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PARTICIPANTS: 

MATT BRINKLEY, Commission S t a f f .  
R I C K  MELSON, on beha l f  o f  C i t y  Gas Company. 
JAY REVELL, Commission s t a f f .  
MARLENE STERN, on beha l f  o f  t he  Commission 

DAVE WHEELER, Commission S t a f f .  
s t a f f .  

STAFF RECOMMENDATION 

Issue 1: I s  c i t y ' s  q u a l i t y  o f  se rv i ce  adeauate? 
Recommendation : 
s a t i s f a c t o r y .  

Yes .- C i t y  ' s qual i t y  o f  s e r v i  ce i s 

Issue 2: I s  c i t y ' s  t e s t  year request f o r  permanent 
r a t e  r e l i e f  based on a h i s t o r i c a l  t e s t  pe r iod  ending 
September 30, 1999, and a p ro jec ted  t e s t  pe r iod  ending 
September 30, 2001, appropr ia te? 
Recommendation: Yes. w i t h  t h e  adjustments 
recommended by s t a f f  i n  the  f o l l o w i n g  issues,  t h e  1999 
and 2001 t e s t  years a re  appropr ia te .  

Issue 3 :  Are the  customer growth and therm fo recas ts  
by r a t e  c lass  appropr iate? 
Recommendation: No. The t e s t  year customer and 
therm fo recas ts  by r a t e  c lass  should be ad jus ted  by 
$1,866,852 t o  r e f l e c t  t he  e f f e c t  o f  annua l i z ing  
customer and therm growth associated w i t h  t h e  
c lewis ton  P ipe l i ne  Expansion p r o j e c t .  

Issue 4: should an adjustment be made f o r  t he  
c lewis ton  P ipe l i ne  Expansion p ro jec t?  
Recommendation: Yes. P lan t  i n  Serv ice should be 
increased by $13,355,569, cons t ruc t i on  work i n  
Progress (CWIP) should be reduced by $5,232,615, 
Deprec iat ion Expense should be i ncreased by 8418,278, 
and Accumulated Deprec iat ion should be increased by 
$272,832. I n  add i t i on ,  ReVenUeS should be increased 
by $1,866,852. 

Issue 5 :  Should an adjustment be made t o  P lan t ,  
Accumulated Depreciat ion,  and Deprec ia t ion  Expense f o r  
canceled and delayed p ro jec ts?  
Recommendation : Yes. CWIP should be reduced 
$35.000; P lan t  i n  Service should be reduced $465,675; 
Accumul ated Deprec iat ion shoul d be reduced $12,254 ; 
and Deprec iat ion Expense should be reduced $14,228. 

ACCURATE STENOTYPE REPORTERS, INC.  
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Issue 6: 
approved? 

should the  GDU a c q u i s i t i o n  adjustment be 

Recommendation: Yes. The GDU a c q u i s i t i o n  adjustment 
should be approved. 

Issue 7: should the  vero Beach l a t e r a l  a c q u i s i t i o n  
adjustment be approved? 
Recommendation: Yes. The vero Beach l a t e r a l  
a c q u i s i t i o n  adjustment should be approved. 

Issue 8: Should the  Homestead l a t e r a l  a c q u i s i t i o n  
adjustment be approved? 
Recommendation: Yes. The Homestead l a t e r a l  
a c q u i s i t i o n  adjustment should be approved. 

Issue 9: Should an adjustment be made t o  p l a n t  
r e t i  rements f o r  the  pro jected t e s t  year? 
Recommendation: No adjustment i s  necessary f o r  t h e  
p l a n t  ret irements i n  the  pro jec ted  t e s t  year.  

Issue 10: should r a t e  base be reduced t o  remove 
i n a c t i v e  serv ice l i n e s  t h a t  have been i n a c t i v e  f o r  
more than f i v e  years? 
Recommendation: NO r a t e  base adjustment i s  necessary 
t o  remove service l i n e s  t h a t  have been i n a c t i v e  f o r  
more than f i v e  years. 

Issue 11: should an adjustment be made t o  P lan t ,  
Accumulated Depreciat ion, Deprec iat ion Expense, and 
CWIP t o  r e f 1  ec t  non-uti  1 i t y  operations? 
Recommimdation: Yes. P lan t  should be increased 
$112,469, Accumulated Deprec iat ion should be i ncreased 
$98,561, Depreciat ion Expense should be increased 
$32,651. and CWIP should be decreased $24,635 t o  
r e f l e c t  n o n - u t i l i t y  operations. 

Issue 12: should an adjustment be made t o  P lant ,  
Accumulated Depreciat ion and Depreci a t i  on Expense f o r  
corporate a l l oca t i ons  by NU1 corpora t ion  t o  C i t y ?  
Recommendation: Yes. P I  ant ,  Depreci a t i  on Reserve, 
and Depreciat ion Expense should be reduced 8243,427, 
$97,107, and $35,549, respec t i ve l y  f o r  n o n - u t i l i t y  
operations . 
Issue 13: what i s  the  appropr ia te amount o f  CWIP f o r  
t he  pro jected t e s t  year? 
Recommendation: The appropr ia te amount o f  CWIP f o r  
t he  pro jected t e s t  year based on s t a f f  adjustments i s  
$1,417,684. 
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P 

4 

Issue 14: what i s  the  appropr ia te p ro jec ted  t e s t  
year To ta l  Plant? 
Recommendation: The appropr iate amount o f  T o t a l  
P lan t  f o r  the  projected t e s t  year i s  $185,784,407. 

Issue 1 5 :  what i s  the  appropr ia te p ro jec ted  t e s t  
year Depreciat ion Reserve? 
Recommendation: The appropr ia te pro jected t e s t  year 
Depreciat ion Reserve i s $68,397,507. 

Issue 16: Should an adjustment be made t o  a l l o c a t e  
working Cap i ta l  t o  r e f l e c t  n o n - u t i l i t y  operat ions and 
corporate a1 1 oca t i  ons? 
Recommendation : Yes. worki ng Capi ta l  should be 
decreased $285,455 t o  r e f l e c t  n o n - u t i l i t y  operat ions.  

Issue 17:  Should an adjustment be made t o  " p r o j e c t  
Development costs"? 
Recommendation : Yes. worki ng Cap i ta l  should be 
increased by $40,584 and expenses should be reduced by 
$81,167. I n  add i t ion ,  the  company should be d i r e c t e d  
t o  e s t a b l i s h  spec i f i c  gu ide l ines  f o r  determining which 
expenses should be c a p i t a l i z e d  and f o r  determin ing 
when a p r o j e c t  should be considered abandoned and when 
the  associ ated accumul ated c a p i t a l  i zed expenses shoul d 
be charged t o  operat ing expenses. 

Issue 18: what i s  the  appropr ia te p ro jec ted  t e s t  
year working Cap i ta l  A1 1 owance? 
RecommendatTon:. The appropr ia te pro jected t e s t  year 
working c a p i t a l  i s  $3,543,416. 

Issue 19: what i s  the  appropr ia te p ro jec ted  t e s t  
vear r a t e  base? 
Recornmendation: 
r a t e  base i s  $120,930,316. 

Issue 20: what i s  the  appropr ia te cost  r a t e  o f  
c i t y ' s  common equ i ty  f o r  the  pro jected t e s t  year? 
Recommendation: The appropr ia te cost  r a t e  f o r  C i t y ' s  
common equ i t y  f o r  the  pro jec ted  t e s t  year i s  11.5%,  
w i t h  a range o f  p lus o r  minus 100 basis p o i n t s .  

Issue 21: what i s  the  appropr ia te amount o f  
accumulated deferred taxes t o  inc lude i n  t h e  c a p i t a l  
s t ruc tu re?  
Recommendation: The appropr ia te amount o f  
accumulated deferred taxes t o  inc lude i n  t h e  cap3 t a l  
s t r u c t u r e  i s  $10,488,832. 

The appropr iate pro jected t e s t  year 

ACCURATE STENOTYPE REPORTERS, I N C  



5 

I ssue 22: what i s  the  appropr ia te amount and cos t  
r a t e  o f  t he  unamortized investment t a x  c r e d i t s  t o  
i nc lude  i n  the  c a p i t a l  s t ruc tu re?  
Recommendation: The appropr ia te amount o f  
unamortized investment t a x  c r e d i t s  (ITCS) t o  i nc lude  
i n  the  c a p i t a l  s t r u c t u r e  i s  $883,654. The appropr ia te 
cos t  r a t e  i s  zero. 

Issue 23 :  Has FAS 109 been approp r ia te l y  r e f l e c t e d  
i n  the  caDita1 s t ruc tu re .  such t h a t  i t  i s  revenue 
neu t ra l  ? 
Recommendation: Yes. FAS 109 
r e f l e c t e d  i n  the  c a p i t a l  s t r u c  
revenue neu t ra l .  

I ssue 24: what i s  t he  appropr 
f o r  c i t v  Gas? 

has been appropr i  ate1 y 
ure,  such t h a t  i t  i s  

a t e  c a p i t a l  s t r u c t u r e  

e c a p i t a l  s t r u c t u r e  
u t i l i t i e s ,  I n c . ' s  

Recommekati on: The appropri a 
f o r  c i t y  should be based on NU 
c a p i t a l  s t r u c t u r e  f o r  i nves to r  sources. Amounts f o r  
customer deposi ts,  deferred taxes, and I T C S  should be 
s p e c i f i c a l l y  i d e n t i f i e d  a t  t he  c i t y  l e v e l .  

I ssue 25:  what i s  the  appropr ia te weighted average 
cos t  o f  c a p i t a l  f o r  the  pro jec ted  t e s t  year? 
Recommendation: The appropr ia te weighted average 
cos t  o f  c a p i t a l  f o r  t he  pro jec ted  t e s t  year i s  7.85%. 

Issue 26: Has C i t y  p roper ly  removed PGA revenues, 
expenses and taxes-other from t h e  p ro jec ted  t e s t  
year? 
Recommendation: Yes, t he  company has p roper l y  
removed PGA revenues, expenses, and taxes-other from 
t h e  pro jec ted  t e s t  year. 

I ssue 27: Has C i t y  p roper ly  removed conservat ion 
revenues, expenses, and taxes-other from t h e  p ro jec ted  
t e s t  year? 
Recommendation: Yes, t he  Company p roper l y  removed 
conservat ion revenues, expenses, and taxes-other from 
t h e  pro jec ted  t e s t  year. 

I ssue 28: what i s  the  appropr ia te amount o f  
p ro jec ted  t e s t  year t o t a l  Operating Revenues? 
Recommendation : The appropri a t e  1 eve1 o f  p ro jec ted  
t e s t  year t o t a l  operat ing Revenues i s  $35,441,489. 

Issue 29: should an adjustment be made f o r  t he  ga in  
on sa le  o f  t he  Medley property? 

ACCURATE STENOTYPE REPORTERS, I N C .  
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Recommendation: Yes. Pro jected t e s t  year working 
c a p i t a l  should be reduced by $48,148, and expenses 
should be reduced by $36,111 t o  amort ize t h e  ga in  on 
t h e  sa le  o f  t he  Medley proper ty .  

I ssue 30: Has the  Company p roper l y  a l l o c a t e d  
expenses between regulated and nonregul ated 
operat ions? 
Recommendation: No. Expenses should be reduced 
$267,871 f o r  n o n - u t i l i t y  operat ions.  
adjustment f o r  Account 923, Outside Services, i n  the  
amount o f  $506,017, which inc ludes  NU1 corporate 
serv ices,  i s  recommended i n  Issue 38. 

I ssue 31: should an adjustment be made t o  expenses 
f o r  c e r t a i n  memberships, dues, and cha r i  tab1 e 
con t r i bu t i ons?  
Recommendation: Yes, 1999 expense should be reduced 
$4,685 and pro jec ted  expenses should be reduced 
$4,970. 

I ssue 32: should an adjustment be made t o  employee 
insurance and bene f i t s?  
Recommendation: Yes. Expenses i n  ACC0I.Int 926, 
Employee Pensions and Benef i t s ,  should be increased by 
$357,075. A d d i t i o n a l l y ,  P lan t  i n  se rv i ce  should be 
increased $31,910. 

Issue 33: what i s  t he  appropr ia te  amount o f  r a t e  
case expense and what i s  t he  appropr ia te  amor t i za t i on  
per iod  f o r  t h a t  expense? 
Recommendation : Based on t h e  1 a t e s t  i nformat i  on 
provided by the  company, t he  appropr ia te  amount o f  
r a t e  case expense i s  $199,456, amortized over f o u r  
years. 

Issue 34: should an adjustment be made t o  bad debt 
expense? 

A n o n - u t i l i t y  

Recommendation: Yes, bad debt expense should be 
reduced $297,441. 

I ssue 35: should an adjustment be made f o r  l a t e  fees 
re1 ated t o  1 eased vehi  c l  es? 
Recommendation: Yes, expenses should be reduced 
$3,540 i n  t he  t e s t  year and $3,775 i n  t h e  p ro jec ted  
t e s t  year. 

I ssue 36: Should meter t u r n  ons, t u r n  o f f s  expenses 
be reduced? 

... . . , . I  - 
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Recommendation: Yes, p ro jec ted  t e s t  year expenses 
should be reduced $217,910 f o r  d u p l i c a t i o n  of 
expenses. 

Issue 37: should an adjustment be made t o  remove 
d u p l i c a t i v e  O&M expenses? 
Recommendation: Yes, O&M expenses should be reduced 
$276,708 t o  e l  i m i  nate dupl i c a t i  ve expenses. 

Issue 38: Should an adjustment be made t o  Account 
923, ou ts ide  services? 
Recommendation: Yes. ACCOUnt 923 should be reduced 
$506,017 f o r  n o n - u t i l i t y  operat ions and $40,328 f o r  
d u p l i c a t i v e  expenses. 

Issue 39: should an adjustment be made t o  t h e  
var ious expense accounts fo r  t h e  c a l l  center? 
Recommendation: Yes. An adjustment should be made 
t o  reduce expenses r e l a t e d  t o  t h e  c a l l  Center by 
$31,888. 

Issue 40: A r e  t he  t rend  ra tes  used by C i t y  t o  
ca l cu la te  pro jected O&M expenses appropr ia te? 
Recommendation: Yes. The t r e n d  ra tes  used by t h e  
company are appropr iate.  

Issue 41: Has C i t y  used the  appropr ia te t r e n d  bas is  
f o r  each O&M account? 
Recommendation: Yes. The Company has used t h e  
appropr iate t rend  bas is  f o r  each account. 

Issue 42: should the  p ro jec ted  t e s t  year  O&M expense 
be adjusted f o r  t he  e f f e c t  o f  any changes t o  t h e  t r e n d  
fac to rs?  
Recommendation : 
expenses should 
t rend fac to rs .  

Issue 43: shou 
costs? 

No. p ro jec ted  t e s t  year O&M 
not  be adjusted f o r  changes t o  t h e  

d an adjustment be made f o r  o d o r i z i n g  

Recommendation: Yes, p ro jec ted  t e s t  year expenses 
should be reduced $7,286 t o  amort ize t h e  prepa id  
odorant costs over two and one h a l f  years. 

Issue 44: what i s  the  appropr ia te  amount o f  
pro jected t e s t  year o&M expense? 
Recommendation: The appropr ia te amount o f  p r o j e c t e d  
t e s t  year O&M expense i s  $18,142,658. 

Issue 45: what i s  t he  appropr ia te amount o f  

_- . . . ,. 
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pro jec ted  t e s t  year deprec iat ion and amor t i za t i on  
expense? 
Recommendation: 
t e s t  year depreciat ion and amort izat ion expense i s  
$7,332,329. 

Issue 46: what i s  the  appropr iate amount o f  Taxes 
o ther  Than Income Taxes? 

The appropr iate amount o f  p ro jec ted  

Recommendation: The appropr iate amount o f  Taxes 
Other i s  $2,484,259. 

Issue 47: what i s  the  appropr iate Income Tax 
Expense, i nc lud ing  cur ren t  and deferred income taxes 
and i nte res t  reconci 1 i a t i  on? 
Recommendation: The appropr iate Income Tax Expense, 
i n c l u d i n g  current  and deferred income taxes and 
i n t e r e s t  reconci 1 i a t i  on, i s  $1,069,487. 

Issue 48: what i s  the  appropr iate l e v e l  o f  T o t a l  
Operating Expenses f o r  t he  pro jected t e s t  year? 
Recommendati on : The appropri a te  1 eve1 o f  T o t a l  
Operating Expenses f o r  t he  pro jected t e s t  year i s  
$29,028,732. 

Issue 49: what i s  the  appropr iate amount o f  
p ro jec ted  t e s t  year Net operat ing Income? 
Recommendation: The appropr iate amount o f  p ro jec ted  
t e s t  year N e t  operat ing Income i s  $6,412,757. 

Issue 50:  what i s  the  appropr iate p ro jec ted  t e s t  
year revenue expansion f a c t o r  t o  be used i n  
ca l  c u l  a t i  ng the  revenue d e f i  c i  ency i n c l  ud i  ng t h e  
appropr ia te elements and rates? 
Recommendation: The appropr iate revenue expansion 
f a c t o r  i s  1.6269. 

Issue 5 1 :  what i s  the  appropr iate p ro jec ted  t e s t  
year revenue def i c i  encv? 
Recornmendation: 
revenue de f ic iency  i s  $5,011,296. 

The appropr iate p ro jec ted  t e s t  year 

Issue 52 :  should any p o r t i o n  o f  the  $1,640,777 
i n t e r i m  increase granted by order  NO. 
PSC-00-2102-PCO-GU, issued November 6, 2000, be 
refunded t o  customers? 
Recommendation: No p o r t i o n  o f  the  $1,640,777 i n t e r i m  
revenue increase should be refunded. 

Issue 53 :  should c i t y  be required t o  submit, w i t h i n  
60 days a f t e r  the  date o f  the  PAA order i n  t h i s  

. . ,. I - ..~ 
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docket, a desc r ip t i on  o f  a l l  e n t r i e s  o r  adjustments t o  
i t s  fu tu re  annual repor ts ,  r a t e  o f  r e t u r n  repor ts ,  
pub1 ished f i n a n c i a l  statements, and books and records 
t h a t  w i l l  be required as a r e s u l t  o f  t he  commission's 
f i n d i n g s  i n  t h i s  r a t e  case? 
Recommendation: Yes. The u t i l i t y  should be requ i red  
t o  f u l l y  describe the  e n t r i e s  and adjustments t h a t  
w i l l  be e i t h e r  recorded o r  used i n  prepar ing repo r t s  
submitted t o  the  commi ssion . 
Issue 54: what are the  appropr ia te b i l l i n g  
determinants t o  be used i n  the  pro jec ted  t e s t  year? 
Recommendation : The appropri a t e  b i  11 i ng determi nants 
t o  be used i n  the  pro jected t e s t  year are i n d i c a t e d  on 
Attachment NO. 6, page 15 o f  s t a f f ' s  January 25, 2001 
memorandum. 

Issue 55: what i s  the  appropr ia te cos t  o f  se rv i ce  
methodology t o  be used i n  a l l o c a t i n g  costs  t o  t h e  
var ious  r a t e  c l  asses? 
Recommendation: s t a f f ' s  cost  o f  serv ice  methodology 
adjusted f o r  adjustments made t o  r a t e  base, operat ions 
and maintenance expense, and n e t  operat ing income. 

Issue 56: I f  any revenue increase i s  granted, what 
a re  the  appropr iate ra tes  and charges f o r  c i t y  
resu l  ti ng from the  a1 l o c a t i  on o f  the  i ncrease among 
customer classes? 
Recommendation: The ra tes  and charges are  d e t a i l e d  
i n  Attachment NO. 7 o f  s t a f f ' s  memorandum. 

Issue 57: what i s  the  appropr ia te e f f e c t i v e  date f o r  
any new ra tes  and charges approved by the  commission? 
Recommendati on : A1 1 new ra tes  and charges should 
become e f f e c t i v e  f o r  m e t e r  readings on o r  a f t e r  30 
days from the  date o f  the  vote approving the  ra tes  and 
charges. 

Issue 58: should t h i s  docket be closed? 
Recommendation: Yes. Thi s docket should be closed 
upon issuance of a consummating order unless a person 
whose subs tan t ia l  i n t e r e s t s  a r e  a f f e c t e d  by t h e  
commission's dec is ion f i l e s  a p r o t e s t  w i t h i n  21 days 
o f  t h e  issuance o f  t he  proposed agency ac t i on .  

ACCURATE STENOTYPE REPORTERS, INC. 
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CHAIRMAN JACOBS: So we're going t o  go now 

t o  I t e m  14, and before we begin I tem 14, I 

bel ieve  commissioner Palecki  wants t o  g i v e  a 

statement. 

COMMISSIONER PALECKI:  M r .  chairman, I w i l l  

be recusing mysel f  from I tem 14. 

CHAIRMAN JACOBS: Very w e l l .  show t h a t  

Commissioner Palecki  i s  recused. I t em 14. 

MS. STERN: I tem 14 i s  s t a f f ' s  

recommendation i n  the  C i t y  Gas r a t e  case. And 

f o r  t h e  record, we would 1 ke t o  note t h a t  t h e  

recommendation was r e v i  sed on Fr iday,  t h e  12th,  

and t h a t  t he  commission i s  v o t i n g  on the  

r e v i  sed recommendation. 

we a l so  have one minor c o r r e c t i o n  t o  make 

on Issue 2. under s t a f f  ana lys is ,  t he  t h i r d  -- 

second paragraph, the  second sentence i n  t h e  

second paragraph, the  dates, t he  years should be 

2001, n o t  2000. SO the  sentence should read, 

"New ra tes  f o r  c i t y  w i l l  go i n t o  e f f e c t  30 days 

a f t e r  t he  January 16, 2001 agenda, o r  about 

February 15, 2001. 

CHAIRMAN JACOBS: Very Well .  D id  YOU Want 

t o  in t roduce t h i s  a t  a l l ,  o r  do we go t o  the  

companies? D id  you want t o  in t roduce t h i s  a t  

ACCURATE STENOTYPE REPORTERS, I N C .  
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a l l ,  o r  we j u s t  go t o  t h e  companies? 

MR. REVELL: I t h i n k  the  Company probab 

has a couple o f  sho r t  comments. 

CHAIRMAN JACOBS: Very W e l l .  M r .  Melson 

MR. MELSON: chairman Jacobs and 

Commissioners, Rick Me1 son represent i  ng C i t y  

Gas. We are simply here t o  answer quest ions 

11 

Y 

today. wh i l e  we probably would n o t  agree 100% 

w i t h  the  s t a f f ' s  methodology on every issue,  I 

t h i n k  i n  t o t a l  i t ' s  a good recommendation. So 

we're prepared t o  answer any quest ions t h e  bench 

may have. 

CHAIRMAN JACOBS: Very Well .  

commi ssioners? 

COMMISSIONER JABER: Commissioner, I have 

general questions about r a t e  case expense, and 

t h i s  shouldn ' t  take  a l o t  o f  t ime. on I ssue  33, 

s t a f f ,  help me understand the  ana lys i s  you do 

f o r  r a t e  case expense. DO you -- what do you 

requ i re  the  u t i l i t y  t o  g i v e  you? 

MR. REVELL: B a s i c a l l y  what they  prov ide  us 

i s  a computer p r i n t o u t  o f  the  l e g a l ,  t r a v e l ,  

e x t r a  labor  expenses t h a t  go i n t o  p repar ing  t h e  

r a t e  case, and we examine t h e i r  documentation 

f o r  accuracy and completeness and prudency as 

. . . : . * -  
ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2  

1 3  

14 

1 5  

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

2 5  

1 2  

far  as the types o f  expenses incur red .  

Now, they budgeted -- o r  what they  a c t u a l l y  

incurred was f a i r l y  c lose t o  t h e i  r budgeted 

amount. 

834,000 ex t ra  t h a t  they i ncu r red  f o r  a spec ia l  

mai lout  t o  customers n o t i f y i n g  them o f  t h e  

customer hearing . 

There was one expense o f  approximately 

We were able t o  come t o  a -- w e l l ,  t h e  

reason t h i s  i s  being rev ised i s  because when t h e  

recommendation was f i l e d ,  we d i d n ' t  have 

complete in format ion o f  what t h e  r a t e  case 

expense would be. The f i l i n g  was on t h e  4 th ,  

and they hadn't closed t h e i r  December 31st  

books. The number i n  here i s  complete through 

today, because they were able t o  come up w i t h  a 

c lose number f o r  t r a v e l  and, o f  course, per  diem 

expenses, since i n  some cases NU1 and C i t y  

personnel had been here on a t  l e a s t  two o the r  

occasions, I t h i n k  a couple o f  t imes. A couple 

o f  i nd i v idua ls  have been here th ree  t imes. 

Normally sometimes what we have t o  do i s  have a 

new number a t  the  hear ing o r  a t  t h e  agenda, b u t  

we were able t o  have the  number l a s t  F r iday .  

COMMISSIONER JABER: IS t he  l e v e l  O f  d e t a i l  

such t h a t  you would know an ac tua l  breakdown o f  

PCCORATE STENOTYPE REPORTERS, I N C .  
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costs associated w i t h  the  s p e c i f i c  d u t i e s  

performed? 

MR. REVELL: Right.  I n  the  p a r t i c u l a r  case 

o f  what we go t  from C i t y ,  i t  breaks i t  down by 

i n d i v i d u a l .  we were able t o  i d e n t i f y  s p e c i f i c  

i n d i v i d u a l s ,  dates and, o f  course, t he  amount, 

and i t  was easy t o  t e l l  which were  

t ranspor ta t ion ,  which were meals, copy expenses, 

l e g a l  expenses, postage, consu l t ing  fees. so i t  

was about a four -  o r  f ive-page breakdown by 

category. 

COMMISSIONER JABER: The consu l tan t  fees,  

would they inc lude an engineer? would the re  be 

a reason f o r  an engineer t o  be inc luded,  o r  a r e  

they in-house consul tants? 

MR. REVELL: There were consu l t i ng  fees. I 

t h i n k  the  consu l t ing  fee s p e c i f i c a l l y  i d e n t i f i e d  

was no t  an engineer. But t h a t ' s  always poss ib le  

t h a t  engineering fees could be inc luded i f  t h e  

s i t u a t i o n  warranted i t .  

COMMISSIONER JABER: And are the re  

de f i c ienc ies  i n  these kinds o f  f i l i n g s ,  l i k e  

f i l i n g  de f i c ienc ies  where you would go back and 

request more in fo rmat ion  o f  t he  company? 

MR. REVELL: AS f a r  as r a t e  case expense? 

~~~ ~~ ~~~~~ 
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We could. we d i d  no t  i n  t h i s  case. we d i d  

request updates on a t  l e a s t  two o the r  occasions, 

which the  company was able t o  prov ide.  

discussed i t  w i t h  them on t r i p s  t o  Tallahassee, 

and they sent i t  up as soon as they returned 

home. 

we 

COMMISSIONER JABER: when you rece ive  those 

k inds o f  updates, i s  t he re  cos t  -- i s  t h e  cos t  

associated w i t h  g i v i n g  s t a f f  t h a t  i n f o r m a t i o n  

inc luded i n  r a t e  case expense? 

MR. REVELL: Probably not ,  because i t  would 

genera l l y  be provided by, i n  t h i s  p a r t i c u l a r  

case, personnel i n  M i a m i ,  and t h a t  would be 

considered p a r t  o f  t h e i r  I guess day-to-day 

sa la ry  and b e n e f i t s  package dur ing t h e i r  normal 

workweek. And a lso ,  genera l l y  i t  o n l y  i nvo l ves  

a computer p r i n t o u t ,  so i t  r e a l l y  wouldn ' t  

i n v o l v e  t h a t  much a d d i t i o n a l  expense on t h e  p a r t  

o f  any company personnel i n  any event. 

COMMISSIONER JABER: AS a mat ter  O f  COUrSe 

-- t h i s  i s  t he  l a s t  quest ion.  As a mat ter  o f  

course, i f  t h a t  k i n d  o f  update i s  provided by an 

ou ts ide  consul tant ,  would t h a t  be al lowed i n  

r a t e  case expense? 

MR. REVELL: W e l l ,  t h e  COnSU1tantS 

ACCURATE STENOTYPE REPORTERS, I N C .  
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genera l l y  would prov ide the  documentation t o  the  

Company. I n  the  documentation we received from 

C i t y  f o r  t h i s  case, t h e r e  was no source document 

from t h e i  r consul tants  i n c l  uded. 

COMMISSIONER JABER: okay. I d o n ' t  know i f  

any other  commissioner has any quest ions,  

chairman Jacobs, b u t  I can move s t a f f .  

COMMISSIONER DEASON: I have a few 

questions. I have quest ions concerning Issues 

6, 7, and 8. These issues deal w i t h  t h e  

i n c l u s i o n  o f  a p o s i t i v e  a c q u i s i t i o n  adjustment. 

And what I would l i k e  t o  do, i f  I could,  i s  

d i r e c t  s t a f f ' s  a t t e n t i o n  t o  a prev ious i t e m  

which the  commission has j u s t  voted upon, which 

was I tem 13. 

On page 17 o f  t h a t  recommendation, t h e r e ' s  

a discussion o f  some precedent which t h e  

Commission uses i n  analyz ing p o s i t i v e  

a c q u i s i t i o n  adjustments, and 1 agree w i t h  

approach. And f r o m  m y  reading o f  s t a f f ' s  

d iscussion on the  issues i n  C i t y  Gas, i t  

t h a t  

ppears 

t h a t  s t a f f  i s  making t h e  same p o i n t s .  I t ' s  j u s t  

t h a t  i n  I tem 13, those p o i n t s  were n o t  met, and 

we d i  sa l  1 owed the  p o s i t i v e  acqui s i  ti on 

adjustment. 

ACCURATE STENOTYPE REPORTERS, I N C .  
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S t a f f  i s  recommending i n  I t em 14 tha t  these 

be approved, and I j u s t  want t o  make sure t h a t  

s t a f f ' s  -- they do no t  enumerate t h e  c r i t e r i a  

which are del ineated i n  I t e m  13 on page 17 o f  

the  recommendation, and I j u s t  want some 

discussion. Did s t a f f  consider these i tems,  and 

i f  so, which o f  these i tems meet t h e  c r i t e r i a  

for  you t o  inc lude the  p o s i t i v e  a c q u i s i t i o n  

adjustment f o r  C i t y  Gas? 

The i tems are  increased -- fees tha t  t h e  

Commission can and should consider when 

considering a p o s i t i v e  a c q u i s i t i o n  adjustment. 

There are f i v e  i tems. one i s  increased q u a l i t y  

o f  service. I t h i n k  t h a t ' s  one o f  t h e  p o i n t s  

you make. TWO i s  a lower -- lowered opera t ing  

costs. I t h i n k  you make t h a t  p o i n t ,  i n  t h a t  

you ' re  saying t h a t  i f  these expenses were t o  

take place, t h i s  was the  most c o s t - e f f e c t i v e  way 

t o  f a c i l i t a t e  these expansions and t h a t  i t  was 

bene f i c ia l  t o  e x i s t i n g  as w e l l  as t o  customers 

which were added t o  the  system. 

MR. REVELL: That 's  co r rec t .  

COMMISSIONER DEASON: Then t h e r e  a r e  t h r e e  

other  i tems, increased abi  1 i t y  t o  a t t r a c t  

c a p i t a l ,  lower o v e r a l l  cos t  o f  c a p i t a l ,  and 5 ,  

4CCdRATE STENOTYPE REPORTERS, I N C .  
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more professional  and experienced management. 

I don ' t  t h i n k  t h a t  t he  l a s t  t h ree  apply. I 

t h i n k  t h a t  the  f i r s t  do apply. And I j u s t  want 

s t a f f ' s  feedback. I t h i n k  these are good 

c r i t e r i a ,  and I want t o  make sure before we ever 

approve a p o s i t i v e  a c q u i s i t i o n  adjustment, t h i s  

i s  the  analys is  we undertake and t h a t  we f i n d  a t  

l e a s t  one o r  more o f  these f i v e  reasons as t o  

why we are approving a p o s i t i v e  a c q u i s i t i o n  

adjustment. And I need s t a f f ' s  -- as I 

understand your analys is ,  you ' re  b a s i c a l l y  

i n d i c a t i n g  -- even though you don ' t  say i t  i n  so 

many words, you're saying t h a t  I tems 1 and 2 are 

being met.  NOW, please exp la in  that  to me. 

MR. REVELL: I t h i n k  t h a t ' s  a b i g  one, 

p a r t i c u l a r l y  f o r  c i t y ,  because 1 t h i n k  t h e  t o t a l  

o f  the  three a c q u i s i t i o n  adjustments o n l y  -- 
these three on ly  amount t o  about 1,400,000. SO 

I don' t  t h i n k  the  increased a b i l i t y  t o  a t t r a c t  

-- was number 3 a t t r a c t  f inanc ing? 

COMMISSIONER DEASON: Yes, number 3 was t h e  

a b i l i t y  t o  a t t r a c t  c a p i t a l ,  you know, on 

favorable terms, I don ' t  t h i n k  t h a t  app l i es  

here. 

MR. REVELL: That wouldn ' t .  No, t h a t  

. . . , j  ., 
~ ~ ~~ ~~ 
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wouldn' t  apply here. 

COMMISSIONER DEASON: A lower o v e r a l l  Cost 

of c a p i t a l ,  I don' t  t h i n k  t h a t  app l ies .  And 

more profess ional  and experienced management, 

t h a t  may be the  case, b u t  I d o n ' t  t h i n k  t h a t ' s  

what you ' r e  i ndi c a t i  ng . 
I t h i n k  t h a t  you ' re  -- you ' re  recommending 

approval because o f  q u a l i t y  o f  se rv i ce  t h a t ' s  

going t o  be provided t o  customers, p a r t i c u l a r l y  

those customers which were present fo rmer ly  

under a propane system t h a t  would then be 

allowed to receive na tura l  gas. 

And lower operat ing costs,  i n  the  sense 

t h a t  t h i s  i s  a c o s t - e f f e c t i v e  way t o  f a c i l i t a t e  

an expansion, i n  t h a t  i t  not  on l y  b e n e f i t s  -- 

and I guess t h i s  i s  t he  key quest ion.  It n o t  

on l y  bene f i t s  those customers which are  being 

added t o  the  system, b u t  i t  b e n e f i t s  customers 

which are already on the  system because you have 

a l a r g e r  base t o  spread f i x e d  costs? 

MR. REVELL: co r rec t .  

COMMISSIONER DEASON: That i s  t he  bas is  f o r  

t he  recommendation? 

MR. REVELL: One and 2 were t h e  pr imary 

fac to rs .  And I would say from the  s tandpoint  of 

ACCORATE STENOTYPE REPORTERS, I N C .  
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C i t y ,  I t h i n k  as a n a t u r a l  gas company, w i t h  the  

regu la t i on  they have, 1 would somewhat take  care 

o f  i t s e l f ,  the  q u a l i t y  o f  serv ice.  

But one o f  t h e  a t t r a c t i v e  fea tures  f o r  c i t y  

was the  f a c t  that  they were able t o  purchase 

these systems, a c t u a l l y  have p ipe i n  the  ground 

fo r  approximately a t h i r d  t o  a f o u r t h  o f  t he  

cos t  of what i t  would have cost  them t o  do i t  

themselves. And even though these i tems were 

f u l l y  depreciated on the  books and -- i n  t h e  

case o f  l a t e r a l s ,  i t  was F l o r i d a  Gas 

Transmission, and i t  was -- General Development 

u t i  1 i ti es had the  propane system. 

COMMISSIONER DEASON: S t a f f  i S  convinced 

t h a t  -- 
MR. REVELL: They thought t h a t  t h e  lower 

cos t  o f  -- the  lower opera t ing  costs  were 

probably the  most a t t r a c t i v e  fea tu re .  

COMMISSIONER DEASON: okay. I n  reading 

your ana lys is  on these issues, i t  s t r u c k  me 

that ,  o f  course, obv ious ly ,  one o f  t h e  b e n e f i t s  

o f  these expansions and t h e  c o s t - e f f e c t i v e  

manner o f  p rov id ing  these expansions i s  that  the  

company i s  going t o  be achieving increased 

revenue. And you even inc lude  revenue 

~~~~~ ~ 
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pro jec t i ons  t o  capture the  growth t h a t ' s  going 

t o  take place. 

L e t  me ask t h i s  quest ion.  D id  you account 

f o r  those increased revenues i n  your p ro jec ted  

revenue f o r  t h i s  r a t e  case, o r  are these 

p ro jec t i ons  ou ts ide  t h e  scope o f  t h i s  r a t e  case? 

MR. REVELL: The 2001 p r o j e c t i o n s  are  i n  

the  MFRs. The 2002 are  outs ide,  t h e  l a r g e  

increases f o r  -- 

COMMISSIONER DEASON: SO we have a 2001 

pro jec ted  t e s t  year. To the  e f f e c t  -- 

MR. REVELL: R igh t .  

COMMISSIONER DEASON: T O  t h e  ex ten t  t h a t  

there  are revenue enhancements as a r e s u l t  o f  

these p o s i t i v e  a c q u i s i t i o n  adjustments, they 

have been accounted f o r  i n  t h a t  t e s t  year. 

MR. REVELL: Correct .  

COMMISSIONER DEASON: Then I have a 

quest ion on -- i t ' s  r e a l l y  more o f  a 

c l a r i f i c a t i o n  quest ion.  I t  has t o  do w i t h  Issue 

11, and these are a l l o c a t i o n s  o f  costs .  I n  

reading your ana lys is ,  apparent ly t he re  was -- 

j u s t  l e t  me go t o  the  page. I t ' s  on page 14 o f  

your recommendation. I n  the  f i r s t  f u l l  

paragraph under s t a f f  ana lys is ,  you make 
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reference t o  a changed square footage 

a l l oca t i on .  Could you exp la in  what t h a t  change 

was? 

MR. BRINKLEY: Based on what t h e  engineer 

personal ly reviewed on some o f  t h e  d i f f e r e n t  

f a c i  1 i ti es , he ca l  cu l  ated a m i  nor change i n 

Hialeah, one o f  t h e i r  o f f i c e s  down the re .  The 

bulk  o f  the  adjustment i s  f o r  a change t o  what 

-- the  engineer intended t o  use a weighted 

average basis f o r  square footage, and he used a 

simple average. And when I reca lcu la ted  i t  

based on a weighted average o f  square f o o t  o f  

the  f a c i l i t i e s ,  I came up w i t h  t h i s  adjustment. 

COMMISSIONER DEASON: okay. NOW, how do 

you go about weight ing t h e  square footages based 

upon -- 

MR. BRINKLEY: Based upon square footage. 

COMMISSIONER DEASON: okay. Wel l ,  I ' m  

t r y i n g  t o  understand, what was t h e  mistake tha t  

was made, and how d i d  you c o r r e c t  i t ?  

MR. BRINKLEY: okay. what he d i d  was, he 

took, f o r  instance, t he  square footage f o r  a 

p a r t i c u l a r  o f f i c e .  He looked a t  t h e  n o n - u t i l i t y  

po r t i on  t o  the  t o t a l  o f  t h a t  p a r t i c u l a r  

f a c i l i t y ,  and say he came up w i t h  20% 
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n o n - u t i l i t y .  Then he turned around and looked 

a t  the  other f a c i l i t i e s  and came up w i t h  

percentages, and then he added them and d i v i d e d  

them by the number o f  f a c i l i t i e s ,  t h e  f i v e ,  and 

t h a t  was a simple average. 

I took the  square footage o f  a l l  o f  t h e  

bu i  1 d i  ngs and ca lcu la ted  the  non-uti  1 i t y  square 

footage o f  a l l  the  b u i l d i n g s  and app l i ed  

t h a t .  

COMMISSIONER DEASON: 

and I agree w i t h  what you 

reason why the re ' s  a f a i r  

t h a t  had t o  be made. 

M r .  Chairman, t h a t ' s  

okay. I understand, 

d id .  And t h a t ' s  t he  

y mater ia l  adjustment 

a l l  the  quest ions 1 

have. 

CHAIRMAN JACOBS: I have a quest ion,  going 

back t o  I t e m  6, 7. AS I understood it, your 

r a t i o n a l e  -- and I guess t h i s  is probably more 

appropr iate t o  the  propane system. Your 

r a t i o n a l e  as t o  the  amount o f  t he  a c q u i s i t i o n  

adjustment is t h a t  t he  purchase amount was 

reasonable because i t  was l e s s  than t h e  amount 

t h a t  wou 

f a c i l i t y  

cor rec t?  

d have been incu r red  had a s i m i l a r  

been b u i l t  by the  Company; i s  t h a t  

. -  
ACCURATE STENOTYPE REPORTERS, I N C .  



P 

r- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

23 

MR. REVELL: That 's  co r rec t .  

CHAIRMAN JACOBS: HOW do we conf i rm those 

estimates? DO we have any idea what the  

development costs would have been f o r  t he  

Company? Has t h a t  been done? 

MR. REVELL: I d i d  see an ana lys is  t h a t  

C i t y  Gas d i d  t h a t  proved t o  t h e i r  s a t i s f a c t i o n  

i t  was a good purchase p r i c e .  And the  on ly  

o ther  documentation 1 had was t h a t  i t  -- t h i n g s  

l i k e  the  amor t i za t ion  on a yea r l y  bas is  over 30 

years. I d i d  no t  see an updated c h a r t .  The 

o n l y  th ing ,  t he re  were some cons t ruc t ion  

numbers, o r i g i n a l  cons t ruc t ion  costs which were 

I 

m i l l  

t h a t  

-- don ' t  Think I ' v e  go t  t h a t .  I t ' s  about a 

on something. Let  me see i f  I can f i n d  

rea l  quick.  

COMMISSIONER DEASON: wh i l e  S t a f f  i s  

l ook ing  a t  t h a t ,  l e t  me ask one o ther  quest ion 

on the  a c q u i s i t i o n  adjustment. It goes w i thou t  

saying, and I assume t h i s  i s  t he  case, t h a t  

these t ransac t ions  were arm's length ,  t h e r e  was 

no a f f i l i a t e  t ransac t ions  invo lved i n  any o f  

these acqu is i t i ons .  

MR. REVELL: NO, they were t o t a l l y  arm's 

length.  But GDU was a propane system. Issues 7 

ACCORATE STENOTYPE REPORTERS, INC. 
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and 8 invo lved unused p resen t l y  -- w e l l ,  a t  t he  

t ime, unused l a t e r a l s  o f  F l o r i d a  Gas 

Transmission . They were I t h i n k  dedicated 

u t i l i t y  p l a n t  p i p e l i n e s  t h a t  were no longer  -- 
o r  l a t e r a l s  t h a t  were no longer  needed, and they 

p u t  them up f o r  sa le ,  and hey happened t o  be i n  

a p e r f e c t  geographic l o c a t  on f o r  c i t y .  

commissioners, t h a t ' s  t he  o n l y  

documentation I ' v e  go t .  I d o n ' t  have anyth ing 

t h a t  was s p e c i f i c a l l y  done by our  s t a f f .  

CHAIRMAN JACOBS: The concern f o r  me i s  

what we appear t o  be saying i s  t h a t  so l o n g  as a 

purchase i s  done which would n o t  exceed any 

comparable cons t ruc t i on  cost ,  then t h a t ' s  a 

reasonable a c q u i s i t i o n  adjustment f o r  us. 

MR. REVELL: w e l l ,  I t h i n k  t h e  impor tan t  

t h i n g  i s  t h a t  -- I t h i n k  we would l o o k  a t  more 

than t h a t .  There might be some s i t u a t i o n s  where 

i f  you were going i n  an area t h a t  would never 

generate any customers, you might be ab le  t o  

p i c k  up something cheaper than you cou ld  b u i l d  

i t  yourse l f ,  bu t  I t h i n k  you would s t i l l  need t o  

examine the  surrounding area f o r  p o t e n t i  a1 

customers and p o t e n t i a l  growth i n  t h e  f u t u r e .  

And these p a r t i c u l a r  t h r e e  happened t o  be r i g h t  

ACCURATE STENOTYPE REPORTERS, I N C .  
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i n  t h e  m i d d l e  o f  c i t y  G a s ' s  p r e s e n t  t e r r i t o r y .  

And i n  t h e  case of t h e  Homestead l a t e ra l ,  i t  

a d d s  a p p r o x i m a t e l y  100 s q u a r e  m i  1 es t o  t h e i  r 

t e r r i t o r y  t h a t  t h e y  c a n  f i n a n c i a l l y  serve. It 

goes r i g h t  down t h e  U . S .  1 c o r r i d o r  f o r  

a p p r o x i m a t e l y  t w o - t h i  r d s  of t h e  l e n g t h  of  

Homestead. 

CHAIRMAN JACOBS: I u n d e r s t a n d .  And I 

d o n ' t  t h i n k  t h a t  i t ' s  u n r e a s o n a b l e  t o  look a t  

t h a t ,  b u t  when I l o o k  a t  issues o f  e q u i t y  

be tween s h a r e h o l d e r s  a n d  r a t e p a y e r s ,  h e r e  you 

have  a p i e c e  of p r o p e r t y  t h a t ' s  g o i n g  t o  come 

o n t o  t h e  books o f  t h e  company a n d  w i l l  p r o b a b l y  

have  escalat ing va lue .  And w h a t  w e  say  -- a n d  

t h e  company p r o b a b l y  d i d n ' t  p a y  -- l e t  m e  n o t  

make t h a t  s t a t e m e n t .  T h a t ' s  n o t  clear.  Bu t  

i t ' s  a r g u a b l e  as t o  w h e t h e r  o r  n o t  t h e r e  i s  some 

actual b e n e f i t  i n  t h e  a c q u i s i t i o n  of t h e  

p r o p e r t y  i t s e l f  t o  t h e  s h a r e h o l d e r s ,  i . e . ,  t h e y  

may have  g o t t e n  t h a t  p r o p e r t y  a t  a p r i c e  t h a t  i s  

lower t h a n  i t s  a c t u a l  m a r k e t  p r i c e ,  so o n  t h e i r  

books  t h e y  have  a premium r e c o r d e d .  And t h e n  

what  w e  s a y  i s  t h a t  r a t e p a y e r s  s h o u l d  t h e n  a l l o w  

-- s h o u l d  b e  r e q u i r e d  t o  g i v e  them a recovery o f  

t h i s  va lue  t h a t  w a s  o b t a i n e d  f o r  very l i t t l e  

PCCORATE STENOTYPE REPORTERS, INC. 
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cost .  

And i f  t h a t  i s  what we're saying, I ' m  

concerned t h a t  we be as exact as poss ib le ,  

because whatever we're saying ratepayers ought 

t o  provide some recovery f o r ,  i n  m y  mind, i t  

ought t o  be p r e t t y  much f o r  t he  ratepayers '  

i n t e r e s t .  And I ' m  concerned t h a t  i f  we say 

long as i t ' s  l ess  than what the  Company wou 

have b u i l t ,  and we don ' t  have rea l  s t rong  

so 

d 

documentation o f  what the  bui  1 d i  ng cos t  would 

have been, we have somewhat o f  a fuzzy p i c t u r e  

there,  p a r t i c u l a r l y  i n  l i g h t  o f  t he  i d e a  t h a t  

we've been very, very ca re fu l  i n  water and 

wastewater analyses i n 1 ooki ng a t  acqui s i  ti on 

adjustments. I wouldn't  want us t o  loosen t h a t  

standard t o  some great  degree i n  o ther  

i ndus t r i es .  I t h i n k  we ought t o  be as c l e a r  and 

as concise when we look  a t  t h i s .  

And f o r  today's purpose, I ' m  prepared t o ,  

f o r  the  reasons you stated,  and f o r  t h i s  case 

only ,  t o  see t h i s  as a b e n e f i t .  But f o r  f u t u r e  

cases, I t h i n k  i t ' s  r e a l l y  impor tant  t h a t  we no t  

se t  t h i s  as the bar. The bar i n  my. mind should 

be much more -- there should be a much more 

ca re fu l  sc ru t i ny  o f  t he  amount o f  recovery we 

-.. , . . ~ . .  . -  
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a l l ow  i n  the  a c q u i s i t i o n  adjustment. 

NOW, then, i n  the  l a t e r a l  purchases, i t ' s  

m y  understanding t h a t  much o f  t h a t  has t o  do 

w i t h  pro jected f u t u r e  growth. IS t h a t  co r rec t?  

MR. REVELL: w e l l ,  t he  present revenue 

covers, o r  very d e f i n i t e l y  cont r ibu tes  t o  C i t y ' s  

bottom l i n e .  Both l a t e r a l s ,  however, do have a 

grea ter  degree o f  p o t e n t i a l  growth s imply  

because the  GDU system was -- the  m a j o r i t y ,  even 

though they do a n t i c i p a t e  approximately 8-1/2% 

growth f o r  2002, t h a t  was a f a i r l y  es tab l i shed 

system, a f a i r l y  f u l l  system. That was a m a t t e r  

o f  buying ou t  an ongoing concern, you might 

say. The l a t e r a l s  s t a r t  from a base t h a t  t he re  

were -- i t  was a dedicated l i n e  t h a t  c i t y  now a t  

a lower cons t ruc t ion  cos t  i s  able t o  add 

commercial, and p a r t i c u l a r l y  commercial and 

r e s i d e n t i a l  customers, s t a r t i n g  from obv ious ly  a 

zero base. 

CHAIRMAN JACOBS: So t he  revenue t h a t  w i l l  

accrue from these l a t e r a l s  i s  e x i s t i n g  revenue? 

MR. REVELL: Yes 

p o s i t i v e  c o n t r i b u t i o n  

i t ' s  -- approximately 

p ro jec ted  t e s t  year ,  

i t  i s .  And i t ' s  a 

t o  the  bottom l i n e ,  and 

one year past  t he  

t ' s  going t o  more than 

.. -.. ~. . 
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double, something l i k e  130% o r  more. 

CHAIRMAN JACOBS: okay. M y  concern i s  t h a t  

when I saw t h a t ,  t h a t  sounds l i k e  a d iscuss ion 

regarding used and use fu l .  I f  these assets are 

p r e t t y  much going t o  be used f o r  f u t u r e  growth, 

i t  sounds l i k e  you ' re  going t o  do some k i n d  o f  

used and usefu l  adjustment. what 1 hear you 

saying i s  t h a t  t he  essence o f  t he  use o f  t h a t ,  

t he  revenues t h a t  come from t h a t  a re  the re  now, 

and there fore ,  a used and usefu l  adjustment 

wouldn ' t  be o f  any rea l  consequence o r  

s ign i f i cance .  

MR. REVELL: Well, I t h i n k  i n  t h i s  case 

i t ' s  a l ready cover ing a l l  t h e i r  costs.  I d o n ' t  

deal w i t h  used and usefu l  t h a t  much, b u t  I t h i n k  

t h i s  i s  a s i t u a t i o n  t h a t ,  l i k e  most p r o j e c t s ,  

t h e y ' r e  b u i l t  i n t o  a p a r t i c u l a r  area. The 

b igger  the  area grows, t h e  more customers can go 

i n t o  it. SO I t h i n k  t h a t ' s  probably an argument 

you could make on any p r o j e c t .  Even i f  i t  was 

f e a s i b l e  from t h e  beginning, you would hope 

the re  would be more customers nex t  year and more 

customers the  year a f t e r  t h a t .  And i f  i t  was 

f u l l y  b u i l t  ou t  t o  s t a r t  w i th ,  then you wouldn' t  

be ab le  t o  add any a d d i t i o n a l  customers a t  a l l .  

ACCURATE STENOTYPE REPORTERS, I N C .  
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CHAIRMAN JACOBS: R igh t ,  r i g h t .  

Again, my concern i s  t h a t  i n  approving -- 
if t h a t  i s  indeed the  vo te ,  I wouldn ' t  want t h i s  

t o  be the  bar .  I n  m y  mind, t he re  ought t o  

c l e a r l y  t o  be a used and useful ana lys i s  t h a t  

woul d apply t o  an acqui s i  ti on adjustment , 
espec ia l l y  when, as you i n d i c a t e d  here, much o f  

t he  use o f  t h a t  a c q u i s i t i o n  has t o  do w i t h  

growth. 

I ' m  prepared -- the  ana lys i s  t h a t  you g i v e  

here, i . e . ,  t h a t  t he  costs  are e s s e n t i a l l y  

covered by e x i s t i n g  revenues, I t h i n k  i s  a 

reasonable considerat ion t o  apply i n  whether o r  

no t  you would do a used and usefu l  adjustment. 

B u t  I absolute ly  t h i n k  tha t  t h e  ana lys i s  ought 

t o  nclude t h a t .  I wouldn ' t  want t o  r u l e  i t  

out ,  and I d i d n ' t  see i t  here, so t h a t ' s  why I 

wanted t o  r a i s e  it. 

COMMISSIONER DEASON: L e t  me ask another 

question, s ince we're k i n d  o f  d e l v i n g  i n t o  t h i s  

a l i t t l e  b i t .  Issues 7 and 8, they address 

a c q u i s i t i o n  o f  a l a t e r a l .  s t a f f  has made t h e  

review, and i t  appears t h a t  i t  was a 

cos t -e f fec t i ve ,  prudent t h i n g  t o  do, and I ' m  no t  

r e a l l y  debating t h a t .  The quest ion i s :  why 

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ACCURATE STENOTYPE REPORTERS, I N C .  

30 

does t h i s  even come up as a quest ion o f  an 

a c q u i s i t i o n  adjustment? IS i t  because F l o r i d a  

Gas Transmission i s  a regulated u t i l i t y  

regulated by FERC? 

MR. REVELL: We t a l k e d  about t h a t ,  and I 

t h i n k  they ' re  a c q u i s i t i o n  adjustments as fa r  as 

issues i n  the  recommendation because t h a t ' s  what 

they were included as i n  t h e  MFRs. The 

acqu is i t i on  adjustments t h a t  I ' m  most f a m i l i a r  

w i th ,  i n d i r e c t l y  o r  d i r e c t l y ,  are no t  o f  t h i s  

type. I n  the  case o f  7 and 8, t he re  are  no 

customers a t  a l l .  I t h i n k  i t ' s  an a c q u i s i t i o n  

adjustment i n  the  sense t h a t  they p a i d  more than 

book value. 

COMMISSIONER DEASON: W e l l ,  t h a t  r a i s e s  

another i n t e r e s t i n g  question. The book V a l  ue 

f o r  both o f  these l a t e r a l s  was zero, and we know 

t h a t  i t  had some value. I j u s t  assumed tha t  fo r  

F l o r i d a  Gas Transmission's purposes, apparent ly  

they were going t o  abandon -- they had no 

f u r t h e r  use, and apparent ly they have some 

accounting f l e x i b i l i t y  from FERC, and they  j u s t  

b a s i c a l l y  wrote these o f f  o f  t h e i r  books, and 

f o r  t h e i r  books, they had zero value. 

MR. REVELL: Exact ly ,  yes. The o n l y  
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documentation on t h a t ,  there  was an i n d i c a t i o n  

i n  the  aud i t  work papers t h a t  our aud i to rs  d i d  

check w i t h  F l o r i d a  Gas Transmission, and they do 

have zero -- o r  were zero book value on t h e i r  

books. But I d o n ' t  know what t h e i r  accounting 

standards were o r  how many years they amort ized 

them over. They're approximately I t h i n k  

35-year-old systems. 

COMMISSIONER DEASON: NOW, l e t  me ask YOU 

t h i s  question. L e t ' s  assume -- and t h i s  i s  

s t r i c t l y  assumption. I have no idea what i t  

cost  F l o r i d a  Gas Transmission t o  b u i l d ,  say, the  

l a t e r a l  which i s  described i n  Issue 8. L e t ' s  

j u s t  assume t h a t  i t  cost  them a m i l l i o n  d o l l a r s  

t o  b u i l d  i t , and they s t i l l  had i t  on t h e i r  

books a t  a m i l l i o n  d o l l a r s ,  and C i t y  Gas comes 

i n  and says, "Look. we're going t o  buy t h i s  

l a t e r a l ,  and C i t y  GaS i s  going t o  s e l l  i t  t o  us 

f o r  450,000, and i t ' s  cos t -e f fec t i ve  f o r  us t o  

do it. But we want t o  pu t  a m i l l i o n  d o l l a r s  i n  

our ra te  base, because t h a t ' s  what was on 

F1 o r i  da Gas Transmi s s i  on ' s books. " what would 

you do then? 

MR. REVELL: MY f i r s t  f e e l i n g  i s  t h a t  

you ' re  r i g h t ,  i t  would be purchase p r i c e .  I t  

..-~ ~. . . .. ., . .  
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w o u l d n ' t  be anything on FGT'S books. 

COMMISSIONER DEASON: okay. W e l l ,  t h a t ' s  

m y  p o s i t i o n  too ,  but  maybe I'll g e t  you t o  

t e s t i f y  w h e n  we  have an a c q u i s i t i o n  a d j u s t m e n t  

i n v e s t i  g a t i  on agai n . 
CHAIRMAN JACOBS: That takes care o f  your 

questions? 

I w a s  about t o  de lve  o f f  i n t o  t h i s  ROE 

discussion, b u t  I th ink  1'11 hold o f f .  I t h i n k  

I get  t h e  po in t ,  so I don't  have any f u r t h e r  

quest ions . 
No f u r t h e r  questions? Do I have a m o t i o n ?  

YOU had a m o t i o n ,  d i d n ' t  you? 

COMMISSIONER DEASON: I can second t h e  

motion. 

CHAIRMAN JACOBS: Moved and seconded tha t  

I t e m  14 be approved. w i t h o u t  ob jec t i on  -- I 
guess I should take a vote.  A11 i n  favor say 

I ,  aye. I, 

COMMISSIONER JABER: Aye. 

COMMISSIONER BAEZ: Aye. 

COMMISSIONER DEASON: Aye. 

CHAIRMAN JACOBS: A11 opposed? s h o w  I t e m  

14 approved. I should be recorded as vo t ing  

"aye" as w e l l .  

ACCURATE STENOTYPE REPORTERS, INC.  
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NOW w e ' l l  r e v e r t  t o  I t e m  12.  we ' re  going 

t o  take about a f ive-minute break t o  g i v e  

commissioner Palecki  a moment t o  ge t  back i n t o  

the  room. 

(short  recess. ) 

CHAIRMAN JACOBS: We're going t o  90 back On 

the  record. I hear from s t a f f  t h a t  we need t o  

r e v e r t  back t o  Issue 11, so s t a f f  -- 
MR. WHEELER: Yes, I t e m  14. I j u s t  W a n t  t o  

r e i t e r a t e  t h a t  as a r e s u l t  o f  t h e  amended 

recommendation, t h e  revenue requi  rement was 

changed by about $121,000, and I j u s t  wanted t o  

make c l e a r  t h a t  t h e  r a t e s  that  a r e  at tached t o  

the  o r i g i n a l  recommendation do n o t  r e f l e c t  t h a t  

change, so t h a t  t h e  s t a f f  w i l l  be making a minor 

change t o  the  ra tes  i n  order  t h a t  they recover 

the  t o t a l  revenue requirement as adjusted.  

COMMISSIONER DEASON: M r .  chairman, I can 

recommend t h a t  we a l l o w  s t a f f  to make those 

changes cons is ten t  w i t h  t h e  methodology, j u s t  

make sure t h a t  they c o r r e c t  f o r  t h e  r e v i s i o n s  

t h a t  were made t o  t h e  recommendation e a r l i e r .  

That 's  what you ' re  ask ing us t o  l e t  you do; 

cor rec t?  

MR. WHEELER: Yes. 
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CHAIRMAN JACOBS: There’s a m o t i o n .  I S  

t h e r e  a second? 

COMMISSIONER BAEZ: second. 

COMMISSIONER JABER: second. 

CHAIRMAN JACOBS: I t  has been moved and 

seconded t h a t  s t a f f  be a l l o w e d  t o  modify i t s  

r e c o m m e n d a t i o n  w i t h  regard t o  t h e  r a t e  schedule. 

~ 1 1  i n  favor say “aye. I ,  

COMMISSIONER JABER: Aye. 

COMMISSIONER DEASON: Aye. 

COMMISSIONER BAEZ: Aye. 

CHAIRMAN JACOBS: Aye. opposed? 

I t e m  14 as amended i s  approved. 

(conclusion o f  cons iderat  on o f  I t e m  14.) 

~~~~~ ~~ ~ 
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