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Ms. SUIID D. C.•.-

STATE OJ" PLoiUDA 

July 21. 1997 

AIIi-Sec:a_, .. A ...... 'lieauler 
OulfPower Compay 
SOO Bayfront P..tway 
Penucola, FL 32520 

Re: .... " .... 

Dar MI. er.am.: 

TIMarHY DEvLIN, DlaEcroa 
AUDI11NO .t FINANCIAL ANAL YS1S 
(150) 413-6410 

Sd'blil ...... .._aftbe inb11""oa flied by your Company in the above referenced 
docket. M a--*,- lldditkal iaixm-don iJ Deeded at this time. We are providina a list of 
questions in t.nS copy form, u wellu oo ctiiC formatted in WordPerfect 6.1. 

Pleue provide )VUrlapoDIOI aad iafonDatioo by AQ&Uil29, 1997. Should you have any 
questiou or coocem1 iD repnt to die inllanarioD Deeded, pleae do not hesitate to telephone me 
at 850-413-6453, or JeaDeae a-11 150-413-6461. 

Sincerely, 

Patricia s. Lee 
USIC f.Daineer Supervisor 
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DOCKET NUMBER 970843-EI 
GULF POWER CO'IIPAHY 1897 DEPRECIATION FILING 

INITIAL REVIEW 

PftODUC110N p&.ANT 

The study atn1 thllt GULF h8l Jlddr111ed lnw.m retnmenta for NCh of Ita production 
plants in an approach .,._.to T8mPII Electrtc. Each ~ unit hal been nr.ie\WKt 
and ltJatlfted i*> a life c lllgoty flom 1-20 ~,.. 21-35 YM,., or 38 yura through the life
of-plant Thele c;atego.iea were then .. t.111 for deiMnlnlng the Average Uves for each 
generating plant 

Staff hal review8d the aarnple detailed lchedulel provided under Tab 6 of the ltudy and 
we have several questiona. 

1. Pagel~ are rather dlfllcult to reed. Sid would appreciate another copy. We 
will allo need the limllar ....-for each of your production plants. 

2. We are auwrq thM the Information ahown on p11ge1 44....a are aurvivorl by 
vintage for the V8rioul Mtirwnenl unb compriling each of your varioua Ufe atrata 
categories. 
a. PluM dMCitbe how the IUMvlng diltrtbutiona were developed. 

b . We .. pMiculalty troubled by thelndlclltion of negMive aurvtvora shown for 
Plant Crt.t Common, .Acoount 312 (v'.ntllgel 1895, 1981, and 1952). 
Surviving lrwaalment ,...._ to that poltlon of the grou additions originally 
placed In a ghMn vintage that IIIUMvlng or .till in aervice today. Negative 
IUMvors would indlcatl ~ orVfnal placemenla, which ia not logical. 
We .. jult • concerned wlh thole vllagea ahowlng aurvivora aa amall aa 
S1 or S8 • lhown In the dlatrtbution for the 35 year life ant~~ category for 
1972 and 1948. P11111 revilw thll i lbmation and al other diatributiona that 
show negative or other queltiOillble IUMvors for MY given vintllge. 

3. Your propoeal II to maintain depMclation ,.._ at the tot8l plant lite level. Ideally, 
where large components of the lmfeMment have a .-.nainlng ltfe foreaeeabty 
difrern from the average, theM II., argument for lep8tlda ratel. This might be 
by unit wllhln .. pllnt Ill, or for aome mlljor project thllt w1 rwtn IUbetantial 
clc*rlbeiOM .a_.y. Ow~··' .... to deY81op ~,....for each 
unit within ..ah pWit Ill. 

4 . If any rnljor CMNha&* .. pl8nned during the next four~,. (1998-2001 ), please 
provide a dll~ of the OYerhaullncluding the work planned to be performed. 
MY rear.nent unlla expected to be repleced • a direct ret\ and In what yeer(a) 
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5. 

each overhaul Ia pllnned to take plaoe. PINM provide the January 1, 1988 
..,...d lrwltlmant and NIIIW anociated wllh the equipment cu,.,..,uy pllnned 
for~ during eech o.hlul. 

6. Pleale provide the IUppOit for extending the edrnlded retirement d.te for Plant 
o.niel. Unlla 1 8nd 2, flam 2012 8nd 2018 • lhown In the last atudy to 2027 and 
2031, ~ •• ehown In the current atudy. 

7. Pleaae provide the ......,. for extending the edmated retirement date for the 
Plant Daniel Rill TriiCb flam 2028, • given In the IMt atudy to 2031, aa given in 
the currant etudy. 

8. Pie•• provide .. euppolt for h ttne ~ lfetpan edlnllon for the Plant Scholz 
Untta 1 and 2. 

9. Pl1a11 provide h euppolt fDr extending h eetirnlleld retir-.nent date for the Plant 
Smilh Combultion T&lblne tam 2001, • ahcMn in hlalt atudy, to 2008 as shown 
In the cu.....m study. 

F088IL QHMWIII EMfNT 

10. Ale we conad thlt h ~lllement co.ta for Plant O.nlel and Plant Scherer are 
baaed on 1993 and 1884 • epeclftc ooat studies etealated to year end 1997? 

11. How does the dismantling ecope Ul8d In this cui"Nf1t study dttfer from that used In 
p~atudiel? 

12. On page 1, Vokme 1, rlh ~ eo.t Study, the Company lists 51tema 
that t.v. dwlged or updMtd llnoa ..... raview. Pleae provide an explanation 
•• to why thele dwlgM _,. made and why they should be considered 
appropriate. 

~ 

13. Please explain whlit a -pull down• melhodology in unit pricing entails and how it 
dttfera from a • .....,.. conetruct~on• melhodology. . 

14. In the 1a1t lludy, a ........ Oon.truction• melhodology In unit pricing was assumed 
beca~ ... &ou~wn Ccirr.-nY '-not dllmanlled any foul p~an~a 1n the r.cent 
past. • In the cunwlt etudy, e. ...,. Nllort II given for the Company to assume 
the "puul down" meltlaclaqw. P11111 hllp Ul undlrlt8nd how the same reason can 
be the support for ctllr.tng prtdl..a ft'lllhodologltl. 

2 



15. In the IMt ltudy, the Company t~pplied an 8% engineering overhead cost 
pe~cn.ge anc1 a a adr1WWIII..., ..t genen~l overhead percentage to the direct 

001t ...,.._ of dllmantling. In thil cunent study, these overhud percentages 

have been reduced to 1%. P1111e explllln the reasoning behind thil change In 

0\Whaada. 

16. Referring to T8b 8 d .. Depreclldion Study, on page 1, Auumption 2, the 

Company lrdGilll thM COlli will be incunad the year .tier each unlt'a retirement 

d* _. ckltrW .. yeer llftlrthe plant'e ~date. ~·nlng on page 3. the 

Company t. ...., a. ftrat ~ of dilmantlement In the ume year a the 

eeiiNment dill. Why lhouldn1 the dllmantlement proceaa be -umed to begin In 

the yeer following the retirement of the plant? 

17. Referring to Tab 8, page 14, pl111e explain why dilmantlement beglne two years 

after the retlrwnent date of the Plant Scherer Common facilities? 

18. In the Tab 8 "Foul Dilmanllemenr, on Schedule 2, the Column •L• il titled •Avg. 

Mult. •. Pleale CJ!Iain how thll8'tWIIQ8 multiplier II derived. 

19. Referencing the ~ 2 IP8Cifled In queation 18 above, pleale provide a 

narr8tive ~ bMed on Plant Cttlt, Un11. to epeU out all atepa from Column 

c. Coat Eltimat8 12/31197, through Column M. Four Year Aver~~ge ExpenM. 

20. Pleaee provide the following IChedulea on dilk: 
a. Schedule 2: Annual Foull Dilmantlement Cc.t - Levellzed Expenee 

Calcul8tion. 

b. Schedule 3: Escalation R8tel -"'Review of the U. S. Economy" February 

1887 - 25 Yea=- Fcncaat. 

TRANSIISSION PLANT 

21. Regarding the ln\leetnent In Account 350, Euements and Rights of Way, Gulf 

states: "e-nenna and t..nd Rlghll .. lntangtble co.ta and lhould not t... a life 

of greater ttw1 40 years.· It il not ciMr why the eccounting c:Megory of •Intangible 

cost" would linll the life of.,_. ...... P11111 clarify the Company'• rationale 

behind the limitation of a 40 ~ maximum life for this invwtment. Alao, pluM 

provide curTent the age diltriUion for the eurvlvlng lnveetrnent In thil account. 

22. For Account 358, Roeda and Tralll, there il a footnote on page 20 of Tab fJ 

Vtt1ich statal: "The lrMetnent In thll account lhould be depMOietld over a life not 

exceeding 40 ~ (emlar to eaeementa). • The tabulation of ..au1ta on that page 
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lhowa an II\WIIge ..W. ar. cf 50 years. Pleate r8IONe the inconatatent 
J»NIInt81ion, Md provide the 108 diltrtbution for the aurvtvtng invesbrtent in this 
account 

23. a. For the Account 381 Structu,.. and Improvements in the Distribution 
Function, Gulf propDIII to ..e.in the II\WIIge ..W. life of 40 YMJI. liowevw, for 
the Acclcut 352, aruc:tur. and ~In the Tranamluion Function, Gulf 
PfOPOIII to lncrllll the ...... MMce Ire from 40 yelrl to 45 years. Ia the 
propoead ._... a..ct •lllrely on at8tlatical analyaia of the retirement record for 
Account 312? 

b. .. ..... any nolllble dwr..nce betwMn the typal of atruct"·- in the 
Dlllrlbuliori F&n:llon • compared to thole In the Tranamluion Function? 

DIITBIBUIJON pt..ANJ 

24. For Acccut 388, Line T'IWIIbmera, a footnole ...._: "8ooh the prior atudy and the 
current atudy provided eome lndic8tion that the ur. ahould be lncreaaed .... •. 

25. 

a. Ia Gulf ,.,.,..lei entirely to atldlltical implication derived from analyaia of 
retirement hlatort? 

b. Haa Oul MCOgnilld ent c:t.1geln the~ or performance of the 
line tranaformer8 rwl1l1d to thla lnwatrnent? ;n other won:la, can the 
eomp.ny ..._the propo11d lncrelle to any racogniDd charKteriatic or 
ch8nglln ch8rldlrtltic pertaining to thla type cf equipment? 

c. PleaM pnMde the age diatrl)utlon for the auMvlng lrMatrnent In thla 
acx:ount. 8PR ,.... .. lhown. but no aurvlvor lnformetion wu given In 
theortglllll ... 

26. PI••• provide an age dlatrlbutlon for current aurvtvtng 1nveatment In Account 373, 
Street l.Wding Md Signal Syltem. 

QENEfW. pt..ANJ 

27. In the ilbm~an falowlng t8buiMid ~ Reaula for Account 390, Structu,.. 
.xi ~. Gul dllcullll the ecltvtly In thla account and Ita lmplicationl. 
Lmlld .~~tnment....,...ae a .. ohenge ~~nee.,. .... ~.,. cited. 



The Complny '*' ...... the following conduaion: "Therefore, .. long .. the CUIWt.,....,.. rill II d11med IPPf'OPI1JII, the~ Nfe lhould be lldjuated 

by four yeara. • P11a11 explain the IUIOning behind thil concluaion. 

28. Gulf NPOIIIIIIII .. poloywlh NepeCt to owning automobH11 II changing. The 
Complny now either IWitl vMiciJI or relmbu,_ employMa for the use of p 14. 
prlv!lllly owned vel*l11. The JMuary 1, 1887 lnvMiment In autol II $277,000, 
down tam $2.1 MIn .. prtor eludr· 
a. VW. doll the~ -**• ,.... ... the autDI which cun.ntty rem~~in 

ln..W.? 

b. 

29. PluM provide • cunni age diltrtbution for ln\emtent in the followtng IICCOUnta: 
•· Account 382.2, Light Trucka. 

b. 
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