when you 

19 reaember t his ia not the only instance when a customer 

20 is requ j red to allow Gulf Power Company to put meterin0 

21 inside their premises. As Co111111issioner Gunter was 

22 mentioning earlier today when we were talking about 

23 dedicated facilities , it's v~ry important to know where 

24 the meter ia. Well , these are aeters that are 

25 well-beyond our billing meter. They're inside the 
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1 cuatoaer'a plant. And that's not alvays easy to d o. 

2 Sometiaes it is. One of our customers we got the meter 

3 on it, installed the day before the c ontrac t started . 

4 This one we were not able t o do that. 

5 MR. PALECKI: We would ask the l..:omJDission to 

6 take notice of its Order 17159 on the q~neric 

7 investigation ot standby rates . 

8 

9 Q 

CHAIRMAN WILSON: No problea. 

(By Mr. Palecki) Was this customer generating 

10 power tor his own use in April ot 1988? 

11 

12 

A 

Q 

Yea. 

And he has been using his own generation f or 

13 about 40 years, correct? 

14 

15 

A 

Q 

To varying degrees, yes . 

According to the language in the standby 

16 servic e tariff, it was the customer's responsibility to 

17 notify the Coapany of an outage, correct? 

18 A An ~~tage of his generation , and I can't get 

19 inside the customer's head to really know what he wa s 

2v thinking, but I wouldn't be surprised if these 

21 customers didn't think, "I had a problem with fuel, I 

22 didn ' t have a problem with my gnerator . " 

23 Q The point I'm getting at, it was the 

24 c ustomer'• decision as to whether he was taking standby 

25 service, ct~rrect ? 
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1 A Ye. 

2 0 Isn't it true that at your deposition you 

3 testified that the standby servic e kW billed t o r a 

197 1 

4 standby service customer for 1989 represents the a ctual 

5 aaount of standby service taken using the definit ion of 

6 standby and suppleaentary service in your tariff? 

7 A I'• not sure exactly where -- could you r efer 

8 to ae the context of that quote from my deposit ion ? 

9 

10 

11 

12 

0 

A 

0 

That's on Page 71 of you r depositio n . 

Which one? 

March 1990. 

•oueation: Would it be your testimo ny that 

13 the standby .. rvice kW billed tor '89 repr esents the 

14 actual aaount of service taken using the defin i t ion of 

15 standby and supplementary generation aa a tariff? 

16 •Answer: Yes , using the defini t ion that 's i n 

17 the tariff as beat it c ould be determined• - - wi th 

18 criteri a that the tariff -- •with the c riteria tha t 

1 ~ the tariff at the time provided . " 

20 

21 

A 

0 

I still agree with that. 

In your depos i tion you we r e asked it it wa s 

22 yuur testimony that all forced outages were repo r ted to 

23 Gulf , is that c orrect? And I refer t o Page 71, also. 

24 A Where did you ask that? I c an 't see. I ' ll 

25 sure i t's there. 
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1 

2 

3 

Q 

A 

Q 

That's Page 70. 

Page 70? 

Correct, Line 20. Was your answer t o that 

4 question, "No, we have no way of knowing"? 

1972 

5 A That's right, in that old tariff, al l h e had 

6 to do W4S report, or not report . 

7 Q Did you state in your deposition of february 

8 21 that this custo .. r we've beea discussing was going 

9 to sign up tor zero kW ot standby and that it was 

10 reasonable to assume that the customer would not know, 

11 would not in actuality take standby power? 

12 A Well, I think these questions and these two 

13 depositiuns indicate the fluid nature of that 

14 situation. I don't know where you say I said tha~, but 

15 I very well aay have, because a customer did i nitially 

16 sign up tor zero, and later he signed up for 3000, and 

17 a tew day& later moditied that to 7!:>00. 

18 And I think one of the things the Commission 

19 needs to understand in a case like this is t hat 

20 everything that happens on standby is plowing new 

21 ground, particularly with these customers. And it's a 

22 rea) learning process, and they need to bo allowed an 

23 opportunity to get their act together and for us and 

24 the co .. ission to get is act together. We've changed 

25 our taritt three times since we got it in. With a 
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1 moving target like that -- we're trying to ~et it 

2 better, I understand that, but nevertheless, that 

J provides a aoving target tor the customer . 

197 3 

4 Q These next questions refer to expenses whic h 

5 have been reclassified by Gulf as demand rated - -

6 demand related troa energy related . In your deposition 

7 in Docket 881676-EI, you stated that maintenance for 

a coal grinding mills is directly related tc kWh. Is 

9 that correct? 

10 A I said that. 

11 Q And also that maintenance for cooling towers 

12 depends on running tiae. Wouldn't the amount ot time 

13 cooling towers run depend on the kWh to be generated? 

14 A That's true. And I may not have been entirely 

15 accurate on those because you had me way out of my 

16 field. But, I think it you have got those, you wil 

17 rind probably some portion of t .hose are energ-y related 

18 and some portion are deaand related. And in the 

19 context that we were discussing it there, I think that 

20 those are obvious things that might need more spec ific 

21 determination than I could provide to you. I'm not a 

22 maintenance specialist. 

23 Q Since your last rate case , has the Company 

7 4 designated, declared or had a supplemental energy 

2 5 period during which any one of the fo l l owing occurred, 
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1 and I'a qoinq to deacr ~be three separate incidences: 

2 One is Gulf's Syatea territorial aonthly peak hour 

3 demand; two, southern Sy•~•• territorial monthly peak 

4 hour demand; or three, averaqe system fuel lambda tor 

5 the SE period exceeded the averaqe full coat recovery 

6 factor aa ahovn in Schedule E-1 for the applicable 

7 period. 

8 A Absolutely not. 

9 0 How many of the standby service customers take 

10 service on PXT? 

11 

12 

A 

0 

Two. 

Isn't it your position that the standby 

13 service charqea should be baaed on unit costs from the 

14 coapliance rerun of the coat of service study as 

15 described in Order No. 17159? 

16 

17 

A 

0 

Yes. 

How would you resolve the problem that the 

18 compliance cost of service study won 't be completed 

19 before the final aqenda conferenc e and we won ' t be able 

2C to use ayatea unit coat as the approved system rate of 

2 1 return to deteraine the actual i ncrease to standby 

22 service and the standby service rates in accordance 

23 with Order 17159? 

24 A Well, I'm not trying t o be coy, but I d idn 't 

25 say, • could be.• I said, •rt should be . • And I think 
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1 that is a real problem that we have to deal with , and 

2 probably the best thing to do is to look at the cost of 

3 servic e study that's used as a basis tor whatever rates 

4 the Comaission ultimately decides. Obv i ously , it we 

5 get $26 .3 aillion and no changes are made in rate 

6 structure , we can use the one we filed in our c ase. 

7 But, there are enough cost ot service studies in thi~ 

8 case, I think we just need to pick the one that most 

9 clearly represents what the Commission's final decision 

10 is and do the best job we can ot using that to design 

11 the ss rate and then we'll proceed to do a complianc e 

12 otudy. And if the compliance study shows that the SS 

1 3 rate needs to be modified, after our rates go into 

14 effect, do that. We haven't been reluctant to modify 

15 the SS rate up until this point. 

1b Q Does the current inteJ·uptible stl\ndby servic e 

1 7 tar i ff include a s outhern IIC average monthly charge 

18 rate of $7.50 in the calculation of the reservat ion a nd 

19 daily demand c harges? 

20 

21 

22 

23 

A 

Q 

A 

Just a aoment . (Pause) 

Yes . Did you say $7.19? 

$7.50. 

Well , I 'm sorry , I don 't find that number . 

24 I've got a -- are you look i ng at the No Migration study 

25 that we referred to in Staff 's Thirtee .. th Sot ? 
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1 

2 

3 

0 

A 

What nuaber do you find as the IIC charge? 

For IIC, what I see, baaed on the f ootnote 

here, is $5.76. And I all I have is just a work 

1976 

4 paper that has a footnote that says that's what that 

5 nuaber is . 

6 0 When the rate was designed i n 1~89 , d i dn't it 

7 include the charge ot $7.507 

8 A I don't know. I really-- I'll be hon~st with 

9 you, I haven't paid auch attention to this rate bec ause 

10 we don't have any custoaers on it, don't expec t to have 

11 any in a while. 

12 

13 

14 

15 

0 llaa the Coapany proposed eliminating t he 

PX/PXT c'ass in the last ten years? 

A I beg your pardon? 

0 Has Gulf ever proposed eliainating t he PX / PXT 

16 class over the last ten years? 

17 A Unless your aeaory is better than a i ne , we 

18 haven't . I don't know why we would have . 

19 0 For how many years prior to 1980 were there 

20 tour custoaers taking service on the PX / PXT rate 

21 schedul e? 

22 

2 3 

A 

0 

I don't have the foggiest idea. 

I would you agr ee, subj e c t to c hec k , t hat at 

24 least sinc e 1980 , until 1988 , there were t our customers 

25 taking service on the rate c lass, rate s c hedu l e ? 
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1 A Until 19 -- between 1980 and 1988 , four 

2 customers? 

3 

4 

s 

Q 

A 

Q 

Yea, air . 

That sounds reasonable. 

Were there ever fewer than four customers 

6 taking e.ervice on the PF/PXT rate schedule? 

19 77 

7 A Well, I guess there probably was when it got 

a started, because we signed up one, then we s i gned up 

9 another, but I think generally there's been four tv 

10 five on that rat e. 

11 Q Should a dedicated substation be sized large 

12 enough to serve the highest demand the c ustomers 

13 expected co have in any time? 

14 A It should be designed to and installed to 

15 serve the highest demand the customer has contracted to 

16 take within liaitationa of standard sizes o f 

17 transformers . 

18 Q Does your depos ition Exhibit 12, ~othi ch is 

19 Exhibit 511 in this proc eeding , provide data for 

20 substations that were built in 1989? (Pause) 

21 And my next question is, do all of these 

22 customers for whom substations were built 

2 3 A Pardon me , the ans wer to your question 1s 

2 4 yea, but there is a l o t better exhibit than this one t o 

25 give that information. 
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1 Okay, now ask your question. I'm referring 

2 to Staff's Eighth Set o! Interrogatories, Item No. 127 

J Page 2 of 2 a•ended. 

4 Q Without going through my previous question, 

5 do all o! the cuato•era for whom substations were built 

6 in 1989 take service on the SE rider? (Pause) 

7 A I'• having to look !or a version of this 

B exhibit that has the customers' names on it. And that 

9 has their rate on it . 

10 Q I think Exhibit 517 might be helpful to you 

11 on this question. It's entitled "Gulf Power Company 

12 CUstomers on SE Rider.• 

13 A Ok.ay. The substation for customer 1 was 

14 built in 1989, and that customer is on the SE rate. 

15 The substation !or CUstomer 2 was built in 198 9 , and 

16 that cuato•er is on the SE rate. The substation for 

17 CUstomer 3 was built in 1989, and that c ustomer wac on 

18 the SE rate. 

19 Q Now referring back to Exhibit 511, does the 

20 sua of Columna 3 and 4 in that exhibit represent the 

21 de.mand on which the customer is billed for the~e cost s 

22 each month? 

23 

24 

25 

A I've got 15 sheets o! paper here . I don't 

have 511 yet. We're jumping around to much. (Pause) 

Yeah, I've got it here. That's I~te-Filed 
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1 Exhibit No. 12 . Now, what was the quest ion? 

2 Q Does the sum of Columns 3 and 4 ln Exhibit 

3 511 represent the demand on whi c h the customer is 

4 billed for these costs for subs t ations , eac h mo nth? 

5 A I'a not sure I've g o t what you ' re look i n1 at 

6 yet , bec ause I don't ••• anything that says Co l umna 3 

7 and 4. 

8 

9 

10 12? 

11 

Q 

A 

Q 

That's on Page 1 of Exhibi t 5 11 , Page 1 o t 2. 

Ia that my Late-Filed , deposit ion Exhibit No. 

Yea. The last two colu.ans being 

12 

1 3 

supplementary, aaxiaua billing kW . 

A Okay. You're talking about I see . The 

1 4 column are not numbered, and so I d i dn ' t k now wha t you 

,_5 were talking about . Supplementary max billing kW and 

1 6 SS bil l ing kW . Now, what was the que stion? 

1 7 Q Is whether this repre sent s the demand on 

1 8 which the customer is billed f o r t hese cos ts eac h 

19 month. 

20 A Are you l ooking a t customer No. 3? Or , 

2 1 excuse me, are you looking at Answer No . 3? 

22 

23 

24 

25 

Q 

A 

Q 

A 

Excuse ae? 

Are you l ook i ng at Answe r No. J. 

Yes, Answer No . 3, t h e last two columns . 

Okay . Yes , i t doee, except t ha t tha t 's the 
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1 cuatoaer that's also payinq an additional 10 c~nts per 

2 kilowatt. 

3 Q Wouldn't that reflect a substantial 

4 underbilling? 

5 A What do you aean •underbillinq"? He pays for 

6 what he'a got. 

7 Q The kW on which the customer ia beinq billed 

8 is much leas than the capacity ot the substation. 

9 A Well, you need to look -- at the othe r 

10 deposition you asked tor that shows the makeup of that 

11 capacity. 

12 Let'• ~ee. That custoaer hit a aaximun 

13 demand of .25 in Septeaber of '89, or 15,000 in the 

14 other times, and they had -- that 30 megawatts of 

15 c .apacity ia aade up of one tranaforaer that is ratad 

16 base rating aa 20 megawa tts. That'& a standa~d size 

17 transformer, and that customer ia paying for any 

18 additional capacity that he has in his substatio n 

19 beginning in February of '90. 

20 ~ These next questions refer to doc ket 

21 850102-EI , which is Gulf's petition for permanent 

22 iapleaentation of rate schedule SE, supplemental 

23 energy. 

24 Do you recall the recommendation in that case 

25 contains a atateaent that Gulf aqrees that they will 
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1 treat the SE custo~ers as a separate rate class in the 

2 Company's next rate case? Isn't it true that Gulf 

J agreed, prior to that recommendation, that in Hay o! 

4 1987 they would treat the SE customers as a separate 

5 rate class in their next rate case? 

6 A Yea, we did, reluctantly, and that was a bad 

7 decision to do that. And, as a matter of fact, they 

8 now have been separated. Gulf filed its case -- it 

9 didn't say we had to tile our next case that way. It 

10 said it had to be treated that way in the case and they 

11 now have been, even though we don't agree with it. 

12 Q It the SE js made a separate rate class, does 

13 the company prefer two SE rate classes to one? 

14 A First, the Company does not prefer that a 

15 rider be made a separate rate class. I thin.k too much 

16 is being made out of trying to separate out SE. 

17 SE is a rider; that is a very simple thing, 

18 and it was a very innovative rate when it was put into 

19 effect and the Commission approved it as such. And I 

20 think it would be destroyed as far as any effectiveness 

21 is concerned in reducing ~he cost to our customers l f 

22 it were so rigidly structured as a separate rate cl3ss 

23 that customers had to sign up for a certain period of 

24 time and then get off of it . 

25 Whereas, a rider allows the flexibility that 
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1 was intended in the rate schedule , the rider schedule , 

2 to allow the Company to let c uetomera get on this 

3 rider. They atill get billed under the standard rate . 

4 The only thing, they do not have to pay a demand charge 

5 during a deaignated SE period . It's a flexible TLU 

6 rate. And we think that it wou ld be bad e nough to make 

7 it one SE rate achRdule, but to make it two, you might 

8 as well forget about it and do away with ana of the 

9 most innovative rates this Commission has ever 

10 approved. 

11 Q If there ia a PXT SE rate schedule with a 

12 maximua deaand charge billed on aetered maximum demand 

13 and set equal to the distribution unit cost, should the 

14 on-peak billing demand or maximum billing deman~ be 

15 used to calculate the load !actor requicemeut for the 

16 rate schedule? 

17 A The load factor !or customers that are on the 

18 SE rider and on any variation you aight make of tha~ . 

19 should be calculated based on deaand set during a 

20 non-SE period because that's what you want to do. 

21 I heard somebody say earlier that a customer 

22 had 105\ load factor. It you don't use the demands in 

23 the SE period, hey , that's great , that's what we 're 

24 aft er. I'd like t or it to be higher than that, bec ause 

25 that says they're using energy i n the nonpeak period 
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J and are not purchasing during the peak period, and 

2 that's exactly what that rider was i ntended to do. 

3 Q Whic h deaand would Gulf want to use for the 

4 size qualification for the rate? 

5 

6 

A 

Q 

It could still be the non-SE demand. 

Did the Company allow rec reat ional lighting 

7 load to transfer from the othentise applicable rate 

8 schedule to OS-3 aince the Company's last rate cas~? 

9 

10 

A 

Q 

Yea . 

Were you aware that in 1981 and 193 2 the 

11 Commission eliminated special rates t or sports fields, 

12 poultry faras and municipal service? 

13 A Yea, and ~hat's the reason we let them 

14 transfer the OS-3 rat e . It was not a special rate for 

15 them. 

16 Q Does your deposition , Exhibit 19 , which is 

17 Exhi bit 530 in this proceeding, show the revenue saved 

18 by some rec reational lighting customers who transferred 

19 to OS-3? 

20 

21 

A 

Q 

Yea. 

Is there a break-even point for the GS and 

22 GSD classes such that all customers with load factors 

23 lower than the break-even po int would get a lover bill 

24 it they took aervice on GS ? 

25 A Yea, thero is. 

FLORIDA PUBLIC SERVI CE CO~ISSION 



1 Q 

1984 

And customers with load factors higher than 

2 the break-even point vould find it cost effective to 

3 take service on GSD? 

4 

5 

A 

Q 

That's right. 

Isn't it true that allc wing customers to opt 

6 tor GS and GSD would result in rate cl~sses that are 

1 more hoaogeneous with respect to load fac tor and 

8 coincidence factor, which are important cost causing 

9 characteristics? 

10 A Yes, it would. However, that subject needs 

11 to be approached with caution, because right now, on 

12 the basis of our rates that were originally proposed in 

13 this locket, without any consideration tor that 

14 question, the break-even point is about 1~\ l ~ad 

15 factor, which is too low. What that ~auld mean is we 

16 would have a rush or GSD custoaers to the GS rate, and 

17 we would have to put a lot of demand metwra on those 

18 customers -- excuse me, I said that backwards. 

19 Let ae look at this chart. The break-e,en 

20 poi~t is now about 15\. And so we would have a rush of 

.! 1 relatively load factor GS customers off ot GS onto GSD. 

: 2 I'll get that right this time . And, therefore, we'd 

23 have to put a l ot of meters on these customers, and we 

24 don't know what the revenue effect ot that is because 

2~ we don't have demand records on these GS customers at 
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1 t .hia time. 

2 The reason that would be the case is that the 

3 GS rate is really higher than its cost right now, 

4 substantially, ao. And it aight be as a result of this 

5 case that the GS and GSO rates c ould be designed so 

6 that you could eliainate that , and ! r ankly , I ' d like to 

7 see that done, but at the present 15 \ break point, 

a that's too low. 

9 Q If RS and GS were equal at the present rates , 

10 what would the break-even point be between GS and GSO 

ll be? 

12 A We have not looked at that. It would raise 

13 it substantially, but I don't know what it would be. 

14 Q Would allowing customers t o opt tor CS solv r 

15 the problea of the appropriate rate t o r re~reational 

16 lighting, churches and other low load !actor customers? 

17 A It would be a substantial help . And I think 

18 that given the appropriate relationship between GS and 

19 GSO, that that would be a good move. 

20 Q These next queotions refer t o rate mi grat ion. 

21 Are you aware that since the Stat! started c alculati ng 

22 the rates in 1983, the utilities h~ve all done one 

2J analysis tor migrations between rate classes due to 

24 changes in rate struc ture as a result of the rate case ? 

25 A No. I was not aware of that. But that would 
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1 be a step in the right direction to allow the utilities 

2 to do one aiqration study. But you really need to do 

3 at least one aore because as a re3ult of that 

4 aigration, you need to redesign rates and check it 

5 again. 

6 0 Isn't it true that the revenues a t present 

7 rates in the rate case tor a qroup ot customers who 

8 will aiqrate froa one r~te class to another r ate class 

9 as a result of a rate structure change in the 

10 proceeding are baaed on the rates of the class in which 

11 the aiqrating cuatoaera are currently taking service; 

12 in other words, the class from which they are 

13 migratinq? 

14 A Y-. 

15 0 Will the cost ot service have been run tor a 

16 group of aigrating custoaers to determine their actual 

17 cost to serve before the agenda when the final design 

18 of the rates auat be completed? 

19 A ! f you're asking aga i n about the compliance 

20 study, no, it will not be done before that. 

21 0 The next questions concern the Company's 

22 proposed street and outdoor lighting rates. Was 

23 Late-tiled Exhibit No. 16 ot your second deposition 

24 prepared by you or under your supervision? I believe 

25 this is EXhibit 499 in this proceeding. 
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Yea, it was. 1 

2 

A 

Q And that Exhibit shows Gulf's prcposed rates 

3 f or street and outdoor lighting? 

4 

5 

A 

Q 

Yea. 

Would you agree that ln establishi ng the 

6 energy charge tor each ot the fixture& in OS-I and 

7 os-2, that such charges should be set so that they 

8 recover the nonfuel energy-related , deaand-~elated and 

9 customer-related costs at the class-approved rate of 

10 return? 

11 A Like the design of other rates, I think that 

12 that certainly ia the beginning point that you would 

13 use for aeteraining these charges . There may be 

14 adjustments that have to be made to maintain a proper 

15 relationship with present rates and among the fixtures 

16 on these schedules, but that certainly would be the 

17 place you start. 

18 Q Was this, in fact , the methodology used t o 

19 develop the energy charges in your proposed rates? 

:! 0 

21 

A 

Q 

Yea. 

Was the response to Item No . 14 3 in Staff's 

22 Eighth Set of Interrogatories prepared by you or under 

23 your supervision? This is Exhibit 523 . (Pause) 

24 

25 

A 

Q 

I have that. 

And this exhibit indicates that maintenance 
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1 and adainistrative and general expenses allocated to 

2 os-1 and OS-2 in the cost of service stuay t o tal 

3 $826 ,000 , correct? 

• 
5 

A 

Q 

Yes . 

Should the aaintenance c harges be desi1ned i n 

6 such a aanner that they recover these costs? 

7 

8 

A 

Q 

Yes, they should, to the extent possible. 

Do you agree that after developing the energy 

9 charges, maintenance charges, and the additional 

10 facilities charges, that the remaining street and 

11 outdoor lighti ng requireaent should be recovered 

12 through the fixturo charges? 

13 A Yea. Again, it the result that you get make s 

14 sense with regard to your transition from previous 

15 rates and the relationship among the light fixtures. 

1 6 Q Were the revised work papers showing the 

17 calculation ot the proposed outdoor and stree t l i ghting 

18 maintenanc e and fixture charges submit t ed by Wayne 

19 Jordan under cover letter dated May 14 , 1990 and 

20 prepared under your direction? 

21 

22 

A 

Q 

Yes, they were. 

That's Exhibit ~27 for this proc eeding . Do 

2 3 Pages 2 and 3 of this exhibit show the results o f the 

2 4 street and outdoor lighting engineering studi es? 

25 A I'm sorry, would you repeat tha t ques tion? 
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1 Q Do Pages 2 and 3 show the results o! the 

2 street and outdoor lighting engineering studies? 

Yes. It does. 3 

4 

A 

Q Do these pages contain maintenance charges 

5 which are based on the total operations and maintenance 

6 cost ot the lighting fixtures as determined by the 

7 engineering studies? 

B 

9 

A 

Q 

Yes. They do. 

And these studies also contain fixture 

10 charges which are basdd on the total incremental 

11 installed cost ot each fixture as determined by the 

12 engineering studies? 

13 

14 

A 

Q 

Yes. 

Would you agree that these maintenance an~ 

15 fixture charges, when applied to the 1990 test year 

16 billing deterainants, generate aaintenance and fixture 

17 revenues which are in excess o! those reve1wes 

18 allocated tor maintenance and fixtures in the cost of 

19 service study? 

20 

21 

A 

Q 

Yes. That's true. 

Does the bottom line figure o! $440,364 on 

22 Page 4 ot this exhibit , which is labeled "Reduced Total 

23 Fixture Charge By," does this represent the excess 

24 amount? 

25 Yes . And I think you read that, "Reduce 
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1 Total Fixture Charge By,R is correct and I believe 

2 there ' s a couple of words missing on that s chedule . It 

3 should say, "Reduce Total Fixture and Mai ntenance 

4 Charge By,• and affect everything but the energy . 

5 Q In developing your proposed rates, were 

6 adjustments aade to the engineering study aaint!'nance 

7 f ixture charges •o that the proposed rates collected 

B t he amount of revenue indicated in the co6t of service 

9 study tor these charges? 

10 A That's correct. 

11 Q Do the works papers on Pages 5 and 6 o f the 

12 eKhibit show these adjustments? 

13 

14 

A 

Q 

Yes, they do. 

Could you briefly expla i n the manner in wh ic~ 

15 the adjustments were made? (Pause) 

16 A Well , it ' s sort of a complicated process. 

1 7 But it you look on the page that s hows the ad j ustment 

18 per fixture, you can see the amount that the fixture 

19 wa:: adjusted. And, essentially, the amount is proraten 

20 over the fixtures on a percentage basis so that the 

21 revenue comes i n on tar get. 

22 Q Was Late-tiled ~xhibit No . 14 of your 

23 deposition prepared by you or under your supervi sion? 

/ 4 

25 

A 

Q 

Yes, it was. 

And does this exhibi t contain the estimate o f 
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1 the os-2 additional facilities revenue f or 1990 

2 t o taling $424,048? I refer you to Exhibit 52 4 . 

3 A Yea, it doea, uh-huh. 

1991 

4 Q Could you briefly explain the manner in which 

5 this estiaate was calculated? 

6 This was basically c alculated in the manner 

1 that is ahovn on Page 1 ot that exhibit where we have 

8 the breakdown ot additional facilities charges tor eac h 

9 o ne of the three rates, or each one of t he three 

10 sections of-- (Pause). 

11 We have a report from each one of t he 

12 divisions that shows what's retorred to as the 

13 un.ete.red rate report; the additional facilities, by 

14 d ivisions, by light . And that is the second page, I 

15 guess, really, is the best place t o go, o! the 

16 Late-tiled Exhibit No. 14. And those reports off o f 

17 our billing records added up and t hen, i n addition to 

18 that, there is $605 that has to be added to it for some 

19 spec ific poles. But it comes basically of! or out 

20 meter recorda tor each one of the divis ions. 

21 Q currently Gulf's OS tariffs contain a monthly 

22 addit ional facilities charge of $2 . 00 for each 30-foot 

23 wo od pole and $4.50 tor each concrete pole. I s Gulf 

24 proposing changes to these charges in this rate case? 

25 No. 
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1 Q 

1992 

Prior to 1982, were customers who required 

2 additional facilities billed a monthly 6mount equal t o 

3 the cost of those facilities multiplied by a fixed 

4 carrying charge? 

5 

6 

A 

Q 

That's correct. 

Do theeo pre-1982 customers c ont 1nu e t o pay 

7 for their additional facilities in this manner today? 

8 

9 

A 

Q 

'{as , they do. 

Would you agree then that these c ustomers are 

10 not paying for their additional facilities, wood and 

11 concrete poles, in the manner set forth in the tariff? 

12 A I belie ve, and I don't have that 1982 order 

13 before ae, but I believe that there was a provision 

14 that this pole charge would apply only to c ustomers 

15 taking service after that time, because of the 

16 difficulty and expense of trying t o g o bac k and s e arc h 

17 records and find all the customers that were pay i ng f or 

18 the specific types of poles that had been put in sinc e 

19 year one, up until 1982; that it was muc h mo re cost 

20 effective just to start charging all c u s t omers at tl.at 

21 time tor the pole charge. And u l tim.ately, they 'll all 

22 get that way anyway, bec ause who knows how many that 

2 3 were in service prior to 1982 still have their servic e. 

24 Q Would you agree then that Gulf do e s n ' t know 

25 how aany wood and concrete poles are in place t o serve 
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1 these custoaers? 

2 That's correct, other than the ones we are 

3 charging the pole charge !or . 

Q Now, beginning in 1982 through the present , 

5 has Gulf billed new customers t or wood and c onc rete 

6 poles dedicated to additional facilities based on the 

7 tariff rates for those poles? 

8 

9 

A 

Q 

Yea. 

Do Gulf's recorda reflec t the number o r wood 

10 and concrete poles on which additional faci lity charges 

11 are being collected !or those customers who acquired 

12 them since 1982? 

lJ It doe£ . It's not easy to tir.d , but we h~ve 

1~ it, it's there. It's not ever printed out on a 

1 5 specific report, but it is in the internals of the 

1 6 computer recorda. 

17 Q Was Late-tiled Exhibits No . 4 and ~. which is 

18 Exhibit 500 !or this proceeding, prepared by you or 

19 under your supervision? 

20 Yea. 

21 Q On Page 2 o f this exh ibit shows the quantity 

22 ot units which exist t o provide the additional 

23 facilities revenue projected for 1990. Would ~ou 

24 agree, since Gulf doesn't know how many poles exist tor 

25 which additional facilities are being collected , what 
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1 the quantities of poles shown is and that the 

2 quantities are only estimates in that exhibit? 

3 A That's true. In tact , that's the case of 

4 everythinq in this case because it' s on a projected 

5 test year. But this is our best estioate of that. 

1994 

6 Q Would you agree that it ' s rtitti cult t o design 

7 coat-baaed rates tor the additional facilities pole 

8 charges without knowing how aany poles exist tor the 

9 additional facilities? 

10 A Absolutely. That's the reason we 're trying 

11 to devise a manner ot getting that i nformation out so 

12 that we know -- but I think at this stage, !rom what we 

1 3 know and the way this estimate was made , that this is a 

14 -- tor purposes of this case, that th i s is a r easonabl e 

15 estiaate. 

16 Q Would you agree that it would be difficult to 

17 calculate the revenue impact of a change 1n the rates 

18 charged tor poles it it just isn't known how many poles 

19 exist tor additional facilities? 

20 A Certainly. We're not proposing to change the 

21 rate tor the poles. 

22 

23 Counsel? 

24 

25 

COMMISSIONER EASLEY : Are you l eaving that, 

MR. PALECJCI: Yea. 

COMMISSIONER EASLEY: Kr. Haskins, did Gulf 
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1 participate in the underground utility doc ket? 

2 

3 

WITNESS HASKINS: Yes. 

COMMISSIONER EASLEY: Did you provide 

4 information as to projected cost ot undergrounding 

5 versus overhead? 

6 WITNESS HASKINS: Yes, we did . I did not 

7 personally participate in that , but I am somewhat 

8 familiar with it. 

199 5 

9 COMMISSIONER EASLEY: Do you know wheth~r o. 

10 not it was -- in the event cost intormatlon was based 

11 on the replacement ot poles , including wooden poles? 

12 WITNESS HASKINS: As I recall , that cost 

13 inforaation that was provided in that docket, it wa s 

14 based on specific cases that were in ef!ec t, 

15 hypothetical cases o! substation layo uts. 

16 COMMISSIONER EASLEY: You didn' t try to take 

17 current inventories and project replacecents, either in 

18 total or by subdivision or by area? 

19 WITNESS HASKINS: I wish I cou l d help you on 

20 that , but you've just gotten beyond my threshold of 

21 information about that, what we did in that docket. 

22 COMMISSIONER EASLEY: Well , kind of beyond my 

23 memory threshold. I was hoping you were going to iog 

24 my aemory on that a little bit . 

25 WITNESS HASKINS : Well , I wish I CC. ·J l d, but I 
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1 did not, because of these rate case proceedi ngs, I did 

2 not participate in that docxet as hea~ily as I 

3 otherwise would have. 

• 
5 

6 

7 

8 

COMMISSIONER EASLEY : My problem i11 l : m not 

sure I'a the right coapany , but i t aoemed 

to ae there was aore in!oraation available i n that 

docket than apparently -- and I don't know whether it's 

because of the projected teat year or just different 

9 basis for the information. I'm having troublo puttinq 

10 the two together. 

11 WITNESS HASKINS: Ther e is one ditfE,rence 

12 here . We are t.alking about spec it ically poles that are 

13 used only for outdoor lighting, and outdoor lighting 

14 only; whereas, in the underground docxet you would nave 

15 been talking about all poles L~at are used tor 

16 distribution. These would be poles that are used 

17 solely tor outdoor lighting, would not have any other 

18 lines or transformers on them . 

19 COMMISSIONER EASLEY: That brings up ~nother 

20 question because there was another disc ussion in that 

21 underground docket as to the tac t that the l i ghting 

22 poles would remain. ¥.aybe that's where I'm qetting 

23 contused. 

24 WITNESS HASKINS : It might be, and that is 

25 certainly true, they don ' t have a good way of putting 
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1 liqhts on the curbs yet. 

2 COMMISSIONER EASLEY: I just thought we had 

3 better nullbers. Thank you. 

4 CHAIRMAN WILSON: Let me ask you something. 

5 I'a lookinq at your taritt on outdoor liqhtinq on Paqe 

6 19 ot the tariffs attached to your testimony . 

7 

.a Okay. 

9 

10 

11 

12 

WITNESS HASKINS: Just a moment, please, sir . 

CHAIRMAN WILSON: Do you see where I am? 

WITNESS HASKINS: Yes. 

CHAIRMAN WILSON: I think that's OS - ­

WITNESS HASKINS: That's OS-2, which is 

13 qeneral area liqhting. 

14 

15 

CHAIRMAN WILSON: Riqht. 

WITNESS HASKINS: At the top ot the page . It 

16 starts on OS-3 at the bottoa. 

17 CHAIRMAN WILSON: Riqht. rr a c ustomer comes 

18 to you and says they want one ot these , wha t ' s it goi ng 

19 to cost thea a aonth? Am I readinq tnis correc tly , 

20 that it would be, tor a mercury vapor, 7000 lumen, 

21 $3 . 75? 

22 WITNESS HASKINS: That's correct , plus the 

23 tuel cost adjustment. However, we d on't install 

24 aercury vapors any.ore. 

25 CHAIRMAN WILSON: All riqht , let' s g o bac k t o 
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1 high pressure sodiu. vapor. 

2 WITNESS HASKINS: Let's go back to the 

3 previous page, and our aost popular light i s ~he 8800 

4 lumen, high-pressure sodium vapor, wh ich is $3.52 , plus 

5 the fuel cost adjustment per month . 

6 CHAIRMAN WILSON: All righ~ , and that 

7 includes what, inatallation of pole? It inc ludes the 

8 lamp? 

9 WITNESS HASKINS: In this partic ular c ase all 

10 it includes ia -- this would be on an existing pole, So 

11 that would include only the lamp and fixture and 

12 aaintenance. 

13 CHAIRMAN WILSON: Maintenance including i! 

14 the bulb burna out you replace the bulb, and all that? 

15 

1 6 

WITNESS HASKINS: Tha~'s right . 

CHAIRMAN WILSON: How , if they don't have a 

17 pole and they want one , is that what's going t o cost S ~ 

18 a month ? 

19 WITNESS HASKINS : That's right. So as you 

20 can imagine, we don't get a lot of f o lks that get the 

21 smaller lights put on a pole just specifically tor that 

22 purpose. 

23 

24 

2 5 

CHAIRMAN WILSON : Plus the fuel c harge? 

WITNESS HASKINS: Yes, sir. 

CHAIRMAN WILSON: These are al l metered? 
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5 

6 

7 

8 

9 

10 

1999 

WITNESS HASKINS: No, sir, they are not. 

CHAIRMAN WILSON: How do you calculate the 

fuel charge? 

WITNESS HASKINS: You see the lamp wattage 

colWDn there? 

CHAIRMAN WILSON: Uh-huh. 

WITNESS HASKINS: For the 8800 lwaen lamp, 

that'• 116 watt•? 

CHAIRMAN WILSON: Uh-huh . 

WITNESS HASKINS: That's multiplied times t~6 

11 annual burning hour• ot 4200 -- I believe it's a number 

12 close to that -- to arrive at the annual kilowatt hours 

13 that' • ch vided by 12 -- one aoaent. I' • raot sure 

14 whether we divide that by 12 or have a aonthly pro 

15 ration. (Pau•e) I'• just told to aove over one co l umn 

16 and you •ee the ••tiaated kilowatt hours. They would 

17 pay the fuel charge on 40 kilowatt hours a aonth , p l us 

18 the ECCR al8o. 

19 CHAIRMAN WILSON: So does that make it a 

20 fixed charge? 

21 WITNESS HASKINS: No, because -- well, it 

22 would be fixed for six aonths. 

23 

24 

CHAIRMAN WILSON: Six aonthR? 

WITNESS HASXINS ~1d then i t will vary alight 

25 with the fuel adjustment, which would not be muc h en 40 
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1 kilowatt hours . 

2 CHAIRMAN WILSON: Right . Al l rig ht , now, c an 

~ a customer get that saae rate -- well , obv locsl y , he 

4 c an get it, you say , put o n an ex i st i ng pole . Is tha t 

5 your existing pole or their ex i st ing pole ? 

6 

7 

WITNESS HASKINS: It ' s ou r exist ing pol e . 

CHAIRMAN WILSON: What happens it they put lt 

8 on t heir own pole? 

9 

10 

WITNESS HASKINS : It they --

CHAlRMAN WILSON: Would you pu t one ot your 

11 laaps on soaebody else's pole? 

12 WITNESS HASKINS: We will not put one ot our 

13 lamps on soaebody else's pole tor safe ty reasons, out 

14 it t hey have a lamp that c onforms t o our s pe c ificat ions 

15 and that's provided over on the next p age - - and 

16 would use the saae wattage and kilowatt h ours a s our 

17 l amp would, we' l l charge them j ust the energy cha rge. 

18 It t hey have a spec ial light ot s o me s or t, whe r e we 

19 d on ' t k now exactly what the watt age l & and t h e r efore 

20 the kilowatt hours and how i t might burn or whatever, 

21 we charge a monthly rate o f 2 .63 cents a kilowatt h our. 

22 To my knowledge --

2 3 

24 ahead. 

25 

CHAIRMAN WILSON: How d o you - - I'm sorry , go 

WITNESS HASKINS : That's all r ight. 
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2 

CHAIRMAN WILSON: Is that metered? 

WITNESS HASKINS: The 2.631 cents per 

2001 

J kilowatt hour would be baaed on the estimated uaage of 

4 tho unit, and if we weren't real sure what to expect it 

5 to do, we might put a aeter out there as a check meter. 

6 But it is intended to be based on the est .. mated usa9e. 

7 CHAIRMAN WILSON: If I'• a residential 

8 customer and I live out in the -- got some land and I 

9 want to put one out there, I can put up a po le , I can 

10 put up a la•p and you'll charge •e, if it's comparable 

11 t o what you're putting in, which is the 8800 lumen , I 

12 basi cally pay the energy charge? 

lJ WITNESS HASKINS: That ' a right , pay the $1. o 5 

14 energy charge. 

15 CHAIRMAN WILSON: Does this same rate apply 

16 to co111111ercial or industrial or anyone alae? 

17 

18 

19 

20 

WITNESS HASKINS: Yea. 

CHAIRMAN WILSON: Anybody qualifies for that? 

WITNESS HASKINS: Anybody. 

CHAIRMAN WILSON: And it's not meta red? They 

21 pay it baaed on --

22 WITNESS HASKINS: They pay it based on that 

23 wat tage. 

24 CHAIRMAN WILSON: What that wattage and what 

25 the estimated kWh usage can poss ibly be using that lamp 
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1 burning basically all the time? 

2 WITNESS HASKINS: That's right . That's 

3 right . And it's up to them to maintain and see that it 

4 does continue to burn. 

5 CHAIRMAN WILSON: What does one ot those 

6 l amps cost? 

7 WITNESS HASKINS: Well , tor a customer-owned 

8 lamp the cost can vary widely because you can go to a 

9 hardware store and probably buy one !or $30, something 

10 like that. The ones we put in cost more bec ause we 

11 don't want to have to go out and maintain them all the 

12 time. (Pause) I think our t ixtures , it they buy one 

13 just like we would put in, it would cost about $1 00. 

14 CHAIRMAN WILSON: Mr . Gunter wants to know 

1S how many people you have sneaking out the~e and hook ~ ng 

16 their houses up to your pole attachAent there? 

17 WITNESS HASKINS: We have people that look 

18 out tor that. 

19 

20 

CHAIRMAN WILSON: What does a pole run? 

COMMISSIONER GUNTER: At that kilowatt hour 

21 rate, you know, I'd want to have my h ouse on the 

22 downstream side ot the meter you put up there. I'd 

23 purposely put up a tunny light. 

24 WITNESS HASKINS: We have to watch that . 

25 CHAIRMAN WILSON: What is the cost o ! a pole? 
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2003 

1 WITNESS HASKINS: I'a not sure. It's 

2 probably in our work papers what the cost o~ a pole 

3 installed is. Right offhand I really don't know , by 

4 the time you get one installed, what the cost is. 

5 COMMISSIONER GUNTER: While he ' s looking, 

6 does that $100 for the light, does that include the 

7 drop to the house, or to the source? 

8 WITNESS HASKINS: That's an estimate j ust 

9 what the fixture cost is. (Pause) our current un t t 

10 cost in the ground for a 30-foot wood pole is $121.42. 

11 

12 

13 

14 

CHAIRMAN WILSON: And that's the same pole 

you charge $2 a month for? 

15 rate? 

16 

Win:~ss HASKINS: That's correct. 

COMMISSIONER GUNTER: Is that a compensatory 

WITNESS HASKINS: I would think -- let'G see, 

17 that would be $24 a year, and it you assumed a 20\ 

18 fixed charge rate on that $121 pole, that would be $24 

19 a year . 

20 COMMISSIONER GUNTER: Well, you're 

21 depreciating it, too. 

22 WITNESS HASKINS: I would include the 

2 J depre~iation in that fixed charge rate. It might be a 

24 little higher than 20\. 

25 COMMISSIONER GUNTER: So that's a break-even 
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1 itea. 

2 WITNESS HASXINS: Well, your fixed charge 

3 .:ate has got a return in it. I'm not sure that the 

2004 

4 fixed charge rate on a pole would be 20\. It might be 

5 a little higher than that, I don't know. But It's in 

6 the appropriate range, anyway. 

7 CHAIRMAN WILSON: Is that all the costs that 

8 are associated with custoaer-inatalled lighting, would 

9 be they would have to put in the pole, they would have 

10 to buy their own laap, and then you'd charge them 

11 energy charge? 

12 WITNESS HASKINS: That ' s right. 

13 CHAIRMAN WILSON: What's the connectlon fee 

14 going to be? 

15 WITNESS HASKINS: They would have to pay $16 

16 (Pause) There is no connection fee for os. 

17 CHAIRMAN WILSON: No connection fee ? Even i i 

18 the customer installs the pole and the light? 

19 

20 before. 

21 

WITNESS HASKINS : I hadn't thought about that 

COMMISSIONER EASLEY: I don't know why you 

22 sell any lights. 

23 WITNESS HASKINS: one of the considerations 

24 that's a little bit different fro• this rate than the 

25 others is that there is a term of contract, it's 
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1 specifically spelled out in this tariff f or these 

2 lights. 

2005 

J CHAIRMAN WILSON: for the Coapany-supplied 

4 lights and poles or for custoaer supplied lights and 

5 poles? 

6 WITNESS HASKINS: For any aervice under thi11 

7 rate schedule. 

8 

9 term? 

10 

1 i 

12 

CHAIRMAN WILSON: How long is that contract 

WITNESS HASKINS: It's on Page 20. 

CHAIRMAN WILSON: Five years . 

WITNESS HASKINS: And it'a rare that we get a 

13 custoaer that want• us to eiaply provide energy. In 

14 fact , I'a not sure we have any that are do ing that. 

15 Because usually they don't want to have to be involv~d 

16 with t he aakin9 of the fixt:ure . That's one of the m.ain 

17 things they want to get it fro• us for, they can put it 

18 up and forget about it. 

19 CHAIRMAN WILSON: Well, one of L;e reason I ' m 

20 asking you this question is I want to know why. Is it 

21 just because it ie a bothe r, or is it because what 

22 you're charging is eo damn low that nobody can afford 

23 -- it wouldn't be wor~hwhile f or t hea to put that their 

24 own pole. That's kind o f a sanity check to see if 

25 you're charging the right rate here. 
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1 WITNESS HASKINS: You find people that put 

2 lights like thia up, but aost o! the tiae they put them 

3 on the aide o! a barn or on the aide o! a house and 

4 they don't put up a separate pole tor it, so it gets 

5 hooked into their own energy usage !or their house or 

6 coJIIJilercial establishment. The vast aajority of the 

-. cases, when ao•ebody wants a liqht on a pole, they want 

8 us to put it in. 

9 CHAIRMAN WILSON: Well , 1! they hooked it to 

10 the aide ot their barn, what are they paying , what's 

1 1 the kWh charge !or that going to be? 

WITNESS HASKINS: They would have to hook it 

1 3 into their, whatever service they had going into the 

1 4 barn. 

15 CHAIRMAN WILSON: And that's going to run you 

1 5 about what, these days ? 

WITNESS HASKINS: The qeneral service rate 

11 would be about 6 cents a kilowatt-hour , 6-1/2 cents a 

19 kilowatt-hour. 

20 CHAIRMAN WILSON: Can I have a pole install~d 

2 l in ay livinq rooa? 

2 l COMMISSIONER EASLEY : How hiqh is your 

2:1 ceiling? 

WITNESS HASKINS: Well, the reason the enerqy 

25 is so low on thiA liqht, keep in aind that when you 
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1 have an energy rate, an energy only rate, that you're 

2 recovering both your deaand and energy c harges through 

3 that rate, and theae custoaera, being contro l led 

4 lighting, are generally off-peak, and so they have ver y 

5 little deaand coat allocated to them , and that '~ the 

6 reason that energy price is as low as it ia. Whereas 

7 the general eervice claea, which is the 6, 6-1/2 c ents 

8 per kilowatt-hour I vae talking about, that class i o 

9 one that hae demand coats allocated to i t and that 

10 demand coat, as it is in the residential c lass, is 

11 recovered through the energy price. But this has very 

12 little demand coat allocated to it and that's the 

13 reaaon the energy price ia as low as it is . 

14 CHAIRMAN WILSON: What is your -- you otter 

15 an off-peak rate? 

16 WITNESS HASKINS; Yes, we have time o f use 

17 ratec as alternatives to all of our clas s es of 

18 customers, as well as the rate SE that's been disc uss ed 

19 so much as an off-peak. 

20 CHAIRMAN WILSON: What is the resident i al 

21 off-peak rate? 

22 WITNESS HASKINS: And I'll talk about o ur 

23 present rates, I guess, would be a better 

24 

2 5 

CHAIRMAN WILSON: Yeah. 

WITNESS HASKINS: The on-peak c ha rge i s 7.79 
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1 cents per kilowatt-hour. And the off-peak charge is 

2 1.378 cents per kilowatt-hour. 

3 

4 does it? 

5 

CHAIRMAN WILSON: That doesn't include fuel , 

WITNESS HASKINS : Plus fuel cost and ECCR, 

6 that's right. And on a proposed basis, it you want to 

7 compare directly to 2.631 that's in this outdoor 

8 service rate, you can turn back to Page 28 of the 

9 schedules you're looking at and that's comparable 

10 proposed rates. 

11 So you can see that in the off-peak period 

12 it's still considerably less than this e nergy price on 

13 os, which •ould indicate there is no demand component 

14 in the ott-peak period on the RST rate. So I guess if 

15 you were on the residential time-of-use rate , and had a 

16 light hooked into your ~ain service, that you wou ld pay 

17 less for it than you would if you're tying it under the 

18 OS rate. 

19 CHAIRMAN WILSON: And there is no connection 

20 tee associated with the outdoor lighting? 

21 

22 

WITNESS HASKINS: No. 

CHAIRMAN WILSON: Were there any other 

23 charges at all? I mean the only thing I would pay , if 

24 I ordered it from you , would be the $2 . 00 a month plus 

25 the approximately $3.52 and that's it. 
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1 WITNESS HASKINS: 

20:l9 

Plus tuel and ECCR , wh ich 

2 you woul d paid on that nUlllber o ! kilowatt hours , 

3 regardless ot the rates you bought it under . 

4 CHAIRMAN WILSON: Right . And i t I bought my 

5 own light and I hooked it to my barn or hooked i t on to 

6 a pole , the only thing and it you d i rec tly connected 

7 that a nd I didn't run it through •Y regular service, i t 

8 would cost ae the energy charge, and the re e re no other 

9 charges applic able to that? Energy char ge plus tuel 

10 and ECCR? 

11 WITNESS HASKINS: Right. 

12 CHAIRMAN WILSON : There a re no other c harges 

13 associated with that? 

14 

15 

1 6 

WITNESS HASKINS: No. 

CHAIRMAN WILSON : ( Pause ) Okay . Thanks. 

MR. STONE: Coaaissioner , it we're go ing on 

17 to a ditterent subject, aight it be a n appropria t e t ilDe 

18 to take a short break. 

19 CHAIRMAN WILSON: Sure . Let ' s t ake about a 

20 ten ainute break. 

21 

22 Q 

(Recesa ) 

(By Mr. Palecki) Mr . Haski ns, do you have 

2 3 any corrections to t he amount ot investment in 

24 Interrogatory No . 127 o f Stat! ' s Thirteenth Set ? This 

25 is Exh i b i t 517 . (Paus~) 

FLORIDA PUBLIC SERVI CE COMMISSION 



1 

e 2 

3 

4 

5 

6 

7 
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10 

11 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2) 

24 

25 

2010 

A Yea. 

0 And what is the correction? 

A The cuatoaer No. 5 inforaation needs t o bb 

corrected. Well, actually, we have filed a.aended data, 

it aay have been filed too late !or you to be able to 

get it. We tiled an aaended statement on June 6th and 

if you would like, I'll read those nuabera into the 

record. 

0 Has it been tiled? 

A Yes. 

0 What we're driving at is approximately the 

fixed carrying charge rate tor &ubstations. 

A Itea 127? 

0 I'a sorry. That's only two changes, correct, 

the data that is corrected? 

A We're talking about Item 1~7, which is the 

customers' list, list or customers on SE ri1er? 

0 Correct. 

A Yes. The in!oraation tor cust omer No. 5 was 

corrected on an aaended tiling on June the 6th, for the 

installed coat, the acc umulated depreciation and the 

net plant . 

0 Please read the correction into the record. 

A All right. First , the year installed should 

be c hanged froa 1971 to 1954. 
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1 The installed coats should be $31, 753.93. 

2 The accumulated depreciation is 28 ,033. 19 . Giv ing a 

3 net plant of 3,720 .74. 

4 Q What , approxiaately, is the fixed c arrying 

5 charge rate tor substations? 

6 A I ' m not sure. It you're referring t o the 

7 entire to a substation, I aay be able t o get that 

8 intoraation. But this particular information I just 

9 read ott and corrected tor you is not a substation; 

10 that is strictly a connection point at 115 kV and is 

11 primarily aetering. 

12 Q Well, not referring to that, just to 

13 aubatat. ... ona in general, do you have a fixed carry i · •~ 

14 c harge rate; and it so, what is it? 

15 A Yea. I don't know what tnat is. I do n 't 

16 have those fixed charge rates with me . 

17 

18 

Q 

A 

And what witness would be cognizant of that ? 

I don't think any witness would . We c ould 

19 provide the information, but no one would have that 

20 intorm~tion available right now . I can bring i t bac k 

21 with me when l come back on rebuttal. 

22 

23 

0 

A 

Just a ballpark, w~uld that be about 20\r 

It would be in the range o f 20 t o 23, 

24 somewhere in there. 

25 0 Thank you. Are recreational lights bill ed on 
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1 OS-3, billed in a given aonth on the kWh, recorded on 

2 the meter tor that month? 

3 A OS-3 is billed on the estimat9d kilowatt 

4 hours each month and there is a meter that's installed 

5 ao that it can be read once a year and trued up, it 

6 necessary. 

7 0 Does all recreational light bi lled on os-3 

8 have aeters? 

9 A I guess I waa anticipating your next 

10 question, because that response I gave really refers to 

11 recreational lighting that is now on OS-3. They all 

12 have aeters tor that purpose. 

13 0 For the next questio n I ' d like to refer you 

14 to Exhibit 490 , vhich is the Company's Response to 

1 ~ Inter rogatory No. 10 of Staff's First Set. And that's 

16 the c ompany's response to the following question: 

17 "Wha 1~ is the ratio ot the highest wi nter MW demand t o 

18 the h ighest suaaer MW demand for Gulf Power for the 

19 years 1982 through '89?" 

20 Would you agree that the closer the pat tern 

21 ot this ratio is to one . the less the need for a 

22 seasonal price differential? (Pause) And that's the 

23 ratio ot the highest winter peak to the highest summer 

24 

25 

pea)( . 

A In one respect that's true . However, if you 
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1 keep in mind the purpose of a seasonal diffe rential, 

2 and that would be to i~eally make that one, and would 

3 not want to atop havinq that differential as you 

4 approached one, u.nleaa you qot r i qht on top of it, f o r 

5 tear ot never cloainq the qap. And I think as a 

6 qeneral propoaition, obvloua1y it makea aenae that the 

7 need tor it tapers ott aa you approac h one . But I 

8 think you need to be careful not to drop your seasonal 

9 dif(erentiala too soon, and also t o look at what you 

10 expect to happen in the future and not necessarily 

11 what's happened in the past. 

12 Q You indicated at your April 26tn deposition 

13 tha t a •~aaonal rate is necessary for promoting 

14 conservation, as well as improvinq system load factor , 

15 Ia this correct? 

16 

17 

A 

Q 

Yea. 

Would you aqree that althouqh load (ac t o r may 

18 improve relative to peak demand durinq th9 wi nt er 

19 months, us3qe increases as well ? so it may be unclear 

20 whether there are any conservation effec ts durinq the 

21 year because it aay be ottaet by qreatc r winte r uaage, 

22 Is that correct? 

23 A It may be. But I think in a system bUCh a s 

24 Gulf's where the heatinq requirement is muc h less than 

25 the c ool i nq requirement , that the opportunities f o r 
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1 conservation during the cooling season are much greater 

2 than the possibility of increased usage in the 

3 wintertime. 

4 Q Has Gulf filed any inform4tion regarding 

5 seasonal costa in this docket? 

6 A Not in th i s docket. Gulf has filed 

7 inforaation with regard to seasonal costa in prev ious 

8 dockets, but not in this one. 

9 

10 

Q 

A 

Are seasonal rates cost-based? 

t have made no representation wilh ragard to 

11 our seasonal rates relative to whether or not they are 

12 coat-based. I think intuitively you mi ght think that 

13 they woulu be, cons i dering that our investments are 

14 driven by sua.er de.mand. However, we made no 

15 representation about that in this a c se . It is designed 

16 to recognize the benefi t s of balanced load from season 

17 to aeason. 

18 Q Well, although you've aade no representation, 

19 in your opinion are seasonal rates cost-based? 

20 

21 

A 

Q 

Oh, absolutely. 

You indicated at your March 28th depositi on 

22 thc t the capacity and energy charges from Southern 

23 comprise a portion ot Gulf's coat of service when the 

24 coapany buys power from the pool, is this correct? 

25 A I'm sorry, I --
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3 

Q 

A 

Q 

That'• your March 28th deposit ion . 

-- got lost in that. 

And you indicated at that tiae that the 

2015 

4 capacity and energy charqea froa southern comprise a 

5 portion of Gulf's coat of service when the Company buys 

6 power fro• the pool. And I'll refer you t o Page 7, 

7 Lines 1 through 5. (Pause) 

8 

9 

A 

Q 

Yea, that's ~rue. 

Is it correct that under the Company's rrc, 

10 the capacity charges Gulf pays to Southern when Gul! 

11 buys from the pool are baaed on aonthly equalized 

12 reserves? 

13 

14 

A 

Q Is it correct that under the IIC , the e nergy 

15 charges Gulf pays to Southern when Gulf buys power from 

16 the pool are based on Southern System's hourl y econoaic 

17 dispatch sequenc e? (Pause) 

18 A That's close to being a corr~ct 

19 representation, but I don't think it's exactly right. 

20 And I'~ not really the one to get that straightened cut 

21 with precision. I think maybe Mr . Howell could do that 

22 better, because there's a distinctio n between the 

23 dispatch and the billing, and what we pay is based on 

24 the billing, not the dispatc h. 

25 Q Is it correct that for a significant portion 
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1 of coats incurred by Gulf when the Company is buying 

2 power, that seasonal rates charged to the ultimate 

3 customer are not tracking costs the way they are 

4 incurred? (Pause) 

5 A If you are relating that question to the cost 

6 only associated with the interchange contract, that 

7 would be true as to the capacity portion of that cost. 

8 As to the energy portion, to the extent that 

9 energy costs vary with the season, then what we pay 

10 would vary with the season, it you want to try to hang 

11 the whole cost causation ot the SE -- of the seasonal 

12 rates, rather -- on Gulf's interch&nge contracts, which 

13 I don't aqree with. 

14 Q Is it correct that in deciding t o develop a 

15 rate which recognizes seasonal load patterns that the 

16 monthly load patterns should be considered -- monthly 

17 load patterns? 

18 A Well, seasonal rates are no more than time of 

19 use rates in their most elementary form . It's a time 

20 of use rate baaed on an annual load shape . The 

21 Commission requires all c ompanies to have optional 

22 time of use rates for all classes of customers, based 

23 on tiaes of day and seasonal variations because the 

24 time periods vary with the season. And so it j ust 

25 depends on how thin you want to slice it. You could 
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1 have it vary with the month, but I think that first you 

2 need to look at the seasonal var i ations , and that' s a 

3 very aiaple, atraiqht-torward t h i ng to adm inister, and 

4 it that's qood, then certainly, in theory, having 

5 aonthly price variations wou l d be better. 

6 But , as tar as adainist ration and ease of 

7 c uatoaer underst~nding and those sorts ot things, we 

8 think that the best route to qo is a simple seasonal 

9 variation that customers can understand . 

10 Q Would you agre e that based on eac h class's 

11 load patterns ot CPKW, as found in HFR Schedule E- 20 

12 tor 1987 , the GSD , GSDT, LP, LPT and PXT cla sses show 

13 hiqher coincident peak deaand during summer months th~n 

14 d urinq winter aonths? (Pause) 

1 5 A I think you're probably r ight, but let me 

16 look at it just to be sure what I'm talkinq about here . 

17 Whic h classes were those? 

18 Q GSD, GSDT, LP , LPT and PXT. 

19 And you have calculated a c oinc idence fac tor? 

20 Q No, just the est imated coincident peak. 

21 A Okay. Now , what is the question ? You're 

22 say i ng that that's higher in the summer than it is in 

23 the winter? 

2 4 Q Correct. 

25 A That was GSD? 
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GSDT, LP, LPT and PXT. And the question i s 

2 would you agree these classes show highe r coincident 

J peak deaanda during suaaer aonths than tor winter 

4 aontha? 

5 A The GST does, and I don't see a GSDT . 

6 Q Just go ahead to LP, LPT and PXT, please. 

7 A LP doesn't, really; it sort ot does, sort ot 

8 doesn't. It has deaanda in the winter that are almost 

9 as high as the au .. er. And LPT does and PXT does . 

10 Q Would you agree that the response to Stat! 

11 Interrogatory Number 114, which is Exhibit 491 here, 

12 shows that for 1987, 1988 and 1989, the load p~tterns 

1J of CPKW tor the LP class for custoaers greater than 9 0 0 

14 kW, LPT and PXT classes indicate a higher coinc ident 

15 peak demand tor summer aonths than tor winter mo nths? 

16 

17 

A 

Q 

Yea. 

Would you agree t .hat the pattern of this data 

18 indicates that a seasonal price variatio~ is needed for 

19 the Coapany's deaand rate schedules? 

20 A Yes, and we have proposed those in the i n ~he 

21 past. 

22 Q It the Commission were to require a seaso~al 

23 rate , or seasonal rates tor all of Gulf Power's rate 

24 classes, would you agree that the seasona l differential 

25 tor the deaand rate classes would most appropriately be 
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1 recovered through the standard or on-peak demand 

2 charge? 

Yes. 

2019 

3 

4 

A 

Q Would you agree that the appropriate basis, 

5 to the extent costs are used tor designing seasonal 

6 rates, would be to design a rate whic h recovers the 

7 class's coincidence to the system peak demand during 

8 the summer aonths? (Pause) 

9 A I'a not sure I understand that question , 

10 because it doesn't define what costs you would be 

11 attempting to recover during that time period. 

12 Q We're talking about cost that drive peak 

13 deaand, peak-related costs. And the question is to t he 

14 extent such costs are used tor designing seasonal 

15 rates, would you agree that an appropriate baois with 

16 which to design a rate is one that would recover the 

17 class's coincidence to the system's penk demand during 

18 the summer months? 

19 A I think that it an appropriate method was 

20 devised to split your demand-related cost between 

21 on-peak and ott-peak periods, that it would be 

22 appropriate to recover that on-peak cost during the 

23 summer months. 

2~ I aa careful the way I try t o say that, 

25 because I don't want t o leave the other months without 
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2 production capacity that needs to be used t .o serve 

:3 those custome.ra in other aonths. 

Q Is it correct that the costs o f dedic ated 

5 local facilities for serving backup and maintenance 

6 power are determined using 100' racheted bill i ng kW and 

7 the full distribution coats of the class to which the 

8 customer would otherwise belong pursuant to Order 

9 17159? 

10 A That'• c orrect . 

11 Q Are transformation costs included as part o f 

12 the total distribution costs which woulJ be recoverect 

1:3 through th~ local fac i lity's charge? 

14 A Yea. 

15 Q Would it be reasonable to provide a 

16 transformer ownerahip discount equal to the otherwise 

17 applicable rate schedule using 100\ racheted b i ll i ng kW 

18 since transformation costs tor ss and ISS are equal to 

19 the transformation costs under the otherwi se appli c abl e 

2 0 rate schedule? 

21 A It might be, but I really don't know . That' s 

22 a curious thing, because we went through days and days 

23 and days of hearings in the standby rate docket and 

24 that question was never raised. And so we have do 

25 not propose those discounts and do not have those 
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1 discounts in our standby service rates. And I just 

2 have an uneasy feeling about saying we should now do 

3 that in this docket, or this one company, when we went 

' through all those hearings in the standby rate docket 

5 with all those experts sitting around tho table and 

6 nobody brought it up. 

7 

8 goes on. 

9 

COMMISSIONER GUNTER: Get smasrter as time 

WITNESS HASKINS: I'm not sure this is ~lng 

10 smart. There must be some reason why nobody brought it 

11 up, even vith the customers and all those folks that 

12 were there. 

13 Q (By Mr. Palecki) So is your answer that it 

14 sounds good to you but there must be some reason th'lt 

15 nobody thought of it before? 

16 A I guess that's a pretty good characterization 

17 of it. 

18 Q You stated in your deposition at Page 59, 

19 Linea 15 through 18, that the loc al facilities is the 

20 appropriate charge to apply -- the local facilities 

21 charged is the appropriate charge to apply the 

22 transformer ownership discount, is that cot·rec t ? 

2 J 

24 

A 

Q 

Yes. 

The Company presently discounts both kWh and 

25 kW charges of its full requirements. Demand customers 
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1 to recognize the line and transformation losses for 

2 customers served above secondary vo ltage. Is this 

3 correct? 

4 A Yes . 

2022 

5 Q Did you have prepared under your supervision 

6 Late-Filed Deposition Exhibit No . 20, whic h is Exh ibit 

7 515? (Pause) 

8 A Yea, I have that. 

9 Q Does this exhibit show the billing 

10 determinants for computing transformer ownership 

11 discounts for the standby service rates? 

12 A Let's see. If you were going to have 

13 discounts for that, these are the billing determinants 

1 4 that would apply for those discounts. 

15 MR. PALECXI: Thank you. We have no further 

16 questions. 

17 CHAIRMAN WILSON: Quest i ons, Commissioners? 

18 Redi rect. 

19 REDIRECT EXAMINATION 

2 0 BY KR . STONE: 

2 1 Q Kr. Haskins , you were asked earlier some 

22 questions about the winter-suaaer price differential. 

23 Do you know what the magnitude ot Gulf's 

24 winter peak is expected to exc eed the magnitude of its 

25 summer peak at any tt.e during the Company's p l anning 
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1 horizon? 

2 A I am familiar with that information and it 

3 ~oes not . It reaains relatively constant and that's 

4 the reason why we feel that the aua.aer-winter 

5 differential is i•portant to retain bec ause we don't 

6 want to gat any divergence on those i.t getting what i L 

7 is. 

8 Q Mr. McWhirter vent into some questions with 

9 you regarding the development of, I guess loosely you 

10 could say he was talking about the development v ! the 

11 SE rate rider and ss rate schedule . He asked you some 

12 questions about this that seemed to allude to the 

13 intent or erfect of the company's overall rate design. 

14 Is it either the intent or the effect of the 

15 Company's overall rate design to deter development of 

16 cost effective cogeneration? 

17 A No. Our intent is to have o ur rates rema i n 

18 neutral with regard to cogeneration ,such that if the r e 

19 is benef icial cogeneration to be ava ilable we wou ld 

20 want to have it; and to the extent it's not beneficial , 

21 that the customers themselves would not find it 

22 benef i cial to thea. 

2) Q What is the overall i ntent ot Gulf's rate 

24 design? 

25 A The overall intent o f Gulf's rate des i gn is 
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2 trom all ot the customers . 

2024 

Q Is part ot the intent ot Gulf's overall rate 

4 design, or design ot its overall package ot rates, to 

5 minimize the overall cost to the retail customers? 

6 A Certainly. 'rhe objective ot rate design , as 

7 reflected in the cos~ basis tor rates, as reflec ted in 

8 the seasonal rider , as reflected i n SE, is to minimize 

9 the cost to all classes ot customers, both thvse that 

10 aay be the specific beneficiaries ot any partic ular 

11 aspects ot the rates, and to the nonparticipating 

12 customers. 

13 Q When was the Company's 55 taritt i nitiall y 

14 approved for iaplementation by this Commission? 

15 

16 

A 

Q 

April '88. 

I believe either you've i ndic ated or other 

17 witnesses have indicated there are approximate l y tour 

18 custoaers that are on the Company's 55 tar i ff , is that 

19 c orrect? 

20 

21 

A 

Q 

That's right. 

Have all these did all these c ustomers 

22 come on to the SS tariff at the same time? 

23 

24 

A 

Q 

No . They came on at various times. 

Based on the -- there's been some disc ussion 

25 about the '87 order. Do you know why there was suc h a 
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1 delay between the 1987 order, which i6 referred t o as 

2 17 159 , and the initial approval or the approva ~ for 

3 initial impleaentation in 1988 of Gulf ' s ss tariff? 

4 (Pause) 

5 Perhaps you could simplify it. 

6 Do you recall whether or not there was a 

7 Motion for Reconsideration for Order 17159? 

8 A Yes, there was, and that c aused some delay in 

9 implementation. 

10 Q Has the Company been able to collect 

11 sufficient data - - sufficient reliable data on which to 

12 base a change in the forced outage rate from that 

13 adopted by this Commission in the generic docket? 

14 

15 

A 

Q 

No. 

Is that something the company would expect to 

16 have in the future, as time passes , as more exper ience 

17 is gained with these customers? 

18 A Yes. It should be available , I would think 

19 in 18 months or so. 

20 0 From a rate design perspec tive , are t here 

21 reasons not to change from the 10\ forced o utage rate 

22 absent reliable data on the forced outage rate of 

23 cogenerators on Gulf's system? 

24 A Yes, there is. You should not change a rate 

25 that's in operation without a good reason for doi ng so. 
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1 And particularly in this case when there's been a lot 

2 of uncertainty with regard to the SE rate up excuse 

3 me, the SS rate, up until this time. And it looks like 

4 we may kind of have things settled down so the c ustomer 

5 understand how it operates, we understand how it 

6 operates and t hings are going pretty good. 

7 And it would not be prudent, I don ' t think , 

8 to make a change in this time without any basis for it 

9 and then aaybe have to undo it at some future time . 

10 Q Is that, in fact, one of the premises of rate 

11 design; that is, the stability over time is something 

12 that is to be strived for? 

l3 A Yes, it is, because customers learn how t o 

14 live with whateve.r rates you have over a period of 

1 5 time . They may even make investments t o properly 

16 accommodate the• -- their l oads to rates that you have, 

17 and you don't need to unnecessarily upset that. 

18 Q You have referred to the SE rider as a 

19 time-of-use type of rate. Could you elabora te on that? 

20 A Well, the SE rider actually was referred to 

2 1 by the Commission in its order as a step beyond 

22 traditonal time-of-use rates because the time-of-use 

2l r ates that are optional for all of our c ustomers, and 

24 the other customers in the state of Florida , have f i xed 

25 time periods. Like in our time-of-use rate in the 
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1 summertime , the on-peak period is no on to 9, Monday 

2 through Friday , regardless of what the weather is, or 

3 what the load on the systea aay be. That's it; noon t o 

4 9, Monday through Friday. In the wintert iome it's 6 to 

5 10 in the aorning and 6 to 10 in the afternoon, 

6 regardless of what the weather or anything els e is . 

7 And so there is nothing wrong with that ! or a 

8 mass group ot custoaers ll.ke you have available ! o r 

9 other -- tor the tiae-ot-use rates. But SE goes a 

10 significant step beyond that and lets the Company look 

11 at ita loads and i t s increaenta l cost ot fuel and 

12 designate what is essentially an ott-peak period in 

13 advance, and -et the custoaer know that, s o that he can 

14 use whatever energy he wants t o during that period of 

15 time and be assured that he will not have to pay a 

16 demand charge on it becaus~ it does not impose d e mand 

17 cost during that tiae on our system, and it's a 

18 variable tiae-ot-use rate, in the purest sense o ! the 

19 word . 

20 CHAIRMAN WILSON : Sort of like a K-Mart 

21 blue-light spec ial. 

22 WITNESS HASKINS: That's exactly right. 

73 CHAIRMAN WILSON: • Attent ion shoppers . • 

24 WITNESS HAS~INS: And we have go t our hand on 

25 the switc h, on or ott. 
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MR. STONE: I have no further questions. 

MR . STONE: I have no further questions . 

CHAIRMAN WILSON: Who can take the oft-peak 

4 rate, anybody? 

5 WITNESS HASKINS: The SE rate or the 

6 time--of - use ratea? 

7 

8 

CHAIRMAN WILSON: Tiae-ot-use . 

WITNESS HASKINS: There is a tiae-ot-use 

9 optional rate available !or every c lass of service. 

10 

11 

12 

CHAIRMAN WILSON: Every class ot service? 

WITNESS HASKINS: Every c lass, that's right. 

CHAIRMAN WILSON: The rate isn't the same for 

13 e~ch class, though, is it? 

14 WITNESS HASKINS: No, no. Every class has a 

15 time-of-use rate that is theoretically revenue neutra l 

16 with the standard rate, RS, GS, GSD, LP and PX. And, 

17 in fact, it has varying degrees o f success . For 

18 example, there are no customers on this nontime-of-use 

19 PX rate; they're all on the PXT rate . It varies !rom 

20 rate to rate, but they are revenue neutral with the 

21 s t andard rate. 

22 CHAIRMAN WILSON: All right. Do we have any 

23 e dlibits with this witness? Or are they all 

24 late-filed? 

25 MR. PALECKI: I don't think we introduced any 
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1 with Hr. Haskins. 

2 CHAIRMAN WILSON: I don't think we did, 

3 either. Okay. Thank you very much , you may step down. 

4 (Witness Haskins excused.) 

5 (Transcript !ollows in sequence in Volume 

6 XIV.) 

7 - - - - -

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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22 
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24 

25 
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