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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re:  Gulf Power Company's application
)

for authority to issue and sell securities
)
Docket No. 06_____-EU

and to receive common equity contributions
)
Filed:  October 18, 2006


)

GULF POWER COMPANY'S APPLICATION FOR AUTHORITY TO ISSUE AND SELL SECURITIES AND TO RECEIVE COMMON EQUITY CONTRIBUTIONS

Gulf Power Company ("Gulf Power", "Gulf", or "the Company"), pursuant to Chapter 25-8, Florida Administrative Code, and Section 366.04, Florida Statutes, hereby files this application for authority to issue and sell securities and to receive common equity contributions during the twelve months ending December 31, 2007.  In support of this application, the Company states:


(1)
The exact name of the Company and the address of its principal business office is:


Gulf Power Company


500 Bayfront Parkway


One Energy Place


Pensacola, Florida 32520-0780


(2)
The Company is a Florida corporation that has had a continuous existence since it was organized under the laws of the State of Maine on November 2, 1925.  The Company was admitted to do business in the State of Florida on January 15, 1926; in the State of Mississippi on October 25, 1976; and in the State of Georgia on November 20, 1984.  Gulf became a Florida corporation after being domesticated under the laws of the State of Florida on November 2, 2005.


(3)
The names and addresses of the persons authorized to receive notices and communications in respect to this application are:


Jeffrey A. Stone
Susan D. Ritenour


Beggs & Lane
Gulf Power Company


P. O. Box 12950
One Energy Place 

Pensacola, FL 32591-2950
Pensacola, FL 32520-0780


(4)
Capital Stock and Funded Debt of the Company at June 30, 2006, was:

CAPITAL STOCK






Common





Preference
Preferred
Stock
Trust





Stock $100
Stock $10
Without
Preferred

(a)
brief description:

Par Value
Par Value
Par Value
Securities
(b)
Shares authorized:
550,000
10,000,000
992,717
Not Limited

(c)
Shares outstanding:


6.0% Series
550,000


7.375% Series (1)



1,200,000


Var. Rate Series 2002 (2)



40,000

(d)
The amount held as


reacquired securities:
None
None
None
None

(e)
The amount pledged by


applicant:

None
None
None
None

(f)
The amount owned by


affiliated corporations:
None
None
992,717
None

(g)
The amount held in 


any fund:

None
None
None
None

NOTES:

(1)
Company obligated mandatorily redeemable preferred securities of subsidiary trust holding company junior subordinated notes--$25 liquidation amount.

(2)
Company obligated mandatorily redeemable preferred securities of subsidiary trust holding company junior subordinated notes--$1,000 liquidation amount.

FUNDED DEBT

Bank



(a)
Brief description: 
Notes
PCB's
FMB's



$
$
$
(b)
Amount authorized:
Not Limited
Not Limited
Not Limited

(c)
Amount outstanding (000):





6-1/2% Series due November 1, 2006


25,000


4.80% Series due 2028

13,000



Variable Rate Series 2003 due 2023

32,550



Variable Rate Series 2003 due 2026

29,075



Variable Rate Series 2002 due 2037

42,000



Variable Rate Series 1997 due 2022

40,930



5.60% Sr. Insured Notes due 2033
65,000


4.35% Sr. Notes due 2013
60,000


5.25% Sr. Insured Notes due 2033
60,000


5.75% Sr. Insured Notes due 2033
40,000


5.875% Sr. Notes due 2044
35,000


4.90% Sr. Notes due 2014
75,000


5.65% Sr. Notes due 2035
60,000




(d)
Amount held as reacquired securities:

none
none

(e)
Amount pledged:

none
none

(f)
Amount owned by affiliated


corporations:

none
none

(g)
Amount held in any fund:

none
none


                     

(5)
Statement of Proposed Transactions:


(a)
The Company seeks authority to:  receive equity funds from and/or issue common equity securities to the Southern Company ("Gulf's parent company"); issue and sell long-term debt and equity securities; and issue and sell short-term debt securities during the period covered by this application.


The issuance and sale of equity securities and long-term debt may be through either negotiated underwritten public offering, public offering at competitive bidding, agents or dealers, or private sale.

(1)
The common equity funds from Southern may take the form of common equity contributions or the issuance of shares of common stock to Southern.

(2)
The equity securities may take the form of preferred stock or preference stock (with such par values, terms and conditions, and relative rights and preferences as may be permitted by the Company's Restated Articles of Incorporation); trust preferred securities; or options, warrants or rights with respect to the foregoing.



(3)
The long-term debt securities may take the form of first mortgage bonds,
 
debentures, notes, guarantees, or other long-term obligations, pollution control bonds, installment contracts or other obligations securing pollution control bonds, or options, rights, interest rate swaps or other derivative instruments with respect to the foregoing with maturities ranging from one to fifty years and issued in both domestic and international markets.


The Company has established lines of credit with a group of banks under which borrowings may be made by the issuance of unsecured promissory notes.  The interest rate on the proposed borrowings will be the interest rate available to the preferred corporate customers of the bank in effect at the time of issuance and may be subject to change, either up or down, at the time the preferred customer rate changes.  None of the promissory notes are to be resold by the banks to the public.  The Company will reserve the right under the lines of credit to prepay all or any portion of the loans without penalty and to reborrow the amount of any notes so prepaid.


The Company also proposes to issue short-term notes to be sold in the commercial paper market.  The notes may have varying maturities not to exceed one year, which maturities may be subject to extension by the Company to a final maturity not to exceed 390 days.  The notes will be sold at a discount, plus a commission to the commercial paper dealer, with the aggregate interest cost to the Company expected not to exceed the prime rate in effect at the time of the sale.  The Company further proposes that such commercial paper notes may be issued for its benefit by a special purpose affiliate, which would then lend the proceeds to the Company on identical terms.  Such loan would be evidenced by the Company's "grid" note issued to the affiliate.


(b)
The maximum amount of common equity contributions received from and common equity issued to Southern, the maximum amount of equity securities issued and the maximum principal amount of long-term debt securities issued will total not more than $400 million.  The maximum principal amount of short-term debt at any one time will total not more than $250 million.


The Statement of Sources of Funds for Gross Property Additions Forecast for the Year Ending December 31, 2007, is included as Exhibit B (1).


The actual capital structure at June 30, 2006, is as follows:


Component
Amount
Ratio

Common Equity
  $623,550,000

42.80%


Preference Stock
53,887,000
3.70%


Trust Preferred Securities
 72,166,000
4.95%


Long-Term Debt-Net
  569,585,000
39.09%


Short Term Debt
   137,775,000
  9.46%

TOTAL
 $1,456,963,000
100.00%

Pretax Coverage Ratio (Excluding AFUDC):   3.39


(c)
The present estimate of the dividend rate for the aforementioned equity securities and the interest rate for the aforementioned debt securities, based upon current rates for comparable securities, is as follows:

(1)
The interest rate for comparable A rated 30 year Sr. Notes was 6.50% as of September 30, 2006.

(2)
The dividend rate for comparable BBB+ rated preference stock was 6.00% as of September 30, 2006.

(3)
The prime interest rate, or its equivalent, for JPMorgan Chase Bank, N.A., was 8.25% as of September 30, 2006.

(4)
The interest rate in effect for 90-day direct issue commercial paper as published in the Federal Reserve Statistical Release (Form H.15) was 5.21% as of September 30, 2006.


(d)
The actual dividend rate and actual interest rates will be determined by market conditions at the time of the sale of the securities.


(6)
Purpose of Issues:


The net proceeds to be received from these additional funds will be added to the Company's general funds and will be used for working capital requirements and for other general business purposes, including the financing of the Company's construction program.


(a)
The Company is engaged in a continuous construction program to accommodate existing and estimated future loads of the system.  Total construction additions during 2007 are estimated to cost $276,179,000 and are expected to be apportioned as shown in Exhibit B (2).  


At present, none of the planned expenditures require certification of need by this Commission under either the Florida Electrical Power Plant Siting Act or the Transmission Line Siting Act.  The construction program referred to herein has been necessitated by the continued growth in the demand for service on the Company's system and the replacement and improvements required to our existing system
.
  
It is manifestly in the public interest for the Company to raise the funds which are required to perform such service.


(b)
Included among the purposes of the issues could be the reimbursement of the treasury for expenditures against which securities have not been issued.


(c)
The net proceeds received may also be used to repay previously issued short-term unsecured promissory notes and to refund previously issued long-term debt, preferred stock, preference stock, and trust preferred securities.  Subject to market conditions, the Company may refund such long-term obligations with new issuances of long-term debt, preferred stock, preference stock, and/or trust preferred securities.


(7)
The Company submits that the proposed additional funds are for lawful objects within the corporate purposes of the Company and compatible with the public interest and are reasonably necessary or appropriate for such purposes.  The facts relied upon by the Company in support of such allegations are set forth in paragraph (6) hereof.


(8)
The name and address of counsel who will pass upon the legality of the proposed issues are:


Beggs & Lane
Troutman Sanders


501 Commendencia Street
600 Peachtree Street


P. O. Box 12950
Suite 5200


Pensacola, FL 32591-2950
Atlanta, GA 30308-2216


(9)
The Southern Company, a Delaware Corporation, owns 992,717 shares of the Company's common stock, without par value, representing 100% of the voting stock outstanding.  The Southern Company is also the parent company of four
 other operating companies and certain other companies including:  Southern Communications Services; Southern Company Services; Southern Nuclear Operating Company; and Southern Company Energy Solutions
.


WHEREFORE, the Company respectfully requests an order authorizing it to issue and sell securities and to receive common equity contributions from Southern during the twelve months ending December 31, 2007.


DATED:  October 18, 2006


GULF POWER COMPANY


BY:  



Susan D. Ritenour

Secretary and Treasurer

ATTEST:

 

Terry A. Davis

Assistant Secretary and Assistant Treasurer

STATE OF FLORIDA
)





)  ss.:

COUNTY OF ESCAMBIA
)


Susan D. Ritenour, being duly sworn, deposes and says that she is the Secretary and Treasurer of Gulf Power Company, that she has read the foregoing petition and knows the contents thereof, and that the facts therein are true and correct to the best of her knowledge, information and belief.


Susan D. Ritenour

STATE OF FLORIDA

COUNTY OF ESCAMBIA


The foregoing instrument was acknowledged before me this 18th day of October, 2006, by Susan D. Ritenour of Gulf Power Company, a Florida corporation, on behalf of the corporation.  She is personally known to me and did take an oath.


NOTARY PUBLIC

REQUIRED EXHIBITS
Exhibit A (1) -
Balance Sheet of the Company at December 31, 2005 and June 30, 2006.

Exhibit A (2) -
Summary of Utility Plant and Accumulated Provision for Depreciation as of December 31, 2005 and June 30, 2006.

Exhibit A (3) -
Income Statement of the Company for the twelve months ended December 31, 2005 and June 30, 2006.

Exhibit A (4) -
Statement of Retained Earnings of the Company for the twelve months ended December 31, 2005 and June 30, 2006.

Exhibit A (5) -
Contingent Liabilities.  None.

Exhibit B (1) -
Statement of Sources and Uses of Funds for the twelve months ended December 31, 2007.

Exhibit B (2) -
Construction Budget for Gross Property Additions.

�Should we footnote this to clearly state that this issue matures prior to the end of the year?


�This does not line up with the column


�I don’t think we need to show this here since the $50MM is short-term.  The $100MM was long-term.


�I agree with SDR’s comment below


�Although I don’t anticipate issuing FMBs, I think we should leave it in as a possibility (like we did for trust preferred).  I think it’s best if this language stays “generic” from year to year unless we get to the point where we’re absolutely certain we won’t do any  issuances of a certain type of security.


�10-Q says $623,550,000


�Should we say something about increased capital needs for environmental compliance? 


�I don’t think so.  I think this is generic language and that the words “improvements required” encompass environmental compliance.


�I concur with SDR


�Georgia Power, Alabama Power, Mississippi Power, and Southern Power (Savannah was the fifth “other operating company”


�Does SCES still exist?





