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Ms. Mary Anne Helton, Esquire
Associate General Counsel BY HAND DELIVERY

Public Service Commission

4075 Esplanade Way
Tallahassee, Florida 32399

Re: Docket Number 980643-El - Proposed Amendments to Rules
25-6.1351, 25-6.135, and 25-6.0436, Florida Administrative Code

Dear Ms. Helton:

On behalf of R.A.C.C.A., Inc., this letter will serve as follow up comments to
the August 24, 1999 rule development workshop relating to the above referenced
rules. We very much appreciate the time and opportunity provided for comment at
the workshop, and we hope these additional comments will be useful to you. '

As you may recall, those of us in the construction industry generally express
concern about cross-subsidization by utility companies with respect to business
activities not regulated by the Public Service Commission. [t is our position that

Al o . . \

CA? —t— utility companies should not use any ratepayer monies for any business expense

cpy _ ___ that is not directly related to the provision of the specific utility product or service.
—__It is also our position that there should be very strict accounting requirements in

LEG place to show unequivocally that no part of ratepayer funds, whether or not
———— tangible, are used in the activities of unregulated affiliates of utility companies
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PAL I This is of great concern to the construction industry because we know of
3&%—-‘-—-—— any ventures by utility companies into the construction, maintenance, and repair
OT! iness. While we do not object to fair competition, we consider the use of
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advantages such as established utility company name recognition, monthly invoice
mailings for stuffers on additional nonregulated products or services, and existing
utility company assets {such as trucks, office space, and managemernt) as an unfair
way to enter into a new market.

We look for the support of the Public Service Commission in ensuring that
utility companies enter into new business areas the same way anyone else must —
by use of business capital that was not obtained through a regulated monopoly
intended to serve a necessary public purpose.

We express some concern with the definition of the term “affiliate.” Based
on points raised by utility company representatives at the workshop, it is clear that
some affiliates are used for the purpose of supplying products or services used
directly in the utility’s regulated product. Both by definition and rules for
accounting and conduct, we believe this type of affiliate should be differentiated
from an affiliate that is owned for the purpose of diversifying and increasing the
business interests of the utility company.

At the workshop, there was extensive discussion and consideration of cost
allocation and “market” value of services, products, and assets that may be
transferred between the regulated utility company and its unregulated affiliate. In
order to have fair competition, we believe there is no question but that the
valuation must be “fair market value” under all circumstances. However, this may
not be necessary or desirable for transfers between the regulated utility and an
affiliate supplying direct materials or labor for the generation or distribution of
power. A distinction needs to be made in rule.

A specitic example of our concern over determination of value is the use of a
stuffer advertising the availability of an unregulated service provided by a start-up
affiliate of a utility company (copy of a stuffer enclosed). In this case, if the stuffer
does not increase the cost of postage per piece, it can be argued that there is no
use of ratepayer monies beyond the cost of copying and additional labor. However,
this does not take into account the use of goodwiii, even if only implied, of the
established utility company. lt would be almost impossible for a customer to fail to
see the endorsement of the utility company with this type of a stuffer. It also does
not account for the perception to the utility customer that purchase of this
affiliate’s product or service is risk free because it also comes under the jurisdiction
of the Public Service Commission.

This type of bill stuffer gives an affiliate an unfair advantage in use of
goodwill {the response rate is probably much higher than for an unknown start-up
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business) as well as all other costs associated with a mass mailing. This is the
precise problem with cross-subsidization. We believe that, under the current rules
and given the expressed interests of utility companies, the potential for cross-
subsidy is enormous and has already taken place for a number of years.

For transactions between a regulated utility and an unregulated affiliate, we
believe the rules for accounting must be specific and rigorous, despite the concerns
over additional costs for accounting raised by utility company representatives at the
workshop. These companies cannot deny the tremendous advantage they have
had in using the utility company’s presence to diversify and venture into
unregulated areas. Additional and strict accounting is a small price to pay for the
ability to use goodwill and other assets without having to provide ratepayers with a
return on what amounts to their investment.

Under these particular circumstances, it is imperative that the definition and
treatment of “affiliate” distinguish between:

a. affiliates related to the regulated activity (such as coal plants or other
businesses that may provide products or services included in the
manufacture and sale of the regulated industry), and

b. affiliates engaged in nonregulated activity (such as appliance warranty
programs, home repair services, appliance sales, or any other product
or service that is not included in or a part of the manufacture and sale
of the regulated industry).

A good example of a specific area that calls for distinction is the definition of
“subsidize.” Where it may be acceptable to attribute some subsidy to a ratepayer
for affiliate transactions that are directly associated with generating or providing
power, this is not at all acceptable for indirect unregulated affiliate transactions.
For the latter case, the proposed rule definition of the term “subsidize” should be
amended to read (words underlined are added, words strickenthreugh are deleted):

(i) Subsidize — The act of utility ratepayers paying any mere-than-their share
of costs associated with affiliate-transaetiens—and utility nonregulated
activities.

We note that a number of Florida's utility companies each sent one to three
representatives to the August 24 workshop, and a fair amount of the workshop
involved raising points and discussing issues relating to cross-subsidization. This,
in and of itself, may be cross-subsidization. In any event, engaging in nonregulated
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activities is clearly an area considered profitable by utility companies. If utility
companies see additional accounting requirements and costs as too burdensome,
they will confine themselves to regulated activities.

By this letter, we respectfully request that the Public Service Commission
adopt two sets of rules that properly distinguish between these two types of
affiliate transactions.

Your favorable consideration of these issues will be greatly appreciated. |f
you have any questions or would like any additional information, please do not
hesitate to contact me as indicated above.

Sincerely,

loa 0T

Anna Cam Fentriss
Governmental Consultant
to R.A.C.C.A., Inc.

ce: Keane Bismarck, Executive Director, R.A.C.C.A., Inc.
Members of the Construction Coalition

Enclosures: Article from Gold Coast Newsletter, August 1999
Florida Power Home Wiring Service Utility Bill Stuffer
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UTILITY DEREGULATION UPDATE

August 1993  Gold Coast Newsletter

Draft Utility Deregulation Legislation Introduced

Represenlatives Tom
Biley (R-VA), Chairman
of the House Commerce
Committee, and Joe Barton
{R-TX) Chairman of the
Subcommiltee on Energy
and Power, released the
major elements of the “Elec-
tricity Competition and
Reliability Act” on July 15.
One key provision directs
the Federal Trade Commis-
sion to issue rules preventing
utilities from cross-subsidizing
services that are subject to
cornpetition, such as HVACR
The legjslation elso man-
dates access to holding com-
pany books and records and
expands the existing Federal

Energy Regulatory

Commission’s (FERC) au-
thority to impose civil penal-
ties. An Office of Consumer
Counsel at FERC is estab-
lished to represent the inter-
ests of electric cousumers in
praceedings before FERC.

Crassroots involvement is
crucial to reach our goal:
passage of a federal restruc-
turing bill including provi-
sions prohibiting cross-subsi-
dization, Because there is
movement, NOW is the time
to put pressure on members
of the Commerce Commil-
tee to add language ensuring
fair competition for services
in affiliate operations.

Please contact your

members of Congress. Tell

them that, for competition
to truly work in a market
increasingly dominated by
multi-state holding compa-
nies, we inust have federal
legislation to help the states
provide for a level playing
field. This means federally
mandated open access to
books and records and an
enforcement mechanism,
Urge your member of Con-
gress on the Cornmerce
Comynittee to ensure fair
competition by prohibiting
cross-subsidization in federal
legislation restructuring the
electric utility industry.
Please send a copy of your
letters, faxes or e-mall to the
National ACCA Office.

We'll put themn in 2 packet
for Capitol Hill visits. if you
need help identifying your
Member of Congress, use
ACCA’s Legislation Action
Center at www.acca.org
or contact Cher Coker al
202/483-9370 ext. 217.
We're at the point where
Meimbers of Congress now
recognize the negative iin-
pact of cross-subsidization
on sinall business. Unfortn-
nately, many still feel the
states can handle it afone.
We know they can't. Yet
Congress is shy of mandat-
ing anything on the states so
they are reluctant ‘o go
much further. You need to
convince them otherwise. &
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INTRODUCING HOME WIRING SERVICE

sign me up!
from Florida Power Corporation

Please enroll me in Florlda Power Corporation’s
" "Home Wiring Service and include the
52.95 monthly fee on my monthly power biil.
TYPICAL WIRING POTENTIAL WITHHOM{
PROGLEM REPAIR COST™ WIRING SERYICE
repair main breaker $152.00 no charge (Please Print)
repair intetior wiring 195,00 no charge
repair outlet 8s5.00 no charge
repair light switch 8s.00 no charge
electrical service call 55.00 no charge
* Based an marke! prices.
_ State Zip
Florida Power Account Number
FLORIDA
POWER
@106€
COUNT ON US

FL License #ECOQQI658
©Florida Pewer Corporation
5/99 921416



BUSINESS REPLY MAIL

FIAST CLASS MAIL  PERMIT NO. 202 ST. PETERSBURG, FL

POSTAGE WILL BE PAID BY ADDRESSEE
ENERGY SOLUTIONS™ SP56
FLORIDA POWER CORPORATION
P O BOX 14042

ST PETERSBURG FL 33733-9836

NO POSTAGE
NECESSARY
IF MAILED
IN THE
UNITED STATES
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DATE: September 21, 1999. >

TO: Florida PSC ATTENTION: [ae Garcia, Chairman
2540 Shuinard Oak Bivd.
Tullahassee, Fl.

Tel: 850/413-6425.
Fax: 8%50/487-1716.

REGARDING: Docket #980643-EL i.e. Rules 25-6.135, 25-6.1351 and 25.6.0436.

Dacket mentioned sbove in

MESSAGE: The enclosed materials are in response ta the |
regards to the hearing that was held at the PSC on August 17, 1999.
[t is our belief that the best way 1o engure that cross-subsidization docs not occur is
10 corpletely segregate public-sector (utility) and private-sector (business) aperations.
Knowing that the PSC is responsible to ensure that raiephyers are fairly charged, and
that your rescurces and efficiency could be taxed by ambigupus or non-cxistent data from
utilities; it only seoms reasonable that if 8 utility should want to venture into the privaie-

sector that it should “pay” for that privilege.
Please inform me of the next hearing re: this subject. Thank you.

Industrial Ralations Committee

fc.

- A
C-BUREAU OF RECORDS

PLUMBING ¢ HEATING ¢ COQLING CONTRACTORS

o
o

CELHd 22435 -

.02




Sep-22-99 10:16A

Ed

Page 1: (1) PURPOSE.
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1t 18 the intent of this n 0 COmpiels jéparate (he ut 1 piiliate(s
and to require such decumentation $0 0 onaure Mmaintaining that segregation.

Page 2: (2)(b) AFF[LIATED TRANSACTION.

Page 2: (2)(e) FULLY ALLOCATED COSTS.
The sum of all direct and

Page 3.

Page 3.

Page 3:

Any transaction in v ich both a uifity and an affiliate sre each participants

(3)(b) :

A utility must charge an mlluew fully allocated charges for

all non-tariffed services and products purchased by the affiliate or entity from
25-6,014(3), FAC shail not sppiy i thiz instance.

the utility. Rule

(30

A utility shail got apportion to regulated opmtronq the lesser of fully allocated
casts or market price when purchasing services or products from an affiliate.

A ity can siot emplo ANY PIOGUCH ¢ gerviges from an affilinte that have not

not been established and ad ortised by that affiliate

(3)d) :
Aﬂﬂ_ﬂmnﬂl anaferred from a utility jo apother utility or.a
131ed Q l'll.-:l ecl affiliate. but iher musk be NASEL efl_[_hﬂhm
ngn]y dvertised 1o all potential bidders. Ap asset of & regulaied or non-
i can not ho transforred 1o a utility, but rath M.hmchand
m_ﬂ_ been gpenly advertised to all potential bidd Minimum &lio

hids muyst be b o Op ntice fiot legk than the rasrket valle gs €5IADNANG] QY AD
indepandent appraiser, or net book Yalye as opli ‘.'
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Page 4. 3)(e)

Page 4 (3X) :
Asgat sransactions berweep affilistes can not be tranaforred, but rether must be
:i'- the aasct(s) have been openly g grtised to all pojentia

N haseis, Minimuin aliowsols Dida m be DasSed On 3 pNce nol I han
.;le an inden ndent ano iser. or OO alye 3.
applicable. Such asets ngactions. when occurting betwoon affiliaies, must:
be held by the purchasing affiliste for 3 minimium of Twa
records be kept by the selling sffiliste fq netiod of not lass i N _Hiree
'g refer 1o (6)(b) Audit Requiremer aiter th

any payment relative 10 taxes, S{c. on monie vedﬁnm_!hs_nluﬁmh
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Page 4. (4) COST ALLOCATION PRINCIPLES.
Onmnt all sections.

Page 5. (5) REPORTING REQUIREMENTS.
Each urilizy shall file s b information concerning jts operations, it affiliatcs
and their gperations, any and all transactions between same, any non-regulated
activities, and any other & h information aquired by the Flg &Mﬂ
Prvi pmmiagion {F on such forms as provided by the PSC,

Page §:

Page S:

An ludlt repon ahsil be ﬁled thh the mnuulrepon or wnhm thuty dnys of
filing the annual report required by Rule 25-6.135,

Page §:
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Page 11: (2)(c)
Omit.

Page 11: (2)c) 1.

Omit.

Pago 12: (2)(c} 2.

Omit.

Page 12; (2)(c) 3.

Omit.

Page 12: (2)(c) 4.

Omit.
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