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kWh Sales/Customer/Billing Day 

Line Description January February March April May June July August 
(1) (2) (3) (4) (5) (6) (7) (8) 

2013 37.60 36 05 30.29 27.65 31.63 43 64 50.90 51 56 

2 2014 38.1 4 36. 47 30.54 2775 31.58 43.45 50.59 51 17 

3 Difference 0.54 0 42 0.25 0.10 -0.05 -0 19 -0.31 -0.39 

4 %Difference 1.44% 1.16% 083% 0.37% -0 16% ·0 43"/o -0.61% -0.7G% 
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37 67 

-0.61 
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Schedule GRM-1 

November December 
(11) (12) 

28.89 31.84 

28.19 31.04 

-0.70 -0.80 

-1 56% -2.43% -2.51% 
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Historic and Forecasted Levels of Baseline Production Expense 

Actual Actual Actual Actual Actual Forecasted Forecasted 2008-2012 
Line Description 2008 2009 2010 2011 2012 2013 2014 Average 

(1) (2) (3) (4) (5) (6) (7) (8) 

Baseline Materials $ 7,288 $ 6,376 $ 7,762 $ 8,514 $ 7,843 $ 10,321 $ 10,006 $ 7,557 

2 Baseline Other 40,727 37,820 46,923 47,393 44,846 50,381 51,593 43,542 

3 Baseline Labor 27,328 25,769 27,237 27,779 28,150 29,009 29,476 27,253 

4 Total Baseline $ 75,343 $ 69,965 $ 81,922 $ 83,686 $ 80,839 $ 89,711 $ 91 ,075 $ 78,351 

Source: Exhibit No. __ (RWG-1), Schedule 7 
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Purpose 

To: Florida Public Service Commission 

Docket No. 130140-EI 
Exhibit DMD-1 
Page 3 of 13 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Accounting and Finance in its audit service request dated 
July 30, 2013. We have applied these procedures to the attached schedules prepared by Gulf 
Power Company in support of its filing for rate relief in Docket No. 130 140-EI. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICP A Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 



Objectives and Procedures 

General 

Definitions 

GPC!Utility refers to Gulf Power Company 
Southem!Parent refers to The Southern Company 
FERC refers to the Federal Energy Regulatory Commission 

Docket No. 130140-El 
Exhibit DMD-1 
Page4ofl 3 

USOA refers to the FERC Uniform System of Accounts as adopted by Commission Rule 25-
6.014- Records and Reports in General, Florida Administrative Code. (F.A.C.) 

Background 

Gulf Power Company filed a petition for a permanent rate increase on May 9, 2013. GPC has 
provided electric utility service to its customers since 1926 and now serves more than 436,000 
retail customers across 8 counties in Northwest Florida. The Utility is a wholly-owned 
subsidiary of The Southern Company. 

The Utility's last petition for rate relief was granted in Docket No. 110 138-EI, in Order No. 
PSC-12-0 179-FOF -EI, Petition for Rate Increase, issued April 3, 2012, and in Order No. PSC-
12-0400-FOF-EI, Motion for Reconsideration, issued August 3, 2012. Those orders established 
and reaffirmed historical rate base and capital structure balances for the Utility as of December 
31,2010. 

Objectives: The objectives in this proceeding were to determine whether the Utility' s 2012 
historic year end filing in Docket No. 130 140-EI is consistent and in compliance with Section 
366.06- Rates, Procedures for Fixing and Changing, Florida Statutes (F.S.), and Commission 
Rule 25-6.043- Investor Owned Electric Utility Minimum Filing Requirements, F.A.C. 

Procedures: We performed the following specific objectives and procedures to satisfy the 
overall objective identified above. 

Rate Base 

Utility Plant in Service 

Objectives: The objectives were to determine whether utility plant in service (UPIS) exists and 
is owned by the utility, additions are authentic and recorded at original cost, proper retirements 
were made when a replacement asset was put into service, UPIS is properly classified in 
compliance with the USOA, UPIS balances are properly stated based on Commission 
adjustments in the prior rate case in Order No. PSC-12-0179-FOF-EI, and to recalculate the 13-
month average balance for UPIS as of December 31 , 201 2. 

Procedures: We verified, based on a judgmental sample of UPIS additions, retirements and 
adjustments for selected plant accounts, that the Utility's UPIS is properly recorded for the 
period January 1, 2011 through December 31, 2012. We traced the UP IS adjustments to source 
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documents and noted that they were consistent with the order cited above. We recalculated a 
sample of 13-month average balances for UPIS included in the filing. No exceptions were noted. 

Property Held for Future Use 

Objectives: The objective was to determine the nature and purpose of utility properties recorded 
as plant held for future use (PHFU) and to disclose material additions or changes to the Utility's 
planned use for such properties, PHFU balances are properly stated based on Commission 
adjustments in the prior rate case in Order No. PSC-12-0179-FOF-EI, and to recalculate the 13-
month average balance for PHFU as of December 31, 2012. 

Procedures: We verified, based on a judgmental sample of PHFU properties presented in the 
filing, that the PHFU balance is properly stated as of December 31, 2012. We reviewed 
documents describing the planned use for properties in our sample and inquired about changes in 
use for existing properties. We traced the PHFU adjustments to source documents and noted that 
they were consistent with the order cited above. We recalculated a sample of 13-month average 
balances for PHFU included in the filing. No exceptions were noted. 

Construction Work in Progress 

Objectives: The objectives were to determine the nature and purpose of utility projects recorded 
as construction work in progress (CWIP), and whether projects that are eligible to accrue 
allowance for funds used during construction (AFUDC) are excluded from rate base pursuant to 
Commission Rule 25-6.0141, F.A.C. - Allowance for Funds Used During Construction, CWIP 
balances are properly stated based on Commission adjustments in the prior rate case in Order No. 
PSC-12-0 179-FOF-El, and to recalculate the 13-month average balance for CWIP as of 
December 31, 2012. 

Procedures: We verified, based on a judgmental sample of CWIP projects included in the 
filing, that the CWIP balance is properly stated as of December 31, 2012. We reviewed utility 
documents describing each project sampled to determine whether it was eligible to accrue 
AFUDC. We verified that projects accruing AFUDC were not included in rate base in the filing. 
We traced the CWIP adjustments to source documents and noted that they were consistent with 
the order cited above. We recalculated a sample of 13-month average balances for CWIP 
included in the filing. No exceptions were noted. 

Accumulated Depreciation 

Objectives: The objectives were to determine whether accruals, retirements and adjustments to 
accumulated depreciation (AD) are properly recorded in compliance with the USOA, to 
determine whether the Utility used the depreciation rates established in Order No. PSC-1 0-0458-
PAA-El - Depreciation and Dismantlement study at December 31, 2009, by Gulf Power 
Company, balances are properly stated based on Commission adjustments in the prior rate case 
in Order No. PSC-12-0179-FOF-EI, and to recalculate the 13-month average balance for AD as 
of December 31, 2012. 

Procedures: We verified, based on a judgmental sample of selected AD accounts, that the AD 
is properly recorded for the period January 1, 20 II through December 31 , 2012, and the Utility 
properly restated and used the depreciatipn rates approved in the order cited above. We traced 
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the AD adjustments to source documents and noted that they were consistent with the order cited 
above. We recalculated a sample of 13-month average balances for selected AD accounts 
included in the filing. No exceptions were noted. 

Working Capital 

Objectives: The objectives were to determine whether the working capital (WC) account 
balances are properly stated based on Commission adjustments in the prior rate case in Order No. 
PSC-12-0179-FOF-EI, and the provisions of Rule 25-6.0143, F.A.C. - Use of Accumulated 
Provision Accounts, and, to recalculate the 13-month average balance for WC as of December 
31,2012. 

Procedures: We verified, based on a judgmental sample of selected accounts, that the WC 
balance is properly stated, utility in nature, non-interest bearing, does not include non-utility 
items, and is consistent with the order cited above. We verified, based on a judgmental sample 
of selected accounts, that the accumulated provision accounts year end balances comply with the 
Commission rule cited above. We recalculated a sample of 13-month average balances for 
selected WC accounts included in the filing. No exceptions were noted. 

Net Operating Income 

Operating Revenue 

Objectives: The objectives were to determine whether 20 I 2 revenues are properly calculated 
and recorded in compliance with the USOA and are based on approved tariff rates. 

Procedures: We reconciled 2012 revenues to the general ledger. We reviewed Commission 
audits of the Utility's cost recovery clauses, which included recalculations of a sample of 
customer bills, to ensure that the Utility was using the rates authorized in its approved tariffs. 
We verified that unbilled revenues were calculated correctly. We traced the revenue adjustments 
to source documents and noted that they were consistent with Order No. PSC-12-0 179-FOF-EI. 
No exceptions were noted. 

Operation and Maintenance Expense 

Objectives: The objectives were to determine whether 2012 operation and maintenance (O&M) 
expenses are properly recorded in compliance with the USOA, the O&M expenses are properly 
stated based on Commission adjustments in the prior rate case in Order No. PSC-12-0 179-FOF
EI, and were reasonable for ongoing utility operations. 

Procedures: We verified, based on a judgmental sample of utility transactions for select O&M 
expense accounts, that 20 12 O&M expense balances are adequately supported by source 
documentation, utility in nature and do not include non-utility items. and are recorded consistent 
with the USOA. We reviewed samples of utility advertising expenses, legal fees, outside service 
expenses, sales expenses, customer service expenses, and administrative and general service 
expenses to ensure that amounts supporting non-utility operations were removed. We traced the 
O&M expense adjustments to source documents and noted that they were consistent with the 
order cited above. We obtained a breakdown of the Affordable Health Care Act and its impact 
on revenues, expenses, and tax liabilities. No exceptions were noted. 
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Objectives: The objectives were to detennine whether 2012 depreciation expense is properly 
recorded in compliance with the USOA and based on Commission adjustments in the prior rate 
case in Order No. PSC-12-0 179-FOF-EI, and to detennine that depreciation expense accruals are 
calculated using the depreciation rates established in Order No. PSC-1 0-0458-PAA-EI. 

Procedures: We recalculated a judgmental sample of depreciation expense accruals to verify 
that the Utility is using the correct depreciation rates established in the order cited above. We 
traced the depreciation expense adjustments to source documents and noted that they were 
consistent with the order cited above. No exceptions were noted. 

Taxes Other than Income 

Objectives: The objective was to detennine whether 2012 taxes other than income (TOTI) is 
properly recorded in compliance with the USOA and based on Commission adjustments in the 
prior rate case in Order No. PSC-12-0 179-FOF-EI. 

Procedures: We verified, based on a judgmental sample of transactions for select TOTI 
accounts, that TOTI expenses are adequately supported by source documentation. We traced the 
TOTI adjustments to source documents and noted that they were consistent with the order cited 
above. No exceptions were noted. 

Income Taxes 

Objectives: The objective was to reconcile the federal and state income taxes to the MFRs and 
the general ledger, and to determine whether deferred income tax expense and the deferred tax 
balances include proper bonus depreciation treatment of property additions. 

Procedures: The Utility's 2012 federal and state tax returns were filed on September 15, 2013. 
We traced the Utility' s net operating income reflected in the MFRs to the general ledger. The 
Utility's schedule that reconciles the MFR amounts for the taxable income per books, the 
temporary and permanent differences, and the deferred income tax balances to the tax returns 
was not completed as of the date of this audit report. No further work performed. 

Capital Structure 

Objectives: The objectives were to determine whether the non-utility assets supported by the 
Utility's capital structure were removed in the rate base/capital structure reconciliation, the cost 
rates used in the computation of the cost of capital are appropriate, the rate base adjustments 
were adjusted in the capital structure, and to reconcile the Utility book amounts to the MFRs and 
the general ledger. 

Procedures: We obtained the rate base/capital structure reconciliation and determined that the 
non-utility adjustments removed in rate base were removed in the capital structure. Audit staff 
reconciled the cost of capital cost rates for the historical base year to the debt documentation. 
We obtained a reconciliation of the rate base adjustments in the capital structure and traced it to 
the MFRs and the general ledger. No exceptions were noted. 
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Objectives: The objective was to perform an analytical review of the Utility' s rate case filing 
using prior years FERC Form l filings with the Commission. 

Procedures: We developed a five-year {2008 -20 12) analytical review that compared the annual 
percentage change and the 20 12 over 2007 total percentage change for the FERC account 
balances. Accounts that exhibited significant activity or percentage change, as determined by the 
auditor, were randomly selected for additional review. No exceptions were noted. 

Affiliate Transactions 

Objectives: The objective was to review intercompany charges to and from divisions, affiliated 
companies, and non-regulated operations to determine if an appropriate amount of costs were 
allocated pursuant to Rule 25-6.1351, F.A.C. We were also to determine the original amounts 
allocated, whether the methodology was reasonable, and to check for accuracy and consistent 
application. 

Procedures: Audit staff reviewed the Utility' s policies and procedures relating to the recording 
of affiliate transactions and the cost/allocation manual for employees. During the review of rate 
base and net operating income, we examined items that were allocated as per the Utility's 
policies and procedures. No exceptions were noted. 

Federal Energy Regulatory Commission Audit 

Objectives: The objective was to determine whether there were any exceptions and disclosures 
noted in the last FERC audit applicable to this current rate proceeding. 

Procedures: We read the FERC audit, dated May 28, 2013 of Southern Company Affiliate 
Transactions, including its compliance with I) cross-subsidization restrictions on affiliate 
transactions, 2) regulations under the Public Utility Holding Company Act of 2005, and 3) 
USOA for Public Utilities' accounting for service company billings. Southern agreed with the 
findings and recommendations in this audit and implemented corrective actions and 
improvements. No further audit work done. 

Internal and External Audits 

Objectives: The objective was to determine whether there were any exceptions and disclosures 
noted in any internal or external audits applicable to this current rate proceeding. 

Procedures: We reviewed the internal audits to determine if any adjustments materially 
affected the historical base year. We noted that the Utility had performed any required corrective 
action in the applicable follow-up audit. We reviewed the 2012 annual report and associated 
audit work papers for GPC. The annual report was released on February 27,2013, and included 
the unqualified opinion by Deloitte and Touche LLP. No exceptions were noted. 
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Board of Director Meetings 

Objectives: The objective was to review the minutes of the Board of Directors. 
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Procedures: We reviewed the BOD meeting minutes from January 11, 2011 through May 22, 
2013, for activities or issues that could affect the Utility in the current rate case proceeding. No 
exceptions were noted. 
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Audit Findings 

None 
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0 1,758.2QJ (2SS,:J'I'a) 1,54)1,827 11.&8211468 

o s,.qs a ~ 0.9707452 

0 54..283 (3.840) 91,C43 O.e71li7880 

0 (2,!&14) 0 

7 HeUJalilyPiarC (3)f(4t-tC5JtCIQ 2,912,43a 0 2.,912,438 (1,o!n..tm) 1.820.832 0 1.(r20,332 (251,8ZTJ 1.SS0.705 0.9819332 1,532,50B 
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Exhibit 2: Net Operating Income 

FLORIDA PUBUC SERVICE COMMISSIONi 

COMPANY: GULF POWER COMPANY 

DOCKET NO.: 130t43-B 

(11 (2) (4} 

lo1al 
~ 
perBodtl 

t Opem!!nq 8Mnuts:: 

ADJUSTEOJURJSDIC110NAUI'ET OPERATING INCOME 
EXPI:.ANAOON: Prcvtre lherCIIcuetlon Ollt!e I~ nil!~ 
1n«1me lor die 1es1 ,_; riM prlol par and 1t1e most recenlhi8tatcll J1181: 

(S) ~I (7) (e) (8) (tO) 
Ulllly TCCal 

Ncn- Bldllc ~ Ad]lllled per Canparcy AdJi*ed 
El6Cblc Ulll11y A!Qwtn8ltl ~~en111 Ullltt 

Ud'!ly (41 ·(5) CSch.C31 OO+m (Sdi..C3) (8h(9) 

(11) 
Ul\ll Power 

Sties 
NetOpetdng 

lnciamtr 

.Pap3c13 
Type al Da1a Stlawn:. 
_PIOjecledTea Veu Erded 12/31114 
_Pror vear Ended 12/31113 
. ...JL.HJstodcali Year End8d 12/31112 
Wttnaas: S. rD. Rl!llnolll 

(12J (13) (14) 
TCial Ad)ustad 

Ulllly' Jwbdlcdanal ~ 
nelefUPS ~ Amasl'd 
(101 ·CUI FadOr {12)lr (13) 

2 Sak!os 01 BIIICirlc:ily 1.363.0\TI 1.383,071 (810,N1J 552.280 552,2e0 ~.245) 483.00S 0.875'561 <4«U34 
3 OllarOperaU/lg Re<oenuas 

.c Tola.l Clpetalilg Rewlnua 

5 QpegdnQ fm""'K 

6 Rec:o¥eraiJle Fuel 
7 R8oo¥endlla Clpadty 
8 R8co.<edltD Cc3nsel¥8tion 
•g ~., EnYin:nnental 
10 Ollllt Oper&6on a. t.laln18c:IMCB. 
11 Depec:lallon a AmclllzaiiOrl 
12 ~dii'Nestm.ant Ctedl 
13 TD819 ot1er Than tnc:ome Tues 
14 lncomeTPBS 
15 Fedaral 
16 Stale 
17 Oeh!rred Income TUBS· Net 
18 f'«fe181 
19 Sblbl 

~ TWI ~ Elicplll'l$8$ 

21 Nat Opatlllng I11CX111a 

..... ~~~~~5~--~--~n~.~~--~M!~~~----~~.~~----~--~~=z~----~~----~~~.~~ o.~~9----~~~J2~U~· 

~~~.~~~~--~--~~.c~~.~~a~~~~~·~~--~~~~~----~--~~~~~--~~~~.2~~~--~~~~~~~23~ o.~----~~~· ~·~~ 

572;512 !572.512 [572;512) 

.u.soo 46.500 (45.500) 
20,910 20.910 C20.9UlJ 
25,185 .25,185 l25,1&5) 

269.243 268>,243 (814) 
142;3.90 142.3110 (38,607) 

(1,352) (1,352) 
97.313 97,313 (67,331) 

(92.3'1) (92.341) fl;Z773) 
(2,439) (2.4:1$) (;!.T68) 

Ul1,110 161,110 
13,212: 13.212 

1.251,243; 1.251.213 (797,4:20) 

188,653 11!!.853 !61,8!!6) 

268,421 
103,783 

(1.352) 
29,882 

(115,114) 
(6,227) 

161,110 
13,212 

453,823 

126,845 

10 

268.428 
103,,783 

U.352l 
29.9112 

(115.114) 
(8.227) 

181,110 
13.,212 

(7.3110)1 
(7;633), 

331 
(I ,.531) 

15,884 
4-CS 

(27]13) 
(2,412) 

261.()619 
96,150 
(1 ,021) 
28,!1.S1 

(99.2301 
(5.782) 

133.397 
t01800 

0.8806803 
Q.8818407 
0.9821029 
0.8786219 

0.9229757 
0.8228757 

256;.025 
$4,414 
(1;003) 
27,843 

(91,587) 
(5,337} 

0.8228757 123.122 
O.U221167 ___ ....;:9.:::.:968.:::'=-

0.8754811ot __ ;:.~ I:,;;!M:c;6~ 



-------- - -----

Exhibit 3: Cap.ital Structure 

Schedule 0.1a COST OFCAPEmhoklt~WRAGE PaS!3of3 
FLORIDA 'PUBUC SE1RV,ICE COMMISSI:ON EXPLANATION!xRitlidlbNI'ft.«<mpany& 13- Type' of Data Shown: 

month average~ Qf "Jifal follhe leSt year, _P.rojeded Tesl Year Ended 12131/14 
COMPANY: GULF POWER COMP:ANY lhe prior year, and hl&torlcalt>aae year. _Poor Year Ended 12131113 

.lL_Histortcal: Year Ended 12131112 
DOCKEr NO.: 130140-8 W1tness: S .. 0. Ritenour 

(1) (2) (3) (<I) (S) •(61 (7) (8) (9) (10) (11) 
Company TOSal Spec.lftc Pro Aata System JurtsdldJbnal Jurfsdlctional Cost Weigh led 

Une Per Books Ad)Jstments Ad}IJSimenta Ad)Jsled Factor capita! Sllucture Aalfo Rate CostRale 
No. Cfass or Capital ($000'6) (SOOO'a) (~I (SQ()(rs) % (SOOO's) % ,. % 

;Long-Tenn Debt 1.,222,347 (109,377) (428,140) 68<1,800 0.98.11631 671.930 39.19 4 .. 96 1.94 

2 Short·Tenn Debt 72,761 (8,821) (25.469) ss.4n 0.0011631 tr7,752 2.20 01.38 0.01 

3 Preference· Stock 97.,998 (8.772) (34.324) S4,902 0.9611831 53,868 3.14 6.33 0.20 

4 Common Equfty 1,160,164 (99,619) (407 .• 972) 652,.573 0.9811631 1840.2·91 37.34 11..50 4.29 

s Cu&lomer Deposits, 35.821 (13,780) 22.041 1.0000000 22,041 129 4.75 1).08 

6 Oefe~ rnoome Taxes 554,770· (45,092) (196,062) 313,616 0.9811631 307,109 1'7.95 0·.00 0.00 

7 FASB 109 O.nud TIIQS (39,782) 3.23' 14,059 (22,.c89} 0.9811631 (22.066) ·1.29 0.00 0.00 

e lnvesb'nenl Credit • Zero Coal. 6,084 (1,036) (1,942) 3, 1:()6 0..9811631 3,047 O.t8 8:D8 0.011 

9 Total 31,110,1691 l2691483l ~110931630~ 11747,056 1l141582 100.00 6.51 

l1 



88 

Gulf's Responses to 
Staff's First Set of Interrogatories 

(Nos. 1-11) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SEKVICE COMMISSION 

DOCKET No. 130140-Ef 

PARTY PSC Statf ·--- EXHIBIT 88 

DESCRIPTION Gulf's re-~p-to-St-af-fs-First ROGs, No. 1-1 I 
DATE 





























89 

Gulf's Responses to 
Staff's Amended Second Set of 

Interrogatories 
(Nos. 12-37) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-El EXHIBIT 89 

PARTY PSC Staff 
DESCRIPTION -Gu lf=-s -re-sp=;s-ta-f=r-s A-n-le--,nd~e-d-2=na_R_O_G_l2--3-7-

DATE 





































































90 

Gulf's Responses to 
Staff's Third Set of Interrogatories 

(Nos. 38-52) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 130140-EI EXHIBIT 90 

PARTY PSC Staff 
D ESCRIPT ION G-u-lf'-s/S-ta-ff'-s 3-:::;-rd -RO_G_s -No-s.-38--5-2 ---

D ATE 
-----------------























































91 

Gulf's Responses to 
Staff's Fourth Set of Interrogatories 

(Nos. 53-55) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 91 
PARTY PSC Staff 
DESCRI PTION-;::;-G L--;-:tlf';:-s/-;;:-St-a-:f=-f s-:-4o.;-:th R:--:0:--::G-s-, -No-s-. 5-3--55---

DATE 





















92 

Gulf's Responses to 
Staff's Fifth Set of Interrogatories 

(No. 56) 

See also: Files on Staff's Exhibit CD 

FLORIDA P UBLIC SERVICE COMM ISSION 

D OC KETNO. 130140-EI EXHIBIT 92 
PARTY PSC Staff 

---:.--
D ESCRIPT ION Gulfs/to Staffs 51

h ROG, No. 56 
D ATE 











93 

Gulf's Responses to 
Staff's Sixth Set of Interrogatories 

(Nos. 57-63, 
64 (CONFIDENTIAL), and 65) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET N 0. 130140-EI EXH 1 BIT 93 

PARTY PSC Staff 
DESCRIPTION-;::;-Gu-,-;:Ir:;-;s/:;:;-:-Sta-;:;ff;;-s "7ili6th~R0::::-::G;;-s,-=5-=-7-6-=-=-3,-:-:65:--; 6:-:-4 -=-co--cnf-. -

DATE 







































94 

Gulf's Responses to 
Staff's Seventh Set of Interrogatories 

(Nos. 66-91) 

FLORIDA PURLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 94 
PARTY PSC Staff 

~~~~~------------
DESCRIPTION Gulf's /Staff's 7th ROGs, Nos. 66-91 
DATE 











































































95 

Gulf's Responses to 
Staff's Eighth Set of Interrogatories 

(Nos. 92-112) 

See also: Files on Staff's Exhibit CD 

FLORIDA Pl!BLIC SERVICE COMMISSION 

DOCKET No. 130 140-El EXHIBIT 95 

PARTY .:..:PS:....=_C-=-:St::..:.:.:aff:..__---;;:-____ ----:--__ 
DESCRIPTIONGulf's/Staff's gth ROGs, Nos. 92-112 

DATE 

























































96 

Gulf's Responses to 
Staff's Ninth Set of Interrogatories 

(No. 113) 

FLORIDA P UBLIC SERVICE COMM ISSION 

D OCKET No. 130140-EI EXHIBIT 96 
PARTY PSC Staff 

·~-=~~--------
D ESCRIPTION Gu lfs/Staff's 9thROG, No. 113 
D ATE 

----·-----------------------









97 

Gulf's Responses to 
Staff's Tenth Set of Interrogatories 

(Nos. 114-125, 127, 
and 132 (page 1 only) ) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 13014?-EI -----EXHIBIT 97 

pARTY ~PS~C~Sta~f_:_,f ~=-=-=-~-----;-;-~~;:;--
DESCRIPTIONGulf's/StaWs l01

h ROGs, Nos . 114-125, 127, 

DATE ---



































98 

Gulf's Responses to 
Staff's Eleventh Set of Interrogatories 

(Nos. 135-136) 

FLORIDA PUBLIC SERVICE COMM ISSION 

D OCKETNO. 130140-EI EXHIBIT 98 

PARTY PSC Staff 
----~--

D ESCRI PTION Gulfs/StafPs 11 thROGs, Nos. 135 and 136 

D ATE ----------------















99 

Gulf's Responses to 
Staff's Amended First Request for 

Production of Documents 
(Nos. 1-4) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 99 

PARTY PSC Staff 
-------

DESCRIPTION Gulfs/Staff's Amended 1 st POD, N~l-4--
DATE 













100 

Gulf's Responses to 
Staff's Second Request 

for Production of Documents 
(Nos. 5-8) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 100 

PARTt' PSC Staff 
------~-----------

DESCRIPTION Gulfs/Staff's 2nd POD, Nos. 5-8 
DATE 













101 

Gulf's Responses to 
Staff's Third Request 

for Production of Documents 
(Nos. 9-13) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 101 

PARTY PSC Staff 
---~-----

D ESCRJPTJONGulfs/Staffs 3rct POD, Nos. 9-13 

D ATE --------------















102 

Gulf's Responses to 
Staff's Fourth Request 

for Production of Documents 
(Nos. 14, and 16-18) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

OOCKETNO. 130140-EI EXHIBIT 102 

PARTY PSC Staff ___ _ 
DESCRIPTION Gulfs/Staff's 41

h PODs, Nos. 14, and 16-18 

DATE 













103 

Gulf's Responses to 
Staff's Fifth Request 

for Production of Documents 
(No. 19) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 103 
PARTY PSC Staff 
D ESCRJPTION;:;-:Gu~lf'~s/~Sta:::;:ff';-s 5::thth-;:-:PO::::D~, N:-::-0-----:. 1·-:-9 ,-pp-.1--87-

DATE 









104 

Gulf's Responses to 
Staff's Sixth Request 

for Production of Documents 
(Nos. 20-22) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

D OCKET No. 130140-EI EXHIBIT 104 

PARTY _:_:PS=--=-C....:...:St=aff=-----:;------
D ESCRfPTION Gulf's /Staffs 6th PODs, No. 20-22 

D ATE -------------

















105 

Gulf's Responses to 
OPC's First Set of Interrogatories 

(Nos. 1-12, 17, 19, 21, 22, 26-28, 
30, 32-37, 39-43, 48-63, 

65-73, revised 75, and 78) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 105 

PARTY PSC Staff 
~~~~~~~~~~ 

DESCRIPTIONGulf's/OPC's 151R0Gs,1-12, 17, 19, 21,22 

DATE 26-28,30,32-37,39-43,48-63. 65-73, revised 75, 78 











































































































































































































































































































106 

Gulf's Responses to 
OPC's Second Set of Interrogatories 

(Nos. 80-82, 84-98, 100, and 102) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-El EXHIBIT 106 

PARTY ~PS:::.:::C~S=taf~f -=------=--=-~-:::-: 
DESCRIPTION Gulf's/OPC's 2"ct ROGs, Nos. 80-82, 84-98 

DATE 100, & 102 





































































107 

Gulf's Responses to 
OPC's Third Set of Interrogatories 

(Nos. 113-115) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 107 

PARTY PSC Staff 
~~~~-------------

DESCRIPTION Gulfs/ OPC ' s 3rd ROGs, Nos. 113-115 

DATE -------------------------













108 

Gulf's Responses to 
OPC's Fourth Set of Interrogatories 

(Nos. 116-162) 

FLORI DA PUBLIC SERVICE COMM ISSION 

D OCKETNO. 130140-EI EXHIBIT 108 

PARTY PSC Staff 
------~---------------

DESCRIPT ION GuWs/ OPC's 4111R0Gs, Nos. 116-162 

D ATE 
-------------· 

















































































































































109 

Gulf's Responses to 
OPC's Fifth Set of Interrogatories 

(Nos. 169-177) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 109 

PARTY .:...:PS::__:C:_:S:.=ta=..ff_--;-;:-__ _ 
DESCRIPTION Gulfs/OPC 's 5th ROGs, Nos. 169-177 __ _ 

DATE --------------













































110 

Gulf's Responses to 
OPC's Seventh Set of Interrogatories 

(Nos. 182-192) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 110 

PARTY PSC Staff 
~~~~~--------

D ESCRIPTION Gulfs I OPC's 71
h ROGs, Nos. 182-192 

D ATE 
---

-----------------------





























111 

Gulf's Responses to 
OPC's Eighth Set of Interrogatories 

(Nos. 193-199) 

FLORIDA PU BLIC SERVICE C O MM ISSION 

DOC KET No. 130140-EI EXHIBIT 111 

PARTY PSC Staff .::....=__::_-=...:..:..:_-----.--- - ----
D ESCRJPT IONGul f's/O PC's 81

"R OGs, Nos. 193-199 

D ATE -------------































112 

Gulf's Responses to 
OPC's Ninth Set of Interrogatories 

(No. 201) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-El EXHIBIT 112 

PARTY PSC Staff 
~~=-~~------------

DESCRIPTION Gulfs/OPC ' s 91
h ROGs, No. 201 

DATE ----------------------------













113 

Gulf's Responses to 
OPC's Tenth Set of Interrogatories 

(No. 202) 

FLORIDA FliBLIC SERVICE COMMISSION 

J>OCKET No. 130140-EI EXIHBIT 113 

P~TY ~PS~C~S=taf~f--~----~~--
DESCRIPTIONGulfs/OPC's 10111 ROG , No. 202 

DATE ---

-------------------------------------













114 

Gulf's Responses to 
OPC's Eleventh Set of Interrogatories 

(Nos. 203 and 204) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMM ISSION 

DOCKETNO. 130140-EI EXHI BIT 114 

PARTY ::__:_PS::..::::C~St=af~f _______ _ 

DESCRIPT ION Gulfs/OPC's 11 ROG, Nos. 203 and 204 

DATE 











115 

Gulf's Responses to 
OPC's First Request for 

Production of Documents 
(Nos. 1, 2, 4, 14, 15, and 57) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

Doo.:ETNO. 130140-EI EXHIBIT 115 

PARTY PSC Staff 
~~--~--------

DESCRIPTIONGulf's/OPC's 151 PODs, Nos. 1, 2, 4, 14, 15, 

DATE and 57 
----------------------

















116 

Gulf's Responses to 
OPC's Second Request for 
Production of Documents 
(Nos. 60, 61, 64, and 66) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-El EXHIBIT 116 

PARTY PSC Staff __ 
DESCRIPTI01\1 Gulfs/OPC's 2"d PODs, Nos. 60, 61-'- 64, and 66_ 

DATE ------------













117 

Gulf's Responses to 
OPC's Third Request for 
Production of Documents 

(Nos. 72 and 73) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-El EXHIBIT 117 

PARTY .:_::PS~C .::..:.:S ta=ff_-::;-----------::~::-::-::---
DESCRIPTION Gulf's/OPC ' s 3'd PODs, Nos. 72 and 73 

DATE 









118 

Gulf's Responses to 
OPC's Fourth Request for 
Production of Documents 

(Nos. 74-81, 84-86, 88, and 89) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 1!8 

PARTY PSC Staff 
--::--:-:----:-----;-;:-----

DESCRIPTION Gu!Ps/OPC's 4th PODs, Nos. 74-81, 84-86, il~, 
DATE and 89 































119 

Gulf's Responses to 
OPC's Fifth Request for 

Production of Documents 
(Nos. 90, 91, and 103) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-El EXHIBIT 1!9 

PARTY PSC Sta_ff~,---
DESCRirTION Gulf's/OPC's 51

h PODs, Nos. 90, 91, & 103 

DATE 











120 

Gulf's Responses to 
FEA's First Set of Interrogatories 

(Nos. 1-17, and 20) 

See also: Files on Staff's Exhibit CD 

-FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 120 
PARTY PSC Staff 

-------:-;------
DESCRIPTION Gulfs/FEA's 151 ROGs, Nos. 1-17, and 20 

DATE 































































121 

Gulf's Responses to 
FEA's First Request for 

Production of Documents 
(No.4, pp. 1170-1177 and 1190-1206) 

See also: Files on Staff's Exhibit CD 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 130140-El EXHIBIT 121 

PARTY PSC Staff 
DESCRI PT ION GulPsiFEA's1 51 PODs, No.4 (Bates 1170-11 !J..... 
DATE and 1190-120::..:::._6 ________ _ 







122 

OPC's Response to 
Staff's First Set of Interrogatories 

(No.1) 

FLORIDA PUBLIC SERV ICE COMMI SSION 

D OCKET No. 130140-El EXHIBIT~_?.:_ _ _ 

pARTY ~PS~C::_':S~ta:::_ff--::---;:;-::-::::-:::~~---
D ESCRIPTION OPC' s/Staff's 1st ROG, No. 1 

D ATE-------

























123 

FEA's Responses to 
Staff's First Request for 

Production of Documents 
(Nos. 1-3) 

FLORIDA PUBLIC SERVICE COMMISSION 

D OCKET N 0. 130140-El EXH IBIT 123 

PARTY PSC Staff 
~~~~-----------

DESCRIPTJONFEA's/Staffs 15tPODs, Nos.1 -3 ---· 

D ATE -----------------------

















124 

Gulf's Responses to 
Staff's First Data Request 

in Docket #130092-EI 
(Nos. 1-23) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXH IBIT 124 
PARTY PSC Staff 

~~-=~------------
DESCRI PTION Gulfs/Staffs 1st Data Req, Nos. 1-23, 

DATE in Docket No. 130092-EI 



































































125 

Gulf's Responses to 
Staff's Second Data Request 

in Docket #130092-EI 
(Nos. 1-7) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-El EXHI BIT 125 

PARTY PSC Staff 
~----=----....::__-,---

D ESCRJ PTIONGulfs/Staff's 2"d Data Request, Nos. 1-7, 

D ATE in Docket No. 130092-EI 

































































































































126 

Gulf's Responses to 
Staff's First Data Request, 

including PODs 1-3, 
in Docket #130151-EI 

(Nos. 1-64) 

FLORIDA PUBLIC SERVICE COMM ISSION 

DOCKET No. 130140-El EXHIRIT 126 

PARTY PSC Staff 
~~=-~----------~ 

D ESCRIPT ION Gulfs/Staff's 1 st Data Request, Nos. 1-64, 

DATE PODs 1-3, in Docket No. 13_0_15_1-_EI ____ _ 





































































































































































































































127 

Gulf's Responses to 
Staff's Second Data Request, 

in Docket #130151-EI 
(Nos. 1-3) 

FLORIDA PlJBLIC SERVICE COMMISSION 

DOCKET No. ;;-;13:;-::0:-;:14-:-0-:::-EI _____ EXHIBIT l2? 
PARTY PSC Staff 

DESCRIPTION Gulf'-; I Staff's 2nd D~ta Request, Nos. 1-3 
DATE inDocketNo. 130151-EI 

-----------































































128 

Gulf's revised response to 
Staff's First Data Request, POD 1, 

in Docket #130151-EI 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 128 
----------------

pARTY PSC Staff 
~~~~--~~-----------

DESCRIPTION _2ulfs revised resp Staffs I st Data Request 
DATE POD 1, in Docket No. 130151-EI 



















129 

Gulf's clarification of responses to 
Staff's First and Second Data Request, 

in Docket #130151-EI 
(Nos. 1-9) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EJ EXHIBIT 129 

PARTY PSC Statf 
------

DESCRIPTION Gulf' s_ clarification of responses to Staff's 1st 

DATE _ an~_ 2nd Data Requests, Nos. 1-9, in 130151-EI 





































































130 

Gulf's second clarification 
of responses to 

Staff's First and Second Data 
Requests, in Docket #130151-EI 

(Nos. 1-2) 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET No. 130140-EI EXHIBIT 130 

PARTY PSC Staff 
~~--------------.----

DESCRIPTION Gulfs second clarification to Staffs 1 st and 

DATE 2"d Data Requests, Nos. 1-2, 130151-EI 

















131 

Gulf's revised response to 
Staff's First Data Requests, 

in Docket #130151-EI 
(Nos. 42) 

FLORIDA PIJBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 131 
PARTY ~P;;-:SC:::;-;:;-:St-:af;:;:-f------

DESCRIPTION_c;Julf's revised response to Staff's Ist Data 
DATE Data Request, No_ 42, in Docket No_ 130151-EI 
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Gulf's responses to 
Staff's Depreciation Report questions 

in Docket #130151-EI 
(Nos. 1-19) 
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D ESCRIPTIOl'i Gulfs/ Staffs Depreciation Report questions 
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Gulf's responses to 
Staff's follow-up Data Requests 

in Docket #130151-EI 
(Nos. 1-8) 
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pARTY PSC Staff 
___ EXHIBIT 133 

DESCRIPTION Gulf s/S;-:-ta::::;ff'~s-;:fo--:-;11-ow--u--p-:d-ata-r-eq--ue-st-s --

DATE No~~in Docket No. 130151-EI -"------
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Gulf's responses to 
OPC's First Set of Interrogatories 

in Docket #130151-EI 
(No. 65) 
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PARTY PSC Staff 

~~~~---------D ESCRIPTION Gulfs/OPC's 1 st ROG, No. 65, 
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TABLE 1. RESEARCH LITERATURE THAT STUDIES 
THE EFFICACY OF ANALYSTS' EARNINGS FORECASTS 

Abarbanell, J., and Reuven Lehavy (2003). "Biased forecasts or biased earnings? 
The role of reported earnings in explaining apparent bias and over/underreaction in 
analysts' earnings forecasts." Journal of Accounting & Economics 36: 105-146. 

Brown, L. D. (1997). "Analyst forecasting errors: additional evidence ." Financial 
Analysts Journal November/December: 81-88. 

Ciccone, S. J. (2005). "Trends in analyst earnings forecast properties. " 
International Review of Financial Analysis 14: 1-22. 

Clarke, J., Stephen P. Ferris, Narayanan Jayaraman, and Jinsoo Lee (2006). "Are 
analyst recommendations biased? Evidence from corporate bankruptcies." Journal 
of Financial and Quantitative Analysis 41(1): 169-196. 

Crichfield , T. , Thomas Dyckman and Josef Lakonishok (1978). "An evaluation of 
security analysts' forecasts." The Accounting Review 53(3): 651-668. 

Elton. E. J., Martin J. Gruber and Mustafa N. Gultekin (1984). "Professional 
expectations: accuracy and diagnosis of errors." Journal of Financial and 
Quantitative Analysis 19(4): 351-363. 

Givoly, 0. , and Josef Lakonishok (1984). "Properties of analysts' forecasts of 
earnings: a review and analysis of the research ." Journal of Accounting Literature 
3: 119-148. 

Keane , M. P., and David E. Runkle (1998). "Are financial analysts' forecasts of 
corporate profits rational." The Journal of Political Economy 106(4): 768-805. 

Yang, R., and Yaw M. Mensah (2006) . "The effect of the SEC's regulation fair 
disclosure on analyst forecast attributes ." Journal of Financial Regulation and 
Compliance 14(2): 192-209. 

FLORIDA PUBLIC SERVICE COMMISSION -

N 130 .40 E' EXHIBIT 13::> 
DOCKET 0. · l - 1 ----

PARTY Gult Power (Rebuttal) Vander Weid~ (NW-3) __ 

DESCRIPTION Research Literature, Models, Portfohos. 

DATE Calculation Models, MRR Portfolio 



LINE 
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 
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SUMMARY OF DISCOUNTED CASH FLOW ANALYSIS 
FOR ELECTRIC UTILITIES 

MODEL 
COMPANY Do Po GROWTH RESULT 
ALLETE 0.475 49.798 6.00% 10.4% 
Alliant Energy 0.470 50.925 4.80% 9.0% 
Amer. Elec. Power 0.490 44.533 4.00% 8.9% 
Avista Corp. 0.305 27.319 5.00% 10.1% 
CenterPoint Energy 0.207 23.928 4.50% 8.4% 
CMS Energy Corp. 0.255 27.155 5.87% 10.1% 
Dominion Resources 0.563 58.997 7.03% 11.4% 
DTE Energy 0.655 68.018 4.60% 8.9% 
Duke Energy 0.780 68.092 3.66% 8.7% 
FirstEnergy Corp. 0.550 37.590 1.74% 8.2% 
G't Plains Energy 0.217 22.929 6.43% 10.8% 
lntegrys Energy 0.680 58.342 5.00% 10.3% 
NextEra Energy 0.660 82.920 6.54% 10.2% 
Northeast Utilities 0.367 42.273 7.62% 11.7% 
Pepco Holdings 0.270 19.454 3.82% 10.1% 
Pinnacle West Capital 0.545 56.057 4.73% 9.2% 
PNM Resources 0.165 22.665 6.43% 9.6% 
Portland General 0.275 30.098 6.45% 10.7% 
SCANA Corp. 0.507 49.316 4.75% 9.4% 
Southern Co. 0.507 43.010 4.28% 9.6% 
TECO Energy 0.220 17.010 2.82% 8.6% 
UIL Holdings 0.432 38.637 7.41% 12.7% 
Wisconsin Energy 0.383 41.486 5.21% 9.0% 
Xcel Energy Inc. 0.280 28.502 4.91% 9.3% 
Average 9.8% 



Notes: 

Florida Public Service Commission 
Docket No. 130140-EI 
GULF POWER COMPANY 
Witness: James H. Vander Weide, Ph.D. 
Exhibit No. _ _ (JVW-3) 
Schedule 2 
Page 2 of 2 

do = Most recent quarterly dividend. 

d1 ,d2,d3,d4 = Next four quarterly dividends, calculated by multiplying the 
last four quarterly dividends by the factor (1 + g). 

Po = Average of the monthly high and low stock prices during 
the three months ending September 2013 per Thomson 
Reuters. 

FC = Flotation cost allowance (five percent) as a percent of stock 
price. 

g = 1/8/E/S forecast of future earnings growth September 2013 
from Thomson Reuters. 

k = Cost of equity using the quarterly version of the DCF 
model. 

d (1 + k)-75 + d (1 + k)·50 + d (1 + k)·25 + d k = 1 2 3 4+ g 
P0 (1 - FC) 
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COMPARISON OF DCF EXPECTED RETURN ON AN INVESTMENT IN 
ELECTRIC UTILITIES TO THE INTEREST RATE ON MOODY'S A-RATED 
UTILITY BONDS 

BOND RISK 
LINE DATE DCF YIELD PREMIUM 

1 Sep-99 0.1157 0.0793 0.0364 

2 Oct-99 0.1161 0.0806 0.0355 

3 Nov-99 0.1192 0.0794 0.0398 
4 Dec-99 0.1236 0.0814 0.0422 

5 Jan-00 0.1221 0.0835 0.0386 
6 Feb-00 0.1269 0.0825 0.0444 
7 Mar-00 0.1313 0.0828 0.0485 
8 Apr-00 0.1237 0.0829 0.0408 

9 May-00 0.1227 0.0870 0.0357 
10 Jun-00 0.1242 0.0836 0.0406 
11 Jul-00 0.1247 0.0825 0.0422 
12 Aug-00 0.1228 0.0813 0.0415 
13 Sep-00 0.1164 0.0823 0.0341 
14 Oct-00 0.1170 0.0814 0.0356 
15 Nov-00 0.1191 0.0811 0.0380 
16 Dec-00 0.1166 0.0784 0.0382 
17 Jan-01 0.1194 0.0780 0.0414 
18 Feb-01 0.1203 0.0774 0.0429 
19 Mar-01 0.1207 0.0768 0.0439 
20 Apr-01 0.1233 0.0794 0.0439 
21 May-01 0.1279 0.0799 0.0480 
22 Jun-01 0.1285 0.0785 0.0500 
23 Jul-01 0.1295 0.0778 0.0517 
24 Aug-01 0.1302 0.0759 0.0543 
25 Sep-01 0.1321 0.0775 0.0546 
26 Oct-01 0.1313 0.0763 0.0550 
27 Nov-01 0.1296 0.0757 0.0539 
28 Dec-01 0.1292 0.0783 0.0509 
29 Jan-02 0.1274 0.0766 0.0508 
30 Feb-02 0.1285 0.0754 0.0531 
31 Mar-02 0.1248 0.0776 0.0472 
32 Apr-02 0.1227 0.0757 0.0470 
33 May-02 0.1236 0.0752 0.0484 
34 Jun-02 0.1254 0.0741 0.0513 



35 Jul-02 
36 Aug-02 
37 Sep-02 
38 Oct-02 
39 Nov-02 
40 Dec-02 
41 Jan-03 
42 Feb-03 
43 Mar-03 
44 Apr-03 
45 Mav-03 
46 Jun-03 
47 Jul-03 
48 AuQ-03 
49 Sep-03 
50 Oct-03 
51 Nov-03 
52 Dec-03 
53 Jan-04 
54 Feb-04 
55 Mar-04 
56 Apr-04 
57 May-04 
58 Jun-04 
59 Jul-04 
60 Aug-04 
61 Sep-04 
62 Oct-04 
63 Nov-04 
64 Dec-04 

65 Jan-05 
66 Feb-05 
67 Mar-05 
68 Apr-05 
69 May-05 
70 Jun-05 
71 Jul-05 
72 Aug-05 
73 Sep-05 
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0.1337 0.0731 0.0606 
0.1300 0.0717 0.0583 
0.1272 0.0708 0.0564 
0.1291 0.0723 0.0568 
0.1242 0.0714 0.0528 

0.1226 0.0707 0.0519 
0.1195 0.0706 0.0489 
0.1233 0.0693 0.0540 
0.1212 0.0679 0.0533 
0.1170 0.0664 0.0506 
0.1095 0.0636 0.0459 
0.1047 0.0621 0.0426 
0.1072 0.0657 0.0415 
0.1064 0.0678 0.0386 
0.1029 0.0656 0.0373 
0.1009 0.0643 0.0366 
0.0985 0.0637 0.0348 
0.0946 0.0627 0.0319 
0.0921 0.0615 0.0306 
0.0916 0.0615 0.0301 
0.0912 0.0597 0.0315 
0.0925 0.0635 0.0290 
0.0962 0.0662 0.0300 
0.0961 0.0646 0.0315 
0.0953 0.0627 0.0326 
0.0966 0.0614 0.0352 
0.0951 0.0598 0.0353 
0.0953 0.0594 0.0359 
0.0918 0.0597 0.0321 
0.0920 0.0592 0.0328 
0.0925 0.0578 0.0347 
0.0917 0.0561 0.0356 
0.0918 0.0583 0.0335 
0.0924 0.0564 0.0360 
0.0910 0.0553 0.0356 
0.0911 0.0540 0.0371 
0.0899 0.0551 0.0348 
0.0900 0.0550 0.0350 
0.0923 0.0552 0.0371 



74 Oct-05 
75 Nov-05 
76 Dec-05 
77 Jan-06 
78 Feb-06 
79 Mar-06 
80 AQr-06 
81 May-06 
82 Jun-06 
83 Jul-06 
84 Aug-06 
85 SeQ-06 
86 Oct-06 
87 Nov-06 
88 Dec-06 
89 Jan-07 
90 Feb-07 
91 Mar-07 
92 Apr-07 
93 May-07 
94 Jun-07 
95 Jul-07 
96 Aug-07 
97 Sep-07 
98 Oct-07 
99 Nov-07 

100 Dec-07 
101 Jan-08 
102 Feb-08 
103 Mar-08 
104 Apr-08 
105 May-08 
106 Jun-08 
107 Jul-08 
108 Aug-08 
109 Sep-08 
110 Oct-08 
111 Nov-08 
112 Dec-08 
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0.0934 0.0579 0.0355 
0.0981 0.0588 0.0393 
0.0980 0.0580 0.0400 
0.0980 0.0575 0.0405 
0.1071 0.0582 0.0489 
0.1055 0.0598 0.0457 
0.1075 0.0629 0.0446 
0.1087 0.0642 0.0445 
0.1117 0.0640 0.0477 
0.1110 0.0637 0.0473 
0.1072 0.0620 0.0452 
0.1111 0.0600 0.0511 
0.1074 0.0598 0.0476 
0.1078 0.0580 0.0498 
0.1071 0.0581 0.0490 
0.1096 0.0596 0.0500 
0.1085 0.0590 0.0495 
0.1094 0.0585 0.0509 
0.1042 0.0597 0.0445 
0.1068 0.0599 0.0469 
0.1123 0.0630 0.0493 
0.1130 0.0625 0.0505 
0.1104 0.0624 0.0480 
0.1078 0.0618 0.0460 
0.1084 0.0611 0.0473 
0.1116 0.0597 0.0519 
0.1132 0.0616 0.0516 
0.1193 0.0602 0.0591 
0.1133 0.0621 0.0512 
0.1170 0.0621 0.0549 
0.1159 0.0629 0.0530 
0.1162 0.0627 0.0535 
0.1136 0.0638 0.0499 
0.1172 0.0640 0.0532 
0.1191 0.0637 0.0554 
0.1185 0.0649 0.0536 
0.1280 0.0756 0.0524 
0.1312 0.0760 0.0552 
0.1301 0.0654 0.0647 



113 Jan-09 

114 Feb-09 
115 Mar-09 
116 Apr-09 
117 May-09 

118 Jun-09 
119 Jul-09 
120 Aug-09 

121 Sep-09 
122 Oct-09 
123 Nov-09 
124 Dec-09 
125 Jan-10 
126 Feb-10 
127 Mar-10 
128 Apr-10 
129 May-10 
130 Jun-10 
131 Jul-10 
132 Aug-10 
133 Sep-10 
134 Oct-10 
135 Nov-10 
136 Dec-10 
137 Jan-11 
138 Feb-11 
139 Mar-11 
140 Apr-11 
141 May-11 
142 Jun-11 
143 Jul-11 
144 Aug-11 
145 Sep-11 
146 Oct-11 
147 Nov-11 
148 Dec-11 
149 Jan-12 
150 Feb-12 
151 Mar-12 
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0.1241 0.0639 0.0602 
0.1269 0.0630 0.0639 
0.1286 0.0642 0.0644 
0.1266 0.0648 0.0617 
0.1242 0.0649 0.0593 
0.1220 0.0620 0.0600 
0.1174 0.0597 0.0577 
0.1158 0.0571 0.0587 
0.1152 0.0553 0.0599 
0.1153 0.0555 0.0598 
0.1196 0.0564 0.0633 
0.1095 0.0579 0.0516 
0.1112 0.0577 0.0535 
0.1091 0.0587 0.0504 
0.1076 0.0584 0.0492 
0.1111 0.0582 0.0529 
0.1093 0.0552 0.0541 
0.1088 0.0546 0.0541 
0.1078 0.0526 0.0552 
0.1057 0.0501 0.0557 
0.1059 0.0501 0.0558 
0.1044 0.0510 0.0534 
0.1051 0.0536 0.0514 
0.1053 0.0557 0.0497 
0.1044 0.0557 0.0487 
0.1041 0.0568 0.0473 
0.1044 0.0556 0.0488 
0.1020 0.0555 0.0465 
0.0994 0.0532 0.0462 
0.1043 0.0526 0.0517 
0.1019 0.0527 0.0492 
0.1050 0.0469 0.0581 
0.1016 0.0448 0.0568 
0.1032 0.0452 0.0580 
0.1014 0.0425 0.0589 
0.1024 0.0435 0.0589 
0.1016 0.0434 0.0582 
0.0974 0.0436 0.0538 
0.0971 0.0448 0.0523 



152 Apr-12 
153 May-12 
154 Jun-12 
155 Jul-12 
156 Aug-12 

157 Sep-12 
158 Oct-12 
159 Nov-12 
160 Oec-12 
161 Jan-13 

162 Feb-13 
163 Mar-13 
164 Apr-13 
165 May-13 
166 Jun-13 
167 Jul-13 
168 Aug-13 
169 Sep-13 

Florida Public Service Commission 
Docket No. 130140-EI 
GULF POWER COMPANY 
Witness: James H. Vander Weide, Ph.D. 
Exhibit No. __ (JVW-3) 
Schedule 3 
Page 5 of 6 

0.0994 0.0440 0.0554 
0.0981 0.0420 0.0561 
0.0962 0.0408 0.0554 
0.0963 0.0393 0.0570 
0.0972 0.0400 0.0572 

0.0968 0.0402 0.0566 
0.0978 0.0391 0.0587 
0.0935 0.0384 0.0551 
0.0962 0.0400 0.0562 
0.0968 0.0415 0.0553 

0.0956 0.0418 0.0538 
0.0976 0.0420 0.0556 
0.0966 0.0400 0.0566 
0.0970 0.0417 0.0553 
0.0990 0.0453 0.0537 
0.0978 0.0468 0.0510 
0.0958 0.0473 0.0485 
0.0950 0.0480 0.0470 

Notes: Utility bond yield information from Mergent Bond Record (formerly Moody's). See 
Appendix 4 in my direct testimony for a description of my ex ante risk premium approach. DCF 
results are calculated using a quarterly DCF model as follows: 

do 
Po 

g 
k 

= Latest quarterly dividend per Value Line, Thomson Reuters 
= Average of the monthly high and low stock prices for each month per Thomson 

Reuters 
= 1/B/E/S forecast of future earnings growth for each month. 
= Cost of equity using the quarterly version of the DCF model. 

k = [ do ( 1 + g )~ + ( 1 + g) i ]4 -1 
P0(1-FC) 



1 
2 
3 
4 
5 
6 
7 
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EX ANTE RISK PREMIUM COST OF EQUITY 
intercept coefficient/(1 -serial correlation coefficient = 0.0812 
Bond coefficient {0.5432) 
Bond yield= I 0.0664 
Bond coefficient x Bond yield = (0.0361) 
Ex Ante Risk Premium 0.0451 
Bond yield= I 0 .0664 
Ex Ante Risk Premium Cost of Equity = 11.2% 

Forecast bond yield calculated from Value Line and EIA forecast data. Value Line Selection & Opinion (August 
23, 2013) projects an AM-rated Corporate bond yield equal to 6.0 percent. The August 2013 average spread 
between A-rated utility bonds and Aaa-rated Corporate bonds is nineteen basis points (A-rated utility, 
4.73 percent, less Aaa-rated Corporate, 4.54 percent. equals nineteen basis points). Adding nineteen basis 
points to the 6.0 percent Value Line AAA Corporate bond forecast equals a forecast yield of 6.19 percent for 
the A-rated utility bonds. The EIA at April2013 forecasts an AA-rated utility bond yield equal to 6.88 percent. 
The average spread between AA-rated utility and A-rated util ity bonds at August 2013 is twenty basis points 
(4.73 percent less 4.53 percent). Adding twenty basis points to EIA's 6.88 percent AA-utility bond yield 
forecast equals a forecast yield for A-rated utility bonds equal to 7.08 percent. The average of the forecasts 
(6.19 percent using Value Line data and 7.08 percent using EIA data) is 6.64 percent. 
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EX POST RISK PREMIUM COST OF EQUITY 

LINE 
1 Risk Premium S&P 500 4.4% 
2 Risk Premium S&P Utilities 3.7% 
3 Average Risk Premium 4.1% 
4 Forecast Yie ld A-utility bond 6.6% 
5 Flotation 0.23% 
6 Risk Premium Cost of Equity 10.9% 

See Vander Weide Direct testimony, Exhibit _(JVW-1) Schedule 3 and 
Exhibit _(JVW-1) Schedule 4 for ex post risk premium data. 
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CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY 
USING THE IBBOTSON® SBBI® 6.7 PERCENT RISK PREMIUM 

LI NE VALUE DESCRIPTION 
Long-term Treasury bond yield 

1 Risk-free Rate 5.17% forecast 
2 Beta 0.73 Average Beta Electric Utilities 
3 Risk Premium 6.7% Long-horizon SBBI risk premium 
4 Beta x Risk Premium 4.9% 
5 Flotation 0.23% 
6 Model Result 10.3% 

Ibbotson SBBI risk premium from 2013 Ibbotson• SBBI• Stocks, Bonds, Bills, and Inflation• Valuation 
Yearbook; Value Line beta for comparable companies. Value Line beta for comparable utilities from Value Line 
Investment Analyzer. Forecast 20-year Treasury bond yield from Value Line Selection & Opinion, August 2013 
and EIA 2013. Value Line forecasts a yield on 10-year Treasury notes equal to 4.0 percent. The current 
spread between the average August 2013 yield on 10-year Treasury notes (2.74 percent) and 20-year 
Treasury bonds (3.49 percent) is seventy-five basis points. Adding seventy-five basis points to Value Line's 
4 .0 percent forecasted yield on 1 0-year Treasury notes produces a forecasted yield of 4. 75 percent for 20-year 
Treasury bonds (see Value Line Investment Survey, Selection & Opinion, August 23, 2013). EIA forecasts a 
yield of 4.84 percent on 10-year Treasury notes. Adding the seventy-five basis point spread between 10-year 
Treasury notes and 20-year Treasury bonds to the EIA forecast of 4.84 percent for 10-year Treasury notes 
produces an EIA forecast for 20-year Treasury bonds equal to 5.59 percent. The average of the forecasts is 
5.17 percent (4.75 percent using Value Line data and 5.59 percent using EIA data). 
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VALUE LINE BETAS FOR COMPARABLE UTILITIES 

VALUE LINE 
LINE COMPANY BETA 

1 ALLETE 0.70 
2 Alliant Energy 0.75 
3 Amer. Elec. Power 0.70 
4 Avista Corp. 0.70 
5 CenterPoint Energy 0.80 
6 CMS Energy Corp. 0.75 
7 Dominion Resources 0.70 
8 DTE Energy 0.75 
9 Duke Energy 0.60 
10 FirstEnergy Corp. 0.80 
11 G't Plains Energy 0.80 
12 lntegrys Energy 0.90 
13 NextEra Energy 0.70 
14 Northeast Utilities 0.75 
15 Pepco Holdings 0.75 
16 Pinnacle West Capital 0.70 
17 PNM Resources 0.90 
18 Portland General 0.75 
19 SCANA Corp. 0.65 
20 Southern Co. 0.55 
21 TECO Energy 0.85 
22 UIL Holdings 0.75 
23 Wisconsin Energy 0.65 
24 Xcel Energy Inc. 0.65 
25 Average 0.73 



LINE 
1 
2 
3 
4 
5 
6 
7 
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CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY 
USING DCF ESTIMATE OF THE EXPECTED RATE OF RETURN ON THE 

MARKET PORTFOLIO 

VALUE DESCRIPTION 
Risk-free Rate 5.17% Long-term Treasury bond yield forecast 
Beta 0.73 Average Beta Electric Utilities 
DCF S&P 500 12.4% DCF Cost of Equity S&P 500 (see following) 
Risk Premium 7.3% 
Beta x Risk Premium 5.3% 
Flotation cost 0.23% 
Model Result 10.7% 
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CALCULATION OF CAPITAL ASSET PRICING MODEL COST OF EQUITY 
USING DCF ESTIMATE OF THE EXPECTED RATE OF RETURN ON THE 

MARKET PORTFOLIO (continued) 

MODEL 
LINE COMPANY Po Do GROWTH RESULT 

1 3M 113.14 2.54 10.67% 13.2% 
2 ABBOTT LABORATORIES 35.59 0.56 11 .87% 13.6% 
3 ACCENTURE CLASS A 74.30 1.62 10.12% 12.5% 
4 AETNA 62.65 0.80 11 .57% 13.0% 
5 AIR PROS.& CHEMS. 99.88 2.84 9.15% 12.3% 
6 AIR GAS 100.38 1.92 12.57% 14.7% 
7 ALLERGAN 90.04 0.20 12.86% 13.1% 
8 ALLSTATE 49.10 1.00 9.06% 11.3% 
9 ALTERA 34.23 0.60 12.00% 14.0% 
10 AMERICAN EXPRESS 75.19 0.92 11 .80% 13.2% 
11 AMERICAN INTL.GP. 45.88 0.40 11 .32% 12.3% 
12 AMGEN 103.73 1.88 8.96% 10.9% 
13 ANALOG DEVICES 46.83 1.36 11 .00% 14.3% 
14 AON CLASS A 66.02 0.70 10.20% 11.4% 
15 ASSURANT 52.34 1.00 9.67% 11.8% 
16 AT&T 35.13 1.80 6.46% 12.0% 
17 AUTOMATIC OAT A PROC. 70.45 1.74 9.67% 12.4% 
18 BALL 43.89 0.52 9.50% 10.8% 
19 BAXTERINTL. 71 .05 1.96 8.81% 11.8% 
20 BB&T 34.49 0.92 8.36% 11.3% 
21 BECTON DICKINSON 99.60 1.98 9.29% 11.5% 
22 BEST BUY 29.82 0.68 8.05% 10.5% 
23 BRISTOL MYERS SQUIBB 44.75 1.40 8.20% 11.6% 
24 BROWN-FORMAN 'B' 69.78 1.02 11.63% 13.3% 
25 C R BARD 110.96 0.84 10.02% 10.9% 
26 CABLEVISION SYS. 17.51 0.60 10.75% 14.6% 
27 CARDINAL HEALTH 49.09 1.21 10.50% 13.2% 
28 CHUBB 85.71 1.76 9.97% 12.2% 
29 CIGNA 74.14 0.04 10.93% 11.0% 
30 CINTAS 46.96 0.64 9.97% 11.5% 
31 CISCO SYSTEMS 24.82 0.68 9.10% 12.1% 
32 COACH 55.16 1.35 9.79% 12.5% 
33 COCA COLA 40.00 1.12 7.90% 11.0% 
34 COCA COLA ENTS. 36.62 0.80 9.87% 12.3% 
35 COLGATE-PALM. 58.60 1.36 9.00% 11.6% 



36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 

- - --------------------------------------------------------------------

CONAGRA FOODS 
COSTCO WHOLESALE 
COVIDIEN 
csx 
DANAHER 
DEERE 
DOMINION RESOURCES 
DOVER 
DOW CHEMICAL 
DR PEPPER SNAPPLE GROUP 
EIDUPONTDENEMOURS 
EASTMAN CHEMICAL 
EATON 
EMERSON ELECTRIC 
EOG RES. 
ESTEE LAUDER COS.'A' 
EXPEDIA 
FAMILY DOLLAR STORES 
FED EX 
FIDELITY NAT.INFO.SVS. 
FLUOR 
FMC 
FRANKLIN RESOURCES 
GARMIN 
GENERAL ELECTRIC 
GENERAL MILLS 
HONEYWELL INTL. 
HUMANA 
ILLINOIS TOOL WORKS 
INGERSOLL-RAND 
INTERNATIONAL BUS.MCHS. 
INTERPUBLIC GP. 
JOY GLOBAL 
KROGER 
LBRANDS 
LINCOLN NAT. 
LINEAR TECH. 
L YONDELLBASELL INDS.CL.A 
MACY'S 
MARRIOTT INTL.'A' 
MARSH & MCLENNAN 
MCDONALDS 
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35.21 1.00 10.58% 13.7% 
113.30 1.24 13.47% 14.7% 
59.58 1.04 8.69% 10.6% 
24.61 0.60 12.10% 14.9% 
64.93 0.10 11.37% 11 .5% 
83.41 2.04 8.00% 10.7% 
57.40 2.25 6.88% 11 .1% 
82.14 1.50 12.53% 14.6% 
34.78 1.28 7.63% 11.6% 
46.43 1.52 7.53% 11 .1% 
56.23 1.80 7.73% 11 .2% 
75.12 1.20 9.03% 10.8% 
66.08 1.68 11 .87% 14.7% 
58.49 1.64 9.50% 12.6% 

142.48 0.75 12.00% 12.6% 
66.84 0.72 12.57% 13.8% 
54.20 0.60 10.97% 12.2% 
66.64 1.04 11 .32% 13.1% 

104.08 0.60 13.36% 14.0% 
44.39 0.88 12.18% 14.4% 
61 .85 0.64 13.53% 14.7% 
64.13 0.54 12.05% 13.0% 
47.86 0.39 13.75% 14.7% 
37.57 1.80 5.57% 10.7% 
23.80 0.76 9.80% 13.3% 
49.74 1.52 7.90% 11 .2% 
80.51 1.64 10.40% 12.7% 
87.17 1.08 9.27% 10.6% 
71 .28 1.68 11 .63% 14.3% 
58.74 0.84 11 .03% 12.6% 

194.66 3.80 9.96% 12.1% 
15.47 0.30 12.42% 14.6% 
51 .04 0.70 10.33% 11 .9% 
36.44 0.60 9.07% 10.9% 
54.04 1.20 11 .37% 13.9% 
39.34 0.48 9.37% 10.7% 
38.72 1.04 10.49% 13.5% 
67.96 2.00 11 .10% 14.4% 
47.75 1.00 12.32% 14.7% 
40.94 0.68 11 .80% 13.7% 
40.68 1.00 12.10% 14.9% 
97.82 3.08 8.45% 11 .9% 



78 MEAD JOHNSON NUTRITION 
79 METLIFE 
80 MICROSOFT 
81 MONDELEZ INTERNATIONAL CL.A 
82 MORGAN STANLEY 
83 NASDAQ OMX GROUP 
84 NATIONAL OILWELL VARCO 
85 NETAPP 
86 NEWELL RUBBERMAID 
87 NIKE'B' 
88 NORDSTROM 
89 NORTHEAST UTILITIES 
90 NVIDIA 
91 OMNICOM GP. 
92 ORACLE 
93 PATTERSON COMPANIES 
94 PAYCHEX 
95 PEOPLES UNITED FINANCIAL 
96 PEPSICO 
97 PERKIN ELMER 
98 PHILIP MORRIS INTL. 
99 PPG INDUSTRIES 
100 PRAXAIR 
101 PREC.CASTPARTS 
102 PROCTER & GAMBLE 
103 PROGRESSIVE OHIO 
104 PVH 
105 QUEST DIAGNOSTICS 
106 RALPH LAUREN CL.A 
107 REYNOLDS AMERICAN 
108 ROCKWELL AUTOMATION 
109 ROCKWELL COLLINS 
110 ROSS STORES 
111 SCRIPPS NETWORKS INTACT. 'A' 
112 SHERWIN-WILLIAMS 
113 ST.JUDE MEDICAL 
114 SUNTRUST BANKS 
115 SYMANTEC 
116 TARGET 
117 THE HERSHEY COMPANY 
118 TIFFANY & CO 
119 TIME WARNER 
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76.76 1.36 9.30% 11 .2% 
46.94 1.10 8.53% 11 .1% 
33.64 0.92 8.63% 11 .6% 
30.38 0.56 11 .16% 13.2% 
26.03 0.20 10.60% 11 .5% 
32.19 0.52 12.33% 14.2% 
70.95 1.04 10.37% 12.0% 
39.95 0.60 13.18% 14.9% 
26.53 0.60 9.37% 11.9% 
63.20 0.84 11.47% 13.0% 
59.75 1.20 11 .08% 13.3% 
42.24 1.47 7.62% 11 .4% 
14.43 0.30 12.00% 14.3% 
63.60 1.60 9.54% 12.3% 
32.09 0.48 10.68% 12.3% 
39.53 0.64 11 .33% 13.1% 
38.17 1.40 10.00% 14.1% 
14.78 0.65 7.41% 12.2% 
82.13 2.27 8.30% 11 .3% 
34.07 0.28 11 .43% 12.4% 
88.33 3.40 10.13% 14.4% 

155.03 2.44 8.95% 10.7% 
117.60 2.40 11 .10% 13.4% 
226.94 0.12 13.55% 13.6% 

78.20 2.41 8.05% 11 .4% 
25.47 0.28 9.95% 11 .2% 

125.42 0.15 11.90% 12.0% 
59.96 1.20 12.50% 14.8% 

175.82 1.60 11 .25% 12.3% 
49.14 2.52 7.70% 13.3% 
90.73 2.08 12.10% 14.7% 
67.82 1.20 9.55% 11 .5% 
66.11 0.68 12.37% 13.5% 
70.23 0.60 14.00% 15.0% 

176.51 2.00 13.00% 14.3% 
48.43 1.00 8.64% 10.9% 
33.08 0.40 10.03% 11.4% 
24.31 0.60 8.94% 11 .7% 
69.70 1.72 10.71% 13.5% 
91 .28 1.94 9.85% 12.2% 
77.10 1.36 12.09% 14.1% 
60.36 1.15 12.81% 15.0% 



120 TIME WARNER CABLE 
121 TJX COS. 
122 TRAVELERS COS. 
123 UNITED PARCEL SER.'B' 
124 UNITEDHEAL TH GP. 
125 UNUM GROUP 
126 US BANCORP 
127 VF 
128 VIACOM '8' 
129 WAL MART STORES 
130 WALT DISNEY 
131 WESTERN UNION 
132 WYNN RESORTS 
133 XILINX 
134 YUM! BRANDS 
135 Market-weighted Average 
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110.02 2.60 11 .83% 14.5% 
51 .27 0.58 11 .26% 12.5% 
81 .75 2.00 8.57% 11 .2% 
87.15 2.48 11 .07% 14.3% 
68.35 1.12 8.78% 10.6% 
30.14 0.58 8.47% 10.6% 
36.50 0.92 9.25% 12.0% 

191 .70 3.48 11 .04% 13.1% 
71.52 1.20 12.64% 14.5% 
75.63 1.88 9.10% 11 .8% 
64.15 0.75 12.32% 13.6% 
17.45 0.50 8.72% 11 .9% 

133.66 4.00 10.50% 13.8% 
42.57 1.00 9.80% 12.4% 
71.49 1.34 11 .32% 13.4% 

12.4% 

Notes: In applying the DCF model to the S&P 500. I included in the OCF analysis only those companies in the 
S&P 500 group which pay a dividend, have a positive growth rate. and have at least three analysts' long-term growth 
estimates. I also eliminated those 25% of companies with the highest and lowest OCF results. a decision which had no 
impact on my CAPM estimate of the cost of equity. 

Do 
Po 

g 
k 

Current dividend per Thomson Reuters. 
Average of the monthly high and low stock prices during the three months ending September 2013 
per Thomson Reuters. 
118/EJS forecast of future earnings growth September 2013. 
Cost of equity using the quarterly version of the OCF model shown below: 
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STEVEN M. FETTER 

1240 West Sims Way 
Port Townsend , WA 98368 

732-693-2349 
RegUnF@gmail.com 
www.RegUnF.com 

University of Michigan Law School, J.D. 1979 
[Bar Memberships: U.S. Supreme Court, New York, Michigan] 
University of Michigan, A.B. Media (Communications) 1974 

President- REGULATION UnFETTERED- Port Townsend, Washington 

Founder of advisory firm providing regulatory, legislative, financial, legal and 
strategic planning advisory services for the energy, water and 
telecommunications sectors, including public utility commissions and consumer 
advocates; federal and state testimony; credit rating advisory services; 
negotiation, arbitration and mediation services ; skills training in ethics, 
negotiation, and management efficiency. 

Service on Boards of Directors of: Central Hudson (Fortis Inc. subsidiary) 
(Chairman, Governance and Human Resources Committee); and Previously CH 
Energy Group (Chairman, Governance and Nominating Committee; Member, 
Audit Committee; Lead Independent Director; and Chairman, Audit Committee 
and Compensation Committee} , National Regulatory Research Institute, 
Keystone Energy Board, and Regulatory Information Technology Consortium; 
Member, Wall Street Utility Group: Participant, Keystone Center Dialogues on 
RTOs and on Financial Trading and Energy Markets. 

October 1993 - April 2002 
Group Head and Managing Director; Senior Director - Global Power Group, 

Fitch IBCA Duff & Phelps- New York I Chicago 

Manager of 18-employee ($15 million revenue) group responsible for credit 
research and rating of fixed income securities of U.S. and foreign electric and 
natural gas companies and project finance: Member. Fitch Utility Securitization 
Team. 
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DOCKET No. 130140-El EXHIBIT --~'~-
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Led an effort to restructure the global power group that in three years time 
resulted in 75% new personnel and over 100% increase in revenues, 
transforming a group operating at a substantial deficit into a team-oriented profit 
center through a combination of revenue growth and expense reduction. 

Achieved national recognition as a speaker and commentator evaluating the 
effects of regulatory developments on the financial condition of the utility sector 
and individual companies; Cited by Institutional Investor (9/97) as one of top utility 
analysts at rating agencies; Frequently quoted in national newspapers and trade 
publications including The New York Times, The Wall Street Journal, International 
Herald Tribune, Los Angeles Times, Atlanta Journal-Constitution, Forbes and 
Energy Daily; Featured speaker at conferences sponsored by Edison Electric 
Institute, Nuclear Energy Institute, American Gas Assn., Natural Gas Supply 
Assn., National Assn. of Regulatory Utility Commissioners (NARUC), Canadian 
Electricity Assn. ; Frequent invitations to testify before U.S. Senate (on C-Span) 
and House of Representatives, and state legislatures and utility commissions. 

Participant, Keystone Center Dialogue on Regional Transmission Organizations; 
Member, International Advisory Council, Eisenhower Fellowships; Author, "A 
Rating Agency's Perspective on Regulatory Reform," book chapter published by 
Public Utilities Reports, Summer 1995; Advisory Committee, Public Utilities 
Fortnightly. 

March 1994- April 2002 
Consultant - NYNEX - New York, Ameritech - Chicago, Weatherwise USA -

Pittsburgh 

Provided testimony before the Federal Communications Commission and state 
public utility commissions; Formulated and taught specialized ethics and 
negotiation skills training program for employees in positions of a sensitive nature 
due to responsibilities involving interface with government officials, marketing, 
sales or purchasing; Developed amendments to NYNEX Code of Business 
Conduct. 

October 1987 - October 1993 
Chairman; Commissioner- Michigan Public Service Commission - Lansing 
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Administrator of $15-million agency responsible for regulating Michigan's public 
utilities, telecommunications services, and intrastate trucking, and establishing an 
effective state energy policy; Appointed by Democratic Governor James 
Blanchard; Promoted to Chairman by Republican Governor John Engler (1991) 
and reappointed (1993). 

Initiated case-handling guideline that eliminated agency backlog for first time in 23 
years while reorganizing to downsize agency from 240 employees to 205 and 
eliminate top tier of management; MPSC received national recognition for 
fashioning incentive plans in all regulated industries based on performance, 
service quality, and infrastructure improvement. 

Closely involved in formulation and passage of regulatory reform law (Michigan 
Telecommunications Act of 1991) that has served as a model for other states; 
Rejuvenated dormant twelve-year effort and successfully lobbied the Michigan 
Legislature to exempt the Commission from the Open Meetings Act, a 
controversial step that shifted power from the career staff to the three 
commissioners. 

Elected Chairman of the Board of the National Regulatory Research Institute (at 
Ohio State University); Adjunct Professor of Legislation, American University's 
Washington College of Law and Thomas M. Cooley Law School; Member of 
NARUC Executive, Gas, and International Relations Committees, Steering 
Committee of U.S. Environmental Protection Agency/State of Michigan Relative 
Risk Analysis Project, and Federal Energy Regulatory Commission Task Force 
on Natural Gas Deliverability; Eisenhower Exchange Fellow to Japan and 
NARUC Fellow to the Kennedy School of Government; Ethics Lecturer for 
NARUC. 

August 1985 - October 1987 
Acting Associate Deputy Under Secretary of Labor; Executive Assistant to the 

Deputy Under Secretary - U.S. Department of Labor -Washington DC 

Member of three-person management team directing the activities of 60-
employee agency responsible for promoting use of labor-management 
cooperation programs. Supervised a legal team in a study of the effects of U.S. 
labor laws on labor-management cooperation that has received national 
recognition and been frequently cited in law reviews (U.S. Labor Law and the 
Future of Labor-Management Cooperation, w/S. Schlossberg, 1986). 
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Senate Majority General Counsel; Chief Republican Counsel - Michigan Senate 
-Lansing 

Legal Advisor to the Majority Republican Caucus and Secretary of the Senate; 
Created and directed 7 -employee Office of Majority General Counsel; Counsel, 
Senate Rules and Ethics Committees; Appointed to the Michigan Criminal Justice 
Commission, Ann Arbor Human Rights Commission and Washtenaw County 
Consumer Mediation Committee. 

March 1982 - January 1983 
Assistant Legal Counsel - Michigan Governor William Milliken - Lansing 

Legal and Labor Advisor (member of collective bargaining team); Director, 
Extradition and Clemency; Appointed to Michigan Supreme Court Sentencing 
Guidelines Committee, Prison Overcrowding Project, Coordination of Law 
Enforcement Services Task Force. 

October 1979 - March 1982 
Appellate Litigation Attorney - National Labor Relations Board - Washington 

DC 

Other Significant Speeches and Publications 

The "A" Rating (Edison Electric Institute Perspectives, May/June 2009) 

Perspective: Don't Fence Me Out (Public Utilities Fortnightly, October 2004) 

Climate Change and the Electric Power Sector: What Role for the Global Financial 
Community (during Fourth Session of UN Framework Convention on Climate 
Change Conference of Parties, Buenos Aires, Argentina, November 3, 
1998)( unpublished) 

Regulation UnFettered: The Fray By the Bay, Revisited (National Regulatory 
Research Institute Quarterly Bulletin, December 1997) 
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The Feds Can Lead ... By Getting Out of the Way (Public Utilities Fortnightly, June 1, 
1996) 

Ethical Considerations Within Utility Regulation , w/M. Cummins (National Regulatory 
Research Institute Quarterly Bulletin , December 1993) 

Legal Challenges to Employee Participation Programs (American Bar Association , 
Atlanta, Georgia, August 1991) (unpublished) 

Proprietary Information, Confidentiality, and Regulation's Continuing Information 
Needs: A State Commissioner's Perspective (Washington Legal Foundation, July 
1990) 
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securities-the riskier the debt, the more expensive 
the financing. Regarding equities, declining stock 
prices and rising bond yields convey the same 
message. The impact on debt and equity financing 
from mounting risk compounds the difficulty and 
expense to gain access to the public markets. 

Because the ratemaking process is intended to 
help foster capital attraction for utilities, regula
tors need to consider these new risk levels in their 
deliberations. 

A primary focus should be on debt and credit 
ratings. In their analysis of utility debt, credit rat
ing agencies place considerable emphasis on the 
regulatory environment in which companies op
erate. History suggests that heightened risk levels 
in the financial markets will bring even greater 
scrutiny from rating agencies with regard to regu
latory support of maintaining utilities' financial 
strength. 

In the wake of the California energy crisis, Eruon 

A Ra ing 
By Steven M. Fetter 

hen I came to the Michigan Public Service Commission in 
1987, the average regulated electric utility had a relatively 
solid credi t rating-in the A- to BBB+ range, comfortably 

investment-grade-and utilities borrowed money for capital improve
ments rather easily. In 1992, close to 65 percent were A- or higher, 
and around 25 percent were in the BBB rating category. By 1998, 61 
percent were A- or higher, with 31 percent in the BBB category. 

Today the average rating for the sector is slightly above a BBB rat
ing-still investment-grade, but now just 18 percent of electric com
panies are A- or higher, and more than 62 percent are in the BBB range. 

The downward trend in utility ratings toward BBB seemed accept
able during the past decade-utilities could still borrow, relying on 
their regulated positions and growing demand; and dividend-paying 
stocks became more attractive to equity investors. It seemed that cash
flow and liquidity requirements no longer needed to be as high as for 
A-rated companies. 

Today's capital markets, however, are experiencing a worldwide 
economic crisis, and the country is in severe recession. Indeed, the 
current economic turmoil has resulted in some utilities within the BBB 
category experiencing difficulty in accessing the capital markets. Even 
when capital is available, it is often at significantly higher costs and 
upon less favorable terms and conditions. 

While the financial crisis has led to increases in debt and equity 
risk premiums for all utilities, these increases have been more consis
tently applied to utilities on the lower end of the credit rating scale, re
sulting in significantly higher cost of debt capital for ass utilities than 
lor A-rated ones. A December 2008 report released by J.P. Morgan, 
·conservative Capital Structures: Reclaiming the Throne; opined that 
·generally, firms' lowest cost of capital is now reached at credit ratings 
that are about lour notches higher than they were 18 months ago .... 
This trend is driven by a widening gap between the availability and 
costs of debt for higher and lower-rated firms." And as Garry Brown, 
chairman of the New York Public Service Commission says, "there is a 
clear relationship between a utility's bond rating and its ability to bor
row at a reasonable cost, particularly in t.imes of economic dislress." 

Unlike the broader industrial sector, which can delay capital in
vestment in times of duress, electric utilities carry a responsibility 
to expend capital when needed to ensure safe and reliable service to 
customers. They do not have the option of substantially cutting back 

44 ELECTRIC PERSPECTIVES 

operations during difficult economic times. As 
Brown further notes, "Large capital programs ... 
make it very importantlhat electric utilities 
continue to have access to the financial markets, 
and regulatory policies should support utilities' 
ability to raise capital." 

Flexibility In a Crisis 
Here are two examples, admittedly extreme, that 
illustrate differing capabilities of an A-level util
ity and a ass-level one. On September 11, 2001, 
Con Edison held an A+ credit rating. In the face 
of the terrorist events of that day, the utility was 
able immediately to initiate one of the largest 
infrastructure recovery efforts any industry has 
ever faced, without seeking special treatment 
from suppliers or lenders. The company's credit 
rating and outlook never stuttered as it pro
ceeded to bring businesses in lower Manhattan 
back to full function. 

In the other example, Entergy New Orleans 
had seen its corporate credit rating improve 
from BBB with a credit watch negative to BBB 
with a stable outlook. Then, in August 2005, 
Hurricane Katrina devastated the utility's infra
structure and customer base. Huge impacts, to 
be sure, but the utility also laced resistance from 
contractual counterparties to provide supplies 
and assistance. The utility soon filed for bank
ruptcy, allowing its parent company, Entergy 
Corporation, to provide $200 million in funds to 
support the long process of reorganization and 
recovery. (Entergy New Orleans emerged from 
bankruptcy in June 2007 with a BBB- rating.) 

These examples came long before the current financial market 
crisis, but they demonstrate that a credit profile in the A category 
provides substantial flexibility lor a regulated utility's management to 
respond to customer needs while respecting investor interests. 

New Era 
The discussions among executives, regulators, and Wall Street that fo
cused on diversification in the 1980s and 1990s and industry restruc
turing in the 1990s and 2000s have now shifted to risk management, 
rate-recovery mechanisms, pre-approval, putting construction work in 



bankruptcy, and collapse of the merchant power 
sector in 2001-2002-and after considerable criti
cism of their failure to have anticipated the severe 
problems-rating agencies moved swiftly to alter 
credit ratings for merchant generation and utility 
companies. Those events were industry-specific, 
however, and today's circumstances have an im
pact on the global economy. Yet, the agencies
which once again are the object of public censure 
due to insufficient or inaccurate action in relation 
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to the subprime mortgage situation-are more 
likely than not to err on the side of caution in their 
rating activities. 

It is important to note that at the onset of the last 
major utility capex cycle in the 1970s and 1980s, the 
industry's senior debt was largely rated A and AA. As 
of December 31 , 2008, with companies poised to 
embark on a significant new construction initiative 
in the context of a major financial crisis, the aver
age senior debt rating was BBB. (See Figure 3.) The 

The bottom line is that electric utilities 
must collect sufficient cash flow through rates 
to maintain strong credit rating metrics. This 
is especially true for companies needing to 
proceed with major generation construction, 
notwithstanding the negative economic envi
ronment. S&P has highlighted cash flow as the 
single most critical aspect of all credit rating 
decisions. And liQuidity is the lifeblood of day
to-day utility management flexibility. 

To get the right amount can be rough go
ing. In February 2009, to bolster liQuidity and 
support their credit ratings, Ameren Corpora
tion and Great Plains Energy substantially 
cut their dividends. The result on the eQUity 
side for those companies was a drop in stock 
price during the subseQuent month of 35-45 
percent. Certainly other utilities are watching 
the fallout from those decisions to determine 
whether internal cost-cutting can serve as 
more than a stopgap solution to liQuidity 
stresses or whether they wi ll have to follow the 
same volatile dividend reduction path. 

Stil l, the A rating is positive for all stake
holders within the regulatory process-lower 
financing costs accrue to the benefit of cus
tomers through the ratemaking process; and 
the lower costs serve to maintain investor 
support and provide a degree of flexibility to 
respond to unforeseeable events. 

Notwithstanding the current financial crisis, 
many utilities need to make substantial new 
capital investment, including a new generation 
of nuclear construction, to serve forecasted 

progress into rate base, and other means of supporting utility credit 
profiles during periods of substantial capital investment. That change 
in focus should be encouraging for state regulators. Perhaps we have 
returned to a time when it would be in the interest of both companies 
and regulators to work in concert to support stronger credit profiles 
for regulated electric utilities (optimally in the A category), for the 
good of both consumers and investors. Even a strong BBB+ rating 
provides a measure of downside protection from the serious ills that 
would accompany a utility falling below investment-grade or even 
dropping to borderl ine BBB- status. 

load growth. As a former state regulator and bond rater, I believe the 
optimal strategy is for utilities and their regulators to work in concert 
to ensure strong cash flow. Sustained and constructive regulatory sup
port will be a major factor in how both investors and rating agencies 
will perceive electric utilities during these uncertain economic times. 
A shared commitment to financial stability will go a long way toward 
allowing A-rated companies to remain at that more secure level and 
provide hope for others that are endeavoring to move up to it. 
Steve Fetter is president of Reouia/lon UnFettered. former chairman of the Michigan 
PSC, and former head of the (Jiobat power oroup at Fitch Ralin(JS. 
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Residential Energy Sales Model 
Impact of Independent Variables on Energy Sales and Base Revenue 

May-Dec 2014 Compared to May-Dec 2013 

Independent Variables 

Real Disposable Income per Household 
Weather 
Price Decline Index 
Price Increase Index 

Total Change 

Change in Change in 
Energy Sales Base Revenue 

GWh $ in Millions 
37.6 $1 .6 

0.0 0.0 
2.3 0.1 

(81 .8) (3.5) 
(41 .9) $(1 .8) 

FLORIDA PUBLIC SERVICE COMMISSION 37 
EXHIBIT 1 

DOCKETNO. 130140-EI -----~:--- -
,~, 1lt Power (Rebuttal)/R. Alexander (RJA-2) 

PARTY u. "d . 1 E y Sales Model-lmpact of 
DESCRIPTIO!"' Resl entia ·nerg .·. 
DATE IndepVa;-Energy Sales, Base Revenu~ Companson 
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Account 343 - Prime Movers Combined Cycle 
(In OOO's) 

Actual Actual End of Year 
Year Additions Retirements Balance 

2008 $ $ 572 $ 94,1 23 
2009 62 94,061 
2010 38,812 18,742 114,131 
2011 336 769 113,698 
2012 483 249 113,932 

Sept 2013 YTD 21,795 19,657 116,070 

Average $ 10,238 $ 6,675 $ 107,669 

Projected Projected End of Year 
Year Additions Retirements Balance 
2014 $ 1,700 $ 950 $ 116,820 
2015 1,750 950 117,620 
2016 31,900 19,193 130,327 

Average $ 11,783 $ 7,031 $ 121,589 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKETNO. 130140-El EXHIBIT 138 

PARTY Gult Power (Rebuttal)M. Burroughs (MLB-2) 

DESCRIPTION Acct 343- Prime Movers Combined Cycle 

DATE 
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Docket No. 130140-EI DESCRIPTIO"! Prior base rate case testimony 

DATE 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

Q. 

A. 

Q. 
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000857 

In our prior rate case, Plant Smith Unit 3 was In i1s ftrst full year of 

operation. As discussed later in the benchmark variance justification for 

Production Other, the budget for Plant Smith has risen significantly since 

the last rate case. Simlle.rly, the average projected cost associated with 

Smith 3 in the period 2011-2015 of $7.3 million is $1.7 million higher than 

the average cost in the historical period 2006 through 2010 of $5.6 million. 

Once again, this increase is being driven by an increase in maintenance 

expense lttat is directly related to repairing equipment that was relatively 

new in the historical period. 

The fourth reason you gave for the increase of Production O&M expenses 

between the 2006-2010 historical period and the 2011-2015 projected 

period was the addition of new generating units (Perdido}. Please 

address how this affects the relative levels of Production O&M expenses 

in those time periods. 

Gulf added new generation at Perdido in October 2010. There were no 

O&M expenses associated with this facility in the years 2005 through 

2009. In addition, there was less than a full year of expenses in 2010; 

however, the years 2011 through 2015 fully reflect the annual O&M 

expense assoclat&d with the Perdido facility. 

The final reason you gave as to why the 2012 level of Production O&M 

expenses is more representative of ongoing levels of Production O&M 

levels than the levels of Production O&M levels during the period 2006-

2010 relates to Gulf's efforts to control expanses to avoid asking for a 

Docket No. 1 10138-Ef Page 32 Witness: Raymond W. Grove 
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base rate Increase at a time when Gulf's customers were struggling 

through the worst economic downturn since the Great Depression. Please 

address that point in more detail. 

This Is best explained by looking at the allowed Produc1ion O&M 

expenses in the 200212003 test year, the actual Production O&M 

expenses In 2006 through 2010 and the budget levels of Production O&M 

expenses for 2011 through 2015. There was a dear trend of an increase 

in Production O&M expenses from the 200.212003 test year level of 

$76,996,000 in Gulfs last rate case through the actual level In 2008 of 

$88,424,000. (Actual Production O&M expense f()( 2006 through 2010 is 

shown on Exhibit RWG-1, Schedule 7). Then, in 2009, Gulf decreased Its 

Production O&M expenses to $84.209,000. This $4,215,000 reduction In 

Production O&M expenses was part of the effort that Gulf undertook to 

defer Its need to ask for base rate relief. 

This reduction in Produe11on O&M expenses In 2009 was not done without 

careful deliberation. We prioritized oor maintenance decisions to address 

critical issues. We took the approach of trying to perform as much 

maintenance as we could on our larger units that are dispatched more 

often, and we did not perform selective maintenance on smaler units 

which, If they experienced forced outages, would not as severely Impact 

overall rellabUity. 

A similar effort was undertaken In 2010, but In that year we could no 

longer driVe down Production O&M costs. They had to increaae. 

Doci<et No. 11 01 38-EJ Page33 Witness: Raymond W. Grove 
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Although our internal budget process had developed and submitted a 

2 Production budget of $94,665,000, we were able to hold actual expenses 

3 to $92,889,000. Once again, we prioritized maintenance, but we dld It to 

4 avoid having to ask for a base rate Increase during a time of weak 

s eoonomie recovery and high unemployment. We made caJculaled risk 

6 assessments of what maintenance had to be performed. Our EFOA 

7 performance indicator shows Gulf was able to make these reductions 

8 while we continued to maintain excellent performance. 

9 

JO a. Does the level of Gulfs actual expenses In 2009 and 2010 indicate that it 

11 is not necessary for Gulf to spend Production O&M at the levels 

12 suggested by Its 2011 budget process? 

13 A. Absolutely not. A wetl maintained system suoh as Gulfs can forego some 

14 scheduled maintenance for a limited period of time without a severe risk of 

15 adverse consequences. However, It cannot forego scheduled 

16 malntenanee over an extended pertod of time without prediCtable adverse 

17 consequences In unit performance, system reliability and ultimately 

18 customer satisfacti?n. Gulf hu no prudent choice other than to increase 

19 Production O&M expenses to avoid these adverse consequences. 

20 Continued operation at these levels of Production O&M 18 simply too rtsky 

21 for our cwrtomers. It Is time to lncrea.se Gulf' a Production O&M expenses 

22 and recognize those levels on a going forward basis. 

23 

24 

25 
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Plant Smith Units 1 and 2 Evaluation Flow Diagram 
Pr mary 
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Scrubber is a higher cost alternative than Injection (ACI 
and DSI) for MATS compliance 
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Transmtssion Upgrades (Must Run). Will be compared to 
Rettre and Replace Offsite with Transmission Upgrades 

Evaluated Option- h!Qher cost option than with 
Transmission Upgrades. Only feasible option with no 
transmission upgrades. thus transmission upgrades are 
prudent 

ReplaGe 0Aaite &+------- 1) Short MATS compliance window. 
2) Htgh cost of add1ng finn natural gas 

Replace Offsite 
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prudency of transmission upgrades 
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FILED JUL 01 , 201 3 
DOCUMENT NO. 03682-13 
FPSC - COMMISSION CLERK 

FLORIDA D EPARTMENT OF 

ENVIRONMF.~TAL PROTECTION Rlt K "I Ul I 
I ol)\ f I{ \I II{ BOB MAifi'INEZ CENTER 

2600 BLAIRS'! ONE ROAD 
TALLAHASSEE. FLORIDA 32399-2400 

Sent by Electronic Mail 

June 28,2013 

Mr. Braulio Baez 
Executive Director 
florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Gulf Power Company 
Compliance Strategy, Mercury and Air Taxies Rule 
Docket No. 130007-EI 

Dear Mr. Baez, 

Ill R )( Ill· I ' I \ 1:-.. Y ·\f{l) IR 
SFCRE.T ·\R Y 
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The Florida Department of Environmental Protection's Division of Air Resource Management 
recently met wi th representatives ofGulfPower Company to discuss Gulfs compliance strategy 
in relation to the U.S. Envi ronmental Protection Agency's recent Mercury and Air Taxies Rule 
("MATS"). Gulf described its evaluation to determine the most reasonable and prudent options 
to comply with this rule, while ensuring that it continues to meet its reliability obligations. I 
understand that the Public Service Commission currently is reviewing Gulfs updated 
environmental compl iance plan, which includes the Plant Crist and Plant Smith Transmission 
Upgrades Projects forMATS compliance. I am sending this letter to confirm that, from the 
Department's perspective, installing or upgrading transmission lines is a valid opt ion to comply 
with and meet the regulatory requirements of MATS. 

In the preamble to the final MATS rule, EPA discussed the possibility that some companies 
might need to install or upgrade transmission to allow specific units to comply with the rule. 77 
Fed. Reg. 9,409-11 (Feb. 16, 2012). EPA discussed this transmission-compliance option in the 
context of maintaining system/grid rel iabili ty while specific units installed controls or retired. in 
order to comply with the April 16,20 IS compliance deadline. EPA specifically concluded that 
transmission upgrades fall within the scope of'·installation ofcontrols" for purposes of seeking 
an extension to this deadline where there are reliabil ity concerns. The Department appropriately 
will defer to the Commission regarding reliability assessments associated with Gulfs plans, but, 
as the permit authority. is comfortable with Gulfs plans at th is state to achieve compliance with 
MATS. 

" 
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The Department would view an order from the Commission approving Gulfs updated 
environmental compliance program to be sufficient indication that Gulf's MATS-related plan tor 
transmission system upgrades in regards to Plant Crist and Plant Smith are necessary and 
appropriate in terms of the continuing func tionality of the electric grid. The current timetable for 
a Commission decision, which I understand is scheduled for July 30, 2013, would meet our 
needs. 

lfyou have any questions regarding this information, please contact me at (850) 717-9000. 

Sincerely, 

Brian Accardo, Director 
Division of Air Resource Management 
Department of Environmental Protection 

BA/vg 

cc: Ann Cole, PSC Clerk 
James 0. Vick, Gulf Power Company 
Jeff Littlejohn, FDEP 

I I \ I I ' I 



EXHIBIT "A" 

JUSTIFICATION FOR CONFIDENTIAL TREATMENT OF 
PORTIONS OF TESTIMONY OF OPC WITNESS CALDWELL 

£age and Exhibit Nos. D~tail~d D~s~riQtiQ!l 

Schedule 1 of Exhibit PCC-2 "Gulf Confidential in its entirety 
Power Company Ten Year Transmission 
Plans." 

Rational~ 

(1) 

(l) Gulf Power's Ten Year Transmission Plan is a forward looking document which sets 
forth in great detail potential vulnerabilities in Gulf Power's transmission system along 
with numerous detailed options for addressing those potential vulnerabilities. The 
system reliability risks/requirements discussed in this Plan are considered Critical Energy 
Infrastructure Information as defined by the Federal Energy Regulatory Commission. 
Disclosure of this non-public information could pose a security risk to Gulfs system and 
to the bulk electric system as a whole whether through cyber-attack, physical attack or 
some combination thereof. This information is subject to confidential classification 
pursuant to section 366.093(3)(c), Florida Statutes. Additionally, premature disclosure of 
the details surrounding planned equipment purchases and projected capital costs could 
negatively impact Gulfs ability to obtain favorable pricing with vendors of such 
equipment. This information is subject to confidential classification pursuant to section 
366.093(3)(e), Florida Statutes. 

FLORIDA PUBLIC SERVICE COMMISSION 
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PARTY Gult Power (Reb )p. Chris Caldwell (PCC-2) 
DESCRIPTION Transmission Ten Year Plan 

DATE CONFIDENTIAL 



FLORIDA PIJBLIC SERVICE COMMISSION 

DOCKETNO. 130140-EI EXHIBIT 142 

PARTY Gult Power (Reb)A. G. Strickland (AGS-2) 

DESCRIPTION 2013 Sum CVB Rank, Perceived Value Rank 

DATE Residential and General, Business 

2013 Summary CVB Rank Chart 
All Customer Classes 
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Reshaping Health Care, The 18th Annual Towers watson/National Business Group 
Health Employer Survey on Purchasing Value in Health Care (2013) 

Multi-Industry .Annual trends 

Trend /llt8r Plan Trend Before Plan 
Ye• and Contribution and Contribution 

Changes Changes 
2013 5.1% 7.0% 

2012 5.2% 6.8% 

2011 5.4% 8.0% 

2010 6.0% 8.0% 

2009 7.0% 8.0% 

2008 6.0% 9.0% 

Survey Respondent Information 

Region• Percent Industry Group 

National 
25% 

Energy and 
Utilities 

Northeast 
24% 

Financial 
Services 

South 
13% 

General services 

Mdwest 23% Health Care 
West 15% rr and Telecom 

Manufacturing 

Rnpondents Total Number 
Public Sector 
and Education 
Wholesale and 

Employers 
583 Retail 

*where majority of benefit-eligible workforce is located 
**numbers may not add due to rounding differences 

Percem-

7% 

16% 

8% 
13% 
11% 

30% 

4% 

9% 
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PRODUCTIVITY AND COSTS BY INDUSTRY: 
SELECTED SERVICE-PROVIDING AND MINING INDUSTRIES, 2011 

Labor productivity - defined as output per hour - rose in 63 percent of the 52 service-providing and 
mining industries studied in 20 II , the U.S. Bureau of Labor Statistics reported today. This was down 
from 67 percent in 20 I 0. Unit labor costs, which reflect the total labor costs required to produce a unit 
of output. declined in 35 percent of the industries in 20 II. compared to 44 percent in 20 I 0. 

More industries recorded gains in output and in hours in 20 II than in the previous year. (See chart I and 
table 1.) Output rose in 37 of the 52 service-providing and mining industries studied in 20 II , an increase 
from 32 industries in 2010. Hours rose in 29 ofthe industries in 2011 compared to 14 in 2010. Both 
output and hours rose in more industries in 20 I I than in any year since 2006. 

Chart 1. Number of service-providing and mining industries with increases in 
productivity, output, and hours, 2010 and 2011 
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Unit labor costs fell in 17 of 47 service-providing industries in 20 I I, down from 23 industries in 20 I 0. 
but in only I of the 5 mining industries. Unit labor costs declined more frequently in industries where 
productivity rose, as productivity gains offset movements in hourly compensation. Almost 90 percent of 
the industries with declines in unit labor costs in 20 II posted gains in productivity. · 

Industry labor productivity measures are updated and revised as data become available. The latest 
productivity measures for service-providing and mining industries and industries in other sectors are 
available on the BLS Labor Productivity and Costs web site at http://www.bls.gov/ lpc/iprprodydata.htm. 
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Service-Providing Industries: Output per hour increased in 2011 in 32 of the 47 industries studied. In 
most of these industries, productivity rose as output growth was accompanied by declines or more 
modest increases in hours. Several industries posted double-digit productivity gains as a result: wireless 
telecommunications carriers; passenger car rental; photography studios, portrait; and photofinishing. 

In a few industries, productivity rose as declining output was met with even greater reductions in hours: 
postal service; couriers and messengers; video tape and disc rental; tax preparation services; drinking 
places (alcoholic beverages); reupholstery and furniture repair; and coin-operated laundries and 
drycleaners. 

Mining Industries: Output per hour declined in four of the five detai led mining industries studied in 
2011, as hours rose while output fell or grew more slowly. Only nonmetallic mineral mining and 
quarrying posted a productivity increase. The overall mining sector experienced a double-digit decline in 
productivity, as labor hours increased more than four times as much as output. 

Chart 2 shows the 2011 percent change in productiv ity in the 20 largest service-providing and mining 
industries. Among these industries, automotive repair and maintenance recorded the largest productivity 
increase, as output growth was accompanied by a modest decrease in hours. Productivity fe ll the most in 
power generation and supply, where hours rose while output declined. 

Chart 2. Percent change in output per hour in the largest (by employment) service-providing 
and mining industries, 2010-2011 
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More industries posted productivity gains over the 1987-20 I I period than in 20 II. Chart 3 contrasts the 
distribution of productivity changes over the long tenn with those in the most recent year. Between 1987 
and 20 II, labor productivity increased in 85 percent of the detailed service-providing and mining 
industries, with over 70 percent of industries recording average annual productivity growth between 0.1 
and 4.0 percent per year. In 20 II, only 27 percent of industries recorded productivity growth in that 
range. Industry productivity perfonnance in 20 I I was more widely distributed, with 37 percent of 
industries posting productivity declines and 37 percent posting productivity gains of 4.1 percent or more. 

Chart 3. Distribution of percent change in output per hour, 1987-2011 and 2010-2011 
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The measures in this news release incorporate data from the 20 II Service Annual Survey published by 
the Census Bureau, as well as the March 2013 annual benchmark revision of the BLS Current 
Employment Statistics (CES) survey. All of the measures for 20 II in this release are prel iminary and 
subject to revision. The industries included in this release are classified according to the 2007 NAICS. 
Whi le the rates of change reported in this news release are rounded to one decimal place, all industry 
productivity percent changes are calculated using index numbers rounded to three decimal places. 

Year-to-year movements in industry productivity may be erratic, particularly in smaller industries. The 
annual measures based on sample data may differ from measures generated by a census of 
establishments in the industry. Annual changes in an industry's output and use of labor may reflect 
cyclical changes in the economy as well as long-tenn trends. As a result, long-tenn productivity trends 
tend to be more reliable indicators of industry perfonnance than year-to-year changes. 

Customers can subscribe to the industry productivity program's news releases on the BLS website at 
https://subscriptions.bls.gov/accounts/USDOLBLS/subscriber/new. More detailed data, including 
indexes, annual rates of change, and levels are avai lable on the Labor Productivity and Costs web site at 
www.bls.gov/ lpc. Additional infonnation is available by calling the Division of Industry Productivity 
Studies (202-69 1-5618) or by sending a request by email to dipsweb@ bls.gov. lnfonnation in this report 
will be made available to sensory-impaired individuals upon request. Voice phone: 202-691 -5618; TDD 
message referral phone number: 1-800-877-8339. 
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Labor P roductivity: The industry labor productivity measures describe the relationship between 
industry output and the labor time involved in its production. They show the changes from period to 
period in the amount of goods and services produced per hour. Although the labor productivity measures 
relate output to hours of all persons in an industry, they do not measure the specific contribution of labor 
or any other factor of production. Rather, they reflect the joint effects of many influences, including 
changes in technology; capital investment; uti lization of capacity, energy, and materials; the use of 
purchased services inputs, including contract employment services; the organization of production; 
managerial skill ; and the characteristics and effort of the workforce. 

Output: Industry output is measured as an annual-weighted index of the changes in the various products 
or services (in real terms) provided for sale outside the industry. Rea l industry output is usually derived 
by deflating nominal sales or values of production using BLS price indexes, but for some industries it is 
measured by physical quantities of output. 

Industry output measures are constructed primarily using data from the economic censuses and annual 
surveys of the U.S. Census Bureau, U.S. Department of Commerce, together with information on price 
changes primari ly from BLS. Other data sources include the Energy Information Administration, U.S. 
Department of Energy; the Bureau of Transportation Statistics, U.S. Department of Transportation; the 
U.S. Geological Survey, U.S. Department of the Interior; the U.S. Postal Service; the Postal Rate 
Commission; and the Federal Deposit Insurance Corporation. 

Labor Hours: The primary source of industry employment and hours data is the BLS Current 
Employment Statistics (CES) survey. The CES provides monthly data on the number of total and 
nonsupervisory worker jobs held by wage and sa lary workers in nonfarm establishments, as well as data 
on the average weekly hours of nonsupervisory workers in those establishments. CES data are 
supplemented with data from the Current Population Survey (CPS) to estimate employment and hours of 
self-employed and unpaid family workers in each industry. Data from the CPS, together with CES data, 
are also used to estimate the historical average weekly hours of supervisory workers for each industry. 
CES and CPS data are supplemented or further disaggregated for some industries using data from the 
BLS Quarterly Census of Employment and Wages (QCEW), the Census Bureau, or other sources. Other 
sources of employment and hours data for some service industries include the Association of American 
Railroads, the U.S. Department of Transportation, and the U.S. Postal Service. Hours of all persons in an 
industry are treated as homogeneous and are directly aggregated. 

Unit Labor Costs: Unit labor costs represent the cost of labor required to produce one unit of output. 
The unit labor cost indexes are computed by dividing an index of industry labor compensation by an 
index of real industry output. Unit labor costs also describe the relationship between compensation per 
hour and real output per hour (labor productivity) . Increases in hourly compensation increase unit labor 
costs; increases in labor productivity offset compensation increases and lower unit labor costs. 

Labor Compensation: Labor compensation, defined as payroll plus supplemental payments, is a 
measure of the cost to the employer of securing the services of labor. Payroll includes salaries, wages, 
commissions, dismissal pay, bonuses, vacation and sick leave pay, and compensation in kind. 
Supplemental payments include legally required expenditures and payments for voluntary programs. 
The legally required portion consists primarily of Federal old age and survivors' insurance, 
unemployment compensation, and workers' compensation. Payments for voluntary programs include all 
programs not specifically required by legislation, such as the employer portion of private health 
insurance and pension plans. 
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Table 1. Percent change in output per hour, unit labor costs, and related data, 2010-2011 

Industry 

Mining Industries 

NAICS 
code 

Mining ... ................. ... . .. ... . ............... .. ... . .. ................... . . 21 
Oil and gas extraction. . ... .. .. ... .... . . .. ... . ........ .. . ...... .. . ...... 211 
Oil and gas extraction................................ .... .................... 2111 
Mining, except oil and gas............... .. .......... . ................. .... .. 212 
Coal mining .. ......... .. ... . ... . .. . . . ... ... . ...... .. .. .. ........... . ....... . ... 2121 
Metal ore mining........ . . . . . . . . .. . . . . . . . . . . . . . . . . .. ..... ................ .. . . 2122 
Nonmetallic mineral mining and quarrying .. .. ..... .. .................. . ... 2123 
Support activities for mining.................................... ... ...... . ... 213 
Support activities for mining....... .. ...... .. .. .... .. .. .. .......... 2131 

Utilit ies 

Power generation and supply.. .......... .. . . .. .. .. .. . . .. .. . . . . .. .. .. . .. . . . . 2211 
Natural gas distribution ........... . . .. ..... .... .... ........ ........ ........... 2212 

Transportation and Warehousing 

Air transportation.. . . . . . ... . ....... . ......... . . . ............... .. ... . ...... . . . . 481 
Line-haul railroads......... .. ............................ ... .............. . ... 482111 
Truck transportation. ..................... .... .............. ... . .......... . ... 484 
General freight trucking ...... . . . ............ ............ . . .. ... .. . ...... . . .. . 4841 
General freight trucking, local. .... . ....... . .......... ...... . ...... ..... .... . 48411 
General freight trucking, long-distance ...... .. ..... .. ................. . .... 48412 
Used household and office goods moving.. .... .. ......................... 48421 
Postal service. ..... .. .. . .... .. ............ . ......... .. . .......... .. .. . .. ... ... 491 
Postal service........................ .. .. . . ........................... . . .. . ... 4911 
Couriers and messengers. ......... .. . . .... .......... .. . ..................... 492 
Warehousing and storage.................................................... 493 
Warehousing and storage.... .......... .... .................................. 4931 
General warehousing and storage..... ..... ......... .. ....... ... ........... 49311 
Refrigerated warehousing and storage ........................ .. . .... ...... 49312 

Information 

Publishing..... . . .. . . . .. . . .. .. . .. . .. . . .. . . .. . .. . . . . .... .... ... . .. . . .. . .... .. .. . 511 
Newspaper, book, and directory publishers............ ...... .. .. . .. ....... 5111 
Software publishers. .. . .. .. .. .. . .. .. .. .. . .. .. .. .. .. .. .. .. .. 5112 
Motion picture and video exhibition...... .... .......... .. .... . . .. . . . . ...... . 51213 
Broadcasting, except internet........ ................... .. . ...... .. .......... 515 
Radio and television broadcasting.... .. .. ...... .......... .......... ... . .. .. 5151 
Cable and other subscription programming................................ 5152 
Wired telecommunications carriers . . . ... .. ... ... . . . . . .. . . . . ... . .... .... . .. . 5171 
Wireless telecommunications carriers.... . ....... . ....... .... .. ............ 5172 

Finance and Insurance 

Commercial banking ......... .. .. . ........... .. ....... .. .... .. .. .. .. .. . 52211 

Real Estate and Rental and Leasing 

Passenger car rental. ........... ... .. ........... . ... . ..... . ........ ..... .. ... 532111 
Truck, trailer and RV rental and leasing....................... . .. .......... 53212 
Video tape and disc rental. . . ... . ... . ................................ .. .... .. 53223 

Professional and Technical Services 

Tax preparation services ................... .. .. ... ........... . . ... . .. .. .... .. 541213 
Architectural services ........... . . . . .. .. ............. .. . ...... ..... .. ......... 54131 
Engineering services ................................. ............... ....... .. 54133 
Advertising agencies................ ................ ........ ..... ............ 541 81 
Photography studios, portrait. ................. . . ... ..... . ........... . .. .. ... 541921 

Administrative and Waste Services 

Employment placement agencies. . . . .. .. . .. .. . . . .. . . .. . . . . . . . .. .. . . .. . .. . . . 561311 
Travel arrangement and reservation services ....... •......... •.. . ..... ... 5615 
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2011 
Employment 
(thousands) 

759.3 
173.0 
173.0 
221 .2 
87.5 
42.4 
91 .3 

365.1 
365.1 

398.4 
107.9 

425.2 
179.4 

1,495.8 
1,078.7 

281 .8 
796.9 
86.6 

630.9 
630.9 
561 .3 
659.4 
659.4 
552.6 

51 .0 

788.8 
517.2 
271 .6 
124.3 
291 .4 
215.9 

75.5 
590.1 
169.6 

1,314.5 

101.0 
55.8 
41 .2 

147.7 
177.4 
921 9 
194.6 
69.0 

237.9 
213.9 

Output 
per hour 

-11 .3 
-11.0 
-11 .0 
-5.1 
-4.6 

-18.5 
2.8 

-3.0 
-3.0 

-5.6 
4.3 

0.3 
-2.7 
1.1 

2.3 
2.4 
2.5 

-12.1 
1.1 
1.1 
0.6 
3.3 
3.3 
6.0 

-11.8 

1.0 
-1.7 
1.0 

-0.1 
3.5 
0.5 
7.5 
6.3 

10.0 

-2.8 

15.2 
5.9 

43.3 

1.2 
5.3 

-1 .7 
-0.8 
11.7 

9.0 
-2.0 

Percent change, 2010-2011 

H r Labor Unit labor 
Output ou s compensation costs 

4.2 
4.7 
4.7 
2.7 
5.0 

-2.0 
4.3 

19.9 
19.9 

-4.5 
0.7 

1.9 
3.8 
5.1 
5.3 
7.7 
4.8 

-3.5 
-2.7 
-2.7 
-0.5 
8.1 
8.1 

10.1 
-1.8 

2.4 
-2.5 
6.4 

-2.3 
2.9 
0.8 
4.8 
0.9 

10.5 

-1.0 

17.5 
17.6 
17.6 
8.2 

10.1 
20.2 

1.4 
23.6 
23.6 

1.1 
-3.4 

1.6 
6.8 
4.0 
2.9 
5.2 
2.2 
9.8 

-3.8 
-3.8 
-1.1 
4.6 
4.6 
3.9 

11.3 

1.4 
-0.8 
5.3 

-2.2 
-0.6 
0.3 

-2.5 
-5.2 
0.5 

1.8 

12.9 -2.0 
4.1 -1.7 

-16.0 -41 .4 

-0.4 
3.9 
1.9 
5.0 
1.4 

15.7 
5.4 

-1 .6 
-1.4 
3.6 
5.9 

-9.2 

6.1 
7.5 

16.6 
10.3 
10.3 
10.2 
12.3 
19.8 
0.9 

27.3 
27.3 

3.9 
3.9 

3.7 
10.5 
7.5 
6.5 
7.0 
6.3 
57 

-0.5 
-0.5 
5.0 
4.1 
4.1 
3.8 
5.5 

6.2 
1.6 

10.3 
-1.4 
3.6 
2.8 
5.1 

-2.8 
5.6 

5.2 

2.7 
3.9 

-30.4 

7.7 
2.6 
3.6 
9.8 

-0.4 

8.0 
6.7 

11 .9 
5.4 
5.4 
7.3 
6.9 

22.3 
-3.3 
6.2 
6.2 

8.8 
3.2 

1.7 
6.4 
2.3 
1.1 

-0.7 
1.4 
9.5 
2.3 
2.3 
5.6 

-3.7 
-3.7 
-5.8 
7.5 

3.7 
4.2 
3.7 
0.9 
0.7 
2.1 
0.3 

-3.7 
-4.5 

6.3 

-9.1 
-0.2 

-17.1 

8.1 
-1.2 
1.7 
4.5 

-1.9 

-6.7 
1.3 
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Table 1. Percent change in output per hour, unit labor costs, and related data, 2010-2011 -Continued 

NAICS 
2011 Percent change. 2010-2011 

Industry code 
Employment Output 

Output Hours 
Labor Unit labor 

(thousands) per hour compensation costs 

Travel agencies .............. ... .. . ... ............... .. .. .. . . . ..... .. . ....... 56151 98.2 3.5 6.5 2.9 9.6 29 
Janitorial services ............ .. ............... . ... . ....... . ................... 56172 1,262.2 2.5 4.0 1.5 3.5 -0.5 

Health Care and Social Assistance 

Medical and diagnostic laboratories . ............ .. ......... . ........ .. ..... 6215 243.6 -2.2 3.9 6.3 3.4 -0.5 
Medical laboratories .................................................... ...... 621511 168 0 -1 .1 7.2 8.4 3.8 -3.2 
Diagnostic imaging centers . ............ . .......... .. ........ . . .. .... .. ...... 621512 75.7 -2.6 -1.4 1.3 2.8 4.2 

Arts, Entertainment, and Recreation 

Amusement and theme parks ........ ·· ······ ···· ···· ··· 71311 144.3 -0.9 4.6 5.5 5.0 0.3 
Bowling centers .................. . ........................................ .. .. 71395 68.6 -0.6 4.3 4.9 1.0 -3.1 

Accommodation and Food Services 

Accommodation and food services .. . ..... .. ........ . .. . ... ... ... ...... .. . 72 11 ,698.6 0.8 3.6 2.7 4.9 1.3 
Accommodation ........ ... ............... . ... . ........... .. . ... ........ .. ..... 721 1,825.3 4.9 3.6 -1.3 5.1 1.5 
Traveler accommodation .................................... . . .. .... ....... .. 7211 1,752.2 4.8 3.5 -1 .2 5.1 1.5 
Food services and drinking places ........ . ........................... ...... 722 9,873.3 -0.1 3.6 3.6 4.9 1.2 
Full-service restaurants ............. .. .. .... . ........... . .................... 7221 4,647.7 1.3 5.0 3.7 5.0 0.0 
Limited-service eating places ..................... . ....... ..... .. .. ....... . . . 7222 4,165.5 -2.1 2.8 5.0 3.7 0.9 
Special food services .. .. . ....... .. .. . .............. .... , ..... ....... ......... 7223 692.4 3.3 2.5 -0.8 8.6 6.0 
Drinking places (alcoholic beverages) ........ .. ··························· 7224 367.7 2.1 -0.3 -2.4 3.3 3.7 

Other Services 

Automotive repair and maintenance ........................... . .... . ....... 8111 1,034.9 7.7 3.4 -4.0 -0.9 -4.1 
Reupholstery and furniture repair .................... . .. ................. ... 81142 19.7 5.5 -0.3 -5.5 2.7 3.0 
Personal care services . . ................................ . ................... . 8121 1 '104.3 6.6 3.2 -3.2 -3.0 -6.0 
Hair, nail and skin care services .................. . ..... . . . .... ... .. .. .... .. 81211 923.1 5.4 2.1 -3.2 -2.7 -4.7 
Funeral homes and funeral services .. .. .. . ................................. 81221 104.3 -4.5 0.3 5.0 2.8 2.4 
Drycleaning and laundry services .. .. .. . .. .... .. .... ... . . .... .. .. ........... 8123 320.4 9.4 3.6 -5.3 0.7 -2.8 
Coin-operated laundries and drycleaners ................ .. ................ 81231 41 .9 15.7 -0.3 -13.8 2.0 2.3 
Drycleaning and laundry services .......... . .............................. .. 81232 155.1 9.4 1.9 -6.9 -2.0 -3.8 
Linen and uniform supply ..... .... ..... .. ........ . .. ......................... 81233 123.4 7.5 6.5 -0.9 2.4 -3.8 
Photofinishing . . ...... . .. . ............................. . . .. ............... . .... 81292 14.4 16.6 10.4 -5.3 13.9 3.2 
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Table 2. Average annual percent change in output per hour, unit labor costs, and related data, 1987-2011 

Industry 

Mining Industries 

Mining ........................................................................................... . 
Oil and gas extraction ....................................•..................................... 
Oil and gas extraction .....................................•••.•.••...••....... ................. 
Mining, except oil and gas .................................................................... . 
Coal mining .............................................. ....... . .. . ... . ........................ . 
Metal ore mining ..................................................... .. ...... .. ........ ... .. ... . 
Nonmetallic mineral mining and quarrying ............. .. ... ...... .. . .................. .. ... . 
Support activities for mining ..... , ............. . ............... . . .......... . .................. . 
Support activities for mining ................... ... .. . ......... ... ............................ . . 

Utilities 

Power generation and supply ...... .. .. ...... .... .... ......... .. ...... .......... .. ... . ... .. ... . 
Natural gas distribution ................................................. ...................... . . 

Transportation and Warehousing 

Air transportation ...... , ............................... . .. .. .. .. ................................ . 
Line-haul railroads ........................................................ ..................... . 
Truck transportation ' ................................................ . .. ....................... . 
General freight trucking' ...................................................................... . 
General freight trucking. local' .............. ................................................. . 
General freight trucking, long-distance .......................... .......... ... ............... . 
Used household and office goods moving ................ . ..... .. . .... ..................... . 
Postal service .................................................................................. . 
Postal service ............................................. ..................................... . 
Couriers and messengers ..................................................................... . 
Warehousing and storage' .................................. . ..... . .. ... ..................... . 
Warehousing and storage 1 ................................................................... . 

General warehousing and storage' .................................... ....... . ... .. ........ . 
Refrigerated warehousing and storage 1 .................................................... . 

Information 

Publishing .................. ... ....... ... ...................... ....... ........ . . ................. . 
Newspaper, book, and directory publishers . . .. .............................. . .............. . 
Software publishers ......... ............ ....................................................... . 
Motion picture and video exhibition ... .. ...... .. .............. .. . ................ .......... . . . 
Broadcasting, except internet. ., .. ...................... . ... . ... ..... ......................... . 
Radio and television broadcasting ................ .... . ......... ... . ...... ......... . ......... . 
Cable and other subscription programming .................................. . ............. .. 
Wired telecommunications carriers ......... . ................................................ . . 
Wireless telecommunications carriers ........... . ........... ........ ..... . ... . .............. . 

Finance and Insurance 

Commercial banking ........................................................................... . 

Real Estate and Rental and Leasing 

Passenger car rental ..................... ...................................................... . 
Truck, trailer and RV rental and leasing .................................................... .. 
Video tape and disc rental. .......................... . ............. . ... . ...................... . 

Professional and Technical Services 

Tax preparation services ...................................................................... . 
Architectural services ..............•....•....•............. .. .... •. ............................. 
Engineering services .................•• ..•................... ..... .............................. 
Advertising agencies ... .......................... ......................... ..................... . 
Photography studios, portrait. .............................................................•... 

Administrative and Waste Services 

Employment placement agencies2 .......... . ......... ............. .. ... .. ..... ........... .. . 

Travel arrangement and reservation services3 ...... ...... . ... ...... .. .. .. .. ...... .. ..... . .. 

See footnotes at end of table. 
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NAICS 
code 

21 
211 
2111 
212 
2121 
2122 
2123 
213 
2131 

2211 
2212 

481 
482111 
484 
4841 
48411 
48412 
48421 
491 
4911 
492 
493 
4931 
49311 
49312 

511 
5111 
5112 
51213 
515 
5151 
5152 
5171 
5172 

52211 

532111 
53212 
53223 

541213 
54131 
54133 
54181 
541921 

561311 
5615 

Average annual percent change, 1987-2011 

Output Output Hours Labor Unit labor 
per hour compensation costs 

-0.4 0.1 0.5 5.2 5.1 
0.5 -0.2 -0.7 5.5 5.7 
0.5 -0.2 -0.7 5.5 5.7 
1.5 0.4 -1 .1 2.3 1.9 
1.6 -0.1 -1.7 1.3 1.5 
1.5 1.9 0.4 5.0 3.0 
0.7 -0.3 -1.0 2.5 2.8 
1.3 4.1 2.7 8.4 4.1 
1.3 4.1 2.7 8.4 4.1 

1.9 0.7 -1.2 2.9 2.2 
2.7 1.2 -1.5 3.4 2.1 

3.1 2.7 -0.4 2.8 0.1 
3.9 2.0 -1.8 1.5 -0.5 
0.6 1.7 1.1 2.5 0.8 
1.4 2.3 0.9 3.0 0.7 
3.0 3.6 0.6 3.7 0.1 
1.4 2.3 0.9 2.3 0.0 

-1 .2 -1.1 0.1 1.9 3.0 
0.9 -0.3 -1 .2 3.5 3.8 
0.9 -0.3 -12 3.5 3.8 

-0.8 1.2 2.0 4.6 3.3 
2.9 5.8 2.8 5.2 -0.5 
2.9 5.8 2.8 5.2 -0.5 
5.2 8.0 2.7 5.7 -2.2 

-0.2 3.1 3.3 4.3 1.1 

3.8 3.5 -0.3 5.1 1.5 
0.0 -1.8 -1.8 2.2 4.1 

13.0 19.7 6.0 11.6 -6.8 
1.4 1.6 0.2 3.2 1.6 
2.1 2.6 0.5 4.4 1.8 
1.0 0.7 -0.4 3.0 2.3 
3.9 7.5 3.5 10.5 2.8 
4.3 3.3 -1.0 2.0 -1.2 

10.4 20.7 9.3 12.2 -7. 1 

3.6 3.6 -0.1 5.5 1.9 

2.6 2.7 0.1 4.8 2.0 
2.9 2.0 -0.9 2.9 0.9 
6.4 1.7 -4.4 -0.7 -2.4 

0.6 2.7 2.1 4.3 1.6 
1.2 2.0 0.8 4.1 2.1 
0.9 2.7 1.7 6.1 3.4 
2.2 2.5 0.3 4.7 2.1 
0.8 1.8 1.0 3.7 1.9 

6.4 7.2 0.8 5.5 -1.6 
7.5 3.5 -3.6 1.2 -2.3 
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Table 2. Average annual percent change in output per hour, unit labor costs, and related data, 1987-
2011 -Continued 

NAICS 
Average annual percent change, 1987-2011 

Industry 
code Output 

per hour 
Output Hours 

Travel agencies ......... . ......... ... ............................ .. . ........ ............ . . . . ... . 56151 5.9 4.2 -1.6 
Janitorial services ................ . ... . ...................... . 56172 2.0 3.7 1.6 

Health Care and Social Ass istance 

Medical and diagnostic laboratories2 .. .. .. • . .. .. .. • . .. • . . • . . . . • . . . . . .. . ... . ........... . .... . 6215 2.9 6.2 3.2 
Medical laboratories2 

. ..... ....... ... ...... . ...... . .. ......... . ......... . ........ .. ........... . 621511 2.5 5.7 3.1 
Diagnostic imaging centers2 ...... .... ............. . ....... .. .. . ............ ..... . .......... . . 621512 3.3 6.9 3.5 

Arts, Entertainment, and Recreation 

Amusement and theme parks ................................................ .... . ........... . 71311 -0.5 2.3 2.8 
Bowling centers ... . . . ... . ............. . ............. .. ... . ... ...... .. .. ....... . ........... . .... . 71395 0.2 -1.6 -1.8 

Accommodation and Food Services 

Accommodation and food services ........... ... ..... ....... . .. .. .... .. .... .. .. .. ... . . ....... . 72 0.8 2.1 1.2 
Accommodation ........ .. ............................ .. .................... .. .. .. . ..... . ...... . . 721 1.7 2.3 0.6 
Traveler accommodation ...... . ...... ..... .................. . ............. ............. ... .... . 7211 1.7 2.4 0.6 
Food services and drinking places . . ... . ................... .. . .... . .. ......... ..... .. .. . . . ... . 722 0.6 2.0 1.4 
Full-service restaurants ......... . ........ . . ............. . ..................... . .... . ... . ....... . 7221 0.6 2.1 1.4 
Limited-service eating places ........... . . .. ............................ ... .......... .. ...... . . 7222 0.6 2.1 1.6 
Special food services .. .......... . ................................... .... ...... . ............... . 7223 1.4 2.4 0.9 
Drinking places (alcoholic beverages) ......... . ... . .... .. . ..... .. . . .. . . ... . ......... . .. 7224 -0.3 -0.7 -0.4 

Ot.her Services 

Automotive repair and maintenance ...... ........... ... . ................... ............ ... . . 8111 1.0 1.2 0.1 
Reupholstery and furniture repair ... ...... . . ... .. ...... . .. ....... .. ....... .... .... .... ....... . 81142 -0.6 -3.2 -2.6 
Personal care services .......... . . ... ...................... . ............... . .. ....... .... .. ... . 8121 2.2 3.3 1.0 
Hair, nail and skin care services .... .... ............ ...... ......................... .. ........ . 812 11 2.2 3.0 0.8 
Funeral homes and funeral services ....................... .......... .... .. ................. .. 81221 -0.7 -0.5 0.2 
Drycleaning and laundry services ... . .... ........... .. .. .. .. ......... . .... ....... ... .. ....... . 8123 1.6 0.5 · 1.2 
Coin-operated laundries and drycleaners .......................... .. ..... . ........ . . . ...... . 81231 2.5 0.4 -2.0 
Drycleaning and laundry services .................................... . ... .. ... .. . ... .. .. ..... . 81232 1.1 -1.1 -2.2 
Linen and uniform supply ..................... ..... .... .. . ................. . ................. . . 81233 1.2 1.8 0.6 
Photofinishing... . . ....... .. . . . .. . . . . . .. . . .. .. .. . • . . . • . .. .. . .. .. . .. . . . .. .. . . . . ............. . 81292 2.8 -4.3 -6.9 

1 For NAICS industries 484, 4841 , 48411, 493, 4931 , 49311, and 49312. average annual percent changes are for 1992-2011 . 
2 For NAICS industries 561311, 6215. 621511 , and 621512, average annual percent changes are for 1994-2011 . 
3 For NAICS industry 5615, average annual percent changes are for 1997-2011. 

8 

labor Unit labor 
compensation costs 

3.1 -1.1 

5.3 1.5 

5.9 -0.2 
5.5 -0.3 

7.0 0.1 

6.0 3.6 

1.0 2.7 

4.9 2.8 
4.6 2.2 
4.6 2.1 
5.1 3.0 
5.9 3.7 
4.9 2.7 

3.7 1.2 

2.4 3.1 

3.4 2.2 
0.2 3.6 
4.9 1.6 
4.7 1.7 

3.8 4.3 

2.4 2.0 
2.2 1.8 

1.0 2.1 
3.9 2.1 

-2.5 1.9 
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Industry Labor Productivity and Costs; Percent Changes- August 29, 2013 

Industry and NAICS Output per Output per Impl icit price Unit labor Labor 
Year code hour person Output deft at or Hours Employment costs compensation 

Electric power generation, transmission and distribution 
• 2007 '2211 -1.7 0.7 1.0 2.5 2.8 0.4 1.9 3.0 
• 2008 ,.2211 -4.1 -3.1 -1.6 6.1 2.6 1.5 10.3 8.5 
,. 2009 ,.2211 -2.4 -3.7 -3.6 0.9 -1.3 0.1 5.2 1.3 
• 2010 "2211 3.3 3.0 1.5 0.1 -1.8 -1 .5 -0.5 1.0 
• 2011 .2211 -5.6 -4.6 -4.5 1.9 1.1 0.1 8.8 3.9 

Source: Bureau of Labor Statistics, excerpt fi'om file "ip(.airt.xls" 
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