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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Investigatio n into 
earnings for 1994, 1995 and 1996 
of St . Joe Natural Gas Company, 
Inc. 

DOCKET NO . 960930-GU 
ORDER NO. PSC-96-1188-FOF- GU 
ISSUED : SEPTEMBER 23, 19 96 

The following Commissioners participated in the disposition of 
this matter: 

SUSAN F . CLARK, Chairman 
J. TERRY DEASON 

J OE GARCIA 
JULIA L. JOHNSON 

DIANE K. KIESLING 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER REGARDING DISPOSITION OF OVEREABNINGS 

BY THE COMMISSION: 

NOTICE IS HEREBY GIVEN by the Florida Public Servi~e 

Commission that the action discussed herein is preliminary in 
nature and will become final unless a person who se interests are 
substantially affected files a petition for a f o rmal proceeding, 
pursuant to Rule 25-22 . 029, Florida Administrative Code. 

CASE BACKGROUND 

St. Joe Natural Gas Company, Inc . (St . Joe or the Company ) is 
a local gas distributor that serves approximately 3, 090 
residential, commercial, and industrial customers in Port St . Joe, 
Mexico Beach, and the unincorporated areas of Gulf County. St. Joe 
has one very large industrial customer, Stone Container Company 
(formerly St. J oe Paper Company), that takes approximately 66 
percent of St. Joe's volume equating to a 75 percent contribution 
to revenues. St. Joe's residential and commercial rates are 
significantly lower than those charged by any other local 
distribution company in Florida . 

As a result of the Commission's ongo ing earnings surveillance 
program, we were made aware of the high level of St. Joe's 
earnings, based o n the June 30 I 1994 report . Acco rdingly 1 our 
Staff and the Company worked to resolve the matter concerning any 
potential ove rearnings . St. Joe agreed to a 12.00\ ROE earnings 
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deferred and commingled with 1995 earnings before the Commission 
determines the appropriate disposition of any excess earnings . By 
Order No. PSC-95-0017-FOF-GU dated January 5, 1995, we approved a 
12.00% ROE earnings cap for St. Joe for 1994 and 1995. In 
addition, we ordered that the overearnings for 1994 and 1995 be 
commingled before determination of disposition by the Commission. 

After meetings between the Company and Staff to find a 
reso lution of this matter, St. Joe hand-delivered its proposal for 
disposition of the overearnings for 1994 and 1995 on August 8, 
1996 . 

DECISION 

RATE BASE 

To make an appropriate determination as to the disposition of 
overearnings it is necessary to first determine precisely the 
amount of those overearnings . The process begins with determining 
the appropriate rate base. After a review of the books of St. Joe, 
the following adjustments were made. 

Cash: 

The Company made an adjustment to its cash balance in working 
capital to add $107,452 in 1994 and $101,132 in 1995. The 
unad j usted amounts on the books tie to the bank statements. St. Joe 
assumed incorrectly that the interest expense on debt is "non­
utility," and incorrectly added back amounts t o cash that consisted 
primarily of interest expense that was paid. The Company's 
adjustments need to be reversed to reflect the correct treatment of 
cash that was used to pay interest. Therefore, we approve a 
reduction in cash by $107,452 for 1994 and by $101,132 for 1995. 

Accrued Interest: 

The Company made adjustments to remove $5,394 in accrued 
interest in 1994 and $5,285 in 1995. Commission practice is to 
inc lude accrued interest in working capital. Thereforf , we approve 
a reduction in working capital by $5,394 in 1994 and $5,285 in 
1995 . 

Accrued Taxes: 

The Compa ny made adjustments to increase its regulated a ccrued 
taxes by $44, 606 and $39, 141 for 1994 and 1995, respec tive ly . 
These adjustments were based on its incorrect assumption that the 
interest expense on debt is "non-utility." As discussed below, we 
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decreased income tax expense by $66,046 for 1994 and by $63,038 for 
1995, to reflect the correct treatment of the interest and the 
reconciliation adjustment and to reflect other adjustments to 
revenues and expenses. To indicate the accrued tax effect of the 
foregoing, we have increased accrued taxes by $33,023 for 1994 and 
by $31,519 for 1995 . These rate base/working capital increases 
represent the simple average of our decreases for income tax. 

In summary, we find that the rate base shall be reduced by 
$79,823 for 1994 and by $74,898 for 1995. Attachments 1 and 3 show 
the rate bases and adjustments for 1994 and 1995, respectively. 
Based on the foregoing adjustments, we find the appropri ate rate 
base is $3,988,277 for 1994 and $4,149,535 for 1995. 

COST OF CAPITAL 

To measure overearnings it is also necessary to determine the 
overall rates of return for 1994 and 1995 and to make appropriate 
adjustments to particular accounts. 

Deferred Credit: 

St. Joe Forest Products Company (SJFP} guarantees a note for 
St . Joe. SJFP also agreed to purchase a minimum of $91,947 of gas 
each month. SJFP makes the monthly note payments of $39,396, which 
offset payments for gas. The terms of the note state that if the 
cost of gas used by SJFP falls below the required note payment, the 
amount by which t he note payment exceeds the cost of gas will be 
applied to prepaid gas and will be offset by future gas purchases 
after the final note payment. Interest on this prepaid gas accrues 
annually at the prime rate . 

St. Joe recorded the balance of prepaid gas as a deferred 
credit and included it in common equity. We believe that the 
deferred credit is similar to long-term debt because interest is 
paid on it and the terms of the agreement indicate it is debt. 
Therefore, the deferred credit shall be removed from co~mon equity 
a nd included as a separate line item in the capital structure for 
19 94 and 1995 . The interest rate attributable to the deferred 
credi t shall be calculated by dividing accrued interest by the 
average balance of the deferred credit. 

Non-utility working capital: 

St. Joe removed an a mount for non-utility working capital 
specifically from equity in reconciling capital structure and rate 
base. Our practice is to remove non-utility investment 
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specifically from equity in reconciling c apital structure and rate 
base because non-utility investment, such as investment in a non­
regulated subsidiary, typically would be more risky than an 
investment in the utility. However, this is no t s o wi th non­
u tility working capital. Therefore, we find it appropriate t o 
reverse the Company's equity adjustment for 1994 and 1995 working 
capital and spread the capital structure adjustment pro r a ta over 
all s ources of capital except accumulated deferred income taxes, 
which are specifically identified . 

Capital Structure: 

St. Joe's average capital structures for 1994 and 1995 a re 
reported in its earnings surveillance reports. In 1 995, t he 
Co mpany made an adjustment t o remove $52 ,569 of unrecovered gas 
cost from working capital. However, the Company neglected to 
remove this amount from its capital structure, which resulted in 
its capital structure not reconc iling t o its rate base. To correct 
this erro r, we find i t appropriate to make a pro rata adjustment of 
$52 , 56 9 over all sources of capital except a c cumulated deferred 
income taxes. 

Return on Equity: 

By Order No. PSC-95-0017 - FOF-GU, dated January 5, 1995 , the 
Commission ordered an earnings cap of 12.0% ROE for St . J oe for 
1994 and 1995. An adjustment was made t o reflect this order. 

Wi th these 
and 1995 f or 
respectively. 
1994 and 1995, 

adjustmen ts, the overall rates o f return for 1994 
measuring overearnings are 1 0.77% and 10.63%, 

Attachments 2 and 4 show the capital structures for 
respectively. 

NET OPERATING INCOME 

Similarly, to determine the appropriate amount o f Net 
Operating Income for 1994 and 1995, we find it necessary to make 
certain adj ustments to specific accounts. 

Director Fees : 

The Company expensed $28,800 for director fees in 1994 and 
1995, or $7,2 00 each for its four directors . One of the f our 
directors, the company President , is also paid a salary . 

In Orde r No . PSC- 95- 0964 - FOF- GU , issued August 8, 1 995, we 
denied West Florida Natural Gas the allowanc e o f direc t o r s' fees 
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for tho se directors who are already comp ensated through the payment. 
of salaries. Therefore , we find it appropriate to reduce expenses 
by $7, 200 for 1994 and 1995 to adjust f o r the employee twice 
compensated. 

Rent Revenues: 

St. Joe 's non-utility operation paid St. Joe $2,520 in 1994 
and 1995 for rent , in lieu of allocating office space . The r e n tal 
income was recorded below-the- line. All plant , including t he 
corresponding non - utility p l ant, is recor ded above- the-line . For 
this reason, we find that the revenue from the r ent should be 
recorded above-the- line. Therefore, r evenue shall be inc reased by 
$2,520 in 1994 and 1995. 

Interest on Cash: 

The Company earns i n terest on its cash account, which is 
recorded below-the -line . When an interest-bearing account is 
included in working capital, the Commission has either ordered the 
interest. r ecorded above - the - line or has removed the cash from 
working c apital and left the interest below-the-line. In Order No. 
PSC-95-0518-FOF-GU , we d i rected Florida Public Utilities Gas 
Division to record above - the- line the interest earned on cash 
i nclude d i n rate base . Therefore , we find it appropriate for St. 
Joe t o record above-the-line the interest earned on cash i ncluded 
in rate base and that revenue be increased by $7,854 in 1994 and by 
$5,189 in 1995 . 

House Piping Expense: 

St. Joe recorded $2 0 ,974 and $22,661 in below-the- line 
expenses for 1994 and 1995 respectively for house piping a nd 
venting . The Commission has allowed other companies, City Gas and 
West Florida Natural Gas, to record this type of expense above-the­
line for recovery in base rates or throug h the conservation cost 
recovery mechanism . Therefore, we find it is appropriate to accord 
St . Joe comparable treatment for these costs and recommend 
increas i ng oper ating expenses by $20,974 and $22,661 f or 1994 and 
1995, respectively. 

Income Taxes: 

In calculating its income tax expense, the Company neglected 
t o include interest expense in its calculation . The "reconciled to 
rate base" interest is $172 ,114 for 1994 and $159,768 for 1 995. 
The result of including the interest is a decrease to income taxes 
of $64,767 for 1994 and $60,121 for 1995. Further , other 
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adjustments we made to NOI decrease NO! by $3,400 and $7,752 and 
decrease income tax expense by $1,279 and $2,917, f o r 1994 a nd 1995 
respectively . Accordingly we find it appropriate to decrease tax 
expense for 19 94 by $66,046 and to decr ease tax expense f or 1995 by 
$63 ,038. 

In summary, we find it appropriate to increase St . Joe's 
achieved NOI by $62,646 for 1994 and by $55,286 for 1995. 
Attachments 1 and 3 show the NO! with adjustments for 1994 and 
1995, respectively. Based on the adjustments discussed above, the 
appropriate net operating income is $541,908 for 1994 and $488,761 
f or 1995. 

OVEREARNINGS 

After making the appropria te adjustments shown a bove, we find 
that the Company's overearnings for 1994 and 1995 are $183,339 a nd 
$77,979, respectively, for a total of $261,318. The amount of 
overearnings has been accepted by the Company. The calculatio n of 
the overearnings for 1994 and 199 5 are shown on Attachments 1 and 
3, respectively. 

The Company s u bmitted its proposal t o dispo se of the above 
stated overearnings and potential overearnings for 1996. The 
pro posal is attached hereto as Attachment 5. In summary, the 
Company proposes: 

1. To amorti ze, 
beginni ng January 
1994 and 1995; 

o ff the books, over a 25 -yea r per i od 
1, 1997, $261,318 in excess earnings f or 

2. If the Company files with the Commission, a petition to 
increase its rates, that has the effect of increasing 
revenue s, then t he Company agr ees to refund over a 60 -month 
p e riod commencing with the new rate change, the remaining 
unamortized ba l ance of excess earnings to be established at 
the conclusion of the rate proceeding, without inte rest; 

3. The r efund procedures will not apply wl.ere the Company 
petitions to restruc ture its rates suc h that the resulting 
rate changes have no effect on the Company's total revenues; 

4. In the event the Company's earnings for the calendar year 
1996 are determined by the Commission to be in excess of 
maximum authorized leve ls, the excess earnings will be 
administered in a c cordance with the procedures established f o r 
the 1994 and 1995 overearnings. 
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administered in accordance with the procedures eatablished for 

the 1994 and 1995 overearnings. 

We believe that St. Joe's circumstances _are unique and that 

there is no ideal solution for this Company g~ven it1 distinctive 

situation. Upon review of the Company's propo~al, we find it is 

the best alternative for d i sposition of overearn~nga for 1994 1 995 

and 1996, if any, for the reasons that follow. ' 

1. St . Joe 's situation is unique in that it has the lowes t 

rates in the State of Florida for residential natural gas 

customers and its largest customers have negotiated contracts.· 

2 . The Company has cash flow problems in view of its 

construction program. 

3. In its proposal, the Company agrees to a cap on its 1996 

earnings . 

4. The proposal provides for a potential r~f=a. 

5. If overearni ngs were recorded as CIAC, ~base would be 

reduced thereby exacerbating overearnings . 

6. The proposal provides an incentive not ~file for a rate 

increase, thereby minimizing rate case co~ Aeing borne by 

its existing customers. 

7. Even if St. Joe does succeed in just~ng increased 

rates, the Company's proposal lessens the ~t of a rate 

increase for a five-year period. 

8. The proposal will not hinder the comp~ of the main 

line extension to the City of Wewahitak8; and the Gulf 

Correctional Institute, outside of Wewahi~ 

Therefore, we approve the Company's propos~· its treatment 

of its 1994, 1995 and 1996 overearnings. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Com~ that st. Joe 

Natural Gas Company, Inc . 's proposal for d~tion of its 

overearnings for the year£ 1994, 1995 and lfjf' if any, are 

approved as discussed in th· ~ body of this order ·rt is further 

ORDERED that account) 

herein . It is further 
_iustments be 11lk as discussed 
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ORDERED that the prov1s1ons of this Order, issued as proposed 
agenc y action, shal l become final and effective unless a n 
appropriate petition, in the form provided by Rule 25-22.03 6 , 
Flo rida Administrative Code, is received by the Director, Division 
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 32399-0850, by the c lose of business on the date set forth 
in the "Notice of Further Proceedings or Judicial Review" attached 
hereto. It is further 

ORDERED that i n the event this Order becomes fina l , t his 
Docke t shall be c losed. 

By ORDER of t he Florida Public Se rvice Commi ssion , th i s 23rd 
day o f Sept e mber , 1996 . 

( SEA L) 

SLE 

DISSENT 

Co mmissioner Deason dissents. 

NOTICE OF FQRTHER PROCEEDINGS OR JUDI CIAL J EVIEW 

The Florida Public Service Commission is required by Sec tion 
120.59 (4 ) , Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120 . 68, Florida Statutes, a s 
well as the procedures and time limits that apply . Thi s notice 
should not be construed to mean all request s for an administ r at i v e 
hearing or judic ial review will be granted or result in t he relief 
sought. 
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The action proposed herein is preliminary in nature and wil l 
not become effective or final, except as provided by Rul e 
25-22.029, Florida Administrative Code. Any person whose 
substantial interests are affected by the act ion proposed by this 
order may file a petition for a formal proceeding, as provided by 
Rule 25-22.029(4), Florida Administrative Code, in the form 
provided by Rule 25-22.036(7) (a) and (f), Florida Administrative 
Code. This petition must be received by the Director, Division of 
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee , 
Florida 32399-0850, by the close of business on October 14. 1996. 

In the absence of such a petition, this order shall become 
effective on the day subsequent t o the above date as provided by 
Rule 25-22.029(6) , Florida Administrative Code. 

Any objection or protest fi led in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period . 

If this order becomes final and effective on the date 
desc ribed above, any party substantially affected may request 
judicial review by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or by the First District Court 
of Appeal in the case of a water or wastewater utility by filing a 
notice of appeal with t he Director, Division of Records and 
Reporting and filing a copy of the notice of appeal and the filing 
fee with the appropriate court. This filing must be completed 
within thirty (30) days of the effective date of this order, 
pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The 
notice of appeal must be in the form speci fied in Rule 9.900(a), 
Florida Rules of Appellate Procedure . 
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Adj 

No 

8 
9 
10 
11 
12 

1 
2 
3 

ST. JOE NATURAL GAS COMPANY 

DOCKET NO. 860930-GU 

CALCULATION OF 199-4 EXCESS REVENUE 

NET OPERATING INCOME PER ESR 

Staff Adjustments: 

Director Fees $7,200 

Rent Revenues 2 .520 

Interest on Cash 7,854 

House Piping Expense (20.974) 

Income Taxes 66,046 

Total Adjustments 

Adjusted NOI 

RATE BASE PER ESR 

Staff Adjustments: 

Nonreg Cash {$107,452) 

Accrued Interest (5.3~) 

Accrued Taxes 33,023 

Total Adjustments 

Adjusted Rate Base 

ROR C 12.00% ROE 

Maximum allowed NOI 

Achieved NOI 

Excess NOI 

NOI Multiplier 

199-4 Excess Revenue 

Interest 

TOTAL. 199-4 EXCESS REVENUE 
.. 

ATTACHMENT 1 

ATIACHMENT 1 

11.Sep-~ 

$479.262 

62.646 

1541,908 

$4,068,100 

(79,823) 

$3,988,277 

)( 1o.n % 

429.704 
541 .908 
112.204 

)( 1.6340 
183,339 

0 

! 1831339 



ST. JOE NATURAL GAS COMPANY 

DOCKET NO. 960930-GU 

1994 CAPITAL STRUCTURE 

ADJUSTMENTS 

ATTACHMENT2 

11-Sep-96 

TOTAL COST WEIGHTED 

PER COMPANY STAFF BEFORE STAFF RATIO RATE COST 

BOOKS S~CI~C_SPECIFIC PRO RATA PRC?_~_IA AOJUS..!_ED __ (%) __ ___;(L:.%:.,) __ _ ....:(L:.%:L.)_ 

LONG TERM DEBT 1.727,451 1,727.451 (20.679) 1,706.772 42 79% 9.85% 4.22% 

SHORT TERM DEBT 0 0 0 0 00% 10.00% 0.00% 

DEFERREOCREOfT 42.330 42.330 (507) 41,823 1.05% 4.27% 0.04% 

CUSTOMER OEPOSfTS '17,974 27.974 (335) 27,639 0.69% 8 00% 0 06% 

COMMON EQUITY 2,214,919 32,294 (74.624) 2.172.589 (26.008) 2.146.581 53.82% 12.00% 8.46% 

DEFERRED INCOME TAXES 65,462 65.462 65.462 1.64% 0.00% 

TAX CREOfTS.ZERO COST 0 0 0.00% 0.00% 

TAX CREDITS-WEIGHTED COST ----------- --- 0 0 0.00%:.__ ____ ....:0=.00% 

TOTAL 4.035.806 32,294 (32.294) 4,035.806 (47.529) 3.988.277 100.00% 10.77% 

~g ~ 
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ST. JOE NATURAL GAS COMPANY 

DOCKET NO. 960930-GU 

CALCULATION OF 1995 EXCESS REVENUE 

NET OPERATING INCOME PER ESR 

Staff Adjustments: 

Director Fees $7,200 

Rent Revenues 2,520 

Interest on Cash 5,189 

House Piping Expense (22,661 ) 

Income Taxes 63,038 

Total Adjustments 

Adjusted NOI 

RATE BASE PER ESR 

Staff Adjustments. 

Nonreg Cash ($101,132) 

ACCn.Jed Interest (5,285) 

ACCn.Jed Taxes 31 ,519 

Total Adjustments 

Adjusted Rate Base 

ROR G 12.00% ROE 

Maximum allowed NOI 

Achieved NOI 

Excess NOI 

NOI Multiplier 

1995 Excess Revenue 

Interest 

TOTAL 1995 EXCESS REVENUE 

ATTACHMENT 3 

ATTACHMENT 3 

11-Sep-96 

$433,475 

55,286 

$488 761 

$4,224,433 

(74,898) 

$4,149,535 

X 10.63% 
441 ,037 
488.761 

47,724 

X 1.6340 
77,979 

0 

$77,979 



·• 

ST. JOE NATURAL GAS COMPANY ATTACHMENT 4 'Ot::I O 

DOCKET NO. 960930-GU 11-Sep-96 ~0::0 
Glntl 
t'1:Xt'1 

t'1::0 

1995 CAPITAL STRUCTURE 
...... .., 
w z 

ADJUSTMENTS TOTAl COST WEIGHTED z o 
0 · 

PER COMPANY STAFF BEFORE STAFF RATIO RATE COST 
'0 

800t<S SPECIFIC SPECIFIC PRO RATA PRO RATA ADJUSTED (~) "' (~) \D(/) 
...... - -- -· --- ... -- . <TIO 

LOHO T£RM DEBT 1,412.820 1.412.820 (32.353) 1.380.467 3327Y. 1.85. 3~ 01 
\D\D 

SHORT T£RM OE8T tt5.385 115.385 (2.842) 112.743 2.-n.. 1000. O.VY. W<TI 
0 I 

DEF£RR£D CREDfT 174.782 174.762 (4.002) 170.780 41~ 8~ 0.25. I ...... 

CUSTOMER DEPOSfTS 27.75!5 27,755 (836} 27,119 0.65. 8.00. 0.05. 
G) I-' 
C::<X> 

COMMON EQUITY 2,573,808 32,902 (207,884) 2.398.848 (54,933) 2.343,913 58~ 12.00. e.~ 
(X) 
I 

OEFEfmED INCOME TAXES tt4,533 tt4,533 tt4,533 2.~ 0.00. ~ 
0 

TAX CREOJTS.l£RO COST 0 0 000. 0.00. ~ 
I 

TAX CREOfTS..WEIGHTED COST 0 0 0~ 0.~ 
G) 
c:: 

TOTAL 4,244,101 32,902 (32,902) 4,244,101 (94,588) 4.149,535 100.00. to.~ -

• 
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... ~ 
HOLlAND & KNIGHT 

J15 Slall Clllu Snel .. .., 
PO DIM' 110 (ZI' ln12~10) 
,.._ FllrO Jll)l 

• ·D•·JIDJ 
f4a m-·~.aJi 

Au,uat 8, 1996 

VIA HAND DELIVERY 

Mr. Timothy J . Devlin, Director 
Divition of Auditin& A Financial Analyail 
Florida Public Service Commialion 
2540 Shumard Oak Boulevard 
Gerald L. Gunter Buildinc, Room 21SJ 
Tallahauee, Florida 32399..0850 

ATTACHMENT 5 
PAGE 1 OF 2 

OrW.so 

·~0 
'~ llllfqlcr. 0 C 
-'-'llr.a:~ 

Re: Inquiry into the Level of Earninp of St. Joe Natural Gu 
Company, Inc. 

Dear Mr. Devlin: 

Baaed on our dilcuuiona earlier today, thiJ letter modifiu and .uperaedes our 
Jetter to you of Aucuat 7, 1896. J.. part of ita earninp aurveWance procram, 
Commiuion .taffhu identified potential uceu earninp relative to our client, St. Joe 
Natural Gu Company, IDe. (the "Company"), for the calendar yaa1'11194 and 1995. 
Thil earninp review merit. tpeeial analyaiiJiven the Company'• unique opera tine and 
rate characterinict. J. you an aware, the pocraphic location or the Company 
Mverel,y limit. ita upa~Wion opportunitiu, yet the Company hu bun able to maintain 
the loWMt naidential ... rata iD the .tate. In ncoanJtion or thMt unique 
characten.tie~ and iD order to upeditioualy r.olve t.hil matt.r without neon to 
litiption, the Company propoNI the foUowiDJ: 

1. The Company ..,... for purpoHI or •ttlement that there are 
1261,318.00 iD aceu earniDp for the calendar JUft 1194 and 1195 
c-Ezceu Earni.Dp1. 

2. Ezc:eu EarniDp identified in Paracraphll and 4 thaD be maintained ofT 
the boob and amortized (i.e., nductd iD equal monthly iDcrementa) over 
a 25 year period btainJUnr JanlW')' 1, 1te7 (the •Amortization Period"). 
In the event the Company m.. with the Commiuion • petition to 
incrtUt ita J"atll that bu the effect Of inereufnl rtVeDUII rAarepte 
Rate lnertUt Procetc!inr"), the Company qreu to refund ovar a SO 
month period, com.mencm, with. the new rate cbanp, the rtmaininl 
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, 

Mr. Timothy Devlin 
AuCUJt 8, li96 
Pqt2 

Net Refund, if any, ahall be without interut and llt&bliahed at the 
conclu.ion of the Agrepte Rate IDcreue PrOCMdinr. 

3. The Net Refund proceduru will not apply where tht Company petitioru 
to nltructurt ita ratea tuch that the Nlllltin& rate chanpa have no effect 
on the Company'• total nvanuu. 

•• 1D the event that the Company'• earuinp ror the calendar 1Mf lt96 are 
determined by the Comm.illion to be iD aceu or muimum authorized 
Ieveli, the Company willadmini•ter thoee aceu eaminp iD accordance 
with the Net Refund procecluru aet forth hueiD. 

6. ThiJ Mttlement propoaal il contiDpnt upon Commiuion approval 
without modification. If thil propoaal il not approved in ita entirety by 
the Commiuion it ahall be null, void and or no further bindinr effect. 

6. Com million approval or thil propoaal will clote out the Comm.illion •• 
review ofthe Company'• urninp ror the calendar ,.an1194 and 1895, 
and all prior periods. Calendar JU1 1196 remainJ wbjtct to audit, 
review and adjuatment. 

The Company rMpKtlu1Jy nquMtl that the Statr prepare a recommendation to 
the Commiuion ror approval of the foreroinr propoaa) at tht earliest practicable time. 
PJeue contact the underairned ahould )'OU have an)' "qutltioDJ . 

DBM/amt 
ee: Public Counael 

Mr. Stuart Shoat 

Sincerely, 

HOLLAND A KNIGHT 
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