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I N  ATTENDANCE : 

CAROLYN BERMUDEZ , representing City Gas Company o f  

F1 o r i  da . 
DIANE BLOOM , representing Bel 1 South. 

JEFF HANDLEY , representing TDS Tel ecom. 

MELISSA POWERS , representing Ind i  antown Gas. 

DON ROFF , representing Del o i  t t e  and Touche. 

LEE L. WILLIS, RICHARD WALKER and PHIL BARRINGER, 

representing Tampa E l e c t r i c  Company. 

DONNA HOBKIRK, representing Peoples Gas Company. 

JIM MESITE, representing F lor ida Publ ic U t i l i t i e s .  

RUSSELL BADDERS , representing Gul f Power Company. 

JAMES A. McGEE, BRENDA PALMER and JAVIER PORTUONDO, 

representing Flor ida Power Corporation. 

DON BABKA, DAVE HUSS and BILL FEASTER, representing 

F lor ida Power and L ight  Company. 

PAT LEE, DALE MAILHOT and RALPH JAEGER, representing 

the FPSC Commission S t a f f .  
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P R O C E E D I N G S  

MR. DEVLIN: L e t ' s  go ahead and get s tar ted.  I don ' t  

;now i f  t h i s  would be an e f f i c i e n t  way o f  s t a r t i n g  the workshop 

iff, bu t  we probably need t o  do some in t roduct ion.  We have got 

1 whole bunch o f  people out here, and I t h i n k  we a lso have some 

'olks t h a t  may be c a l l i n g  i n  on the phone, i s  t h a t  correct? 

'here was one e a r l i e r .  Okay. Whoever c a l l e d  i n ,  could you 

)lease i d e n t i f y  yoursel f? 

MS. BERMUDEZ: Yes. I am Carolyn Bermudez from City 

;as Company o f  F lor ida.  

MS. BLOOM: This i s  Diane Bloom. 

MR. HANDLEY: J e f f  Handley from TDS Telecom. 

MR. DEVLIN: I ' m  going t o  repeat those names because 

ve d idn ' t  get  them. John Handley, TDS. 

MR. HANDLEY: I t ' s  J e f f  Handley. 

MR. DEVLIN: J e f f  Handley, sorry.  And we d i d n ' t  get 

:he other two, I ' m  sorry.  

MS. BLOOM: Diane Bloom w i t h  BellSouth. 

MR. DEVLIN: Diane Bloom, BellSouth. 

MS. BERMUDEZ: Carolyn Bermudez, City Gas Company o f  

-1 o r i  da . 
MR. DEVLIN: Carolyn Burmuda? 

MS. BERMUDEZ : Bermudez . 
MR. DEVLIN: Okay. 

MS. POWERS: Melissa Powers w i t h  Indiantown Gas. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. DEVLIN: Okay. Thank you. Did somebody else 

j u s t  chime i n ?  I th ink  I heard another phone. 

MR. ROFF: This i s  Don Rof f  w i t h  De lo i t t e  and Touche. 

MR. DEVLIN: Could you repeat tha t ,  please, Don. 

MR. ROFF: This i s  Don Rof f ,  R-0-F-F, as i n  Frank, 

I was i n v i t e d  t o  wi th  De lo i t t e  and Touche i n  Dallas, Texas. 

attend t h i s  conference. 

MR. DEVLIN: Thank you, Don. Okay. The reason f o r  

the conference i s  t h a t  we are t r y i n g  t o  understand and educated 

ourselves w i t h  respect t o  t h i s  new accounting pronouncement, 

143 asset ret irement ob l iga t ion .  We are going t o  go around the  

room a l i t t l e  b i t ,  and I ' m  going t o  encourage the companies who 

provided comments and want t o  be ac t i ve  i n  our workshop today 

t o  come t o  t h i s  tab le  today where we can hear you. 

Don Babka, w i l l  you get up here please. Where i s  

Javier? I know i t ' s  an awkward type s e t t i n g  f o r  a workshop. 

I t ' s  more o f  a s e t t i n g  f o r  a formal ev ident ia ry  hearing. 

MS. LEE: What i s  on the tab le  are copies o f  

everybody's responses t o  the data request as wel l  as the 

s ide-by-s ide comparison o f  those responses. I wasn't r e a l l y  

expecting such an overwhelming attendance t o  t a l k  about 143, 

but  we are making addi t ional  copies, so i f  you don ' t  get  a 

copy, j u s t  hold on. 

MR. DEVLIN: For those who are c a l l i n g  i n ,  i f  you can 

mute your phones wh i le  you are not t a l  k i ng  because we are 

FLORIDA PUBLIC SERVICE COMMISSION 
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j e t t i n g  some feedback, we would appreciate it. And anybody who 

i a s  jo ined us t h a t  hasn' t  i d e n t i f i e d  themselves, please do, as 

rJe go through there. Has there been any addi t ional  people 

jo in ing  us by phone i n  the l a s t  f i v e  minutes or  so? Okay. 

I would, again, ask tha t  the  companies who want t o  

Dart ic ipate ac t i ve l y  i n  t h i s  workshop, come t o  t h i s  f r o n t  

table. 

here, Don Babka. I ' m  sorry, I forgot  your name. 

I th ink  we have F lor ida Power and L ight  represented 

MR. HUSS: Dave Huss. 

MR. DEVLIN: Dave Huss. Javier from Power Corp. And 

I ' m  not sure - -  
MR. WALKER: Richard Walker from Tampa E lec t r i c .  

MR. DEVLIN: Richard Walker from Tampa E lec t r i c .  How 

about Gulf  Power, do you want t o  pa r t i c i pa te  i n  t h i s ?  Could 

you come t o  the f r o n t  table,  please. And I th ink  the only 

other commenter we had - -  and, P a t ,  correct  me i f  I ' m  wrong - -  
i s  Peoples Gas. Would you l i k e  t o  come t o  the f ron t  table? 

Okay. 

Well, what I plan on doing, t h i s  i s  a very informal 

workshop, and I ' m  going t o  give the opportunity f o r  each 

company who wants t o  par t i c ipa te  t o  make some opening remarks. 

But some o f  the th ings t h a t  we want t o  address, and you 

probably could glean from our data request i s  t ha t  we need t o  

answer the question o f  whether t h i s  Commission should have a 

rulemaking o r  not and whether we should adopt FAS 143 o r  not. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Ind t h a t  i s  a fundamental question t h a t  we would like t o  p u t  on 
the table today. We also want t o  get a better feel for what  
t ind of assets are affected by 143. 

)f assets have w i t h  them legal obligations as defined by 143. 

3peci a1 1 y 1 ooki ng a t  this concept of promi ssory estoppel 
rJhere I have heard this theory t h a t  since cost removal is  part 
Df base rates, one could argue t h a t  there is  a promise t h a t  the 
J t i l i t ies  are making t h a t  they will  make good w i t h  t h a t  money 
and spend the money on cost removal. 

In other words, w h a t  kind 

And i f  you take t h a t  extreme position i t  seems t o  me 
that a l l  assets would be subject t o  143. And I would like 
people t o  address t h a t  particular posi t ion.  Also, the concept 
i f  we do have assets and obl iga t ions  under 143, would the 
assets be considered i ntangi bl e assets. And t h a t  becomes 
germane because by virtue o f  the classification there may be a 
property t a x  imp1 ication. 

And another question I had, and Pat  and Dale can 
chime i n  a t  any time, i f  an ARO does not  apply t o  some assets, 
l e t ' s  say the transmission and d i s t r ibu t ion  area, does t h a t  
mean t h a t  we can go ahead and treat cost removal as we always 

do as p a r t  o f  depreciation, or is  there some constraint t h a t  
143 would place upon us i n  situations where there isn ' t  an 
asset retirement ob l iga t ion .  Those are the kind  of things, a t  
least, t h a t  I would like t o  see addressed. Pa t  and Dale can 
chime i n .  

FLORIDA PUBLIC SERVICE COMMISSION 
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After we have opening remarks, we will  have some Q 
md A and sort of a free-for-all discussion. And after t h a t  is  
lone I plan on passing out  a proposed rule t h a t  we can walk  

:hrough, i t ' s  just two pages long. One other question t h a t  
>ale came up w i t h  this morning t h a t  I would like t o  address is  
if we elect, i f  the Commission elects not t o  adopt 143, why do 

Ire have t o  have any accounts? Maybe a l l  we need t o  do is  t o  
lave the differences between 143 and regulation and i t  i s  
irimarily i n  the cost removal area, be identified and 

mecognized as a regul atory asset and 1 i abi 1 i t y  and regul atory 
jebits and credits. And maybe t h a t  i s  a l l  we need t o  have is a 
?ecognition of those differences i n  those four accounts. Does 
that make sense? We d o n ' t  know. 

We're not sure i f  t h a t  is  possible or no t ,  but  we 
Mould like some discussion on t h a t .  T h a t  would be the simplest 
day I would t h i n k  t o  handle i t .  I f  we have the conclusion t h a t  
de d o n ' t  want t o  adopt 143 because we real l y  don ' t want i t  t o  
affect revenue requirements, we want i t  t o  be revenue neutral, 
okay. 

P a t ,  Dale, before I ask for opening remarks, i s  there 
a n y t h i n g  you want t o  add? 

MS. LEE: No. I t h i n k  you have covered everything I 

was concerned about. 
MR. DEVLIN: Okay. I f  i t  i s  okay w i t h  everybody 

else, t h a t  i s  how I would like t o  proceed w i t h  this. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Don, would you l i k e  t o  make any remarks a t  t h i s  

3oi n t?  

MR. BABKA: Yes. I th ink  t h a t  we do need a r u l e  and 

it i s  bas i ca l l y  f o r  the reasons t h a t  Dale stated, so tha t  we 

:an record regulatory assets and l i a b i l i t i e s  f o r  the 

3ifferences between 143 and what we do f o r  regulatory purposes. 

de do not bel ieve t h a t  we should adopt 143 f o r  se t t i ng  rates. 

de bel ieve tha t  what we are doing now i s  the  correct  way t o  do 

it. Dave Huss w i th  me has some comments on the adoption o f  

143. Should I go through those a t  t h i s  time? 

MR. DEVLIN: Yes, t h a t  w i l l  be great. 

MR. BABKA: And what k ind o f  problems we are having 

and t h a t  so r t  o f  th ing.  

MR. DEVLIN: Before you do, Don, i f  I understand your 

i n i t i a l  comments, are you agreeing with,  I guess, Dale tha t  the 

only accounts we need t o  r e l y  upon here are the regulatory 

asset and regulatory 1 i abi 1 i t y  accounts, and we don ' t  need t o  

set up an in tangib le  asset account and an ARO, I th ink  i t  i s ,  

an ob1 i g a t i  on account? 

MR. BABKA: We d e f i n i t e l y  need something there t o  

al low us t o  use FAS 71 t o  report  assets and l i a b i l i t i e s  under 

FAS 71. And tha t  could be a very short r u l e  t o  get there. I ' m  

not sure i f  we need anything beyond tha t ,  except the  th ing  t h a t  

we might want t o  add i n  there i s  the f a c t  t h a t  we should record 

any asset t h a t  resu l ts  from an ARO as an in tang ib le  t o  t r y  t o  

FLORIDA PUBLIC SERVICE COMMISSION 
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ledge a g a i n s t  increas ing  proper ty  t a x e s .  So we might want t o  
jet t h a t  i n  the rule, a s  well. 

MR. DEVLIN: Well, I t h i n k  - -  and Dale can speak f o r  
it - -  I t h i n k  the idea was t h a t  maybe we d o n ' t  need t o  have an 
in t ang ib le  a s s e t  o r  an ob1 i g a t i o n  type  1 i abi 1 i t y  account,  we 
Mould just rely on the regula tory  a s s e t  and r egu la to ry  
1 i abi 1 i t y  accounts we now have i n  USOA just t o  capture  any 
jifferences and then we d o n ' t  get i n to  t h a t  argument about is  
i t  i ntangi bl e o r  i ntangi bl e a s s e t .  

MR. BABKA: I t h i n k  i t  would he lp  us on the property 
tax  side i f  the Commission d id  say t h a t  i t  should be reported 
as an i n t a n g i b l e ,  though. I t h i n k  i t  would be helpful t o  us. 

MS. LEE: How does t h a t  match, though, w i t h  what 143 

says,  t h a t  i t  i s  not  an in t ang ib le?  
MR. BABKA: Well, f o r  ex terna l  r epor t ing  purposes t o  

the SEC what we r e p o r t  i s  p l a n t - i n - s e r v i c e  a s  one number and we 
d o n ' t  break i t  down in to  the fu l l  d e t a i l  a s  t o  whether i t  i s  

i n t a n g i b l e  o r  no t .  So, f o r  FCC r epor t ing ,  even though i t  is  
recorded i n  an in t ang ib  e account f o r  r egu la to ry  purpose i t  

s t i l l  shows up i n  p l a n t  i n - s e r v i c e  i n  ex te rna l  r e p o r t s  t o  the 
FCC. So i t  r e a l l y  d o e s n ' t  mat ter .  

MR. MAILHOT: And maybe this i s  a r ea l  fundamental 
ques t ion ,  you know, I d o n ' t  r e a l l y  understand. I f  we s a i d ,  you 
know, t h a t  we a r e  not  going t o  adopt 143, would you s t i l l  have 
t o  record - -  f o r  f i n a n c i a l  repor t ing  purposes,  would you r e p o r t  

FLORIDA PUBLIC SERVICE COMMISSION 
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the asset ret irement cost and the asset retirement ob1 iga t ion ,  

)r would you repor t  a regul atory asset and regul a tory  

1 i a b i l  i t y ?  

MR. BABKA: We1 1, what we would need i s  - - 
MR. MAILHOT: I f  we have a r u l e  t h a t  says we are not 

adopting 143. 

MR. BABKA: We would repor t  under the SEC ru les,  we 

Mould have t o  establ ish it. But then on account o f  you not 

adopting i t  - -  and there again you w i l l  have t o ,  I th ink  we 

need a r u l e  i n  order f o r  us t o  record these regulatory assets 

and l i a b i l i t i e s .  It would be l i k e  a r u l e  on FAS 109 where we 

record regulatory assets and 1 i a b i  1 i t i e s  f o r  any dif ferences, 

and i t  comes r i g h t  back t o  APB 11 when you get done w i t h  it. 

4nd t h a t  i s  bas i ca l l y  what we bel ieve should be done here. 

de get a r u l e  i t  w i l l  al low us t o  record those regulatory 

assets and l i a b i l i t i e s  f o r  any dif ferences. It w i l l  come r i g h t  

back t o  what we are doing today. But we would s t i l l  have t o  

imp1 ement an ARO f o r  external repor t ing purposes. 

I f  

MS. LEE: So you need a r u l e  t o  establ ish the 

regul a tory  asset and 1 i abi 1 i t y  accounts f o r  what reason, 

though? 

MR. BABKA: I believe t h a t  i t  would be best i f  we 

did,  because otherwise we r e a l l y  have no au thor i ty  t o  record a 

regulatory asset o r  l i a b i l i t y  unless the Commission says tha t  

we can do it. 

FLORIDA PUBLIC SERVICE COMMISSION 



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 

11 

MS. LEE: And you need t h a t  f o r  FAS 71? 

MR. BABKA: Yes. Unless somebody has a d i f f e r e n t  

)pinion. 

MR. PORTUONDO: This i s  Javier f o r  F lor ida Power. I 

3gree. 

nore f o r  the  attorneys. 

zould create a regulatory asset and l i a b i l i t y  and t h a t  would 

su f f i ce  f o r  FAS 71 purposes, but I w i l l  leave i t  t o  the 

attorneys. 

I ' m  not sure i f  a r u l e  i s  required, because t h a t  i s  

I thought the Commission by order 

MR. DEVLIN: I ' m  not going t o  speak f o r  the 

attorneys, but i f  there i s  general a p p l i c a b i l i t y  involved we 

dant something t o  e f f e c t  maybe mu l t i p le  industr ies,  we w i l l  go 

t o  rulemaking. Orders are usual ly company-specific. 

MR. PORTUONDO: That's f ine .  But I would agree w i th  

Dale t h a t  I th ink  a l l  t h a t  i s  necessary here i s  the 

establ ishment o f  the accounts necessary t o  make sure i t  i s  

revenue neutral  f o r  ratemaking purposes and s t i l l  al low us to ,  

f o r  external report ing,  t o  record i t  accordingly. 

MR. DEVLIN: Well, we were t r y i n g  t o  come up w i th  a 

way o f  keeping t h i s  as simple as possible, and I th ink  t h a t  was 

a suggestion. Maybe we don ' t  t o  have a bunch t o  record t h i s .  

What i s  the asset cal led,  asset ret irement costs, and another 

account ca l l ed  asset retirement ob1 iga t ion ,  and another account 

ca l led  accretion expense. 

l i k e  t h a t  t h a t  are mentioned i n  the FASB statement and used 

I th ink  I have a bunch o f  accounts 

FLORIDA PUBLIC SERVICE COMMISSION 
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those accounts and account f o r  the dif ferences as a regulatory 

3sset o r  l i a b i l i t y ,  or  j u s t  ignore a l l  o f  t h a t  and account f o r  

the dif ferences. 

MR. PORTUONDO: I th ink  we s t i l l  need t o  account f o r  

it i n  accordance w i th  143 so t h a t  we have the information 

necessary f o r  external report ing.  And then neutra l ize the 

impact t o  the  customer through the regulatory asset and 

l i a b i l i t y .  You know, I th ink  i t  provides a be t te r  t r a i l .  

MR. DEVLIN: We were going down t h a t  road, qu i te  

f rankly,  and then t h i s  other idea came up. 

MR. PORTUONDO: I t ' s  almost the same idea except you 

are s t i l l  creat ing an asset, a regulatory asset o r  l i a b i l i t y  t o  

neutral ize,  but  you have a l i t t l e  b i t  more d e t a i l  on what i s  

happening w i t h  the ARO and the 143 aspect o f  it. 

MR. DEVLIN: Okay. Thanks, Javier. 

Dave, do you want t o  give us an overview? 

MR. HUSS: Well, I was j u s t  going t o  go over a f t e r  

143 was issued, FPL set up a bunch o f  teams or  teams t o  f i l t e r  

each one o f  the d i f f e r e n t  power, each one o f  the d i f f e r e n t  

functions. We have a power team, a power systems team, a 

nuclear team, and an HR and corporate team, and they looked a t  

bas i ca l l y  everything t h a t  was out there t h a t  could be construed 

t o  be a regulatory asset retirement ob l igat ion.  On each one o f  

the teams they also had a legal  representative. 

I n  the power generation area, we are s t i l l  i n  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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Drocess o f  looking t h a t  area over t o  determine i f  we have asset 

retirement obl igat ions.  And one o f  the areas, as you point  

wt ,  i s  the problem o f  promissory estoppel. Looking a t  the 

leases o r  what we have out there as f a r  as legal  contracts or 

anything, we don ' t  t h ink  we have an asset ret irement ob l igat ion 

under any legal  contract t o  tear  down one o f  our f o s s i l  plants. 

MR. DEVLIN: Excuse the in te r rup t ion .  How about 

nuclear though, you do? 

MR. HUSS: Under nuclear, because o f  the NRC 

requirements t o  dispose o f  the nuclear contaminated port ion,  

tha t  part  we do have an asset retirement ob l iga t ion  fo r .  

MR. DEVLIN: But not f o s s i l  fue l .  

MR. HUSS: A t  t h i s  t ime we do not have a legal  

determination on the f o s s i l  fue l ,  and also we don ' t  have a 

legal  determination on the nuclear side on the part  t h a t  i s  not 

covered under the NRC requirements. 

MS. LEE: Which would be what, Dave, a re tu rn  t o  

Greenfield? 

MR. HUSS: Bring i t  down t o  Greenfield o r  any o f  the 

noncontami nated port ions t h a t  woul dn ' t necessari 1 y be covered 

under the NRC. 

MR. BABKA: P a r t  o f  our problem w i t h  ge t t i ng  t h i s  

accomplished i s  our attorneys have been t i e d  up w i t h  the ra te  

case and now the need hearing, so they haven't been able t o  

s h i f t  over here t o  t h i s  and help us t o  determine whether we 
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have promissory stuff or not .  So we are kind  of running behind 
the game. 

MR. HUSS: On the transmission and distribution, most 
of w h a t  we looked there is  we do not have any legal 
requirements t o  remove our assets. And because most of our 
assets are sitting on land t h a t  have perpetual right-of-ways 
t h a t  we d o n ' t  t h i n k  we have an asset retirement obl iga t ion ,  or 
i f  we do i t  cannot be calculated under the FASB. There are 
certain ones, though, t h a t  we do have t h a t  we are going t o  be 
looking a t ,  and those would be some of our right-of-ways over 
government property, federal government property t h a t  have a 
50-year or 30-year length, and over some Indian reservations. 
Also there are certain specific components i n  t h a t  area t h a t  
may require us t o  look a t  them, creosote poles and equipment 
containing PCBs, t h a t  there i s  a requirement t h a t  you have t o  
do something w i t h  i t .  

MR. DEVLIN: T h a t  would be i n  the transformers? 
MR. HUSS: Yes. A t  this poin t  we are s t i l l  trying t o  

come up w i t h  the legal requirements, and hopefully by the end 
of next month we will have those completely established and we 
will s tar t  moving in to  the measurement phase of this project. 

MS. LEE: What about asbestos, asbestos removal? You 
have a l o t  of t h a t  i n  your fossil plants. 

MR. HUSS: Right. We are also looking a t  asbestos 
removal t o  determine i f  when you shut down the fossil p l a n t ,  i f  
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'ou have t o  do something specific w i t h  the asbestos, you have 
:o take out or figure out  w h a t  you are going t o  do w i t h  i t  t o  
:a1 cul ate t h a t  requirement . 

MS. LEE: When I read FAS 143 there i s  an implication 
;hat i f  i t  i s  not an ARO then removal costs should be expensed 
IS they are incurred. Do you interpret - -  does FPL interpret 
.43 t o  mean t h a t ?  And i f  no t ,  why not. 

MR. HUSS: I d o n ' t  t h i n k  the interpretation currently 
) u t  there is  t h a t  i f  i t  i s  not an ARO t h a t  you would 

immediately expense removal costs. I t h i n k  they looked a t  i t  

ind determined t h a t  t h a t  is  covered under - - i f  i t  is  not ARO 

/ou can continue t o  record i t  as you are currently recording 
it. In other words, we record i t  as removal costs i n  our 
lepreciation computations. Part of the - -  I t h i n k  part of the 
inswer for t h a t  was because the SOP came out  and was 
specifically addressing t h a t ,  t h a t  the interpretation was t h a t  
:he FASB was considering t h a t  piece or their interim removal 
:ost component of a l l  of this i n  the SOP and not i n  the FASB. 

MS. LEE: Do you agree w i t h  me t h a t  there i s  an 
implication there, though, i n  143? 

MR. HUSS: I will agree w i t h  you t h a t  there was t h a t  
Zoncern a t  one po in t .  

MS. LEE: Okay. B u t  you are making the determination 
that i t  wasn't  intended. 

MR. HUSS: Right. 
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MR. DEVLIN: That was one o f  our i n i t i a l  fundamental 

questions. Does everybody agree w i t h  FPL i n  tha t  pos i t i on  t h a t  

i f  there i s  not  ARO tha t  we can go ahead and book cost removal 

3s pa r t  o f  our depreciat ion process, and t h a t  i s  what everybody 

Aans on doing? 

MR. PORTUONDO: Yes, f o r  F lo r i da  Power. 

MR. BADDERS: The same f o r  Gu l f  Power. 

MR. WALKER: Yes. We are s t i l l  looking a t  i t  from 

the standpoint o f  p o t e n t i a l l y  we have t o  rec lass i f y  i t  as a 

*egulatory l i a b i l i t y ,  so we are s t i l l  look ing a t  t h a t  issue. 

3ut continue, you know, the regulatory  accounting and 

*atemaking as i s .  

MR. DEVLIN: Dave, are you done? 

MR. HUSS: Yes. 

MR. DEVLIN: You said legal  i s  going t o  get back, d i d  

you say next month? 

MR. HUSS: Hopeful ly we w i l l  have a f i n a l  

determination next month and we can a lso  s i t  down and go over 

i t  w i th  our audi tors and make sure a t  t h a t  po in t  t ha t  they 

vJould be i n  agreement w i th  the legal  in te rpre ta t ions  we have 

come up w i th .  

MS. LEE: Have your audi tors  a t  t h i s  po in t  given you 

any adv ce o r  i nd i ca t i on  o f  how they are i n te rp re t i ng  143? 

MR. DEVLIN: I don ' t  t h ink  we have discussed 

speci f ics  w i t h  our audi tors a t  t h i s  po in t .  We have had, I 
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: h i n k ,  a conference w i t h  them, but  I d o n ' t  t h i n k  we have gotten 
my specific areas as t o  which things are covered and aren't 
:overed. 

MR. DEVLIN: Would t h a t  be confidential, t h a t  
locument t h a t  you get from legal, which apparently legal is  
joing t o  advise you on w h a t  assets are subject t o  143. Would 

;hat  document be confidential? We are trying t o  educate 
iurselves, and I t h i n k  t h a t  might be useful i f  we could get 
iccess t o  t h a t .  

MR. FEASTER: Let us look i n t o  t h a t .  Any th ing  t h - t  
iould clearly - - i f  i t  is  done for our 1 awyers, then i t  would 

'al l  under the attorneyklient privilege. B u t  a t  the same time 
/e appreciate t h a t  you a l l  need information t o  do your job. 

Ion ' t  p in  us down on t h a t ,  bu t  we will certainly be happy t o  
liscuss i t .  

MR. DEVLIN: Thanks, Bi l l .  And i t  sounds like we are 
joing t o  - - legal is  going t o  give you this interpretation, you 

Ire going t o  s i t  down w i t h  the auditors, see i f  they have a 
iroblem. Assuming there i sn ' t  a problem w i t h  the auditors, 
Ghen you are going t o  go through measurement and quant i fy .  And 

t h a t  will be, w h a t ,  i n  the next probably two months? What i s  
the implementation date? 

MR. HUSS: Implementation on this would be January, 
md for reporting the f i r s t  quarter of 2003. 

MR. DEVLIN: So you probably would have - - assuming 
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everything goes smoothe - -  quantitative analysis by the end of 

the year? 
MR. HUSS: We would hope we have some type of 

analysis by the end of the year. 
MR. DEVLIN: Thank you. Javier. 
MR. PORTUONDO: I t h i n k  Dave covered a l o t  of the 

information or the process t h a t  we implemented, as well. We 
are s t i l l  trying t o  accumulate documentation on our fossil 
operations, T&D, organization as well. With  regards t o  fossil 
dismantlement, I t h i n k  we may be ahead of Power and Light. We 
have had our legal department review a l l  the relevant orders, 
and they have indicated t o  us t h a t  they do not believe t h a t  we 
have an ARO associated w i t h  fossil dismantlement. And I can 
have Jim McGee go i n t o  the details i f  you would like. 

MS. LEE: I would like t h a t .  
MR. McGEE: As Javier s a i d ,  we are i n  the process of 

k ind  of f ina l i z ing  this particular aspect of i t  concerning a 
legal opinion on the promissory estoppel issue. And t h a t  
h a s n ' t  been finalized, b u t  I would be happy t o  share w i t h  you 

my thoughts t h a t  have been developed so far. And as 143 makes 
clear, promissory estoppel really has two elements and both 

need t o  exist t o  have an obl iga t ion .  One is  a promise t h a t  
could be reasonably expected t o  be re1 ied on by a promisee, and 

the other i s  the actual reliance on t h a t  promise by the 
promisee t o  his or her detriment. 
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And, of course, the idea k ind  of behind promissory 
estoppel is  t h a t  a promise without consideration normal 1 y 

Nouldn ' t  be enforceable. B u t  i f  you have a situation where a 
promise has been made and, i n  fact, has been relied on by 

someone t o  their detriment, an obl iga t ion  can be established 
t h a t  i s  sort of the exception t o  the general rule. So i f  you 

start  out from t h a t  premise, you f i r s t  need t o  identify the 
promise i tsel f .  

Now, there are instances i n  normal contract law where 
you can have an implied promise. Here there is  a school of 

thought t h a t  I t h i n k  i s  the soundest, t h a t  the promise t h a t  
needs t o  be i n  existence for promissory estoppel is  an actual 
promise, not an implication t h a t  the general conduct o f ,  say, 
i n  this case a u t i l i t y  could infer a promise by someone who 
might be aware of the proceedings. 

The example t h a t  i s  i n  one of the appendices t o  FAS 

143 t a lks  about a manager, president of a company t h a t  a t  a 
news conference indicates t h a t  because of pol i t i  cal concerns 
and other issues t h a t  have arisen t h a t  the company will take 
action t o  actually dismantle a facility i n  a certain way, and 

t h a t  i f  members of the public and others who have heard t h a t  
promise actually rely on t h a t  and change their course of 

conduct. An environmental group t h a t  withdraws a pending suit 
because of t h a t ,  t h a t  those kinds of circumstances could given 
rise t o  promissory estoppel. B u t  i n  t h a t  example, you have a 
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romise, not an impl ied promise, you have a promise by a 

-esponsible au thor i ty  from the company i n  question. 

I n  the case o f  f o s s i l  dismantlement, whi le there have 

ieen extensive proceedings - - and t h i s  i s  s o r t  o f  a 

Fact - re1 ated issue t h a t  requires some research t o  u l t imate ly  go 

through t ranscr ip ts  and see what might have been said - -  the 

meview t h a t  we have made so f a r  doesn't d isclose any promise. 

[here i s  a provis ion also i n  FAS 143, and t o  be honest w i th  you 

I: have not completely explored t h i s ,  but  there i s  a reference 

that a p lan f o r  cer ta in  act ion upon the  ret irement o f  a 

long- l i ved  f a c i l i t y  i s ,  a t  leas t  as t h a t  phrase concerning the 

31an i s  involved, i s  used i n  FAS 121, those plans don ' t  give 

r i s e  t o  an ob l iga t ion  under 143. 

And i n  the context o f  the Commission's consideration 

and the u t i l i t i e s '  pa r t i c i pa t i on  i n  those considerations o f  

f o s s i l  dismantlement, I th ink  i t  i s  f a i r  t o  characterize the 

information tha t  has been provided by the u t i l i t i e s ,  a t  leas t  

i n  the case o f  F lor ida Power, as conveying the u t i l i t i e s '  plan 

on f o s s i l  dismantlement - - o f  the dismantlement o f  the f o s s i l  

p lants upon t h e i r  eventual retirement. And t o  the extent t h a t  

i t  i s  a plan, then t h a t  language i n  FAS 143 t h a t  excludes plans 

from the s i tuat ions t h a t  create an ob l iga t ion  tends t o  take 

tha t  out o f  the p i c tu re  t o  begin wi th.  

I have k ind o f  digressed i n  ge t t i ng  i n t o  tha t .  

you are looking, though, f o r  the existence o f  a promise, a t  

I f  
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least  on F lor ida Power's par t ,  we haven't found anything tha t  

i s  an ind ica t ion  o f  a promise t o  ac tua l l y  dismantle the p lant .  

Ind the t h i n g  t h a t  has been a t  leas t  he lpfu l  t o  me, as f a r  as 

the Commission's act ion on f o s s i l  dismantlement, i s  t o  make the 

j i s t i n c t i o n  between the actual physical dismantlement o f  a 

31ant and the Commission's ratemaking treatment, or  the 

treatment o f  t h a t  a c t i v i t y  under i t s  ratemaking author i ty .  

And I th ink  t h a t  i s  s i g n i f i c a n t  because I would say 

that even i f  the Commission i n  an order indicated an 

2xpectation tha t  the u t i l i t y  would phys ica l l y  dismantle the 

~ l a n t ,  there would be a serious question as t o  whether t h e i r  

s ta tutory  ratemaking au thor i ty  would g ive them the power t o  

r d e r  the u t i l i t y  t o  phys ica l ly  take some action, as 

distinguished between t h e i r  on-going a b i l i t y  t o  deal w i th  the 

ratemaking consequences o f  the u t i l i t y ' s  act ion. I th ink  t h a t  

i s  an important d i s t i nc t i on ,  and t h a t  would suggest t h a t  there 

i s  no ob l iga t ion  t h a t  arises d i r e c t l y  out o f  the u t i l i t i e s '  

pa r t i c i pa t i on  i n  the Commission's f o s s i l  dismantlement 

proceedings . 
I n  terms o f  the other element o f  it, even i f  you 

assume t h a t  there was a promise on the u t i 1  i t i e s '  par t ,  def Ine 

detrimental re l iance on the par t  o f  a promisee. And I assume 

i n  t h i s  case the most obvious candidate f o r  t h a t  promisee would 

be ratepayers who have through t h e i r  ra tes contr ibuted the 

funding o f  fu tu re  f o s s i l  dismantlement. For there t o  be 
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letrimental reliance on their part, you need t o  consider the 
:onsequences t h a t  could come about i f  the u t i l i t y ,  i n  fact, 
ifter collecting funds for the dismantlement of i t s  fossil 
ilants, and say a particular fossil dismantlement p l a n t ,  upon 
its retirement i f  the u t i l i t y  were t o  decide for i ts  own 
-easons not t o  actually physically dismantle the p l a n t ,  w h a t  
~ o u l d  the consequences o f  t h a t  be from a ratepayers' 
Standpoint. 

Well, the Commission would have on-going jurisdiction 
from a ratemaking standpoint over t h a t .  To the extent t h a t  the 
-atepayers have had some detriment, i t  would be through the 
Iayment of those costs through i t s  rates. The Commission would 

zontinue t o  have jurisdiction over the u t i l i t y  t o  ensure t h a t  
Mhatever detriment would be cured. 
Mhat I'm saying, i s  t h a t  i t  would be temporary i n  nature 
subject t o  ultimate cure by the Commission which would include 
the authority - -  I'm sorry, I guess kind of the ultimate cure 
for the concerns from a ratepayers' s tandpoint  would be t o  
order a refund of the amount t h a t  had been collected for 
d i  smantl ement of a pl a n t  t h a t  actual 1 y wasn ' t d i  smantl ed. 

I f  there is a detriment, 

So when the process completes i tself  there is  no 
reason t o  believe t h a t  there would be or even could be any 

detrimental reliance on the part of the ratepayer, because any 

detriment can be cured by the Commission through i t s  on-going 

jurisdiction. 
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MR. DEVLIN: That assumes we have on-going 

j u r i sd i c t i on .  How about the scenario - -  
MR. McGEE: Over the funds? 

MR. DEVLIN : We1 1 , you ' r e  t a l  k ing about dismantlement 

and funds are bu i ld ing  up over time through our depreciation 

process and then we restructure and lose j u r i s d i c t i o n  over the 

power plants.  Wouldn't there be a detrimental e f f e c t  t o  the 

ratepayers i n  t h a t  s i tua t ion? 

MR. McGEE: Well, t h a t  prospect has come up. I would 

have t o  say, I guess, from my own standpoint I have chosen not 

t o  r e a l l y  go down t h a t  rabb i t  t r a i l .  

vJould - -  we would want t o  cer ta in ly ,  I don ' t  know t h a t  the 

Commission would want us t o  determine an ob l iga t ion  based on a 

speculative outcome o f  some p o l i t i c a l  act ion t h a t  could take 

place i n  the  future.  

I don ' t  t h ink  you 

It could be tha t  the concern tha t  you are ra i s ing  

r i g h t  now i f ,  i n  fac t ,  deregulation, s ign i f i can t  rest ructur ing 

took place i n  the future,  t h a t  a t  the time t h a t  t h a t  was 

implemented there could give r i s e  t o  an obl igat ion.  

MR. DEVLIN: 

MR. McGEE: Yes. The analysis t h a t  we have a t  leas t  

I t ' s  too speculative a t  t h i s  po int? 

gotten i n t o  i s  based on the facts  as they e x i s t  now. 

MR. DEVLIN: Thank you, Jim. So t h a t  analysis would 

lead t o  the  conclusion t h a t  very few assets would be subject t o  

143, i f  I ' m  reading you cor rec t ly .  Very few assets, maybe j u s t  
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n Crystal River i n  your case. 

MR. McGEE: Yes, the eradiated por t ion  o f  the nuclear 

i lan t ,  I th ink ,  as indicated e a r l i e r  i s  probably not much 

ioubt. That i s  subject t o  dismantlement under the NRC safety 

jur isd c t i on .  I t ' s  not a ratemaking exercise. 

MR. DEVLIN: Thank you. Okay. 

Russell, do you want t o  go next? 

MR. BADDERS: Russell Badders on behalf o f  Gulf 

'ower. We don ' t  have, I guess, a prepared statement, but we 

r e  bas i ca l l y  a t  the same po in t  F lor ida Power Corp and Flor ida 

lower and L ight  are a t .  We are  s t i l l  conducting the review. 

Je have the same opinion w i t h  regard t o  the f o s s i l  

lismantlement, though I have not gone back t o  a l l  o f  the 

zranscripts, and tha t  i s  s t i l l  on-going, t o  make sure tha t  we 

lave not made a promise i n  some other proceedings. 

A t  t h i s  po in t  we don ' t  see a l o t  o f  AROs w i th  regard 

:o f o s s i l  as a resu l t  o f  t ha t .  

;ransmission and d i s t r i bu t i on ,  

lave an issue also w i th  some o f  

j o n ' t  grant perpetual easements 

;et per iod o f  time. However, t 

We are s t i l l  looking a t  T&D, 

ooking a t  the easements. We 

the federal l icenses. They 

they are mainly l icenses f o r  a 

ley always renew them and they 

ibv ious ly  want t o  continue t o  receive e l e c t r i c i t y  across, you 

mow, those same waves. So tha t  would obviously go i n t o  a 

jetermination o f  the ARO amount, i f  i t  i s  an ARO. 

We have not ye t  rendered the legal  opinion t o  Gulf 
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Power regarding any o f  these spec i f i c  categories. We intend t o  

30 so i n  a f a i r l y  short  per iod o f  t ime, bas i ca l l y  i n  l i n e  w i th  

F lor ida Power and L igh t .  Obviously there i s  a l o t  o f  work t o  

be done once t h a t  opinion i s  rendered. You have t o  go back and 

do a l l  o f  the accounting work and a l l  the  backup t o  f i n d  out 

how t o  value tha t .  

MR. DEVLIN: I was assuming t h a t  Southern Company - -  
there would be some con t inu i t y  among the  Southern Company - -  

MR. BADDERS: We are working i n  conjunction w i th  our 

s i s t e r  operating companies i n  the Southern Company. We are 

not - - i t  i s  not a1 1 centra l ized and i t  i s  not  a1 1 one group 

doing i t  f o r  everyone. It would be hard f o r  someone i n ,  say, 

Alabama t o  come down and say, we l l ,  what are the F lo r ida  laws 

w i th  regard t o  environmental requi rements and other things. 

MR. DEVLIN: But some o f  those fundamental p r i nc ip les  

t h a t  Jim was t a l k i n g  about, promissory estoppel, I would th ink  

t h a t  would be somewhat common f o r  a l l  o f  Southern Company. 

MR. BADDERS: I bel ieve t h a t  i s  the  d i rec t i on  tha t  i t  

w i l l  end up. But what I want t o  say i s  we are t r y i n g  t o  go a t  

i t  from our ind iv idua l  d i rec t i on .  And we are going t o  come 

together a t  some po in t  f a i r l y  soon and j u s t  see what everyone 

has come up w i th  and t r y  t o  mesh them together. 

w i l l  be very close, jus t  l i k e  I bel ieve a l l  o f  the  

investor-owned u t i l i t i e s  here a t  the tab le ,  we are going t o  

come t o  some o f  the same conclusions. I t h i n k  the l a w  i s  going 

I assume they 
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to  be fairly either very clear i n  one direction or so not very 
clear t h a t  we will come t o  the same conclusion t h a t  we d o n ' t  
know or we definitely do know. 

MS. LEE: Russell, just one question. You made the 
statement t h a t  you d i d  not t h i n k  t h a t  your fossil p lan ts  were 
going t o  constitute an ARO, bu t  you also have asbestos i n  those 
plants. Would t h a t  - -  

MR. BADDERS: We are looking a t  t h a t  along w i t h  PCBs, 

creosote poles, I t h i n k  you may run i n t o  a materiality issue. 
MS. LEE: T h a t  was my next question. 
MR. BADDERS: There i s  another question, how do you 

come up w i t h  the materiality threshold. We have not yet 
reso ved t h a t .  I mean, there is some discussion i n  the FASB 

143 t h a t  I guess implies materiality, a threshold of some kind. 
How you come up w i t h  t h a t ,  there i s  not a l o t  of guidance. So 

t h a t  i s  something we are trying t o  figure out .  
MS. LEE: Have you had discussions w i t h  your auditors 

a t  this po in t  and have they given you any type of advice on 
implementation? 

MR. BADDERS: I personally have not had a l o t  of 

contact w i t h  the auditors. I know there have been some 
discussions. A s  far as specifics, I do not know. With  regard 
t o  the threshold, I asked t h a t  very recently and t h a t  is  
something we have not resolved w i t h  the auditors, so t h a t  is  
something t h a t  we will try t o  do again fairly soon, so we can 
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Zontinue on w i t h  our review. 

MS. LEE: Thank you. 

MR. DEVLIN: Javier, were you done, I ' m  sorry? 

MR. PORTUONDO: Yes. 

MR. DEVLIN: Lee, d i d  you want t o  speak f o r  TECO? 

MR. WILLIS: Richard, why don ' t  you make a statement 

and then I w i l l  add on. 

MR. WALKER: Yes. Just a very b r i e f  statement. 

3ichard Walker, Tampa E l e c t r i c  Company. We bel ieve t h a t  the 

:ommission should maintain i t s  long-standing regulatory 

accounting and ratemaki ng treatment o f  cost o f  r e t i  r i n g  

property p lan t  and equipment so t h a t  customers who receive t h i s  

service and the benef i t  o f  those assets pay f o r  the f u l l  

appropriate cost o f  those assets. And we th ink  the Commission 

should support the creat ion o f  a few subaccounts t o  ass is t  i n  

implementing 143 without r e a l l y  having a dramatic impact on 

that  regulatory accounting. 

And I haven't r e a l l y  thought o f  it from the 

standpoint t h a t  you guys were proposing, but a t  f i r s t  blush I 

think we would s t i l l  have t o  have something l i k e  an in tangib le  

account l i k e  t h i s ,  and, you know, an ARO l i a b i l i t y  i n  

regulatory assets f o r  dif ferences j u s t  t o  be able t o  do the 

external f i  nanci a1 repo r t i  ng . 
MR. WILLIS: We have also undertaken a very 

fac t - in tens ive  review o f  various circumstances, orders, various 
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statements t h a t  the company has made w i th  respect t o  i t s  

assets. It i s  on-going; i t  i s  not complete. We have not yet 

i d e n t i f i e d  spec i f i c  assets t h a t  would meet t h i s  c r i t e r i a .  We 

agree wi th ,  bas ica l ly ,  the legal  s t ructure o f  the promissory 

estoppel argument t h a t  was set out by Jim McGee i n  t h a t  we have 

got t o  have both the promise and a re1 iance on the promise. A 

detrimental re l iance on the promise. 

And we agree w i th  everything you said w i t h  the 

possible exception o f  your a b i l i t y  t o  do actual refunds a f t e r  

the fac t .  You w i l l  have obviously an opportunity t o  address 

and equi tably determine what should be done t o  the companies' 

rates prospectively, o r  t o  i t s  depreciat ion rates,  o r  t o  take 

very broad act ion t h a t  i s  appropriate under the circumstances. 

So, again, t o  review, our process i s  on-going and w i l l  be 

driven t o  a conclusion over the next several months. 

MS. LEE: When do you th ink  or  a t  what po in t  does 

TECO t h i n k  t h a t  they w i l l  have a determination o f  a spec i f i c  

ARO? Maybe not the quant i f icat ion,  but a t  leas t  you w i l l  be 

able t o  say yes or  no we have one. 

MR. WALKER: I th ink  l i k e  the  other companies we are 

a l l  k ind o f  focussing on scope, what i s  w i t h i n  the scope, and 

then worry about the measurement a f t e r  we have i d e n t i f i e d  what 

i s  i n  the scope. So I th ink  l i k e  Lee mentioned i n  the  next 

month or  so we should have - -  or  we have got our operating 

groups, you know, looking a t  a l l  the contracts and t h e i r  
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iperations and coming up with,  you know, potent ia l  AROs and 

then we w i l l  go w i th  the legal  department or  regulatory and 

jccounting and evaluate those. 

MS. LEE: Russell, f o r  Gul f  Power, i s  t h a t  the same, 

v i t h i n  the next month or  so? 

MR. BADDERS: Generally we should have answers t o  

vhat w i l l  be the AROs w i t h i n  the next month. And then, o f  

Zourse, evaluation w i l l  be the next couple o f  months a f t e r  

that. 

MS. LEE: Javier? 

MR. PORTUONDO: The same f o r  F lor ida Power. 

MR. MAILHOT: I have a question. Does everyone agree 

d i t h  FPL t h a t  i f  there i s  no ARO involved t h a t  the cost removal 

d i l l  continue t o  be part  o f  the depreciation and pa r t  o f  the 

jeprec iat ion reserve as usual? I mean, as i t  has i n  the past? 

MR. PORTUONDO: Yes. 

MR. WALKER: L ike I say, w i t h  one caveat, i t  would 

s t i l l  be part  o f  the depreciation from a regulatory accounting 

standpoint, but  we might have t o  t r e a t  i t  as a regulatory 

1 i a b i  1 i t y  o r  asset. 

MS. LEE: Are you reading 143 t h a t  f o r  f inanc ia l  

report ing purposes, i f  i t  i s  not an ARO the removal cost i s  

expensed as i t  i s  incurred? 

MR. WALKER: I ' m  sorry, say again? 

MS. LEE: Are you in te rp re t i ng  143 t o  say t h a t  f o r  
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financial reporting purposes if it is not an ARO then your cost 
for removal will be expensed as it is incurred? 

MR. WALKER: No, I would not interpret 143 saying 
that. Some preliminary exposure drafts on the SOP appeared in 
the past have said that, and I understand that is in a changing 
format as we go forward. That that is not finalized yet. But 
I think, you know, some of the Appendix B has some language 
about non-ARO retirement costs that rate regulated entities are 
recovering through rates. That the board's opinion was that 
should be treated as a regulatory liability. 

Now, I understand some companies are saying or are 
taking the opinion that is not part of the statement proper. 
And you can infer from the statement proper that it is not 
addressing those AROs, so you have an interpretation to make of 
that. 

MS. LEE: And TECO hasn't decided at this point which 
way they are going to interpret that? 

MR. WALKER: We haven't made a final determination 
yet. We are kind of looking at it as if the SOP for property, 
plant, and equipment doesn't change, it is coming down the 
road, so get ready anyway. 

MS. LEE: The statement, the SOP, to my understanding 
the last I heard, the final will be out April or May of next 
year for implementation of fiscal year the following January 
l s t ,  2004. And there is quite a bit of discussion as to 
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!xact ly how tha t  i s  going t o  end up, but  they are d e f i n i t e l y  

roceeding, there w i l l  be something coming out. It w i l l  not 

:ome out f o r  fur ther  comment i s  the l a s t  I heard. I f  we assume 

'or a moment t h a t  the current d r a f t  - -  I ' m  t a l k i n g  the i n i t i a l  

lraft, not the June - -  I th ink  i t  was June o r  July,  not t ha t  

)ne, but the i n i t i a l  d r a f t  which ca l led  f o r  the expensing o f  

-emoval cost, i t  seemed t o  me the SOP gave you - - the SOP and 

143 together gives you a choose, i t ' s  e i t he r  an ARO or  you 

2xpense it. 

What pos i t ion  o r  have you even begun t o  even th ink  

ibout the impl icat ions o r  what pos i t ion  t h a t  i s  going put you 

in a t  t h a t  time? 

MR. WALKER: I would agree f o r  a non-rate regulated 

:ompany, but  I would say f o r  a ra te- regulated company i f  the 

iOP becomes f i n a l  w i t h  t h a t  pos i t ion  t h a t  we would s t i l l  have a 

-egulatory l i a b i l i t y .  That we should s t i l l  accrue f o r  cost 

-emoval as we cur ren t ly  are, and i t  i s  j u s t  the di f ference 

letween, you know, ratemaki ng and regul a to ry  accounting and 

WP f o r  external repor t ing purposes. 

MS. LEE: But a t  t ha t  po in t  f o r  f inanc ia l  report ing 

iurposes you would be expensing your removal costs, correct? 

MR. WALKER: Some others can jump i n ,  too, but, 

l o t  - - 
MS. LEE: Based on the i n i t i a l  d r a f t  o f  the SOP. 

MR. WALKER: But I th ink  as a rate-regulated e n t i t y  
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IOU would s t i l l  have the regulatory asset l i a b i l i t y .  

MS. LEE: On the regulatory  books, r i g h t .  

MR. PORTUONDO: As long as ratemaking continues as i s  

inder FAS 71 you would defer or you would continue t o  account 

lo th  f o r  external repor t ing  and f o r  ratemaking under today's 

Iccounting prac t ice  under FAS 71. You would not have t o  

?xpense it. 

MS. LEE: Even under the  SOP? 

MR. PORTUONDO: Even under the  SOP. 

'eceive Commission approval t o  continue the pi 

As long as we 

c t i c e  o f  

'ecovering the  cost o f  removal through depreciat ion rates under 

'AS 71, we can, i n  essence, circumvent the  SOP. 

MS. LEE: Even though the  SOP says i t  does apply t o  

'ate-regulated e n t i t i e s ?  

MR. PORTUONDO: I bel ieve, and we can touch base w i th  

iu r  audi tors,  as long as the Commission orders us t o  continue 

;o account f o r  it i n  t h a t  fashion and as long as recovery i s  

caking place f o r  those funds, I t h i n k  under FAS 71 we would be 

11 1 owed t o  continue our accounting prac t ice .  

MS. LEE: Then why cou ldn ' t  you do t h a t  w i t h  143? 

MR. PORTUONDO: I th ink  t h a t  i s  what we are asking i s  

that we create the accounts which, i n  essence, r e f l e c t  the same 

IS we are doing today. 

MS. LEE: I understand. Dave. 

MR. HUSS: Yes, I agree. The recovery o f  the  removal 
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zost would s t i l l  be i n  the depreciat ion, i t ' s  j u s t  i t  would be 

reported as a regulatory l i a b i l i t y .  And I th ink  you would have 

t o  remove i t  from the reserve f o r  f inanc ia l  report ing purposes. 

MR. DEVLIN: Again, please, those who are c a l l i n g  i n ,  

i f  you could mute your phone because we're ge t t ing  some 

feedback here. We would appreciate it. 

Richard, are you done? 

MR. WALKER: Yes. 

MR. DEVLIN: I guess t h i s  might be a good opportunity 

f o r  anybody who i s  c a l l i n g  i n ,  I know t h i s  i s  awkward, 

hopeful ly you have been able t o  hear the conversations, and 

t h i s  might be an opportunity f o r  some input.  

had four or  f i v e  d i f f e r e n t  companies represented by phone. So, 

does anybody want t o  provide input a t  t h i s  po int ,  or are you 

j u s t  here t o  l i s t e n ?  That 's f ine .  Okay. 

I know we have 

(Inaudible.) 

MR. DEVLIN: You're breaking up, s i r .  

MS. LEE: Is t h i s  Jim Mesite from Flor ida Publ ic 

U t i  1 i ti es? 

( Inaudible. ) 

MR. JAEGER: I th ink  he said he's j u s t  going t o  

l i s t e n .  

MR. DEVLIN: That 's good. Well, unfortunately, we 

t r i e d  t o  get input from the four indust r ies we regulate, but 

the water indust ry  I don ' t  bel ieve we got any responses. I s  
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that r i g h t ,  Marshal? 

MR. WILLIS: That 's r i g h t .  

MR. DEVLIN : The t e l  ephone companies probably don ' t 

care about what we th ink  anymore. But how about the gas 

companies, I know TECO and Peoples, Peoples provided some 

comments, maybe we can get the gas perspective and any 

par t i cu la r  unique issues w i th  t h a t  pa r t i cu la r  industry.  

MR. WALKER: Well, I th ink  Ms. Hobkirk i s  here, and 

'4r. Sivard i s  here, also, i s n ' t  he? 

MS. HOBKIRK: From the d i s t r i b u t i o n  standpoint, we 

bas ica l l y  fee l  the service l i n e s  t h a t  we have i s  the only asset 

that  could possibly have an ARO. And two things, 

immater ia l i ty ,  I th ink ,  i s  going t o  apply, as wel l  - -  I don' t  

th ink we can measure it. So we th ink,  i f  anything, we w i l l  be 

footnot ing only. 

MR. DEVLIN: Because o f  measurement and mater ia l i t y?  

MR. WALKER: And the measurement i s  because i t  i s  

indeterminate as t o  when the service l i n e s  would ac tua l l y  

r e t i  re? 

MS. HOBKIRK: Right. I mean, the way you can look a t  

i t  i s  through depreciation studies and so f o r t h  you would know 

the average age o f  your retirements, but  other than tha t ,  there 

i s  r e a l l y  no way t o  - -  
MS. LEE: There i s  no c lear -cu t  f i n a l  ret irement 

date. 
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MS. HOBKIRK: Right. 

MR. JAEGER: Could you g ive your name f o r  the court  

meporter? 

MS. HOBKIRK: Sure. Donna Hobkirk, H-0-B-K-I-R-K. 

MR. DEVLIN: Donna, i s  Peoples going through the same 

ma lys i s  t h a t  the e l e c t r i c  companies are going through where 

there i s  a legal  analysis f i r s t  t o  i d e n t i f y  - -  
MS. HOBKIRK: Ac tua l l y  we are compiling a l l  the 

2asements. Bas ica l l y  we have looked a t  it. I ' m  the  one 

looking a t  them. And then I am compiling informat ion and w i l l  

)e g i v ing  i t  t o  our legal  department t o  review, as we l l .  

?a i  1 road crossings, perpetual easements, and so fo r th .  

MR. DEVLIN: Thank you. And probably around 

Christmas y o u ' w i l l  be done w i th  the process where there i s  a 

legal  review and maybe a review w i th  the audi tors? 

MS. HOBKIRK: Hopeful ly before then. 

MR. DEVLIN: Okay. And a measurement, some k ind  o f  a 

quant i ta t i ve  - -  we l l ,  i n  your case, though, you are saying you 

might not  have tha t .  

MS. HOBKIRK: Right. 

MR. DEVLIN: It may be j u s t  a footnote. Okay. 

MS. LEE: Do a l l  the  companies - -  do you th ink  tha t  

the quan t i f i ca t i on  o f  the  ARO w i l l  be almost l i k e  a walk i n  the 

park compared t o  t r y i n g  t o  determine whether o r  not  one ex is ts ,  

o r  do you th ink  tha t  t h a t  i s  j u s t  opening another can o f  worms 
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and t h a t  i s  going t o  be j u s t  as ha i r - ra i s ing?  

MR. WALKER: I would say I would not categorize 

anything o f  t h i s  as a walk i n  the park. There are going t o  

some s ign i f i can t  ca lcu lat ion issues f o r  implementing i n i t i a  

And, o f  course, then you have got the on-going review as t o  

your cash flows changing, you know, new AROs ar is ing,  and 

be 

1Y. 

are 

looking a t  things t h a t  you may not have been able t o  quant i fy 

i n i t i a l l y  t ha t  subsequently you may be able t o  quanti fy. So i t  

i s  going be - -  I th ink  i t  would be akin t o  your depreciation, 

you know, f i l i n g s  per iod ica l l y ,  l i k e  every four years f o r  

e l e c t r i c .  You would have t o  be doing t h a t  same k ind o f  process 

on AROs. 

MS. LEE: But looking a t  ARO, i s  t ha t  going t o  

require a review on an annual basis? 

MR. WALKER: I don ' t  know i f  i t  i s  real  e x p l i c i t .  

was th ink ing  more along the l i nes  o f  l i k e  our depreciat ion 

review. As you are doing tha t ,  t ha t  i s  a natural time t o  be 

looking a t  AROs. But obviously i f  something changed next year, 

t ha t  change i n  your evaluation o f  

I 

you know, you should r e f l e c t  

the l i a b i l i t y .  

MS. LEE: Russell. 

MR. BADDERS: I be 

w i l l  be - -  on a year ly  basis 

when you sign the - -  or  when 

ieve the same thing. I th ink  i t  

you w i l l  have t o  review. I mean, 

you get your f inanc ia l  opinion and 

a l l  o f  t ha t ,  they are going t o  want t o  update the legal  opinion 
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ind everything else. So I'm sure there i s  an annual component 

:o t h i s .  As f a r  as the valuat ion pa r t ,  I don ' t  th ink  i t  w i l l  

le probably as d i f f i c u l t  as the pa r t  o f  f i g u r i n g  out what the 

\ROs are. As f a r  as how much time i t  w i l l  take, we are hoping 

t doesn't  take more than a couple o f  months tha t  we have set 

)ut f o r  it. That i s  bas ica l l y  how much time we w i l l  have. But 

i n t o  f i g u r i n g  out what the ARO i s  ,e have put a l o t  more time 

;han two months. 

MS. LEE: Javier. 

MR. PORTUONDO: P t, I th ink  i t  i s  going t o  be an 

I mean, as we get the construct ion managers, in-going process. 

[ don ' t  know i f  everyone i s  t ra ined t o  know what t o  look f o r .  

[ mean, t h a t  i s  how we w i l l  i d e n t i f y  new ones. I t ' s  a l i t t l e  

longer process now because you are reviewing the en t i re  

:ompany. But I would say tha t  t h i s  i s  something tha t  we w i l l  

)e monitoring on a regular basis. Because, l i k e  Russell said, 

ve are going t o  be signing o f f  on f inanc ia l  reports disclosing 

to the best o f  our knowledge what we have as AROs. 

MS. LEE: And 143 doesn't s p e c i f i c a l l y  say how often, 

it j u s t  k ind o f  says when i t  changes you need t o  r e f l e c t  it, 

r igh t?  

MR. PORTUONDO: R 

got the company signing o f f  

t o  be conservative and make 

care fu l l y .  

ght. But the key here i s  you have 

on f inanc ia l  statements, so we want 

sure we have looked a t  everything 
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MS. LEE: Dave. 

MR. MESITE: P a t ,  am I s t i l l  breaking up? 

MS. LEE: Not qu i te  as bad, but, yes. 

MR. MESITE: Okay. I w i l l  defer. 

MS. LEE: No, you're be t te r .  

MR. MESITE: Okay. I was j u s t  wondering what does 

ieople t h i n k  o f  the outside auditors, t h e i r  requirements are 

joing t o  be f o r  sa t is fac t ion  o f  a l l  o f  t h i s ?  

MS. LEE: Hold on a minute, Jim. This i s  Jim Mesite 

from F lor ida  Public U t i l i t i e s .  

Jim, could you ask t h a t  question again? 

MR. MESITE: I was j u s t  wondering what people's 

fee l ing are on what w i l l  be the requirements o f  outside 

auditors when they sign o f f  on the f inanc ia ls ,  e t  cetera? 

MS. LEE: What w i l l  be required from the outside 

w d i  to rs?  

MR. MESITE: Well, what w i l l  they be - -  you're 

dondering whether or  not t h i s  w i l l  be a two-year, or  

three-year, or  four-year type o f  review. They are l i a b l e  t o  do 

t h i s  every time they review a quar ter ly  statement. Does 

anybody see t h a t  being a problem? 

MR. BARRINGER: This i s  Phi l  Barringer w i t h  Tampa 

E lec t r i c .  One o f  the th ings tha t  we have t o  remember tha t  we 

r e a l l y  are going t o  have t o  be looking a t  t h i s  a l l  the time. 

mean, we are a l l  pu t t i ng  i n  assets every day and we are 

I 
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b e t i r i n g  assets every day, and we are enter ing agreements, 

:ontracts, and there i s  environmental regul at ions, as we1 1 . 
MR. MESITE: Exactly. 

MR. BARRINGER: So I th ink  you are going t o  be 

\eviewing a t  leas t  new s t u f f  a l l  the time, and you're going t o  

)e having t o  look a t  where you are from your past experience 

i i t h  what you have already set up. So I don ' t  know whether i t  

J i l l  be as robust as t h i s  f i r s t  time when we have t o  set up 

werything and look a t  everything, but I don ' t  t h ink  we are 

?ver going t o  get away from not k ind o f  going through a t  leas t  

quarterly w i th  our auditors what we have done and where we are 

It each po in t  i n  time. 

MR. MESITE: Thank you. 

MS. LEE: Any other comment on t h a t  question f o r  

' lo r ida Public? 

MS. PALMER: This i s  Brenda Palmer from Flor ida 

lower. And our auditors are  D&T, and we have met w i th  them 

3er iod ica l l y  through our process j u s t  t o  make sure t h a t  they 

agree w i t h  our processes and what we are looking a t .  And we 

haven't got a whole l o t  o f  feedback, but  they are going t o ,  

number one, r e l y  heavi ly  on management, as Javier said, t o  sign 

o f f  on the  existence and the disclosure o f  AROs. But they 

are - -  l i k e  I said, we are working w i t h  them cur ren t ly  t o  make 

sure i f  we are sampling, i f  our sample s ize i s  correct  and t h a t  

so r t  o f  th ing.  So, I th ink  they are s t i l l  learning, as well  as 
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ither people have indicated. We haven't got a whole lot of 
information out of them, so that is going to be a continual 
Drocess, as well. 

MS. LEE: Dave. 
MR. HUSS: I agree. I think we are going to have to 

look at it annually at least and probably as the contracts are 
zalling in, but you are going to have to make some 
determination for your auditors at the end of each year that 
you haven't had any material changes in the asset retirement 
Dbligations, and you are going to have to continue to 
depreciate the assets and look at what you have added to your 
plant. You know, if that is causing any asset retirement 
obligations. 

You know, in the nuclear side if you had any changes 
to your plant that you may have to record an asset retirement 
ob1 igation because you pull ed something out. So you' re going 
to have to look at it at least annually. 

MS. LEE: Donna, do you have anything you want to 
add? 

MS. HOBKIRK: Well, I don't think we are going to 
have any specific AROs. Hopefully our service lines will never 
reach the point that it becomes a material issue, but it is 
something we will have to continually monitor, and also 
something to give the auditors reassurance that nothing has 
changed. I think it is basically a triggering event is when 
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you would have t o  readdress things t h a t  we are covering r i g h t  

low i n  booking, and then j u s t  continue t o  make your ent r ies on 

3 monthly basis. 

MS. LEE: Jim, does tha t  help? 

MR. MESITE: Yes. I ' m  ge t t i ng  a b i g  feedback. I 

should probably c a l l  back i n .  Yes, I was j u s t  wondering what 

the i r  feel ings were. Thank you. 

MR. DEVLIN: Okay. I th ink  a t  t h i s  po int  what we 

dould l i k e  t o  do i s  pass out our f i r s t  shot a t  a ru le ,  because 

I t h ink  we a l l  agree a r u l e  i s  probably i n  order here t o  

j u s t i f y ,  i f  you w i l l ,  any regulatory asset or l i a b i l i t y  type o f  

accounting. Chr ist ine,  do you have copies? I don' t  even have 

a copy o f  the l a t e s t  d r a f t .  And maybe we could j u s t  spend a 

few minutes and walk through it. And I know you are ge t t ing  

h i t  cold w i t h  i t , so take i t  back w i th  you and maybe we can 

have some fur ther  dialogue on it. But I have a fee l ing  t h i s  i s  

the road we are going t o  go down i s  rulemaking, and the r u l e  

would be general f o r  a l l  industr ies.  Why don ' t  we get them 

d is t r ibu ted  and spend f i v e  minutes reading them and then we 

w i l l  t a l k  about it. 

MS. LEE: I ' m  going t o  pass around a sign-up sheet. 

I f  you w i l l  put your name, phone number, and who you are 

a f f i l i a t e d  with.  

( O f f  the record. 1 

MR. DEVLIN: We are not sure i f  t h i s  i s  the r i g h t  
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jpproach or  not, because 143 - - I don ' t  know how many pages FAS 

L43 i s ,  and we k ind  o f  picked and choose some wording out o f  

that, and i t  i s  debatable whether we need t h i s  much de ta i l  o r  

l o t .  But we are very open-minded. Our main goals tha t  we are 

t r y ing  t o  accompl-ish i s  t o  ensure t h a t  143 i s  revenue neutral  , 

wid maybe provide some subaccounts so we have a good t rack ing  

)f the  di f ferences between 143 accounting and regulatory 

accounting, and t h a t  might be our main purposes w i th  t h i s  

ru l  emaki ng . 
So, again, l e t ' s  j u s t  walk through i t  real  qu ick ly ,  

30 around the tab le .  Paragraph 1. That i s  our main goal here 

is t o  provide a pos i t i on  t h a t  the Commission desires t o  have 

t h i s  be revenue neutra l  and j u s t  references the  accounting 

statement. Anybody have any input  f o r  Paragraph 1 a t  t h i s  

time? Okay. Anybody have any input  on the  general approach 

tha t  we are tak ing  a t  t h i s  juncture? 

MR. PORTUONDO: I th ink  it i s  a very good s t a r t .  I 

would j u s t  i k e  the opportuni ty t o  go back and look a t  i t  more 

c lose ly  and make sure t h a t  we don ' t  have any disagreements. 

But I t h i n k  i t  i s  has got the aspects t h a t  we were looking f o r  

based on the  responses t o  Pat ' s  questions. 

MR. DEVLIN: Well, maybe t h a t  would be the most 

e f f i c i e n t  t h ing  t o  do a t  t h i s  po in t  instead o f  - -  we can 

conclude the  workshop here shor t l y ,  and then have the schedule 

set  up f o r  feedback since t h i s  seems t o  be the conversation 
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riece now. Does t h a t  seem a more reasonable use o f  our t ime 

iere today? 

MS. LEE: Two weeks. W i l l  t h a t  be s u f f i c i e n t ?  

MR. DEVLIN: And, again, e-mai l  P a t  w i th  your 

iuggestions. 

MR. PORTUONDO: I f  we could do i t  the f i r s t  week o f  

k tobe r ,  because I ' m  out o f  pocket t he  next two weeks. 

MS. LEE: Next week i s  the  l a s t  week i n  September, 

;he f i r s t  week i s  the week a f t e r  t ha t .  You want i t  the second 

ieek o f  October? 

MR. PORTUONDO: No, no. The f i r s t  week, the end o f  

:he f i r s t  week o f  October would be what I prefer .  

MS. LEE: Yes, which would be the  11th. Javier,  do 

/ou have a date? This i s  j u s t  f o r  comments. 

lave seen anything t h a t  i s  j u s t  g l a r i n g l y  disconcert ing a t  t h i s  

Joint, we would l i k e  t o  go ahead and t a l k  about i t  today. But 

and then e-mail  

the next coup1 e 

I th ink  i f  you 

;ake i t  home, look a t  it, t a l k  t o  your people, 

:omments on the  ru le ,  on the r u l e  d r a f t  w i t h i n  

i f  weeks. What date would work wel l  f o r  you? 

MR. PORTUONDO: October 7th.  

MS. LEE: October the 7th,  which i s  n on a Monday. 

MR. HUSS: You want comments back before October 7th, 

pi ght? 

MS. LEE: By October the 7th.  

MR. DEVLIN: We are not sure where we w i l l  go from 
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there, but  what we might do i s  keep i t  informal.  

sound l i k e  t h i s  i s  controversial .  Some o f  our rulemakings can 

be very controvers ia l .  I don ' t  t h i n k  t h i s  one i s .  We probably 

could have d i f f e r e n t  i t e ra t i ons  and j u s t  send out maybe another 

one a f t e r  October 7th, and handle i t  t h a t  way before we got t o  

the Commission. 

It doesn't  

But I ' m  j u s t  t h ink ing  o f f  t he  top  o f  my head. I 

doubt, because o f  bureaucracy t h a t  we deal wi th ,  t h a t  we w i l l  

have a f i n a l  r u l e  by the end o f  t he  year, but  i f  not  i t  would 

be the f i r s t  quarter o f  next year. Okay. So we are a l l  set  

wi th  October 7th.  And we w i l l  l e t  you know what our next step 

i s  a f t e r  t ha t .  We w i l l  l e t  you know whether we are ready t o  

propose a r u l e  o r  not sho r t l y  a f t e r  t ha t .  Again, f o r  those who 

are on 

i n  the 

d r a f t ,  

apprec 

the  phone, e-mail  P a t  and we w i l l  get you a copy o f  t h i s  

next day o r  so, so you can s t a y  on the same t rack.  

You have something? 

MS. LEE: Just on your i n i t i a l  read through o f  the 

was there anything g la r i ng l y  disconcert ing t o  you? 

Good. 

MR. DEVLIN: Okay. I t h i n k  we are winding down. I 

ate, you know, i t  has been a t  l eas t  he lp fu l  t o  me, 

because look ing a t  t h i s  accounting statement o f  June, I guess, 

i t  was very overwhelming, but I t h i n k  when the dust se t t l es  i t  

may not be - - we1 1, a t  l eas t  from our perspective i t  may not be 

a b i g  deal. It sounds l i k e  i t  i s  from the u t i l i t i e s '  
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ierspect ive.  

And the on ly  th ing  I have t o  say on t h a t  po in t ,  i f  

you are fussing about a l l  the work t h i s  has created, remember 

the genesis o f  t h i s  p ro jec t .  Are you f a m i l i a r ?  I t h ink  i t  

started w i t h  the e l e c t r i c  indus t ry  and E E I  wanting FASB t o  look 

i n to  recogni t ion o f  1 i abi 1 i ti es f o r  nucl ear decommi ss i  oni ng. 

4nd so i f  you want t o  blame somebody, blame your f r iends i n  

dashington. Does anybody e lse  have something they want t o  add 

ie fo re  we conclude? 

MS. LEE: Just  one more th ing .  I f  you get home and 

you th ink  o f  anything e lse you would l i k e  t o  add t o  the  

Zomments you have already made today on 143, fee l  f ree  t o  send 

ne an e-mai l .  

(The workshop concluded a t  10:40 a.m. 1 
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