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Gulf Power Company 
Commenb on the AuguBt 24,1999 Plvrpovd Rnla Changed to Coat Allocation and Afilllftd 
TRnuctiOllS 
Weket No. 98w43-EI 

Emlumtioq 
TlmrcrcliOnr b e m n  regulated uiilizie and I or a service co. regulated by PWHU be@: the rat- 
by wing common resources of which some arc u n i p  to the uh?ily l n d m y .  For inatonce, many of the 
paw ond materials wedby fhepaHzrpIam and mmmitsion and disvihution are unique :o utifitim, 6y 
using a common matertal system. the holding company can reduce its auhidiaries cost of inventov and ihe 
cast of nwterialqsb". When a utility haa an emegeney needfor a part. it cnn be obtained speed@&m 
ihe nfliiald at the afittates cmL Requiring t h m  type t r m t l o m  to be subJwt lo mymmetridprlcing or 
wmpetitiw bidding is not opproprbte. lRma ~ u c f i o m  betwen regdated afliiates andpamn! /service 
companies ure not for divm@cntion in:o unrpgu1atedwntum.s andshouldnot be heldto thspmped 
p&iow of Mia n r k  

(2) Defhitiom 
Add definition 

ti) Coai cf€ectivc afoliw nwactioa - " W e  transactions between afiiliated companies tbt 
p m v i d r r b s m f i t t o t h c r c g u k t e d o p ~ o n b y e i r h t r o b ~ s a ~ ~ t o r ~ r v i ~ n t  lcssthatothe~ 
available altcmahves or receiving a return on the provision of a produet or r&c that provides 
for rhe recovery of upensea that vlovld otherwise be absorbed by the regulated opuation." 
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N e e d  snd Redatod Definitions - cUl/coMus with FP&s c0"mt.s h i  ihe current dejkitions 
am conjkihg andsuggests changlng thc definitions to be consirrenr with rha uQRUCasfol&ws: 

'tis. Nonmgulated - W x b J s h  IS not rubbist to nPulaUoa bv mlatmv aukm . .  
.. 

. .  .- la- 
Rephtcd - char whhich Is nubiad to au 

- 
(3 ) Noo-Tariffed AffUhte TrudaCtiOnr - Gu!Jco~lrs wid PP&C's c o n "  andproposed lonpuogs 
changes lo the title amipwpcure of (3) and 0) (a). In u&ition, Gulfbellew rhatpwent/smce company 
and f l i a t e d  t"actwns with mgubtod utilities should be excrudcdfam the scope of s d o n  (3) m these 
mmocliom are for rhc hen@ of utilily ratepayers and me replutsd by he SEC under the PUHCC. 
pLRIca nquiru iramactlow be- the @liota @a holding Eompony to kpricednt cost. Sewice 
complnin pmvide spectouzrd and adminiruah sovicet to afllNOrec cfwhW it would bc d @ h l <  co& 
cud @mticul to obtain a compmuble bid mnually. In addition. I h e  Immcrlom ore for the bungit of 
thd ngvlrrrcd utili@. not non-rogulatd w n w .  

w+lm&e. 

Gurlogrew with FP&L'S commmts {hat the Commkssion has authority topmiect utility Nstompfifmrn 
crm subsidization but d m  not haw authority IO setpricingstandards o w  the utilgy's wwqulatrsd 
praduca undservice3. Thqfore, section 0) b and c should be limited to regulated LWISOC~O~S.  

(d) wh6n an 
an a51iate.. fhc asset should be Mgrdtdhrtht 

utilitvatmarketvalusoroo .uti f- uc is oot rcadilv dct-- 

ia trufurcd k m a  mi 

.. .. 
~ 

'on docs n o w b m s a  ctions be- apatal . asofaholpinp greater tbau s1,ooo,ooo. fhis Sem 
mu". w!n 'ch mus threw rded at cost in accordrn ct With PUHCA, 
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Chragrees with FP&L 'J commenk that the rule should be limited In scope to assets thnt 04 relata' to the 
pmvirlon of m8uhtedserviee and the Cmiss ibn  has nofurisdlcilon aver nomwgmlated awe& 
Aspolnted out by EEi, Yhr nsymmetric mrobnent of ?he unregulated aflliars that mquinzy the "lower of 
market orfiJrv aIloca&i cartofir transactions in the opposite dimlions camat bcjustipied9 This 
treatment wuld discourage ihe eficient use of nsourcer belwten the utility and nbn-rvgulated afiliate. 
LWsu~esrr  the use of an &lfate Wuvfffpricingpolky thatpmkwn the conwmem of ngulatedservicu 
while pmmtlng &in1 use of utility and affiliate resources. 

(e) Delere sacrion (e) ) . I  

me @&des should maintain the* ?won& so that chawea to the utility can be supparmi. Ho"crt 
the utili@ s h 4 d  nat ba wpoisible for maintaining a mapp inEmm hat reconciles io the aflHate 
amounts. The uIi&v'J am not required to mdntaln a mappppi"g $yxtm of non-a..iiated vendors mrd darr 
not sed &e benept of a mnppingsystem qf&IiaIeb occounn. Gu~beik%w mphasis shmild be placed on 
the utillty recarding the CMILlaCriOn in the comcl USOA acmunt not whmw the afliate recorded h e  
original chatge. The utillly's chart of account should be adequate to &ermine tfthe tnmuaction is 
replaud w non-mgdated. Maintainiw lhe nuapphg Sysm w'll require p e m  upaktin& which wrll 
be car#& and an unnecasary administrative burden. 

(f) Limit IO regulated @TIiate, Each- ' te involved in W e  tnmsaatim must rminrpirr all 
underlying dam r " i u g  the affiliate trwrdiotr for at least three yaarr n&r the "a&n 
is complete. Thia p " p h  does WI rrlievr a q d a t e d  affiliate fiam main- records e 
o t b c r w i s c a p p l i w b l c r c c o r d n ~ ~ ~  

CommLrslon does nbt haw the authoriq lo impme mles on non-mguLued@Iiates. I n  m- 
repvrolad q@liatm should not be wbJec1 to more rcgvlmor, reguiremenk than non-q@fsptrd v d o w ,  

(4) C O ~  Alloution Priuciph - 
(d) Delete section - EEI nddrcsscd the reporting q u i r m e n t  in the cost allocation man& (W) of 

annual rewnue by each service orpmducL "Reponins ruquiments at U&v level qfdeta&l cb not 
@ I  current standatd accmcntingpnactim. The incluion of spec& o p e r a t i d  data of r t y e ~ e  by 
ench service and product requires conthual updating withln the cost allocation manual which, by 
definition is "an  indcred campilation and documentation of a company5 cost allocation palicler and 
relatedprocedure" - ttot aNnancial report. In nddtion, requiring a uriiity to pmvide annual m n u e  
breakdow by each service an$producrprovld.d Io. or obtainedhm. a non-regulated @lime is 
agaimt standardindumypractic~, escmivc. and thewfare. cost&." 

(5) R e p o w  Requiremenis- 

(6) Audit Rcqulremcnb - 
Delete sections 0) (e) (4, 
(b) Requiring M i n d e w e n !  audii of i@!ated mnsacliom iP escewive andcnsl&. Imernal Auditing 

review3 &liarad Iransactfonsw'dibaily and @liatedlwrsaclion are within &?scope of the 
independent auditor's annual m'ew of rhefinanciat Slatenienk. me FPSCstafshohouMbc able to 

undallned am additions; wvdu shuck through are deletions fiom existing law; words in itslicr 
COmmcnH. 
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conduct a compliance review of the W. The utili@ ~hould no1 be bvdened m‘th adiiliwnal audit 
requlremmnrs that are Of pueslionabh? value. 

(0) &porting all incMem ofnon-comp~iawe mgardms ofmatertaiiy LP u n m m o ~ i e .  

(d) Cos0 armciatad wirh the afiilhful mansactiom audit should be chargeable to ~xpmce f i t  ir a 
r.&amty requirement. Dirallm’ng a cos1 mamibted by Commission rule is punitive. 

If Commission imphen& audit requirements. parent/sewice c o w  and @listed tranractiona with 
regulated utilities should be ucludedJknn the addiional audit requirmmtr as thcn fransacrioprr are fir 
the h& of utility ratepayers and am r.&ated by the SEC unde? rlrc PUIYC.4. In additon. the s6c 
already reph an annual ina’ependent audit of the$nan&I Hatmenn, which incinda a review of the 
aflliated cost allourtion mntfiodr. The swvtce companias am rrquired to haw the cost allocation nothods 
appmvcd by the SEC. In addition. these i ransad io~  am* the &ne/: of rlre regulated utiliiy. not non- 
regulatsd mlures and any audit  cost^ sfiould be recovemblcf” the utiIiiy rateprryer. 

ismsd by m inasprmdsnc 
@(a) (b) is impliem8nted, suggest thefillowlng changes: 
Eaeh utility &ball file with the commission a u ~ p m a m t i o n  letter 
anditoroo“cnan ‘ 8 00 the UliMy‘s complianct wfdr ita CAM. Be- Jslruary 1,2001, thcea”@ 

Wlrh the mud mport M within 30 diqa of filing tho aund rcpoh 

.. 

be perfonmdno less U m  once cvay three p n  ~ u n c t i o n m  ’IhthCaMual 
-review a E h  finsooial sratunsn w. n l e w  shall k filed 

Annull Reports Section (2) 

Delete this section 


