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1082-200

To the Members of the Financial Accounting Standards Board:
The Mississippi Public Service Commission (Commission) has
"exclusive original jurisdiction" over Mississippi Power
Company's (MPC) electric business and property in the State
of Mississippi. MPC is an electric public utility serving
approximately 190,000 retail customers in 23 counties in
southeast Mississippi.
This Commission is charged with
assuring that their rates and charges for services are just
and reasonable, that service rendered is reasonably
adequate, and that any facilities, including generating
facilities, constructed or acquired are required for the
convenience and necessity of the public.
We have been extremely interested in the Board's project
concerning transactions with Special Purpose Entities (SPE)
and would like for you to consider our comments on that
project.
Our interest stems from the probable effect the
project will have on decisions we have made after
considerable inquiry and deliberation, seeking to determine
that the best interest of Mississippi's electric consumers
is served.
Approximately four years ago, this Commission granted to MPC
a Certificate of Public Convenience and Necessity
authorizing construction of over 1,000 megawatts of
generating capacity.
We decided that the Company's entering

into a leasing arrangement with an independent entity to
finance the construction was in the best interest of MPC and
its customers. We then ordered that MPC proceed with this
method of financing the new generation. This decision was
reached after in-depth consideration of all of the facts and
consequences of the plant and its financing alternatives.
In December 2001, we concluded a detailed rate case to
review the impact of the generating plant on the retail
customers of MPC and to consider allowing MPC to include the
lease and other appropriate expenses in its customers'
rates.
The costs to be included in these rates incorporates
the costs and benefits of the lease arrangement.
During
this rate-making process, the benefit of this lease
arrangement to MPC's ratepayers was again reviewed in detail
by the Mississippi Public Utilities Staff as well as various
intervenors.

The savings to MPC ratepayers resulting from

this lease was a key consideration in our decision to
include these costs in rates.
In the 1980s, this Commission was the first state commission
in the nation to adopt performance-based ratemaking for
electric utilities.
Those rate plans, as well as other
steps we have taken, have encouraged the utilities under our
jurisdiction to be cost-conscious and to search aggressively
for means to reduce costs and improve service. This
requires a partnership to help solve customers' problems,
reduce customers' costs and help make customers more
competitive--in essence to add customer value.
MPC and
this Commission have worked together to institute many
beneficial programs which have contributed to the ability of
MPC to provide reliable electric service at rates well below
the national average.
The addition of over 1,000 megawatts of capacity for MPC was
an enormous undertaking for a company of MPC's size,
increasing by nearly 50 percent the electric generating
capability of the Company.
From the beginning, this
Commission urged MPC to attempt to minimize the financial
impact that adding this new generation would have on its
customers.
MPC's leasing arrangement was proposed and
approved by US since it would provide substantial savings to
MPC's customers in the form of lower revenue requirements
for rates when compared to traditional financing.
Like everyone else, this Commission has been watching the
post-Enron events with great interest. We recognize that
these events have caused a "ripple effect" within the
accounting industry with respect to the accounting treatment
of certain transactions.
Recently, the Board issued its
proposed interpretation on "Consolidation of Certain
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utilities and their customers.
The primary objective of
MPC's lease arrangement and the underlying reason for our
approval of that arrangement was that it benefited MPC's
customers in the form of lower rates. A retroactive
application of new rules seems inappropriate in this case,
considering the regulatory process and oversight that this
transaction has seen.
We appreciate the opportunity to express our views to the
Board on this important issue.
If you would like to discuss
this matter further, please contact this Commission.
Sincerely,

Michael Callahan, Chairman
Mississippi Public Service Commission

