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I N  ATTENDANCE : 

COCHRAN KEATING, BILL McNULTY, TODD BOHRMANN, 

representi ng the FPSC Commission S t a f f .  

MATTHEW M. CHILDS and KORY DUBIN, representing 

F lor ida Power and LIght Company. 

JAMES BEASLEY, PENELOPE RUSS, JOANN WHEATLY and 

DENISE JORDAN, representing Tampa E l  e c t r i  c Company. 

RUSSELL BADDERS and TERRY DAVIS, representing Gul f 

Power Company. 

JAVIER PORTUONDO, representing F1 or ida Power 

Corporation. 

ROBERT VANDIVER AND AVIS  PAYNE, representing the 

Of f i ce  o f  Pub1 i c  Counsel . 
JOHN McWHIRTER, representing F1 orida I ndus t r i  a1 Power 

Users Group. 
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P R O C E E D I N G S  

MR. McNULTY: My name i s  B i l l  McNulty, and I would 

l i k e  t o  welcome everyone t o  today's s t a f f  workshop. Today's 

dorkshop i s  t o  discuss the a1 te rna t ive  fuel  cost - recovery 

factor rev is ion  schedules. The purpose o f  the  workshop i s  t o  

j iscuss the proposals and a1 low presentations from the par t ies  

to  the  fue l  docket concerning the appropriate length and t iming 

D f  the  cost-recovery per iod f o r  the fuel  and purchased power 

cost - recovery c1 ause. 

Notices were sent on June 6 th  t o  a l l  par t ies.  And 

copies o f  the s t a f f  memorandum, the not ice o f  today's agenda, 

par t ies '  comments can a l l  be found on the tab le.  

haven't picked up your copy, feel f ree  t o  go over and get one 

now. We also need t o  remind people t o  be sure t o  s ign i n  on 

the sign-in sheet t h a t  should be c i r cu la t i ng .  

please make sure t o  sign t h a t  i n  before leaving today. 

I thought we would s t a r t  w i th  introduct ions.  And 

since we don ' t  have t h a t  many people here today, I t h ink  we 

should able t o  go through t h a t  fa i r l y  quickly.  We may have 

someone who has - - I bel ieve FIPUG has ca l l ed  i n ,  and i f  you 

could i d e n t i f y  yourselves. 

I f  you 

So i f  you would 

MR. McWHIRTER: My name i s  John McWhirter, and I am 

i n  Tampa. 

MR. McNULTY: Okay. And maybe we w i l l  s t a r t  w i th  

s t a f f .  
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MR. BOHRMANN: Todd Bohrmann, Commission s t a f f .  

MR. KEATING: Cochran Keating, Commission s t a f f .  

MR. CHILDS: M a t t  Childs appearing on behalf o f  

F1 o r i  da Power and L i  ght . 
MS. DUBIN: Kory Dubin, F lor ida Power and L ight .  

MR. BEASLEY: Hello, John McWhirter. Jim Beasley 

w i th  Tampa E lec t r i c  Company. And also w i th  me i s  Penelope 

Russ, Joann Wheatley, and Denise Jordan from Tampa E lec t r i c .  

MR. BADDERS: Russell Badders w i th  the l a w  f i r m  o f  

Beggs and Lane appearing on behalf o f  Gul f  Power. 

me Terry Davis o f  Gul f  Power. 

I have w i th  

MR. PORTUONDO: Javier Portuondo, F lo r ida  Power Corp. 

MR. VANDIVER: Rob Vandiver and Avis Payne w i th  the 

Of f i ce  o f  Pub1 i c Counsel . 
MR. KEATLNG: Just before B i l l  goes on, i s  there 

anyone else i n  the room who hasn' t  introduced themselves tha t  

may be speaking t h i s  morning? Okay. Thank you. And i f  anyone 

because who i s  speaking could come up t o  one o f  the microphones 

we are having t h i s  recorded and transcribed. 

MR. McNULTY: Okay. We w i l l  be fo l lowing the 

tha t  i s  attached t o  the not ice t h i s  morning. And I wan 

agenda 

t o  

emphasize tha t  the po in t  o f  t h i s  workshop i s  feedback and 

encourage people t o  engage a t  any time. But, o f  course, you 

know, i f  there i s  anyone from the audience who hasn' t  

i d e n t i f i e d  themselves tha t  f inds the need t o  speak, please come 
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t o  the microphone and i d e n t i f y  yourse l f .  

out i n  the audience because i t  won't be recorded. 

But don ' t  speak from 

F i r s t  al low me t o  summarize the current fuel  cost 

recovery schedule and 2 i t  was adopted by the Commission. 

Docket 980269-PU, which was issued on May 19th, 1998, the 

Commi ssion establ i shed an annual calendar year cost - recovery 

per iod f o r  a l l  cost-recovery clauses f o r  a l l  e l e c t r i c  and gas 

u t i l i t i e s  w i th in  the  Commission's j u r i sd i c t i on .  

time, the Commission had approved seasonal six-month recovery 

factors  tha t  commenced i n  Apr i l  and October o f  each year. The 

new schedule was implemented January 1, 1999. 

I n  

Pr io r  t o  tha t  

The reasons f o r  switching t o  an annual calendar year 

cost - recovery were several . They i ncl  uded, number one, more 

e f f i c i e n t  use o f  Commission and par t ies  resources, and t h a t  

bas ica l l y  addressed the ease o f  administrat ion and al lowing 

greater time f o r  analysis o f  fuel docket issues. 

The second reason was reduce number o f  midcourse 

corrections, which as we know, hasn' t  necessari l y  come t rue ,  

but  the  ra t iona le  was tha t  i f  we i n s t i t u t e d  an annual calendar 

year period tha t  the  ups and downs would smooth themselves over 

over time, and midcourse corrections would be fewer i n  number. 

Thi rd ly ,  more cer ta in  and stable e l e c t r i c i t y  pr ices 

were expected f o r  ratepayers budgeting processes. So customers 

were expecting t o  be able t o  handle t h e i r  budgets knowing what 

tha t  fuel  cost was going t o  be f o r  an e n t i r e  calendar year. 
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And tha t  would s h i f t  us away from what had previously been 

experienced, which was three d i f f e r e n t  p r ice  changes during the 

year. One i n  A p r i l ,  October, and then also i n  January w i th  the 

other c l  auses. 

Number four was the ease o f  analysis o f  fuel  cost 

information. Annual analysis i s  easier than analyzing fue l  

costs than over three d i f f e ren t  periods and i t  i s  consistent 

w i th  the  way most o f  the data are accumulated and reported t o  

the FERC, t o  the Department o f  Energy, and t o  other repor t ing 

agencies . 
And, f ina l l y ,  the f ina l  reason f o r  s h i f t i n g  t o  t h i s  

annual calendar year period was tha t  i t  would s imp l i f y  

Commi ssion audits. Commission audi ts requi re  accessing 

u t i  1 i t i e s  ' general 1 edger f o r  two d i  f f e ren t  calendar years when 

you have a seasonal factor  i n  place, and t h i s  was seen t o  

simp1 i fy t h a t  process. 

Since the new fuel  cost-recovery schedule was 

adopted, there have been several midcourse corrections as 

everyone knows, and t h i s  was due mostly t o  fuel  p r ice  

vol a t i  1 i ty. The Commi s s i  oners have expressed concerns dur i  ng 

the l a s t  midcourse correct ion as t o  whether the reasons j u s t  

d i  scussed f o r  imp1 ementing an annual calendar year fuel  

cost-recovery period i s  s t i l l  v a l i d  today, and t h i s  k ind  o f  

re f lec ted  on the prospects - -  the experience o f  the past, the 

l a s t  two years, and the prospects f o r  pr ices i n  the fu ture,  and 
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the a b i l i t y  o f  the u t i l i t i e s  t o  control  or  exert  some inf luence 

w e r  what those pr ices w i l l  be. 

This workshop i s  being conducted i n  order t o  al low 

s t a f f  t o  gather feedback and comments so tha t  we can br ing  a 

recommendation per ta in ing t o  t h i s  issue t o  the Commission 

perhaps i n  August. And we w i  11 be going over procedural 

aspects o f  t h i s  towards the end o f  the meeting as you can see 

on your schedule. Sta f f  remains neutral on the outcome o f  t h i s  

issue, and i s  s o l i c i t i n g  feedback today through post-workshop 

comments. 

With tha t ,  Todd Bohrmann, who has been coordinating 

the fuel  docket analysis f o r  several years w i l l  describe 

s t a f f ' s  f i r s t  a l te rna t ive  and s o l i c i t  your feedback. 

MR. BOHRMANN: Thank you, B i l l .  As B i l l  said, my 

name i s  Todd Bohrmann, and I w i l l  be discussing the f i r s t  

a l te rna t ive  tha t  appears on Page 2 o f  Attachment 1 o f  the memo 

tha t  was sent t o  the par t ies  i n  Docket Number 010001 on May 

25th. Essent ia l ly ,  under t h i s  a l te rna t ive ,  u t i l i t i e s  which 

have a fue l  and purchased power cost-recovery clause would - - 
the recovery per iod would go from 12 months t o  6 months 

commencing i n  January and Ju ly  o f  each year. 

If the u t i l i t y  chose t o ,  and subject t o  the  

Commission approval, the u t i l i t y  could p e t i t i o n  t o  remain on a 

12-month recovery period. Although there are two caveats t o  

keep i n  mind f o r  choosing a 12-month recovery period. Number 
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, t h a t  choice would be 

not renew each year. It 

would be a f ive-year  period, and then when you got t o  the end 

o f  t h a t  f ive-year  period, then you could choose t o  remain on 
f o r  another f i v e  years or you could go t o  a six-month period 

tha t  was your choosing. 

And, number two, any true-ups t h a t  occurred between 

the fue l  hearings would be deferred u n t i l  the fo l lowing 

recovery period. As a matter o f  an example, I have set out a 

schedule which shows how the Commission and the u t i l i t i e s  and 

other pa r t i es  t o  the fue l  docket would t r a n s i t i o n  from a 

f 

12-month recovery period t o  a six-month recovery period. Those 

u t i l i t i e s  which remain on a 12-month - -  

( I n te r rup t i  on. ) 

MR. KEATING: Are you s t i l l  w i th  us, Mr. McWhirter? 

( O f f  the record. 1 

MR. KEATING: I t h i n k  we can go back on. We are 

working on the technical problems. And i f  M r .  McWhirter j o i n s  

us again, I th ink  we can give him the opportunity t o  address 

anything t h a t  we have - -  any o f  the proposals t h a t  we have gone 

over a t  t h a t  point .  

MR. BOHRMANN: Okay. Where was I? The schedule f o r  

the 12-month - -  for the u t i l i t i e s  i n  the 12-month recovery 

per iod would remain the same f rom how they are r i g h t  now. So I 

w i l l  j u s t  h igh l igh t  the  changes t h a t  would take place for the 
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The f i l i n g s  f o r  t h i s  f a l l  f o r  the 

d remain the same, and then we wou 

a hearing i n  mid t o  l a t e  May o f  2002 t o  set  factors  f o r  

d have 

the 

Ju ly  through December 2002 period. And f i n a l  t rue-up testimony 

would be due approximately March 4 th  w i th  the  estimated actual 

data and projected testimony f o r  Ju ly  through December 2002 

would be due approximately March 20th, w i t h  the Commission 

having a hearing and s e t t i n g  factors  f o r  t h a t  t ime period 

approximately around May 20th. And then the cycle would 

continue on the same schedule f o r  the next six-month period o f  

t ime. 

The audi t  schedule would remain the same. We would 

aud i t  on an annual basis. We looked a t  the benef i ts  o f  going 

t o  a six-month recovery period. And p r i m a r i l y  what we came up 

w i t h  was a shorter regulatory lag  and more current fuel  p r ice  

forecasts, and more t ime ly  p r i ce  signals. You know, being more 

responsive t o  changes, changes i n  market pr ices o f  fuel and 

purchased power. And we also looked a t  the drawbacks o f  a 

six-month recovery period. And they include a greater 

regulatory  cost  f o r  both the Commission and the par t ies  w i th  

greater p r i ce  uncertainty f o r  customers and more frequent p r i ce  

changes. Those are the ones t h a t  we looked a t  as being most 

s i  gni f i cant. 

We have several discussion questions t h a t  we raised 

f o r  the  f i r s t  a l te rna t ive  t h a t  are l i s t e d  here on Page 3 o f  the 
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memo and continue on t o  Page 4. And perhaps during the 

feedback we can address some o f  the comments tha t  were made t o  

these questions tha t  were f i l e d  p r i o r  t o  the workshop. With 

that ,  I would l i k e  t o  open i t  up t o  the pa r t i es '  feedback on 

the f i r s t  a1 ternat ive.  

MR. KEATING: And j u s t  before we get s tar ted on tha t ,  

I would l i k e  t o  make sure tha t  t ha t  i s  Mr. McWhirter on the 

l i n e .  

MR. McWHIRTER: Yes, I am on the l i n e .  

MR. KEATING: Mr. McWhirter, t h i s  i s  Cochran Keating 

w i th  the Commission s t a f f .  And j u s t  t o  l e t  you know, since we 

l o s t  you, I don ' t  know i f  you could hear us f o r  awhile there, 

but  we have j u s t  gone over the f i r s t  a l te rna t ive  presented i n  

s t a f f ' s  memorandum tha t  was sent out on May 25th. 

MR. McWHIRTER: Cochran, I heard the f i r s t  par t ,  but  

I am distressed t h a t  I f o r  some reason disconnected t o  hear the 

l a s t  par t  o f  your s t i r r i n g  presentation. 

UP. 

I w i l l  t r y  t o  catch 

MR. KEATING: We had i t  transcr ibed and i t  i s  

probably j u s t  as moving on paper as i t  was over the phone. 

MR. McWHIRTER: Good. 

MR. KEATING: But i n  essence i t  was j u s t  a summary o f  

what i s  on Pages 2 and 3 o f  s t a f f ' s  May 25th memorandum. 

MR. McWHIRTER: Thank you. I f  you want me t o  s t a r t  

out, our only comment i s  the same as they were when the program 
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was introduced; t o  w i t ,  tha t  i t  makes sense t o  us from a 

conservation approach t o  change the  fue l  factors commensurate 

w i th  the time tha t  fue l  costs go up. We even th ink  t h a t  the 

six-month program would not be as good as one tha t  perhaps the 

fac to r  began i n  May and ran through October or through 

September 

But having said tha t ,  I th ink  tha t  i s  read i l y  

apparent as t o  how things work and would be more su i tab le t o  

give people real t ime warnings o f  the  t r u e  cost o f  e l e c t r i c i t y ,  

and perhaps woul d invoke some conservation tha t  does not 

necessari 1 y ex i  s t  when peopl e don I t get p r ice  s i  gnal s . 
On the other side o f  the coin,  we l i k e  the annual 

repor t ing because i t  gives you the p i c tu re  o f  an e n t i r e  year 's  

cost ra ther  than a six-month pro ject ion.  So also l i k e  the fac t  

t ha t  w i th  the annual - -  the theory w i th  annual changes i s  t ha t  

you don ' t  have so many hearings and don ' t  have so many reports 

t o  f i l e .  And we thought tha t  was worthwhile. But on balance, 

factors  would i t  would seem tha t  shorter time periods f o r  fue 

be be t te r .  

That concludes the FIPUG statement. 

MR. KEATING: Thank you. Any o f  the o 'her par t ies  

t h a t  are present would 1 i ke t o  comment on tha t  a1 ternat ive.  

MR. BEASLEY: I had a couple o f  questions about it. 

There appears t o  be i n  the a l te rna t ive  where you have an annual 

recovery period, a minimum sign-up t ime frame o f  f i v e  years. 
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!nd we don ' t  have t h a t  now, and I wondered what the purpose was 

If having the f ive-year  minimum period. And i n  addi t ion t o  

that, midcourse corrections occur, o r  the need f o r  midcourse 

zorrections occurs, and I wondered 2 t h a t  would be precluded 

for any u t i l i t y  t h a t  under t h i s  opt ion chose an annual recovery 

3eriod. 

the u t i l i t y ' s  s t a b i l i t y  o r  the ratepayers' service t o  have 

>reclusion o f  any k ind  o f  midcourse correct ion.  

It might be counter-productive from the standpoint o f  

MR. BOHRMANN: I understand your concerns, and those 

w e  two factors  t h a t  we considered deeply when we were 

jesigning these a l ternat ives.  Speaking f i r s t  t o  the f ive-year  

ninimum, we wanted the decision t o  go t o  a 12-month recovery 

Deriod t o  be something tha t  had a semblance o f  long-term, 

long-term i n  nature. Not something t h a t  you could switch back 

and f o r t h  t o  between s i x  and 12 months, depending upon the 

circumstances. We wanted something t h a t  was made - - a decision 

that was made based upon long-term factors  and not short-term 

factors. 

And i f  you chose, i f  you chose t o  take the six-month 

option, there i s  no minimum period o f  time i n  which you can 

remain on the six-month option. A year or two down the road 

you may choose t o  go t o  the 12-month opt ion a t  your d iscret ion.  

The f i ve-year  minimum only applies t o  the 12-month recovery 

period. As opposed t o  deferr ing the t rue-up balance t o  the 

fo l lowing recovery period instead o f  al lowing a large t rue-up 
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balance t o  be recovered i n  the current recovery period. 

What I can say i s  t ha t  a 12-month recovery period i s  

taken a t  the company's option. And i f  the company f e l t  tha t  

midcourse corrections, you know, most l i k e l y  would be ca l led  

upon i n  the  fu ture t o  address any true-up, t ha t  would be factor  

f o r  remaining on the six-month option. We chose t o  have an 

optional 12-month period because although there have been some 

u t i l i t i e s  who have requested a midcourse correct ion,  you know, 

most recent ly  there has been other u t i l i t i e s  which have not 

needed t o  c a l l  upon a midcourse correction. And we wanted t o  

give those u t i l i t i e s  the opt ion o f  staying put where they were 

r i g h t  now. 

MR. BEASLEY: Would you look favorably upon saying 

tha t  i f  you choose a 12-month recovery period you are stuck 

w i th  t h a t  u n t i l  you can j u s t i f y  otherwise, and, you know, 

present j u s t  cause f o r  changing the recovery period, and tha t  a 

t rue-up needs t o  be j u s t i f i e d  i n  the same way tha t  they have i n  

the past? I mean, tha t  would - -  w i th  the annual opt ion tha t  

would seem t o  give you some permanence u n t i l  shown otherwise, 

you know, j u s t i f i e d  otherwise. And then, o f  course, the 

u t i l i t y  would have the burden t o  show tha t  the t rue-up i s  

indeed necessary. I mean, tha t  i s  k ind  o f  what we have now. 

MR. BADDERS: And I guess t o  add t o  tha t ,  I th ink  

what he i s  proposing seems log i ca l  t o  me i n  tha t  r i g h t  now we 

have already been through some hearings, we have agreed tha t  
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the 12-month i s  the status quo. And I ' m  j u s t  saying you w i l l  

continue t h a t  as, I guess, the base, the defaul t ,  and l e t  the 

six-month be opt ional ,  and don ' t  penalize i f  you want t o  stay 

on 12-month. Allow the midcourse corrections, you s t i l l  have 

t o  make the same showings tha t  you have t o  make now, and tha t  

way i f  you do have u t i l i t i e s  who might, you know, f o r  whatever 

reason decide they want t o  go t o  s i x  months, some want t o  stay 

on 12, you w i l l  a t  l eas t  get the benef i t  o f  having both go a t  

the same time. 

And we can probably see the whole p ic tu re ,  l e t  t h i s  

go out a few more years. I don ' t  know i f  there i s  an issue o f  

whether or not two years i s  enough r e a l l y  t o  show where we are 

going here and where we should be. You may end up w i t h  some 

u t i l i t i e s  on 12, some on six. A l i t t l e  b i t  administrat ive 

d i f f i c u l t y  there, but i t  i s  manageable. You would get a bigger 

p ic tu re .  And I t h i n k  as w r i t t e n  t h i s  opt ion r e a l l y  almost 

p roh ib i t s  staying w i t h  12 month. I mean, there i s  a l o t  o f  

r i s k  there i f  you c a n ' t  do a midcourse, and i f  you are j u s t  

lock ing i n  f o r  f i v e  years. A l o t  o f  th ings can change. 

MR. PORTUONDO: I would agree w i t h  t h a t  statement. I 

would also add tha t  t o  preclude the midcourse correct ion would 

increase the overal l  cost t o  the customer by wai t ing un t i l  the 

f o l  1 owing year and therefore addi t ional  i nterest  i s accruing on 

the unrecovered balance. And i t  a l so  increases r a t e  shock t o  

the customer i n  the fo l lowing period. So, I guess I would 
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agree w i th  t h i s  a l t e rna t i ve  i f  we were able t o  s t r i k e  the 

preclusion from the midcourse correct ion.  

MR. BOHRMANN: I understand the comments tha t  have 

been made. And another factor  t h a t  we wanted t o  - -  another 

fac to r  t h a t  went i n t o  developing t h i s  a l t e rna t i ve  was the 

recogni t ion tha t  a midcourse correct ion,  the amount of time 

t h a t  s t a f f  and the pa r t i es  have t o  evaluate a midcourse 

correct ion versus an ev ident iary  hearing i s  shorter, and the 

amount o f  information t h a t  i s  provided i s  not as extensive. 

And we do not want t o  give the perception o f  having a - - we d 

not want t o  give the  perception t h a t  a person could, you know, 

a u t i l i t y  could stay on a 12-month recovery period and then 

have the midcourse correct ion so r t  o f  as a subst i tu te  fo r ,  you 

know, an evident iary hearing, you know, midway through the 

year. We d i d  not want t o  give t h a t  perception t h a t  t ha t  was 

the i n t e n t  o f  t h i s  a l ternat ive.  

MR. BADDERS: And mindful o f  t ha t ,  I mean, one t h i n g  

t o  consider, I mean, a l l  o f  t h i s  i s  s t i l l  subject t o  audi t .  I 

mean, t h a t  i s  r e a l l y  where the highest leve l  o f  scrut iny i s  i s  

i n  the audi t .  And c l e a r l y  1 th ink  the Commission and s t a f f  can 
spot when i t  appears t h a t  a u t i l i t y  i s  doing tha t .  

r e a l l y  t h ink  the Commission would be rushed t o  a decision. I f  

they d i d n ' t  feel they had enough time and enough information, I 

bel ieve they would say no. And I r e a l l y  don ' t  - -  I t h ink  i t  

would be hard for the u t i l i t i e s  t o  come i n  here repeatedly. 

I don ' t  
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'ou might do i t  once, and, you know, i t  might get through. You 

Ire not going t o  do t h a t  rout ine ly .  And whi le t h a t  may be a 

Zoncern, I th ink  s t ructur ing the r u l e  l i k e  t h i s  a l ternat ive,  I 

nean, you are going t o  do away w i th  i t  obviously, I mean, 

ieople w i l l  j u s t  go t o  s i x .  And a l l  the reasons t h a t  we have 

stated f o r  going t o  the calendar year, annual calendar year are 

;till applicable. And I guess we would come t o  the conclusion 

i f  they are no longer va l id ,  I j u s t  don ' t  th ink  tha t  i s  t rue.  

I guess our biggest comment i s  t o  see, o r  a t  leas t  

lope t h a t  t h i s  w i l l  j u s t  remain neutral as f a r  as al low the 

Zhoice. 

3n option, and I don ' t  t h ink  someone should be penalized f o r  

going t h a t  d i rect ion.  But mindful,  we go through the audi t  

process, you have good auditors, there i s  a l o t  o f  scrut iny a t  

that l eve l .  So I t h ink  the Commission could probably be made 

comfortable w i th  keeping midcourse correct ions.  We have had 

I agree, maybe the choice t o  go t o  s i x  month should be 

I don ' t  r e a l l y  see t h a t  the ru le  since '84, or the order, and 

i t  has been abused. 

MR. BEASLEY: One addit iona 

Commission and the Supreme Court o f  F 

safeguard i s  t ha t  the 

or ida have indicated tha t  

fuel  adjustment i s  more or less l i k e  an in te r im th ing,  and the 

Commission can look back and make adjustments on prudency, so 

i t ' s  not l i k e  i t  i s  cast i n  concrete. 

MR. BOHRMANN: I understand. 

MR. PORTUONDO: I guess I would add tha t  we r e a l l y  
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haven't had enough time t o  see i f  the  annual period i s  t r u l y  

rJorki ng. 

unusual p r i c i n g  v o l a t i l i t y .  I t h i n k  s t a f f  needs t o  take a step 

back and al low t h i s  t o  run a l i t t l e  longer before coming t o  the 

conclusion t h a t  i t  i s  not working or  t h a t  every year we are 

going t o  be i n  a midcourse s i tua t ion .  

Unfortunately we imp1 emented i t  j u s t  before some 

MR. BOHRMANN: One question t h a t  I have i s  t h a t  

admittedly i t  i s  very d i f f i c u l t  t o  forecast short- term fue l  

prices anywhere from, you know, up t o  two years out i n t o  the 

future,  you know, f o r  a l l  i n ten ts  and purposes. Our short-term 

fuel  pr ices two years out i n t o  the  future,  I mean, i s  there a 

r e l i a b l e  source o f  information out there t h a t  u t i l i t i e s  can 

c a l l  upon t o  serve as an input  i n t o  t h e i r  factor  as opposed t o  

having a shorter t ime period o f ,  you know, i f  you a run a 

six-month factor  you would probably be under 15 months. 

MS. DUBIN: Todd, I t h i n k  i t  depends on the  amount o f  

v o l a t i l i t y  t h a t  i s  out there. 

t ha t  we saw, some o f  the spikes t h a t  we saw i n  fue l  pr ices 

occurred very quickly.  So it j u s t  r e a l l y  depends. You know, 

we have a s i t ua t i on  where we had a very, very v o l a t i l e  year and 

a h a l f  here. And p r i o r  t o  tha t ,  the  l a s t  ten  years, I th ink,  

were a whole l o t  easier t o  forecast. 

I mean, some o f  the v o l a t i l i t y  

I would l i k e  t o  ask one question, though, and I t h ink  

there may be confusion here on the f i r s t  a l te rna t ive  the way 

the t i t l e  reads. But i f  a u t i l i t y  was t o  go t o  s i x  months 
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there would s t i l l  be the midcourse correction? 

MR. BOHRMANN: Yes. If  the u t i l i t y  chose t o  be on 

the six-month recovery per iod the midcourse would s t i l l  be i n  

e f fec t .  

MR. PORTUONDO: Todd, could you explain that2, why i f  

the u t i 1  i t y  - - i f  you are saying tha t  t h e i r  a b i l i t y  t o  forecast 

i s  enhanced by being on a short s i x  month period2, why would 

they be allowed a midcourse correct ion when the 12-month period 

u t i  1 i t y  would not be a1 1 owed? 

MR. BOHRMANN: Primarily because there would be no 

correct ive measure a t  e i ther  the Commission's or the u t i l i t i e s '  

disposal between tha t  six-month per iod o f  time. I f  the u t i l i t y  

chose - -  i f  the u t i l i t y  chose t o  remain on the 12-month 

recovery period and the Commission approved it, tha t  would be 

done w i th  the knowledge t h a t  a six-month opt ion was out there, 

and both the u t i l i t y ,  a l l  the par t ies,  and the Commission 

agreed tha t  the 12-month opt ion was best f o r  t ha t  u t i l i t y .  

And, l i k e  I said, we d i d  not  want t o  g ive the 

perception tha t  a midcourse correct ion fo r  a 12-month u t i l i t y  

would serve as a subst i tu te  for a hearing, you know, on a 

six-month basis. We wanted t o  el iminate t h a t  perception t o  the 

pub1 i c. 

MR. PORTUONDO: But I guess I ' m  s t i l l  a l i t t l e  lost. 
If you are assuming tha t  a six-month u t i l i t y  i s  able t o  

forecast more precisely,  but  ye t  i t  s t i l l  experiences 
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v o l a t i l i t y  i n  fuel pr ices tha t  were not foreseen, how could you 

requi re an even higher hurdle f o r  the 12-month u t i l i t y ?  

MR. BOHRMANN: I understand tha t  comment. And we can 

take i t  under advisement, you know, whi le we are formulating 

the s t a f f  recommendation. 

MR. McNULTY: One o f  the th ings tha t  I might mention 

here i s  t ha t  there might be a dichotomy i n  the v o l a t i l i t y  tha t  

i s  experienced by d i f f e r e n t  u t i l i t i e s .  Some u t i l i t i e s  may have 

a much higher degree o f  v o l a t i l i t y  because o f  fuel  mix and a 

va r ie t y  o f  reasons. And f o r  those u t i l i t i e s ,  they may opt f o r  

a shorter period, a six-month period. And they may want and 

need a mechanism i n  place. And tha t  need and tha t  mechanism 

may not  be as important f o r  the u t i l i t i e s .  And I th ink  tha t  

maybe some o f  tha t  went i n t o  the th ink ing  behind i t  as well  as 

t o  2 you would allow a recovery period even w i th in  the 

six-month period but f o r  not f o r  a whole 12-month period. 

MR. CHILDS: Is i t  correct  t o  view the - -  i n  t h i s  

discussion about no midcourse correct ion under your f i r s t  

a1 te rna t ive ,  no midcourse correct ion for the 12-month period 

because there i s  a procedure i n  your second a l te rna t ive  t o  

address changes i f  you have an annual factor ,  and tha t  i s  where 

you came out as the way t o  address the change for the 12-month 

per i od . 
MR. BOHRMANN: The two a l ternat ives are mutually 

exclusive, a t  leas t  as they are designed r i g h t  here. But i n  
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the second a l te rna t ive  we have designed a way tha t  i f  a 

s ign i f i can t  t rue-up i s  b u i l t  up, t ha t  the Commission and the 

u t i l i t y  and the par t ies  i n  the docket can address tha t  and send 

the proper p r ice  signals t o  the customers i n  a faster  way than 

cur ren t ly  i t  i s  being done. But Cochran w i l l  speak more about 

the second a l te rna t ive  i n  a few moments. 

MR. CHILDS: Okay. What I ' m  t ry ing t o  understand i s  

I d i d  not see 2 they were r e a l l y  mutual ly exclusive, t h a t ' s  

where I had - -  I read i t  t o  say t h a t  the s t a f f ' s  view was i t  

was probably preferable w i th  a 12-month per iod t o  have changes, 

i f  necessary, addressed as i s  set out f o r  the second 

a l te rna t ive  i n  tha t  - - 

MR. BOHRMANN: Well, as these a l ternat ives were 

designed f o r  the purpose o f  t h i s  workshop they are mutual ly 

exclusive. This doesn't mean tha t  i n  a s t a f f  recommendation 

t h a t  some hybrid would not appear. But tha t  would be based 

upon discussions here a t  the workshop and i n  the del iberat ive 

process tha t  takes p l  ace when developing the s t a f f  

recommendation. 

MR. KEATING: And T would j u s t  add tha t  I th ink  the 

a1 ternat ives tha t  are i n  s t a f f ' s  memorandum were thrown out 

simply f o r  what we are doing now j u s t  for discussion purposes, 

and we aren ' t  wedded t o  any par t i cu la r  manner o f  doing t h i s .  

So, you know, based on what we have heard today, we w i l l  t h ink  

about i t  more. And I assume tha t  based upon what the par t ies  
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21  

r own 

MR. BEASLEY: Do you a l l  t h ink  tha t  e i ther  o f  these 

a1 ternat ives are be t te r  than the  status quo? 

MR. KEATING: I don' t  know t h a t  anybody - - I don' t 

have an opinion on i t . 

here does. 

t o  e i ther  a l ternat ive,  I th ink tha t  includes the status quo, 

but I w i l l  l e t  B i l l  or Todd say something d i f f e r e n t  i f  they 

have a d i  f ferent opi n i  on. 

But I ' m  not sure i f  anybody e l se  up 

I don' t  t h ink  t h a t  - - when we say we aren ' t  wedded 

MR. McNULTY: As we said a t  the outset o f  t h i s ,  we 

r e a l l y  don ' t .  We are here t o  gather the feedback and t o  look 

a t  a l l  o f  tha t  before making a determination, so we r e a l l y  do 

want t o  consider what you have t o  say today and i n  your 

post -workshop comments. And what you have a1 ready submitted 

has been, you know, very helpful .  I have, I guess, a question 

f o r  Flor ida Power and Light along the l i n e s  o f  switching from 

the status quo t o  a six-month or  semi-annual process. 

I kind o f  got from the comments tha t  you submitted 

tha t  i t  sounded p r e t t y  much l i k e  you were looking a t  t h i s  on 

balance saying, you know, there are  several things tha t  a re  

included i n  the previous order as the reasons f o r  going t o  a 

calendar year annual factor tha t  are s t i l l  v a l i d  and s t i l l  

important t o  pursue. 

p r i ce  v o l a t i l i t y ,  and we th ink t h a t  a six-month evidentiary 

But on balance, we have the issue o f  
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maybe some other u t i l i t i e s  are 

abi 1 i t y  o f  the midcourse 

correct ion too l  as a method t o  make the adjustments. 

2 do you feel  as though the midcourse correct ion too l  

i s  not  appropriate f o r  the u t i l i t y  a t  t h i s  t ime where t h i s  

switch should be made, you know, 2 and why i s  t h a t  t oo l  not 

appropri ate anymore? 

MS. DUBIN: Although I t h i n k  the midcourse 

corrections are appropriate, but  I t h i n k  i n  our s i t ua t i on  where 

we have s i g n i f i c a n t  fuel  costs, they run about between 2.5 

b i l l i o n  t o  almost $3 b i l l i o n  a year, so t h a t  our potent ia l  over 

and underrecoveries can be o f  very s i g n i f i c a n t  magnitude. And 

because o f  t ha t ,  we are th ink ing  t h a t  a six-month fue l  

adjustment would be be t te r  su i ted f o r  F lor ida Power and Light.  

O r i g i n a l l y  we had looked a t  t h i s  over the years. And when fuel  

costs were more stable, we had looked a t  t h i s .  And we had a 

l o t  o f  customers saying we wanted t o  be able t o  do our budgets 

f o r  the year. 

And a l o t  o f  customers l i k e  condo associations and 

small businesses, and even large businesses, they wanted t o  be 

able t o  be able t o  pro ject  what t h e i r  e l e c t r i c  charges were 

going t o  be f o r  the year. So tak ing  i n t o  account t h a t  desire 

among those customers, as well  as how stable prices had been 

for qu i te  awhile, t h a t ' s  2 we were supporting an annual f i l i n g .  

The other e f f i c i enc ies  t h a t  you gain by going t o  the 
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annual f i l i n g s  s t i l l  ex i s t .  I mean, being able t o  have data on 

a calendar basis the same way we repor t  t o  DOE and FERC i s  a 

great e f f i c i ency  for us. Now, i f  the  six-month factors  also 

fo l low t h a t  same - -  you know, there are two six-month periods, 

but they add up t o  a calendar, you s t i l l  gain some o f  t h a t  

e f f i c iency .  And also the b i l l  changes not three times a year, 

but twice a year. So you are a t  l e a s t  g iv ing  some customers 

what t h e i r  change i s  i n  January so t h a t  i t  only changes twice a 

year. 

So, there are th ings t h a t  the  six-month fue l  

adjustment on the January and Ju l y  fac to r  s t i l l  gain. But we 

j u s t  feel  l i k e  because o f  the po ten t ia l  magnitude o f  our over 

and underrecoveries, s i x  months would work be t te r  f o r  us. Not 

t o  say we th ink  the midcourse corrections also have worked well  

i n  the past. 

MR. KEATING: And I t h i n k  i n  your comments also you 

had indicated t h a t  even i f  we were on a six-month period, w i th  

the v o l a t i l i t y  t ha t  has been experienced the l a s t  couple o f  

years, t h a t  there s t i l l  could have been or would have been the 

need f o r  a midcourse correction. 

MS. DUBIN: Yes. 

MR. McNULTY: So the opinion i s  out there then tha t  

the fuel  p r i ce  v o l a t i l i t y  t ha t  has been experienced i n  the 

tha t  i t  i s  an 

p r i ce  

recent past w i l l  continue i n  the future,  and 

outlook. Basica l ly  your outlook i s  t h a t  fue 
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v o l a t i l i t y  - -  and I'm asking t h i s  as a question, not as your 

statement, as a question. 

v o l a t i l i t y  w i l l  continue i n  the future? Not the s h i f t .  I 

t h i n k  you also mentioned i n  your comments t h a t  there was a 

s h i f t  upward i n  cost, s p e c i f i c a l l y  f o r  natural gas. But 

outside o f  t ha t  s h i f t ,  t h a t  t ha t  v o l a t i l i t y  w i l l  remain tha t  

has been seen i n  the l a s t  few years. 

Is i t  your outlook t h a t  fuel  p r i ce  

MS. DUBIN: I'm not sure t h a t  we are pred ic t ing  any 

other spikes l i k e  we have been seeing, but  w i t h  fuel  there i s  

always the  p o s s i b i l i t y  o f  large f luctuat ions i n  fuel  pr ices.  

MR. CHILDS: But i t  i s  k ind  o f  a combination o f  

v o l a t i l i t y  and the high leve l  o f  the pr ices.  Because, you 

know, looking a t  i t  i f  the p r i ce  were much lower as so r t  o f  a 

base l e v e l ,  you know, the same so r t  o f  v o l a t i l i t y  wouldn't 

produce the same e f f e c t  on do l l a rs  for a change i n  the fuel  

adjustment factor.  And t h a t  i s  k ind  o f  what has happened i n  

the l a s t  year and a h a l f  i s  we went t o  a higher l eve l .  

MR. McNULTY: My other question was f o r  FPC and tha t  

was t o  the extent o f  what i s  your pos i t ion.  

i d e n t i f i e d  it, Javier, as being t h a t  you are okay w i t h  the 

status quo, but I'm not cer ta in  t h a t  t h a t  i s  the pos i t ion  o f  

the u t i l i t y .  

I t h i n k  1 

MR. PORTUONDO: Yes, I t h i n k  our pos i t i on  i s  t h a t  we 

are okay w i t h  the status quo. We would support s t a f f ' s  f i r s t  

a l t e rna t i ve  i f  we were able t o  s t r i k e  the preclusion from using 
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the midcourse correction. 

MS. DAVIS: I have a question. Your comment about 

staying on the 12-month factor  would be subject t o  Commission 

approval, do you foresee any standard t h a t  we would have t o  

meet t o  get the Commission approval? Would i t  be purely 

discret ionary? Is i t  subject t o  how many midcourse corrections 

you have asked f o r  recent ly,  o r  any comment on tha t?  

MR. BOHRMANN: I would t h i n k  t h a t  as we evaluated the 

u t i l i t y ' s  request t o  stay on the 12-month fac to r  t h a t  we would 

look a t  the v o l a t i l i t y  of the fuel  and purchased power costs 

t h a t  the u t i l i t y  has incurred, especia l ly  over the  pass two t o  

three years. And then have our analysis, you know, lead us i n  

whatever d i rec t i on  i t  does from t h a t  po int .  The number o f  

midcourse corrections would d e f i n i t e l y  p lay a fac to r  i n  

evaluating tha t  request 

MS. DAVIS: I f  you are considering t h a t  a l te rna t ive  

then you so r t  o f  need t o  know what the standard i s  going t o  be 

t o  make a determination about whether t h a t  i s  a v iab le 

a l t e rna t i ve  f o r  the company or not.  

MR. BOHRMANN: You know, based on how t h i s  

a l t e rna t i ve  i s  structured, i f ,  you know, the u t i l i t y  would make 

the decision, you know, can i t  - -  you know, can i t  be i n  a 

pos i t i on  where any true-up can be deferred t o  the next year 

without, you know, substantial - - without substantial harm. 

And i f  the  answer came back tha t  the p o s s i b i l i t y  f o r  true-ups 
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Mere too great, t h a t  a six-month recovery period would be the 

3etter a l ternat ive,  you know, tha t  would lead you t o  make the 

decision t o  go t o  the s i x  month. But i f  i t  came back tha t  the 

true-ups i n  the past have not been very large and they have 

not, you know, broken through the ten  percent ba r r i e r ,  and, you 

know, caused a midcourse correct ion t o  be requested, you know, 

the u t i l i t y  would probably make a decision t o  stay on the 

12-month factor.  

And we would look a t  t ha t  decision, you know, t o  

request a 12-month fac to r  as something w i th in  the u t i l i t y ' s  

discret ion,  and a decision tha t  i s  made given the opt ion o f  

going t o  the six-month factor .  So t h a t  i s  what we would look 

a t  i s  t ha t  i t  was w i th in  the u t i l i t y ' s  d isc re t ion  t o  stay on 
the 12 months and go from there. 

MR. KEATING: And j u s t  t o  make a note, t ha t  was 

something tha t  we asked you a l l  t o  respond t o  i n  the 

memorandum. That was a question tha t  we d i d  have was what 

c r i t e r i a  we should use. And i f  the par t ies  have any thoughts 

on tha t ,  we would l i k e  t o  hear them, too .  

MR. BEASLEY: Would you a l l  consider possibly a t h i r d  

a l te rna t ive  i n  l i g h t  o f  the recency o f  the adoption o f  the 

12-month recovery per iod and the aberrat ional nature o f  the 

l a s t  couple o f  years on fuel  v o l a t i l i t y  t o  keep - - t o  say, 

wel l ,  we w i l l  keep the status quo except f o r  anybody who wants 

t o  go t o  a six-month period? 
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MR. KEATING: I mean, I th ink  tha t  option i s  open as 

I th ink a l l  options are a t  t h i s  f a r  as we are concerned. 

po int  . 
MS. DUBIN: I j u s t  have one comment, too, about 

midcourse corrections I th ink you need t o  keep i n  mind. 

we have looked a t  the l a s t  number o f  years going back, and we 

have had j u s t  as many midcourse corrections t o  lower the b i l l  

as we have t o  increase the b i l l .  So I t h ink  t h a t  i s  something 

t o  keep i n  mind, t h a t  midcourse corrections work both ways. 

I know 

MR. KEATING: Yes. 

MR. VANDIVER: Do you a l l  foresee any problems i n  

the Commission's a b i l i t y  t o  monitor t h i s  w i th  the u t i l i t i e s  

ge t t ing  on d i f f e r e n t  schedules i n  terms o f  resources and 

keeping t rack o f  a l l  o f  i t  wi th  the u t i l i t i e s  get t ing on 

perhaps d i f f e ren t  cycles wi th  12 and six-month, and ge t t ing  on 

d i  f fe ren t  schedules and whatnot? 

MR. McNULTY: I don ' t  personally th ink  there would be 

as much d i f f i c u l t y  w i th  t h i s  format a t  t h i s  t ime, I ' m  open t o  

ideas on it, than there were p r i o r  t o  January 1, 1999 when we 

had three d i f f e r e n t  t ime frames during the year i n  which r a t e s  

changed. 

simpler than tha t .  

on s t a f f  and Commission resources. And we have a l o t  o f  s t u f f  

coming up i n  the next year wi th  ra te  cases pending and so 

d be some 

I would th ink  tha t  t h i s  would be, perhaps, a b i t  

But i t  would be an increase i n  requirements 

fo r th .  So f o r  a t  l e a s t  the next year there wou 
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strain, but  I can ' t  say a t  t h i s  t ime tha t  i t ' s  not something 

that would go beyond the resources o f  the Commission. 

MR. BOHRMANN: And I would also add tha t  tha t  i s  one 

I f  the reason2s why we suggested the f ive-year  minimum f o r  

staying on the 12-month recovery per iod so tha t  a l l  the par t ies  

and the Commission could have some idea o f  where t o  - -  you 

mow, how t o  plan t h e i r  resources and how t o  use them i n  the 

nost e f fec t i ve  way. 

And, f ina l ly ,  I would add t h a t  p r i o r  t o  January 1, 

1999, we had two u t i l i t i e s  - -  f o r  the  capacity clause we had 

two u t i l i t i e s  on a six-month factor  and two on a 12-month 

factor, and one on a 12-month GPIF, and I bel ieve three on a 

s ix  month GPIF.  So we have dea l t  w i th  d i f f e ren t  recovery 

periods i n  the past and i t  wasn't t h a t  large o f  a problem. 

MR. BEASLEY: Have you given any thought t o  a 

nine-month recovery period? 

(Laughter. ) 

MR. BOHRMANN: No, we haven't. 

MR. BADDERS: O r  a 15? 

MR. BOHRMANN: Are you making a suggestion? 

(Laughter. ) 

MR. BOHRMANN: Actual ly  we were th ink ing about a 

d a i l y  fac to r .  

MR. KEATING: Did M r .  McWhirter hear tha t?  I don ' t  

know i f  tha t  i s  consistent w i th  h i s  pos i t ion  o r  not, but  i t  
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~ o u l d  seem t o  be. 

MR. BOHRMANN: Is there any other feedback on the 

f i r s t  a l ternat ive? I w i l l  t u rn  i t  over t o  Cochran t o  summarize 

the second a l te rna t ive .  

MR. KEATING: S t a f f ' s  second a l te rna t ive  essent ia l l y  

would s t i c k  w i th  an annual calendar year recovery period, but 

instead o f  j u s t  approving one fac to r  t o  be recovered f o r  tha t  

year, we would approve essent ia l l y  a band based on high and low 

band forecasts o f  fue l ,  energy sales, and e f f i c ienc ies .  And I 

th ink  as the memo states, any other assumptions tha t  may be 

appropriate. 

What t h i  s a1 te rna t i  ve contempl ates i s tha t  any 

changes w i th in  the band, w i th in  the  high and low band, could be 

approved expedit iously. And I'm not  sure i f  i t  i s  - -  I can ' t  

remember i f  we used the term admin is t ra t ive ly  i n  here or  not, 

obviously an administrat ive approval would be j u s t  a s t a f f  

approval without going t o  the Commission. And i t  may be tha t  

rather than tha t  we would have an expedited Commission approval 

f o r  anything w i th in  tha t  approved band. And I would l i k e  t o  

hear some feedback from the par t ies  on whether or not they 

th ink  i f  the Commission had approved a band, any fu r ther  

Commi ssion approval o f  changes would be necessary. 

The other par t  o f  the a l te rna t ive  i s  t h a t  any 

midcourse corrections tha t  would go beyond the high and low 

bands would require an evident iary hearing before the 
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Commission. So essent ia l l y  i t  would be a l i t t l e  more - -  i t  

dould be a l i t t l e  more involved than the current midcourse 

correct ion procedures. 

o f  the benef i ts  o f  t h i s  a l te rna t ive  would include more t imely  

p r ice  signals f o r  changes w i th in  the band, smaller over and 

underrecoveries, shorter regul atory 1 ag f o r  changes made w i th in  

the band, and perhaps some more e f f i c i e n t  use o f  Commission and 

par t ies  resources 

So w i th  tha t  we f e l t  t ha t  perhaps some 

Some o f  the drawbacks tha t  we saw w i th  t h i s  option 

were perhaps greater p r i ce  uncertainty. For outside band 

changes, obviously you have a l i t t l e  b i t  longer regulatory 

review and perhaps less t ime ly  p r ice  signals. And the l a s t  

th ing  we have l i s t e d  i n  our memo i s  potent ia l  negative customer 

feedback. 

We put out a l i s t  of discussion questions on the 

second a l ternat ive.  T don ' t  bel ieve tha t  any o f  the par t ies  i n  

t h e i r  comments f i l e d  p r i o r  t o  the workshop had said anything i n  

support o f  t h i s  a l ternat ive.  

morning, we would be glad t o  hear them, o r  i f  you have any 

thoughts on what we have proposed i n  here, or  i f  you th ink  

perhaps there are some b i t s  and pieces o f  t h i s  a l te rna t ive  tha t  

could work well wi th  e i ther  what we are doing cur ren t ly  o r  what 

are was proposed i n  the f i r s t  a l te rna t ive .  

If you have any comments t h i s  

MR. BEASLEY: It looks t o  me l i k e  the high band and 

d be a surrogate f o r  the plus o r  minus low band a l te rna t ive  wou 
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ten  percent. And i f  so, how would we expect the Commission t o  

al low administrat ive approval when we have hearings f o r  

midcourse corrections w i t h  the ten percent standard? 

MR. KEATING: Let me make sure I fo l low the question, 

because i t  may be something t h a t  - -  the question t h a t  I had had 

as we came up w i th  t h i s  proposal, and t h a t  was, you know, how 

close w i  11 the high and 1 ow bands be t o  what has typ ica l  l y  been 

the ten  percent threshold f o r  requ i r ing  a u t i l i t y  t o  come i n  

and seek approval o f  a midcourse correct ion.  

And I suppose t h a t  i t  would al low f o r  some more 

f l e x i b i l i t y  before you got t o  the ten  percent. And I don ' t  

t h i n k  we viewed the ten  percent as a threshold you have t o  

cross t o  get a midcourse correct ion.  

t o  the  spec i f i c  language i n  the order approving the midcourse 

protect ion - - protection. Mr. McWhirter's 1 anguage i s  i n  my 

mind. - -  the midcourse correct ion procedures, i t  simply says 

t h a t  the ten  percent i s  the po in t  a t  which you n o t i f y  the 

Commission tha t  you expect over o r  underrecovery. 

I t h i n k  i f  you look back 

I suppose t h a t  t h i s  opt ion would give some more 

f l e x i b i l i t y  w i th in  t h a t  ten  percent so t h a t  factors  could move 

up and down and perhaps t h a t  would reduce some o f  the over or 

underrecovery before you got above the ten  percent, or  before 

you got t o  the high or low end o f  the band. 

MR. CHILDS: I had two questions on t h i s  as t o  how 

the band approach would work. F i r s t  o f  a l l ,  I thought what you 
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were t a l k i n g  about i s  t ha t  the band d i d n ' t  necessari ly have any 

connection t o  the ten percent, and tha t ,  f o r  instance, i f  you 

had a band presentation t o  the Commission which would be 

approved and i t  was a t  the leve l  o f ,  l e t ' s  say, seven percent 

above the midpoint, t ha t  i f  prices changed tha t  you - -  even up 

t o  ten percent, you could come i n  and use the band amount o f  

seven percent and p o t e n t i a l l y  s t i l l  have some impact t ha t  was 

not picked up w i th  a midcourse correct ion.  

But you could then pursue the next step, t ha t  i f  you 

sought t o  get the f u l l  amount o f  what you thought was the 

change, you would go through your a l ternate procedures, as 

wel l ,  which would be t o  go t o  a hearing for the change beyond 

the band. But t h a t  the change up t o  the amount represented by 

the band would be on an expedited basis, and t o  go beyond would 

be, as you are saying here, require the hearing. But they are 

not necessari ly mutual ly exclusive. 

MR. KEATING: I don' t  know i f  I had thought about i t  

t h a t  way, and I w i l l  defer t o  Todd or  B i l l  t o  see i f  they have 

any thoughts on tha t .  

MR. BOHRMANN: That i s  a correct  characterization. 

The high and low bands, there are no s t r i c t  correspondence t o  

the ten percent up o r  down. And a u t i  1 i t y  could, o r  any par ty  

could, you know, could choose t o  request a change w i th in  the 

band administrat ively.  But any change t h a t  was made outside o f  

the band would have t o  be made - - or any incremental change 
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outside the band would have t o  be made through an evident iary 

hearing. So you characterized the a1 te rna t ive  correct ly .  

MS. DAVIS: I have a fo l low-up question t o  tha t ,  

then. So you ant ic ipa te  the band would represent the worst 

case and the best case mand i t ' s  not necessari ly a percentage, 

i s  t h a t  what you ant ic ipate? 

MR. BOHRMANN: That i s  correct .  I n  your testimony 

you would f i l e ,  you know, a low band, you know, the middle, and 

the high band. And the  Commission would then - -  or the s t a f f  

would analyze both the  low and the high band on the same basis 

as we have i n  the past, you know, for the most l i k e l y  

conditions. And then the Commission would approve both the low 

band and the high band i n  addi t ion t o ,  you know, the middle 

fac to r .  

MS. DAVIS: And so t h a t  band could be more or  less 

than ten  percent. 

MR. BOHRMANN: That i s  correct .  

MS. DAVIS: Okay. 

MR. FLOYD: Todd, I had a question. I guess I shou 

have read t h i s  before. But what i f  we set some k ind o f  band, 

and I don ' t  know, you mentioned seven percent o r  whatever i t  

i s ,  and i t  goes - -  i t  i s  seven percent and they f i l e  f o r  some 

k ind  o f  s t a f f  administrat ive approval, and we fumble around 

w i t h  i t  l i k e  we do some things. 

say, we l l ,  yes, i t ' s  up t o  us, but  we don ' t  necessarily l i k e  

I mean, we look a t  i t  and we 

d 
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e know what we a re  going t o  do 

MR. BOHRMANN: I t ' s  important t o  keep i n  mind tha t  

the Commission would have already ru led tha t  the low and the 

high band factors were reasonable given the assumptions tha t  

were used as inputs t o  come t o  those - -  t o  come t o  those 

factors.  

MR. FLOYD: So we are not approving anything, then, 

i t ' s  k ind o f  an automatic. 

MR. BOHRMANN: Those low and high band factors have 

been preapproved i n  a sense. 

MR. FLOYD: Okay. I thought you meant s t a f f  would 

look a t  i t  and make some determination. But you are saying 

they would set some kind o f  band and you could automatically 

have a r a t e  increase. 

MR. BOHRMANN: Based upon the factors tha t  have 

already been approved by the Commission. 

MR. CHILDS: Well, you would, a t  l e a s t ,  I th ink ,  have 

t o  make some sort o f  a showing tha t  the - -  I am assuming, t ha t  

the costs are now raised s u f f i c i e n t l y  as t o  be - -  t ha t  i t  i s  

more appropriate t o  go w i th  the lower par t  o f  the band or the 

higher par t  o f  the band. 

MR. BOHRMANN: Yes. 

MR. CHILDS: You wouldn't j u s t  come i n  and say, we 

prefer the change. You would have t o  say, prices have gone up 
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o r  gone down or whatever. 

MR. BOHRMANN: Yes. 

MR. KEATING: I assume t h a t  there would be some l i m i t  

t o  the - - we l l ,  I guess t o  the number o f  changes, but I was 

th ink ing more along the l i n e s  o f  how often you would come i n .  

Perhaps i t  would be something t h a t  would be done monthly. 

not sure. 

purchased gas adjustment docket where there i s  a cap set and 

you can f l e x  down from the cap. And I ' m  not crysta l  c lear on 

how t h a t  works, but I have an understanding t h a t  we get the 

information from each u t i l i t y ,  I guess, on a monthly basis. 

You know, we are going t o  charge t h i s  factor f o r  t h i s  month. 

I ' m  

It has some s i m i l a r i t i e s  t o  what i s  done i n  the 

MR. CHILDS: Uh-huh. 

MS. JORDAN: Denise Jordan for Tampa E lec t r i c .  Just 

so t h a t  I ' m  c lear,  I guess I saw i t  a l i t t l e  b i t  more s ta t i c ,  

but  i t  sounded l i k e  you were making i t  a l i t t l e  b i t  more f l u i d .  

So, would you foresee the p o s s i b i l i t y  o f  having monthly fuel 

factors f o r  e l e c t r i c  based on w i t h i n  the band? 

MR. BOHRMANN: As t h i s  a l te rna t ive  i s  set  up i t  i s  

conceivable tha t  i f  a u t i l i t y  was t o  incur an underrecovery i n  

one month they could come i n  and make a change w i t h i n  the band. 

And then i f  they overrecovered the fol lowing month, it i s  

conceivable tha t  a par ty  could come i n  and request a change 

down also w i th in  the band. And t h a t  i s  one o f  the questions 

tha t  we had i n  our l i s t  o f  discussion questions i s ,  you know, 
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does the Commission have the author i ty  t o  l i m i t  the number o f  

w i th in  band midcourse corrections a par ty  may request during a 

calendar year. That i s  something tha t  we are going t o  have t o  

give more thought t o  about how we can prevent, you know, a 

month-to-month almost change i n  the factors,  a t  leas t  

conceivably as the a l te rna t ive  i s  set up. 

MS. JORDAN: Having said tha t ,  keeping i n  mind, you 

know, from the agenda conference where we had the midcourse and 

some o f  the Commissioners comments about p r i c e  s t a b i l i t y ,  I 

guess I'm going t o  take a step back now and say what i s  our 

ob ject ive here. Are we r e a l l y  redesigning o r  are we t r y i n g  t o  

address spec i f i c  issues tha t  were put before us e a r l i e r .  

Because t h a t  f l u i d  t o  me - -  I mean, I'm not opposed t o  tha t ,  

but  i t  w i l l  d e f i n i t e l y  increase the p r i ce  signals and what you 

are sending t o  the customer monthly i f  you d id  tha t .  

MR. KEATING: I mean, the downside i s  t ha t  you could 

have possibly greater changes, greater p r i ce  changes and more 

p r i c e  changes f o r  the customer, and tha t  is  - -  on the plus side 

you give customers be t te r  p r i ce  signals, and I'm not sure which 

way the - - 
MR. CHILDS: But you're not saying tha t  - -  I d i d n ' t  

read t h i s  t o  be tha t  the s t a f f  was saying t h a t  they thought 

t h a t  t h a t  should be done, but t ha t  they were open t o  comments 

as t o  whether the extent t o  which you might l i m i t  i t, e i ther  on 

the basis, I assume, o f  number o f  changes or c r i t e r i a  f o r  a 
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change. 
MR. KEATING: Right. 
MR. CHILDS: I mean, you might say, well, yes, 

theoretically i t  could go up t o  seven percent on a new forecast 
and then down t o  6.5, but you wouldn't  want t o  follow t h a t  kind 

o f  a change. 
MR. BOHRMANN: I t h i n k  t h a t  would run counter t o  w h a t  

the Commissioners had said a t  the March 6th and March 13th 

agendas, you know, t o  incur t h a t  much more administrative cost. 
MR. VANDIVER: And the citizens are not prepared t o  

support administrative approval o f  price increases on a monthly 

or quarterly basis. 
MR. BADDERS: I guess i f  we are looking a t  this back 

i n  '99 when the decision was made t o  go t o  an annual calendar 
recovery period, obviously some o f  the issues were regulatory 
costs, administrative costs. I f  we are coming up w i t h  dual 

bands, we are going t o  have issues on t h a t ,  you know, every six 

months or every year . You're changing the - - I mean, i f  you 

can come i n  on a month y basis and you changed the price, the 
customers are going t o  see that. 
industrial customers 1 king t h a t  t o  any degree, and residential 
customers probably aren't going t o  understand 2 i t  keeps 
changing. 

I can't imagine the 

MR. BOHRMANN : R i  ght 

MR. BADDERS: I t h i n k  when you look a t  the scale, 
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t h i s  i s  going the complete opposite d i rec t i on  o f  where we t r i e d  

t o  go a couple o f  years ago. And i f  we are j u s t  t ry ing t o  make 

some f i xes  as f a r  as midcourse correct ions and some p r i ce  

v o l a t i l i t y  for one or more u t i l i t i e s ,  I would hope we could get 

back a l i t t l e  more t o  what we have now and then t ry ing t o  tweak 

t h a t  t o  give some options t o  people who need some options. 

I mean, a t  the tab le  today there i s  three u t i l i t i e s  

who l i k e  the annual status quo, and one u t i l i t y  who has a need 

f o r  an option. And I'm not opposed t o  g i v ing  tha t  option, I 

And a few percent 

ars. So we would 

s i s  going the 

Commi ss i  on found 

was important when we went t o  what we thought was s ta tus  quo 

today. 

MR. PORTUONDO: If  you are trying t o  i d e n t i f y  a way 

t o  introduce an expedited correct ion versus a f u l l  evident iary 

hearing, couldn ' t  you j u s t  apply what you are proposing here t o  

the current midcourse correction? So i f  i t  i s  something w i t h i n  

the ten percent i t  could go through on an expedited basis, 

something s i g n i f i c a n t l y  above the ten  percent would require an 

evident iary hearing rather than making t h i s  so admin is t ra t ive ly  

burdensome and compl ex. 

MR. McNULTY: What's t o  say tha t ,  you know, you don ' t  

have two nine percent changes, something below a midcourse 
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correct ion tha t  fo l low each other w i th in  a few months o f  each 

other? You know, which essent ia l l y  would, you know, bust up 

the burden i n t o  two d i f f e ren t  buckets, ye t  sidestep an 

evi  dent i  ary proceedi ng i n  tha t  case. 

MR. PORTUONDO: It goes t o  the same issues t h a t  you 

are having t o  deal w i th  here, i s  how frequent ly w i l l  the 

u t i l i t y  be allowed t o  increase or  decrease i t s  rates w i th in  

tha t  band. 

MR. BOHRMANN: To address some o f  the comments tha t  

have been made, the purpose o f  t h i s  a l te rna t ive  was t o  

fac i  1 i t a t e  discussion about the idea o f  having a more - - f o r  

two reasons, number one, because of the  v o l a t i l i t y  i n  fue l  

pr ices tha t  we have seen over the past couple o f  years, we want 

the a b i l i t y  t o  examine tha t  fuel cost v o l a t i l i t y  i n  a more 

del iberate regular manner as would be provided i n  the fue l  

hearing, you know, each November. 

And then once we exami ned the  u t i  1 i t y  ' s assumptions 

about fue l  cost v o l a t i l i t y  and the Commission said tha t  these 

are reasonable lows and highs, then any - - you know, a change 

w i th in  those two numbers could be made on a more expeditious 

manner than what i s  cur ren t ly  being done r i g h t  now. And i t  i s  

a t  the pa r t i es '  opt ion t o  come i n  and request, you know, a 

change w i  t h i  n the band. 

If a u t i l i t y ,  you know, had a f i v e  percent 

underrecovery, it could choose f o r  the  reasons o f  maintaining a 
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stable p r i ce  t o  i t s  customers, could choose t o  defer t h a t  f i v e  

percent underrecovery t o  the f o l  lowing year, 1 i ke i t  has, you 

know, as i t  does r i g h t  now. And we a re  not exact ly,  you know, 

i n  terms o f  how the within-band change would be made, you know, 

whether i t  could be done administrat ively through s t a f f ,  o r  

whether the prehearing o f f i c e r  could make t h a t  change, o r  

whether we need t o  go t o  an agenda and get a panel o r  the f u l l  

Commission t o  approve the change, we are not qu i te  sure what 

the Commission's author i ty  i s  i n  t h a t  regard. And t h a t  i s  

something we are going t o  have t o  examine i n  more de ta i l  befor 

we go t o  agenda, you know, w i th  any so r t  o f  change t h a t  

contemplates something l i k e  t h i s .  

most recent comments . 
MR. CHILDS: One other question 1 wanted t o  ask about 

I hope I have addressed the 

t h i s  as t o  how i t  would work. I t h ink  there was some comment 

about the potent ia l  f o r  frequent changes and a comment which I 

don ' t  know how the gas clause works, I don' t  know a t  a l l ,  but I 

assumed t h a t  we would be doing i t  t h i s  way. 

r i g h t  now when you look a t  a ten percent factor ,  a ten percent 

change, I t h ink  what we're looking a t  i s  the r e a l i s t i c  

conclusion tha t  there i s  going t o  be a change f o r  the period o f  

a t  l eas t  ten percent. I don ' t  t h ink  you - -  and i f  you looked 

a t  your banded forecast, I'm assuming tha t  it i s  not t ha t  you 

would say, we l l ,  f o r  the l a s t  month, you know, we are o f f .  You 

would s t i l l  ask yourself the question where are we going t o  be 

I n  other words, 
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f o r  the period, and make i t  on the basis o f  the cumulative or 

per iod estimate as opposed t o  the shorter term. So, you know, 

I thought tha t  - -  I don' t  th ink  we have said t h i s  i s  what we 

want, but  I ' m  t r y i n g  t o  sor t  i t  out. 

would implement it, t h a t  you wouldn't  necessari ly have a l l  o f  

those frequent changes unless you had real  l y  substanti a1 

changes i n  fuel  costs because you would be looking a t  i t  over 

the whole period. 

I thought tha t  i s  how you 

I s  t h a t  r i g h t ?  

MR. BOHRMANN: You know, i t  would be a t  the par t ies '  

d isc re t ion  t o  request a change w i t h i n  the band. And one o f  the 

th ings t h a t  s t a f f  would be looking a t  during i t s  expeditious 

review i s  do the current numbers - -  do they represent a t rend 

and are they borne out f o r  the e n t i r e  per iod o f  time. 

a one-month anomaly, I t h ink  t h a t  i t  would be incumbent upon 

s t a f f  t o  recommend not al lowing t h a t  within-band forecast - - 
w i th in  band change t o  take place. I f  i t  was a one-month 

anomaly, i f  i t  was not supported by, you know, the whole 

per i od 

I f  i t  i s  

MR. CHILDS: And I ' m  t r y i n g  t o  go f o r  the - -  sor t  o f  

look a t  the whole per iod and say tha t  you would have t o  

conclude tha t  the cumulative change throughout the per iod was 

going t o  approach some s o r t  o f  a threshold i n  the f i r s t  

instance f o r  you t o  make a change. I mean, for instance, i f  

you had a band tha t  was seven percent higher was the top end o f  

the band above the midpoint, and i n  month four you had a 
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rev sed forecast t h a t  said you are going t o  be 4 4 2  percent 

o f f  your midband forecast, I'm assuming t h a t  wouldn't  meet the 

c r i t e r i a  f o r  a change i n  the period o f  your factor .  You j u s t  

wouldn't  do it. 

MR. BOHRMANN: As t h i s  a l t e rna t i ve  i s  w r i t t e n  out, 

you would be able t o  request - - 

MR. CHILDS: 

MR. BOHRMANN: You could request it. No, you could 

choose not t o ,  but  t h a t  would be w i t h i n  your d isc re t ion  under 

how t h i s  a l te rna t ive  i s  wr i t ten .  

I couldn ' t  request it. 

MR. CHILDS: Then I ' m  confused again. I am th ink ing  

t h a t  when you have t h i s  a l te rna t ive  and you ask what a react ion 

i s ,  i s  t h a t  you might say, wel l ,  t h a t  i s  the way the 

a l te rna t i ve  i s  now, bu t  t h a t  doesn't make sense t o  word i t  t h a t  

way, so we are going t o  change the a l te rna t i ve  somewhat, okay. 

MR. BOHRMANN: Uh-huh. 

MR. McNULTY: I thought t h a t  the a l te rna t ive  as i t  

was w r i t t e n  was bas i ca l l y  saying you have the opt ion t o  w i th in  

a band come i n  and change regardless o f  what your changes i n  

costs have been. And t h a t  only when i t  exceeds t h a t  band does 

an evident iary  hearing k i c k  i n .  But i t ' s  an adjustment t h a t  

takes place based upon the u t i l i t y ' s  d isc re t ion  o f  coming i n  

f o r  an adjustment. 

MR. CHILDS: And I guess 1 j u s t  never conceived o f  

t ha t .  I thought t h a t  i t  would be t h a t  you have a banded 
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forecast, you know, and i t  would say t h a t  here i s  our potent ia l  

f o r  fue l  change or fue l  costs during the period, and then a f t e r  

your sum experience you said, we1 1, i t  has happened. We are up 

coul dn 

t h i n k .  

bu t  - -  

there a t  the top end o f  our forecast and so we can go i n  and 

ask for a change. But not tha t  you could not experience a 

substantial change i n  fue l  costs and come i n  and ask fo r  a 

change t o  your factor  nevertheless. We j u s t  thought you 

wouldn't do tha t ,  you wouldn't l e t  anyone do t ha t .  

MR. KEATING: I ' m  not sure. 

MR. CHILDS: And tha t  you would w r i t e  i t  so we 

t. 

MR. KEATING: Yes, I'm not sure t h a t  we would. I 

odd said e a r l i e r  there would be have some showing. 

I mean, maybe i t ' s  w r i t t en  tha t  way, MR. CHILDS: 

MR. KEATING: 

understanding o f  the a 

Some showing o f  - -  t ha t  was my 

ternat ive,  was there would have t o  be 

some showing a t  leas t  t o  s t a f f  t ha t  there was a reason f o r  the 

change. 

MR. PORTUONDO: I guess along those l i nes ,  what would 

s t a f f  expect t o  see i n  such a request f o r  a change? 

MR. BOHRMANN: We would expect t o  see tha t  suppose 

you had requested a four percent change i n  your factor,  which 

was w i th in  your band. We would expect t o  see some information 

t o  suggest tha t  a t  the end o f  the period without any change i n  
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pates t h a t  you would have a four percent underrecovery. 

MR. PORTUONDO: How does t h a t  d i f f e r  from the current 

nidcourse correction? 

MR. BOHRMANN: It d i f f e r s  because under the current 

system, under the current system we are looking a t  a l l  t h i s  

fuel cost v o l a t i l i t y  almost from a f resh perspective. And 

rlhereas under t h i s  a l te rna t ive  we have already looked a t  - -  we 

have already looked a t  the fuel  cost  v o l a t i l i t y  t h a t  the 

u t i l i t y  th inks w i l l  be there f o r  the upcoming recovery period. 

4nd, you know, we are jus t  t ry ing t o  make - - you know, w i t h  

that  information t h a t  the u t i l i t y  would provide or  par ty  would 

provide, we are j u s t  t r y i n g  t o  make sure t h a t  the change i s  

j u s t i f i e d  based upon the facts  t h a t  e x i s t  a t  the u t i l i t y  a t  

that  time. 

MR. PORTUONDO: I s n ' t  t h a t  what you do now? Aren ' t  

you having t o  look a t  the new forecasted data t o  determine i t s  

correctness, i t s  prudency? I mean, I guess I ' m  a l i t t l e  

confused as what would you be doing d i f f e r e n t l y  w i th  the 

information t h a t  you get f o r  a request t o  change w i t h i n  the 

band tha t  you wouldn't be doing w i t h  a current request under 

the midcourse correct ion r u l e  or order? 

MR. KEATING: Are you asking what d i f f e r e n t  

information we would look a t  ra ther  - -  I mean, the only 

di f ference I see obviously i s  - - the procedural d i f ference i s  

the t h a t  way we are doing i t  now, we go t o  the Commission f o r  
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any change i n  the factor .  And under t h i s  a l te rna t ive  i f  i t  was 

w i th in  the forecast band tha t  was approved by the Commission a t  

the previous fuel hearing, then i t  wouldn't  go t o  the 

Commission. 

MR. BOHRMANN: You also have t o  keep i n  mind t h a t  the 

f l i p  side o f  t h i s  a l te rna t ive  i s  t h a t  i f  there i s  a change 

outside the band there would be a Commission hearing t o  examine 

the changing condit ions and t o  determine what the new ra te  

would be. That i s  the f l i p  side o f  tha t .  

MR. VANDIVER: Have you a l l  - -  

MR. PORTUONDO: I ' m  j u s t  s t i l l  a l i t t l e  l o s t .  I f  

s t a f f  f e l t  t h a t  i t  d i d n ' t  have enough information, given the 

magnitude o f  the correction, which would demonstrate even i n  

today's world tha t  i t  would be outside a band possibly, as they 

d i d  i n  the l a s t  midcourse you requested more data i n  order t o  

perform your analysis. So I don' t  see the d i s t i nc t i on .  

MR. McNULTY: I th ink  some consideration i s  t h a t  i f  

we know a l o t  o f  the basic informat ion about the v a r i a b i l i t y  o f  

fuel  costs tha t  are expected i n  the coming year, and we know 

t h a t  i n  November, and then a u t i l i t y  comes i n  for a correct ion 

w i th in  the band, we have already done a l o t  o f  our analysis. 

And as you know, these requests come t o  Commission s t a f f  w i th  

general ly very l i t t l e  time i n  which t o  do our analysis and t o  

put together a recommendation. Th is  allows us t o  have k ind o f  

l i k e  preanalyzed the s i tua t ion  t o  a cer ta in  extent so t h a t  
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s t a f f  w i l l  have the a b i l i t y  t o  process the request i n  a more 

t ime ly  fashion and w i th  having already had some o f  t ha t  

analysis taken care o f .  That i s  a t  leas t  one aspect o f ,  I 

th ink ,  t h a t  a l ternat ive.  

MR. CHILDS: There i s  maybe one other dif ference. 

Keep in mind, I th ink ,  t ha t  as Kory sa id t h a t  the changes have 

been both up and down. And over the years from when the 

Commission f i r s t  addressed t h i s  idea o f  midcourse correction, 

the idea o f  u t i l i t i e s  t e l l i n g  the  Commission was so tha t  the 

u t i l i t i e s  would t e l l  the Commission o f  the change and not avoid 

a midcourse correction. 

And a t  one time when we had the s i x  month clause the 

question was, well  , you know, i f  we have a change but  i t  occurs 

towards the end o f  the six-month period, then there i s  a 

concern about whether i t ' s  worth i t  t o  t r y  t o  implement i t  or 

whether you r e a l l y  can implement it. 

And when the changes were implemented, one o f  the 

mot ivat ing factors was the avoidance o f  the i n te res t  on the 

clause charges tha t  would car ry  over t o  the next period. So, 

although the  Commission s t a f f  and the Commission had the - -  
wanted t o  look a t  information, they d i d n ' t  t r e a t  i t  as though 

i t  was a brand new fuel adjustment proceeding tha t  you star ted 

a l l  over i n  the middle o f  the term. 

So, I mean, I th ink  there i s  a question as t o  how you 

implement it, but 1 bel ieve t h a t  from the beginning there was a 
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prac t i  cal i t y  concern about not 1 e t t i  ng the c l  ause factor  get 

too f a r  out o f  hand and not making i t  so d i f f i c u l t  f o r  there t o  

be a change tha t  when you had substantial v o l a t i l i t y  you s t i l l  

cou ldn ' t  do anything about it. So tha t  i s  what I read your 

band, as being a way t o  say i s  i t  possible t o  address i t  so 

tha t  there i s  some sa t is fac t ion  about the r e l i a b i l i t y  o f  

numbers . 
MR. VANDIVER: Would there be a p roh ib i t i on  on 

stacking or coming i n  and - - say i f  you came i n  i n  January w i th  

four percent, coming i n  May wi th  a seven percent, would you 

l i m i t  the number o f  these-- 

MR. BOHRMANN: As t h i s  a l te rna t ive  i s  wr i t ten ,  a 

par ty  could request a change w i t h i n  the band. 

the band would not s h i f t  up or down wi th  each change. 

It would not - - 

MR. VANDIVER: How many band changes can you request? 

MR. McNULTY: . he band i s n ' t  changing f o r  the year. 

So i f  the  band gives you a seven percent leeway up and you come 

i n  f o r  four percent and then you want t o  come i n  f o r  another 

four percent, t ha t  i s  e ight  percent. 

MR. VANDIVER: And another four percent. 

MR. McNULTY: Well, t h a t ' s  what I'm saying, t ha t  

second four percent would k i ck  you i n t o  an evident iary hearing 

because then you are above the o r ig ina l  band t h a t  was set for  

the year. 

MR. VANDIVER: Okay. 



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 

48 

MR. KEATING: And, Rob, I t h ink  tha t  was one o f  the 

questions we s t i l l  had i f  we d id  go w i th  an approach l i k e  t h i s ,  

low many times, how o f ten  could something l i k e  t h i s  or should 

something l i k e  t h i s  be approved. Are there any other comments 

3 r  thoughts on the second a l ternat ive? I guess the fac t  t ha t  

t h i s  was the second a l te rna t ive  instead o f  the  f i r s t  r e a l l y  

neant something t h i s  time. 

MR. McNULTY: That 's 2 we gave i t  t o  you, Cochran. 

MR. KEATING: Thank you. 

MR. BOHRMANN: Next on our - - 

MR. KEATING: Le t ' s  go ahead and take j u s t  a 

ten-minute break. I don ' t  th ink  we have too  much more t o  go 

through. We have on our agenda presentation i n  the a l te rna t ive  

proposals, the only one we received was from Flor ida Public 

J t i l i t i e s  Company, who I don ' t  bel ieve i s  represented here 

today. And then I would l i k e  t o  discuss b r i e f l y  procedural 

nat ters going forward from here. So 1 th ink  i f  we took a short 

break we could s t i l l  be out o f  here eas i l y  before noon, well  

before noon. 
(Recess 1 

MR. KEATING: Okay. Le t ' s  get s ta r ted  again. A l l  

tha t  we have l e f t  on our agenda i s  discussion o f  any 

a l te rna t ive  proposals and any comments and feedback on 

a1 te rna t ive  proposal s and procedural matters. As I said before 

the break, the only a l te rna t ive  proposal we received i s  from 
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Flor ida Public U t i l i t i e s  Company, and I don ' t  bel ieve tha t  they 

are here today. That proposal, and i f  you l i k e d  a l te rna t ive  

two - - anyone? Anyone? - - you might 1 i ke t h i s  one, too. I t  

was t o  implement a cap s imi la r  t o  what i s  done i n  the purchased 

gas adjustment docket. 

And a l l  I can t e l l  you about what i s  done i n  tha t  

docket and what they have set f o r t h  here i s  t ha t  the maximum 

fac tor  i s  set and the gas companies can f l e x  down from that 

ra te  as the gas market f luctuates throughout the year. But 

they can ' t  go over t h a t  cap without seeking a midcourse 

correct ion.  And I bel ieve tha t  t ha t  i s  j u s t  - -  wel l ,  I know 

tha t  i t  i s  not something tha t  i s  approved by the Commission 

when they move underneath the cap. 

t o  s t a f f  and I ' m  not  sure even i f  administrat ive approval i s  

given or  exact ly how tha t  works. 

I t ' s  something tha t  i s  sent 

But tha t  i s  sor t  o f  the g i s t  o f  F lor ida Public 

U t i l i t i e s  proposed a l ternat ive.  And I don ' t  know i f  anybody 

wants t o  make any comments on tha t  a t  t h i s  t ime or i f  you would 

l i k e  t o  go forward. Okay. 

Before we get t o  any procedural matters, I bel ieve 

Mr. McNulty would l i k e  t o  f l o a t  another idea based on some o f  

the comments and feedback we received t h i s  morning. 

MR. McNULTY: I t ' s  j u s t  a rea l  simple change t o  what 

i s  a l te rna t ive  one. As regards F lor ida Power and L igh t ' s  

desire t o  go t o  a s i x  month, i f  we were t o  have a semi-annual 
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hearing process set up, and sometimes going t o  tha t  Ju ly  fac to r  

may not be necessary i f  there i s n ' t  v o l a t i l i t y  t ha t  would be 

experienced by the u t i l i t y .  And perhaps you would know by 

March o f  each year whether or not you have experienced the 

leve l  o f  v o l a t i l i t y  t ha t  i s  unacceptable and need t o  do 

something about. 

By the same token, the Commission s t a f f  i n  monitoring 

the A schedules can look and see what tha t  v o l a t i l i t y  i s ,  as 

well ,  a t  leas t  as has been experienced up t o  tha t  po int  i n  

time. It may not know what forecast - -  new forecasts may be o f  

things t h a t  are changing i n  the fuel  arena spec i f i ca l l y .  But 

i f ,  in f a c t ,  you know, i f  i n  March i t  d i d  not appear as though 

there i s  a looming change, material change i n  what the fuel  

factor  should be, maybe we could address some level  o f  

op t i ona l i t y  i n  pursuing tha t  hearing i n  the middle o f  the year. 

And t h i s  i s  j u s t  something tha t  k ind o f  occurred t o  

me while we were t a l k i n g  during the l a s t  session. We discussed 

i t  a l i t t l e  b i t ,  so i t ' s  j u s t  k ind o f  a new idea, but we d i d n ' t  

know i f  maybe you had considered t h a t  yourselves and how you 

might th ink  about t h a t  and other par t ies  might th ink  about 

tha t  

MR. BEASLEY: This would be the other par t ies  

remaining status quo? 

MI?. McNULTY: Your a1 te rna t ive  proposal, proposal 

dering tha t  option. three, yes, would be considered i n  cons 
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And t h a t ' s  not t o  say t h a t  i t  couldn ' t  be exercised, we 

couldn ' t  look a t  exercising i t  f o r  everyone where everyone 

would have the option o f  proceeding t o  a mid-year hearing i f  

they so f e l t ,  or i f  the Commission s t a f f  - -  I th ink  i t  would 

have t o  be both ways, I would th ink ,  t ha t  the Commission s t a f f  

would be able t o  - -  
MR. KEATING: And I t h ink  t o  p u l l  something l i k e  tha t  

o f f ,  l i k e  B i l l  said, I th ink  we would need t o  be n o t i f i e d  i f  

the options could be exercised ea r l y  enough where we can set up 

time f o r  a hearing process somewhere i n  the time t h a t  we 

cur ren t ly  have for the November hearing, say for a hearing i n  

May. And perhaps we would go ahead and reserve a hearing date 

each year under t h a t  a1 ternat ive.  

So we would probably be looking a t  some s o r t  o f  

n o t i f i c a t i o n  i n  l a t e  February, e a r l y  March. And t h a t  i s ,  you 

know, roughly about s i x  months from when the pro ject ion 

testimony i s  f i l e d  f o r  the November hearing. So, i t  so r t  o f  - -  

so i t  would be based on the u t i l i t y ' s  knowledge roughly every 

s i x  months. 

MR. VANDIVER: Would you a l l  set a firm date every 

year a t  which time the u t i l i t i e s  would have t o  e lec t  t o  p u l l  

the t r i gge r  as t o  make the e lec t ion  f o r  the May hearing? 

MR. KEATING: I th ink  we would have to .  

MR. McNULTY: And the f i v e  reasons f o r  going t o  

calendar year and annual hearing, one o f  them was 
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administrat ive e f f i c iency .  

i n  there, a t  leas t  i t  gets back some o f  t ha t  f o r  those years 

where an adjustment i s n ' t  necessary. Then we are not having a 

hearing j u s t  t o  f i n d  out t ha t  the  fac to r  i s n ' t  changing. 

I f  we put the op t i ona l i t y  feature 

MR. KEATING: And hopeful ly - -  
MR. FLOYD: You d e f i n i t e l y  would have a hearing 

annual ly .  

MR. KEATING: Yes. Everyone would have t h e i r  

November hearing . 
MR. FLOYD: And you may have a b r i e f  one o r  a b r i e fe r  

one semi annual 1 y. 

MR. McNULTY: Well, one f o r  FPL or  other u t i l i t i e s  i f  

they e i the r  p e t i t i o n  for a hearing, I guess i n  March o r  

whatever date i s  set up, or i f  the Commission s t a f f  brings a 

recommendation t o  the Commissioners which i s  approved for 
br ing ing a par t i cu la r  u t i l i t y  t o  a hearing. 

MR. KEATING: And I t h ink  - -  and B i l l  can correct  me 

i f  I'm wrong - -  I th ink  the a l te rna t ive  tha t  has been f loated 

would s t i l l  include an opt ion f o r  a midcourse correction, and 

hopefu l ly  w i th  the option o f  a hearing every s ix  months. 

you got past, say, March l s t ,  i f  tha t  was the t r i gge r  date, and 

you got a couple o f  months fu r ther  i n t o  the year and saw tha t  

there may be a need f o r  a midcourse correct ion,  hopeful ly tha t  

midcourse correct ion wouldn't be as large as i t  otherwise would 

have been without tha t .  

I f  

I f  you had seen something large 
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i e r  i n  the year. 

s what I had i n  mind. There i s  

also - -  I mean, again, I t h ink  some o f  the comments were maybe 

i t ' s  time fo r  a six-month hearing. 

Commissioners maybe was generic. And whether or not t ha t  

should be applied t o  a l l  u t i l i t i e s  o r  not i s  something tha t  we 

have t o  analyze, and I would th ink  would make good material f o r  

comment and post-workshop comments i s  t o  say, t o  r e a l l y  k ind o f  

explain i f  you th ink  f o r  your pa r t i cu la r  u t i l i t y  t ha t  the 

six-month hearing i s  not appropriate, t o  r e a l l y  give your best 

defense on tha t .  

I th ink  t h a t  comment by the 

MR. VANDIVER: 1 th ink  I w i l l  go ahead and ra ise i t  

now. Would the option be so le ly  w i th  the u t i l i t y ,  or  would i t  

be for any party? For example, i f  the u t i l i t i e s  d i d  not 

bel ieve i t  appropriate t o  come i n ,  but  i f  FIPUG, s t a f f ,  o r  the 

Pub1 i c  Counsel were t o  say we bel ieve i t  appropriate f o r  - - 
MR. McNULTY: I would th ink  tha t  anybody could come 

i n  and make tha t  request t ha t  i s  a par ty  t o  the docket, and 

then I would assume tha t ,  again, i t ' s  ge t t ing  i n t o  procedural, 

so I would check t h i s  w i th  Cochran, but b r ing  a PAA t h a t  would 

say i s  i t  appropriate t o  b r ing  t h i s  t o  - -  

MR. VANDIVER: Yea o r  nay. 

MR. McNULTY: Yes. 

MR. KEATING: And there may be some s i m i l a r i t y  wi th  

the current midcourse correct ion procedures where i n  tha t  case 
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once we are no t i f i ed ,  and I ' m  t ry ing t o  remember, I don ' t  have 

tha t  order w i th  me, but  there i s  some language i n  the order 

tha t  allows any par ty ,  I believe, t o  request a hearing. And 

I ' m  not  sure i f  tha t  i s  a f te r  the po in t  where the u t i 1  i t y  has 

n o t i f i e d  the Commission tha t  they have reached tha t  ten  percent 

threshold and whether o r  not they th ink  they need a correct ion 

or not,  o r  i f  tha t  i s  - -  o r  i f  tha t  i s  a t  any other time. 

be l ieve i t  i s  a f te r  the  point  tha t  the u t i l i t y  provides 

no t i f i ca t i on ,  the u t i l i t y  decides they don ' t  need a midcourse 

correct ion.  I bel ieve the par ty  has the  opt ion o f  requesting a 

hearing. But t ha t  i s  something tha t  we would have t o  th ink  

about more and th ink  about the de ta i l s  o f .  

I 

MR. McNULTY: FPL. 

MS. DUBIN: Then l e t  me j u s t  make sure I understand 

t h i s .  You would set  a factor,  f o r  example, a t  the November 

hearing f o r  the year. And then in March o r  so you would come 

i n  and say we would l i k e  t o  have a hearing, and make a f i l i n g  

and have a hearing i n  May f o r  a possible change Ju ly  through 

December. 

i t ' s  j u s t  l i k e  an estimated actual t rue-up or something l i k e  

tha t ,  midstream? 

So tha t  you have the opt ion t o  have a s i x  month, 

MR. BOHRMANN: Just my f i r s t  thought about i t  i s  tha t  

the u t i l i t i e s  would do exact ly what they have been doing now i n  

preparation o f  the November hearing. They would f i l e  a l l  t h e i r  

E schedules fo r  a l l  12 months o f  the year, and then i f  the 
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u t i 1  i t y  - - i f  the u t i l i t y  got t o  March 1s t  and said these rates 

no longer r e f l e c t ,  you know, costs t o  such an extent tha t  we 

need a change i n  our ra tes e f fec t i ve  Ju ly  1, then you would 

f i l e  E schedules f o r  Ju ly  through December. And then there 

would be a hearing about May 20th t o  set  the factor  f o r  Ju ly  1 

through December 31st. I f  you decided tha t  you could l i v e  w i th  

the fac to r  f o r  the r e s t  o f  the year, then you would do nothing. 

MR. BEASLEY: What i f  you get t o  August o r  Ju ly  o r  

June? 

MR. BOHRMANN: You would s t i l l  have a midcourse a t  

your d i  scret  i on. 

MR. McNULTY: I guess what t h i s  would r e a l l y  

h igh l igh t  i f  we went w i th  something l i k e  tha t ,  you know, peop 

would say, wel l ,  what i s  the d i f ference between a midcourse 

and - -  
MR. FLOYD: That's what I was going t o  ask. 

e 

MR. McNULTY: And, I mean, t h a t  i s  the obvious issue 

tha t  would a r ise  there. And I t h ink  tha t ,  you know, we l l ,  FPL, 

you are a proponent o f  the s i x  month, and I guess tha t  may be 

p a r t l y  because i t  has a greater leve l  o f  analysis and, 

therefore, s t a f f  and the Commission i s  more behind the u l t imate 

decision, there i s n ' t  the discussion tha t  says the prudency o f  

t h i s  w i l l  be reviewed i n  s i x  t o  nine months. There i s  more 

support from the Commission behind tha t  k ind  o f  decision. And 

I would assume tha t  t ha t  i s  o f  some value, but I w i l l  leave i t  
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t o  you t o  comment on tha t .  

MR. KEATING: And I would add, I th ink  tha t  would 

address some o f  the  concern tha t  the  Commissioners had, which I 

read from t h e i r  comments t o  be a concern w i th  what we see i n  

the l a s t  couple o f  years w i th  midcourse corrections where we 

d i d n ' t  have an ev ident iary  hearing. And I'm sure tha t  the 

magnitude o f  those midcourse correct ions had something t o  do 

wi th  t h e i r  concern, but tha t  they would be more comfortable 

wi th  doi ng i t  i n an evi  dent i  ary proceedi ng . 
MR. FLOYD: Could I ask Kory or M a t t  one, maybe M a t t ,  

i s  i t  t rue  tha t  a u t i l i t y  can p e t i t i o n  f o r  a midcourse 

correct ion a t  any time regardless o f  how much - -  how f a r  o f f  

the project ions are? I n  other words, i t  doesn't have t o  be 

over ten percent as I understand. And, Cochran, maybe you 

know, or one o f  the lawyers here, i f  i t  were e ight  percent and 

you f e l t  l i k e  tha t  was the best t h ing  t o  do for your 

ratepayers, you could come i n  and p e t i t i o n  t o  have a change, 

r i g h t ,  but  you are required t o  l e t  us know i f  i t  i s  more than 

ten percent. Is t ha t  the status o f  th ings or not? 

MR. CHILDS: That i s  what I understand. Plus, I 

mean, when i t  was f i r s t  discussed there was a recogni t ion tha t  

you may f i n d  out t h a t  i t  i s  ten  percent w i th  a six-month 

clause. You may f i n d  tha t  out i n  month four. So you may be i n  

the s i t ua t i on  where techn ica l l y  you have a var ia t ion,  but 

you're probably not going t o  do much about it. 
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MR. FLOYD: Right. So what I was wondering - -  

MR. CHILDS: People d i d n ' t  do it. The po in t  was tha t  

I th ink  t h a t  the ten percent was considered as somewhat o f  a 

threshold. 

wasn't two percent. 

It d i d n ' t  have t o  be ten percent, but i t  sure 

MR. FLOYD: Right. 

MR. CHILDS: You d i d n ' t  come i n  w i th  a two percent 

change and ask f o r  a change i n  the factor .  

MR. FLOYD: Well, what I was wondering 2 i s  why 

doesn't  the annual - -  the status quo give you the f l e x i b i l i t y  

t ha t  you need now. In other words, you can come i n  i f  you see 

things are ge t t ing  out o f  1 i ne  and without having t o  have a - - 
MR. CHILDS: I t h ink  we would l i k e  t o  t h ink  through 

tha t  a l i t t l e  more and comment on it. One o f  the th ings t h a t  

i s  so r t  o f  a personal react ion was tha t ,  wel l ,  I t h ink  there i s  

p o t e n t i a l l y  some benef i t  knowing t h a t  you are on - -  f i r s t  o f  

a l l ,  you are going t o  be forecast ing f o r  a year and then you 

are  going t o  be t r y i n g  t o  monitor and have been some so r t  o f  a 

procedure i n  place tha t  you are go-ing have t o  make an elect ion,  

and i f  so, go forward w i th  it. 

You know, one o f  the th ings tha t  i s  a p rac t ica l  

problem i s  t ha t  when you f i l e  f o r  midcourse there i s  the 

question o f  how much, you know, how much time do we have i n  

pu t t i ng  the data together, and how much cer ta in ty  do we have t o  

have, and, gee, i f  we w a i t  another week t o  be sure about t h i s ,  
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tha t ,  or t he  other th ing.  And so i t  s t r i kes  me t h a t  there i s  

some benef i t  o f  having a schedule tha t  t e l l s  you what you can 

1 ook to .  

MS. DUBTN: Also n o t i f i c a t i o n  t o  customers, those 

types o f  things. 

MR. CHILDS: But my thought was i t  was a helpful  

suggestion, and we would l i k e  t o  k ick  i t  around and ce r ta in l y  

w i l l  comment on it. 

MR. KEATING: The option tha t  was j u s t  brought up? 

MR. CHILDS: Right. 

MR. KEATING: And I don' t  won't t o  cut  o f f  any 

discussion on tha t  option before we went forward, so I would 

ask i f  anybody else had any other comments t o  make on tha t  or 
i f  you would' j u s t  address i t  since i t  has j u s t  come up today, 

i f  you would j u s t  l i k e  t o  address it i n  any post-workshop 

comments tha t  you might f i l e ?  Well ,  I guess we are on t o  

the - -  ge t t ing  t o  the end. 
On the procedural mat ters ,  i n  our May 25th 

memorandum, I th ink i t ' s  a t  the bottom o f  the f r o n t  page, we 

said t h a t  we intend t o  f i l e  a recommendation in the fuel docket 

regarding changes, i f  any, t ha t  come out o f  t h i s  workshop. 

What we would l i k e  t o  do i s  once we get post-workshop comments, 

and t h i s  i s  a tentat ive schedule a t  t h i s  po int ,  would be t o  t ry  

t o  get t o  the August 14th agenda f o r  a PAA decision. 

Perhaps between now and then we can - - perhaps there 
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w i l l  be some agreement on a way t o  go forward, and we could 

present i t  as such. But what I would l i k e  t o  t r y  t o  do i s  t o  

have the mat te r  resolved a t  leas t  as proposed agency act ion i n  

time so tha t  any protest  o f  what the Commission might approve 

could be addressed i n  the November fue l  hearing. 

Now, t o  do tha t ,  I rea l i ze  we would have t o  get t o  

get any order out f a i r l y  quick ly  a f t e r  the October 14th agenda 

t o  al low 21 days t o  run f o r  a protest  and t o  allow, i f  there i s  

a protest ,  a t  leas t  a couple o f  weeks f o r  the par t ies  t o  

address i t  i n  t h e i r  September 20th testimony, i f  they wish t o  

address it. So i t  i s  a l i t t l e  more aggressive schedule than I 

t h ink  we o r i g i n a l l y  thought when we put our in tent ions i n  t h i s  

memorandum o f  having the protest  heard dur ing the fuel  hearing 

t h i s  November, and i t  i s  s t i l l  ten ta t i ve .  That i s  how we would 

l i k e  t o  t r y  t o  go forward, though. 

any other thoughts on t ha t  process. 

I don' t  know i f  there i s  

MR. CHILDS: You have the 8/14 agenda, which means 

you need our comments before - -  
MR. KEATING: I bel ieve we have asked f o r  comments 

by - -  post-workshop comments by Ju ly  13th. So we would be 

f i l  i ng a recommendation on August 2nd, I bel ieve. 

there i s  an agenda the week before which would give us a l i t t l e  

more time on the t a i l  end, but I don' t  know tha t  we - -  a f t e r  

reviewing the various vacation schedules f o r  some o f  the fo lks  

s i t t i n g  3 here, August 14th may be as aggressive as we can be 

1 bel ieve 
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hopeful f o r .  But i f  we can, obviously we would t r y  t o  get 

something on an  e a r l i e r  agenda. 

Well, w i th  t h a t  I guess we can close. 1 would ask 

s t a f f ,  B i l l  and Todd, i f  they have any other comments, or the 

par t ies  i f  they have any other comments? Okay. And I w i l l  

take the opportunity t h a t  I may never get t o  take again t o  bang 

the  gavel and adjourn the workshop. 

(The heari ng concl uded a t  11 : 30 a.m. 1 
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heard a t  the t ime and place herein stated. 

I T  IS FURTHER CERTIFIED t h a t  I stenogra h i c a l l y  
reported the sa id proceedings; t h a t  t he  same has E een 

t ranscr ip t  const i tu tes a t r u e  €) ranscr ip t ion  o f  my notes o f  sa id  
transcribed under my d i r e c t  su erv is ion ;  and t h a t  t h i s  

proceedings. 

I FURTHER CERTIFY t h a t  I am not a r e l a t i v e ,  employee, 
at torney o r  counsel o f  any o f  the par t ies ,  nor am I a r e l a t i v e  

3 r  employee o f  any o f  the  pa r t i es '  at torney or counsel 
connected w i t h  the  action, nor am I f i n a n c i a l l y  in terested i n  
the act ion.  

DATED THIS 5 t h  day o f  July,  2000. 

Chief, Bureau o f  Re o r t i n g  
FPSC D i  v i  s i  o v i o f  Recor 8 s and Reporting 

(850) 413 - 6732 


