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GULF POWER COMPANY

Before The Florida Public Service Commission

Direct Testimony of
Richard J. McMillan

In Support of Rate Relief
Docket No. 891345-EI
Date of Filing December 15, 1989
Please state your name and business address.
Richard J. McMillan, 500 Bayfront Parkway, Pensacola,

Florida, 32501.

Please describe your educational and professional
background.

I graduated from Louisiana State University in 1976
with a Bachelor of Science Degree in Accounting.
Immediately following graduation, 1 was employed by
Gulf Power Company as an Internal Auditor. I have
held various accounting positions, including Staff
Internal Auditor, Staff Financial Analyst, Staff
Accountant, Coordinator of Internal Accounting
Controls, and in July 1982, I was promoted to my
current position as Supervisor of Financial
Planning. During my employment, I graduated from the
University of West Florida in 1983 with a master of

Science Degree in Business Administration,

Briefly describe your duties and responsibilities as
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Supervisor of Financial Planning.

1 am responsible for preparing the Company Operating
Budget and Forecast, administering the Capital
Additions Budget, preparing various regulatory
reports such as the FPSC Surveillance Report, rate
relief studies and filings, and preparing or
assisting with various financial analyses and reports

for management and outside parties,

What is the purpose of your testimony?

The purpose of my testimony is to present Gulf's
financial forecast, which is the basis of the
projected data for the 1990 test period, and to
develop the test year rate base, net operating income
(NOI), and cost of capital, and to calculate the
resulting revenue deficiency which the Company is
currently identifying in this filing. 1In addition, I
will support the calculation of the Unit Power Sales
amounts which were directly allocated to that

jurisdiction,

Have you precpared an exhibit that contains
information to which you will refer in your
testimony?

Yes.
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Counsel: We ask that Mr. McMillan's Exhibit,
comprised of 19 Schedules, be marked

for identification as Exhibit (RIM-1)

Were all of the schedules in this exhibit prepared
under your supervision?

Yes.

Are you also the sponsor of certain Minimum Piling
Requirements (MFRs)?
Yes. These are listed on Schedule 19 at the end of my

exhibit.

Mr. McMillan, you have indicated that you will
present and support the financial forecast used in
developing the 1990 test year data. Please explain
what you are supporting in this filing.

As noted by Mr. Gilbert in his overview of Gulf's
planning and budgeting process, there are eight
component budgets which are prepared outside of my
area and are supported by other witnesses in this
proceeding. These component budgets are noted on Mr.
Gilbert's Schedule 1, and the responsible witness is
specified for each. I am supporting how the outputs

from these component budgets were utilized, in
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conjunction with other information and data, to
develop the Company's financial forecast and Annual
Operating Budget, which I have used in developing the
Company's 1990 test year rate base, net operating

income, and capital structure.

Please explain how the financial forecast was
developed.

The outputs from Gulf's budgeting process, comprising
the eight component budgets, are formatted and
tailored in a manner to facilitate their input into
the financial model, along with various other income
statement and balance sheet amounts, which in turn
generates the financial and accounting statements

that comprise Gulf's financial forecast.

wWhat is the financial model to which you have
referred?

The financial model is a computer-based model that
simulates Gulf's actual financial and accounting
results based on a given set of inputs. This model
enables management to evaluate the effect of various
operating alternatives and to generate financial
statements for a given set of assumptions. Gulf's

Annual Operating Budget is produced by the financial
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model based upon the outputs of Gulf's budgeting
process. Schedule 1 is a summarized flowchart of the
financial model inputs and outputs required in

producing the financial forecast.

Please describe Schedules 2 and 3.

Schedule 2 is Gulf's 1989 and 1990 projected Balance
Sheets, which are the basis for developing the rate
base and capital structure. Schedule 3 is the 1989
and 1990 Income Statements used in developing net
operating income. These financial statements from
the financial model are based on Gulf's 1990 Budget,
which is based on actual data through August 1989,
and the current budget estimates for September 1989

forward.

You have summarized utility plant data on your
Schedule 2. .IIVI you prepared a report with a
further breakdown of the plant balances?

Yes. Schedule 4 includes a further breakdown of the
utility plaﬁt balances by FERC account, along with
the monthly activity in these accounts. The
projected plant data is based on the October 1989
Capital Additions Budget which is supported by

various witnesses, as noted on Mr. Gilbert's
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Schedule 2.

Have you prepared a schedule which shows the
derivation of rate base?

Yes. Schedule 5, entitled "13-Month Average Rate
Base for the Period Ended December 31, 1990,"
reflects Gulf's 1990 test year rate base. Column one
includes the 1990 budget data I previously presented
on Schedules 2 and 4. The second column includes the
regulatory adjustments required in order to restate
the system or per books amounts to the proper basis
for computing base rate revenue requirements. The
third column includes the Unit Power Sales (UPS)
adjustments which I will address in more detail
later. The resulting net amounts have been
jurisdictionalized by Mr. O'Sheasy in the cost of

service study filed in this case.

Please explain the rate base regulatory adjustments
in column 2 of Schedule 5.

These adjustments are listed on page 2 of the
schedule. Adjustments 1 and 2 were made to remove
the utility plant investments which have been
allocated to our Appliance Sales and Service

function. These non utility amounts are based on an
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annual study conducted by the Plant Accounting
Department and are primarily comprised of the
building space, office furniture and transportation
equipment utilized in the Appliance Sales and Service
function. Adjustment 3 is for the removal of amounts
in rate base arising out of several Company and other
investigations into improprieties related to charges
for transformers and their repair. Adjustment 4 is
for the removal of the interest bearing construction
work in progress (CWIP) included in the forecast.
Since these projects are eligible for Allowance for
Funds Used During Construction (AFUDC), they have
been removed from rate base, and are listed on
Schedule 6. Adjustment 5 includes the working

capital adjustments, which are included on Schedule 7.

Please explain Schedule 7, entitled "13-Month Average
Working Capital for the Period Ended December 31,
1990."

As shown on this schedule, all items on the balance
sheet which are not included in Net Utility Plant or
Capital Structure were considered in developing
working capital. All of the remaining accounts were
examined, and I have excluded the amounts related to

the non utility operations, fuel accounts, and
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accounts which earn or incur interest charges. The
resulting total adjusted working capital was then
allocated to the retail, Unit Power Sales (UPS), and
other jurisdictions by Mr. O'Sheasy, with the
exception of the UPS fuel stock, materials and
supplies, and prepayments, which were calculated and

directly assigned to UPS,

Before leaving the area of rate base, were there any
adjustments made to rate base in the 1984 rate case
that you are not making in this case?

Yes, First, there were several adjustments related
to forecast revisions which are not necessary in this
case., Second, the adjustment to remove the Plant
Daniel Rail Cars is no longer necessary since these
cars have been retired and the current rail cars are
being leased. Third, the minor adjustments to
exclude a portion of the Bonifay and Graceville
Commercial Offices have not been made. These
contruction costs will be discussed in this filing by
Mr. Conner. Fourth, the adjustment to disallow the
investment related to the Leisure Lakes Subdivision
has not been made. As discussed by Mr., Jordan, a
large portion has been sold, and the remaining

substation is used and useful electric investment and




o U e W N -

10
11
12
13
14
15
16
17
18
19
20
2]
22
23
24
25

Q.

Docket No. 891345-EI
Witness: Richard J. McMillan
Page 9

will remain so. The fifth adjustment not made
concerns the unamortized rate case expenses related
to this rate filing., This is a legitimate rate base
item, and the Company should be allowed to recover
these costs in full. The final item is the inclusion
of the deferred credit related to the fuel and
conservation over-recoveries in rate base, on which
interest is paid, and should therefore be excluded
from working capital., (The Commission adjustments

not made are listed on MFR A-ll.)

Now moving to Net Operating Income (NOI), please
explain Schedule 8 entitled “"Net Operating Incume for
the Twelve Months Ended December 31, 13990."

This schedule is formatted in the same manner as the
rate base schedule. The first column is based on the
1990 budget data from Schedule 3. The second column
includes the regulatory adjustmente, while the third
column includes the UPS amounts. The jurisdictional
factors and amounts were obtained from Mr. O'Sheasy's
Exhibit. The regulatory adjustments in column two
are listed on pages 2 and 3 of Schedule 8, with more
detailed calculations presented on separate schedules
as noted under the heading of Schedule Reference. As

noted earlier, I will discuss the UPS adjustments and
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calculations later in my testimony.

Have you made the proper adjustments to remove all
fuel and conservation revenues and expenses from NOI?
Yes. As noted on pages 2 and 3 of Schedule 8, the
fuel adjustments are 1, 4, and 5, and the
conservation adjustments are 2, 10, and 13. Since
these revenues and expenses are recoverable through
the Fuel and Conservation Cost Recovery Clauses, they
must be removed from NOI when determining base rate
revenue reguirements. The calculation of these

adjustments is summarized on Schedules 9 and 10.

Please explain adjustments 3 and 14 on Schedule 8.
These adjustments are necessary to eliminate county
and municipal franchise fee revenues and expenses
from consideration in setting base rates. As
required by Commission Order 6650 in Docket

No. 74437-EU, franchise fees are added directly to
the county or municipal customer's bill and are not
considered in determining base rate revenue
requirements. The county and municipal franchise fee
revenues which have been eliminated are shown on a
separate line of the financial model income statement

as reflected on my Schedule 3, page 11 of 16.
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How have you treated industry association dues and
institutional advertising?

Although the Company feels that these costs are
legitimate utility business expenses, in accordance
with the current Commission policy to disallow
institutional advertising and dues related to
Chambers of Commerce and lobbying, I have removed
these expenses from NOI in adjustments 6 and 7 on
Schedule 8. Schedule 11 includes a listing by
association of the dues related to the local Chambers
of Commerce and groups affiliated with lobbying
activities. Schedule 12 includes the compilation of
institutional advertising by FERC account and

sub-account number.

Please explain adjustment 8 related to marketing
support activities and adjustment 9 related to
investigation expenses.

Expenses related to marketing support activities have
been removed in adjustment 8, in accordance with the
Commission's policy to disallow expenses that are
promotional in nature as stated in Commission

Order 6463. Adjustment 9 was made to remove all of
the legal expenses associated with the investigations

of alleged improprieties within the Company.
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Please explain adjustment 11 titled Peabody Equity
Return on Schedule 8,

This adjustment is necessary to properly exclude from
NOI the equity return related to our Peabody coal
prepayment. All amounts related to this transaction
have been removed from this case because these costs
are being recovered in the Fuel Cost Recovery Clause
in accordance with Commission Order 20133 in Docket
No. 880001-EI. The total amount in the forecast has
been eliminated through this adjustment and can be

verified to my Schedule 3, page 13 of 16.

Please explain your adjustment to Taxes Other Than
Income?

Adjustment 15 on Schedule 8 is required to reflect
the gross receipts taxes and FPSC assessment fees
that are associated with the fuel, conservation, and
franchise fee revenues which were removed in
adjustments 1, 2, and 3. Schedule 13 shows the

calculation of this adjustment.

Please explain adjustment 16 on Schedule 8 to income

taxes.
This adjustment is required to reflect the federal

and state income taxes related to adjustments 1
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through 15. Schedule 14 shows the calculation of the

adjustment.

Have you calculated the appropriate adjustment to
income taxes to reflect the synchronized interest
expense related to the jurisdictional adjusted rate
base?

Yes. Adjustment 17 on Schedule 8 reflects the tax
effect of synchronizing interest expense to rate
base, and Schedule 15 shows the calculation of this
adjustment. The jurisdictional capitalization
amounts and cost rates were taken directly from
Schedule 16, and the interest expense was taken from
schedule 3. As shown on Schedule 15, I have also
included the imputed interest for Job Development
Investment Tax Credits (JDITC) in accordance with the
final IRS regulations allowing interest

synchronization for JDITC.

Do you have anything further to add to your
discussion of how NOI was developed?

Yes. I would like to point out that the Company has
made all the Commission adjustments made in our 1984
rate case except for those related to forecast

corrections, benchmark O & M adjustments, and the
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area and economic development expenses. Mr. Bowers
will address the appropriateness of our area and
economic development expenses, and how they
contribute to the Company's objective of minimizing
the cost of service and revenue requirements of all
our customers. The other operation and maintenance
expenses are justified and supported by several
witnesses in this case as noted on Mr. Gilbert's

Schedule 3.

Have you also developed the jurisdictional capital
structure and cost of capital for the 1990 test year?
Yes. Schedule 16, page 1, shows the jurisdicticnal
13-month average amounts of each class of capital for
the year ended December 31, 1990. It also shows the
average cost rates and weighted cost components for
each class of capital. Page 2 of this schedule shows
how the jurisdictional capital structure was derived
starting with the system amounts. Pages 3 and 4 show
the calculation of the cost rates for long-term debt

and preferred stock.

How were the cost rates for short-term debt, customer
deposits, and investment tax credits determined?

The short-term interest rates were based on the



SN O U A W N

v o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Q.

Q.

Docket No. 891345-EI

witness: Richard J. McMillan
Page 15

October 1989 Data Resources, Inc. forecast of
interest rates; the customer deposit cost rate was
based on the effective rate for the period ending
August 31, 1989; and the weighted cost for investment
tax credits was calculated in accordance with current
IRS regulations using the three main sources of

capital.

Please explain how the jurisdictional capital
structure was developed.

As shown on page 2 of Schedule 16, I started with the
13-month average total company capital structure by
class of capital. These total company amounts were
calculated based on the projected balances on
Schedule 2 of my exhibit, In columns 2 through 7, I
have identified six adjustments which were removed
from specific classes of capital, and the remaining
adjustments required to reconcile rate base and
capital structure were made on a prorata basis as

shown in columns 10 and 11.

Would you explain the six items for which you have
made specific capital structure adjustments?
The first two, the "common dividends declared™ and

the "unamortized debt premiums, discounts, issuing
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expenses and losses on reacquired debt," are account
specific and have been directly assigned to the
common stock and long-term debt classes of capital.
The next two, the "Daniel Coal Buyout"™ and the
"pPeabody Prepayment” financings, reflect the specific
debt and equity funds used in these transactions, and
subsequently approved by the Commission for recovery
through the Fuel Cost Recovery Clause. The fifth
item is for removing the non utility amounts from the
three main sources of capital, and the sixth item is

to remove the UPS capital structure amounts.

Please elaborate on the basis of the non utility and
UPS capital structure adjustments.

The non utility adjustment was removed from long-term
debt, preferred stock, and common equity as a
reasonable proxy for the pool of funds used in these
activities. The rationale and justification for
treating Gulf's non utility investments in this
manner are discussed more thoroughly by

Mr. Scarbrough and Dr. Morin in their testimony. The
UPS capital structure adjustments are based on the
debt, preferred, deferred taxes, and common equity
that is recovered from UPS customers in those

contracts.,
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Does this conclude your discussion of how you
developed the reguested Cost of Capital?

Yes. These calculations result in an overall rate of
return of 8.34 percent based on a regquested return on
equity of 13 percent, which is supported in the

testimony of Dr. Morin.

Bave you calculated the jurisdictional revenue
deficiency for the test period brought about by the
difference in Gulf's achieved jurisdictional rate of
return of 6.60 percent and the proposed rate of
return of 8.34 percent?

Yes. The revenue deficiency is $26,295,000, as
calculated on Schedule 17, which references the
schedule where each figure was derived. Schedule 18

shows the calculation of the NOI multiplier.

You have previously mentioned that you are supporting
the UPS calculations that have been used in
developing rate base, NOI, and capital structure in
this filing. Would you explain how these amounts
vere calculated?

The UPS amounts, which have been identified on
schedules 5, 8, and 16, were computed in exactly the

same manner as the amounts allowed in our 1984 rate
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case. The rate base and NOI amounts were calculated
by applying the UPS sales ratio times the total
Scherer related amounts. The sales ratio for
production-related items in 1990 is based on 149 mw
of Scherer UPS divided by 212.175 mw Scherer IIC
system peak-hour capacity rating, The transmission
sales ratio is based on transmission investment and
expenses recovered from the UPS customer per the
contracts. The general plant investment and A & G
expenses were allocated to Plant Scherer and the
transmission function based on salaries and wages,
and then allocated to UPS based on the UPS sales
ratios in accordance with the UPS contracts.

The resulting UPS adjustments are essentially all
of the investment and expenses which are recovered
from the UPS customers per the contracts, with the
exception of three reporting differences, which are
due to retail ratemaking requirements. The first
difference is due to the UPS contracts utilizing
month-end balances for investment, which results in a
slight difference due to twelve month average versus
thirteen month average investments. Second, the
working capital in the UPS contracts includes
materials and supplies, prepayments, and one-eighth

of UPS O & M expenses, For retail ratemaking
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purposes, the Florida Commission reguires the use of
the balance sheet approach for determining working
capital; therefore, the working capital for all
jurisdictions (including UPS and wholesale) must be
based upon the balance sheet approach in order to
reflect the proper retail working capital
requirements. The third difference between the UPS
contracts and the UPS amounts reported in this filing
is the inclusion of the unamortized JDITC in the
capital structure, as required by this Commission. As
stated above, these minor reporting differences are
the result of retail ratemaking requirements, ané are
required in order to ensure that the UPS adjustments
are calculated using the same methodology as the
system or company totals from which they are being

removed.

How have you treated the 1989 Federal Energy
Regulatory Commission's (PERC) Audit Exceptions in the
development of the test year amounts?

The exceptions in the FERC Audit which the company
concurred with have been properly reflected in the
1990 projections, but there are several material
issues or audit exceptions which have not been

resolved at the time of this filing. Therefore, we
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will furnish the Commission with any adjustments to my
calculations which may be required upon the resolution

of these issues.

Does this conclude your testimony?

Yes.



AFFIDAVIT

STATE OF FLORIDA )
COUNTY OF ESCAMBIA )

Before me the undersigned authority personally appeared
Richard J. McMillan, who first being duly sworn, says that he
is the witness named in the testimony to which the Affidavit
is attached; that he prepared said testimony and any exhibits
included therein on behalf of Gulf Power Company in support
of its petition for an increase in rates and charges in
Florida Public Service Commission Docket No. B91345-EI: and
that the matters and things set forth herein are true to the
best of his knowledge and belief.

Dated at'Punsacola. Florida this __éifFot December, 1989.

sworn to and subscribed before me
.thii”jZZﬁ;_day of December, 1989.
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SYSTEM FINRANCIAL MODEL
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Bochet to. $91348-11
WAF PONER COWPANY
Hitaess: Mehillm
Exhibit Mo,
Schatule 3
Page 1 of 2
BAF POMER CORPARY
13-Renth Average Rate Base
for the Perind Ended Decosder 31, 1790
(Thousangs of Bollars)
t (1] (H] (1] (L1 )
Jurisfictional
Tetal Ragulotery [ (] fstse Jerindictional st
Sratee  Adjestoeats ¢ fataols B jusivt Fatter 10 Rate Bese
Plant=in=Service 1,481,783 12,472 101452 1.0, 0.973%417 1.375.024
Actusalated Depraciation and Aeortization w20 N .5 "n.ms 5,042 0. 9749784 5,0
Nt Plant-in-Service Bod, 443 1.00%) m.m | R 097507 120,040
Plant Wald for Futers Use (X ] . 0.9751553 3.9
Comstruction Nork-in-Progress 15.m 13 W 15,306 0974802 10,5949
Plant Acsuisition Adjustaset 8.043 5. .M 0. 970204 2.3
et Il”t“ PIII m.ﬂ l,um Iﬂ.” II.H& l-ﬂ"ﬂ! Nl.ﬁl
Sorting Capital Allowaacs tPer Schedsle 3) 200,26 L (BT Ban 0. 97073, nm
Total Rats Bam 1,192,550 114,148 .51 .0 09754151 7352
FEIEESSSSREE  TESEI . EBUIEL FASFEEERELEAL  BRIDEDATRETEE
Mot Operating Incose - Jerisdictioasl N4 0.0
FTITTTIBR LA TISSISLIRTLNT
Rats of Return - Jurisgictional (W1t L0
DO RO ASSESEBESITRD

* oo Page 2
o Sen 0'Soasy Exhibit - Behedule |
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Florids Public Bervice Coseission

Docket Mo. B91345-!
BULF PONER COMPANY
mtness: Kehillan
Expibit o, ___
Schagule §
Page 204 2
BULF PONER COMPANY
Schotule of Adjustasnts to Test Year
13-fonth hverage Rate Base
for the Poriod Ended Decesder 31, 1990
(Thousands of Bollars)
11} 1 (M] 1)
Total Jurisdictional Tota) Jurisdictionsl
Svatee Allscation Juerisdictional Revenue
Descristion of Adjustaents Adjustsent Factor Adjustaent Etfect
(1) Plaat=in-Service - Apaliance Sales and Service 12,472 100,001 2.2 (284)
12) Accusulated Desreciation - Aopliance Sales and Service ns 100,001 ns n
(3) Accusulated Deoreciation - Investipatioe 1L ".20m "8 1]
(4) CulP - Interest Bearing (Sae Schedule &) 431 76542 21 144
15) Working Canital Adjustsents (See Schadule 7) 1111.929) B, 33512 (94.3%) 10,47
Total Adjustasnts 114,168 96,622/ 111,001
ARATTREREERE Y
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Floriga Pudlic Service Cossission
Docket Mo, B91345-El

GULF PDUER COMPANY
¥itness: fchillan
Exhibat Mo, ___.
Schedule &
BULF POMER COMPANY
Projects Included in Interest-Bearing Construction Mork-in-Progress
13-Honth Average
Decesber 31, 1990
(Thousands of Dollars)
In-Service 13-Month
Date hvarage
Staan Production
Unlocated 126 K Coabustion Turbine 1994 148
Crist-8CR-Clean Coal Techaolegy 1991 7
Saith-Yard Drainage and Erosion Control 1991-92 1}
Total Stess Production Projects ol
SEEESTISEEEERD
Transaission Plant
Holly-Navarre-Live Dat-Bulf Bresze 115KV Line 1990 3
Total Transaission Projects 137
SEEESESREREREE
Total Construction Mork-in-Progress Mot Bearing Interest L3}
EERERDEABEINT
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Florida Public Servace Cossassion
Docket No. B91343-E]

BULF PONER COMPANY

Witness: FRehillan

Exhidit Me. ____

Schedule 7

13-Nonth Average Morking Capital
for the Period Ended Decesber 31, 1990

(Thousands of Dollars)

Total Cospanv Working Capital:

Other Investasnts 6101
Current Assets 163,068
Deferred Debits net of Cap Struc Itess 9.371
Current Liabilities net of Cap Struc Itees 149,580
Defarred Cradits not of Cap Struc Itess 111.004)
Moacurrent Liabilities (Resarves) 7,688)

Total Cospany Working Capital 200,266

Less Adjusteents to Morking Capital:

Adjustaents to Other Investasents
Blacksater Cooling Lake 1250)
Funded Property Insurance Reserve (3,700 (3,959

mmsesemecn=

Adjustesnts to Current Assets

Tesporary Cash Investoents (6,399
Kotes Recaivable n
fccounts Receivable=hpplisnce Sales & Service (met) .90
Accounts Receivable-Bod Fare & Vision Desige (1m
Loans to Esployees 11.308)
Merchandise-Appliance Sales & Service 1.284)

Interest & Dividends Receivable (158 118,043

Adjusteents to Deferred Dedits

Leasshold laprovesents-Merchandising (116
hir Products Bill Cradit 520
Caryville Subsurface Study-Condensite Pusp 1450)
Plant Daniel Coal Buyout (42,087
Pesbody Prepayvasnt 150,328 193,503)

M justasnts to Deferrsd Credits

fpplisace Narranty Reserve B!

Foasanto Advance 2,800

Paabody Propaysent s 3%
Tota! Cospany Adjusted Norking Capital 9.3

39




Description

Dperating Ravesues:
Sales of Electricity

Dther Dperating Revesuss
Total Operating Reveauss
Dperating Expenses:
Oporation § Maintenance
Fusl Expenae
Purchased Poser-Energy
Purchased Pomer-Capatity
Dther Operation & Maintensace
Bepreciation & Assrtization
Asortization of Investsent Credit
Toaes Other Than [acose Texes

Incose Taxes:
Federal

State

Prierred Incone Tozes - Mot
Federal

State
Total Operating Expences
ot Dperating lacose

¢ Sow pages 2 aad 3

¢ fSoe D'Shoasy Exhibit - Bchadule |

BLF PONER CORPANY
Mot Operating Incose

For the Teslve Months Ended Docomber 31, 1990

Flarids Pudlic Service Cossissite
Dochet Mo. B91348-E1
GULF POUER COmPanY
Biteess Bchillm
Exhibit W, ____

Bchadule §
Page 1 of 3

(Thassands of Bellars)
mn (41 (4] i 19) w
Jurisdictional
Total Rogulatory wE Svetes  Jeristictions] A justee
Srates  Adjustaunts ¢ heounts M)usted Factor o0 60!
w5 1200,008) 11,2) A.583 mm 0.9738397 05,00
17,553 L3 M §0138 0758097 LW
%.m 1211,344) N5 22,013 0.97%Un 25,50
12,601 112,093 15) 210 0.94720%7 on
(R “wan 0. 9048432 4,7%)
124,635 2,28 l=11) LN 4] 121,081 0.9774034 118,48
u,m M 2 (%[ 48,944 0.9765M90 0,70
2,40 =N 2,0M) 0. 9753530 12,04
35,108 (4,19 1319 m nm 09783882 nan
16,418 (1.450) 1l4=1T) 3.8 11,543 0. 9731439 11,233
.. (283) (le=11 -7 2,008 0. 7730008 1.2
1,43 hJ IR TL 0. 9659004 1,076
[+i] # 5 0. 9639904 L]
24,08 209.420) 15.209 19%.21 1470
. i,729 14,32 2.0 0,00
CEREEBIETRREE  SHISAEAIBAENG BENESCOVERSTE  FOCTOEUITRINE SEFREATEENSEN
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Bescriptioe of Adjustesnt

Florida Public Service Comsission

Schedule of Mjustamts to NI
For the Tenlve Mooths Ended Decosber 31, 1990

Rsvesss
(Thousaaés of Dollars)
(H1]
Schatale Briten
Raference [

1) Fesl Clouse Revenus
12) ECCR Revenues
(3) rranchise Foo Revenuss

Total Revence Adjustemmts

Scradale ¥ e
fchoduln 10 (1.
11,530

1211,34)

Doctet M. P9I345-E!
SULF POMER COWPANY
Witoess: Melillen
Exbit Mo, ____
Schadule §
Page 20f 1
(i (41} [l 5
Allscetion Jeringictional L) Revenue
Factor hagunt Fiimct Eftact
Brect un 110,733 174,1%
100.001 i,em ,am: 1§
100.001 (1.3 7. 11,50
(184,340 [TCR Y 107,008
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Description of Adjustesat

(4) Fusl Expense
15) Foal Portion of [nterchange Energy

() Ingustry Associatios Dues - Chasber
of Cossarce and Lodbying

(M Institutions] Aevertising
(B) Meristing Swpport Activities (hect. WID)
(% lavestigation Espemses (Acct, 923
110) Conservation Expense in DU
(11) Peabody Equity Retwrn (Acct, 337-930)
(12) Depreciation Expense - JOITC (Acct. 403)
(13) Conservation Expease in Dther Taxes
116) Franchise Foo Exponse (Acct, 400)
(13) Toxes Other Than Incoss
1160 Tax Effect of Adjusteents - Federal
= State
(17) Tax Effect of Intorest Synchronization
= Fetoral
- State
Total Expemse Adjustesnts

Floriga Pudblic Service Cossinsion

Beciat Mo, DYI3AS-E]

BAF PONER COMPANY
Eitaeesr Melillee
Ehibit W, ___
Schodule §
Page 30f 3
BILF POMER COWPRIY
Schasule of Adjustaents to M)
For the Tuslve Months Ended Decesber 11, 1990
Exponsen
(Thousands of Dollars)
i 2) 5 iy 15
Schatule frsten Allpcation Jerisdictionsl wo! Revense
Referpace kagunt Factor hsount Etiect Eitect
Schedule (182,63 B3N 197,209 .08 1199988
Schedule ¥ 2.5 8. 156191 (L.1e 720 1130
Schedule 1)
3 100,001 32 n 3
Bchedule 12 2 n.Mun mn Fh1] 229
e 100,001 nw n 1%
1618 m.ain (3 M 180
Schadule 10 i,m 100.001 in.mn 1,018 T LN
am 9%.763781 “"3 (3,064) 5,000
i 100,001 “m s (e
Schedule 10 " 100,001 [} J] n 180)
11,150 100.001 1.1% (' 11,352
Schodule 13 2,%0) 100,003 12.99) 1,800 12,95
Schedule 14 1410 WA 1,141 - -
(201) wa 1 el -
Schodule 1S
(L3} naun 3m m Y H)
({ 4] naun (L1 [ (104!
(200.420) (182,571 13,204 im1s
EENEEEFBSABND LS TS REY YR




Floriea Puplac Service Cossission
Docket Mo, B9I3AS-E!

SULF PDNER CONPANY
Mitoess: McMillan
Exhidit Mo, ___.
Schedule §
GULF POWER CONPANY
Fuel Revenues and Expenses
For the Twelve Moaths Ended Decesber 31, 1990
(Thousands of Dollars)
fAssunt
(1) Fuel Revenues:
Retail Fuel Clause Revenuss (Accts. 440 - 444) 170,19
Wholesale Fuel Clause Revenues (Acct. 447-700) (2.163:
Wholesale Fuel in Base Rates (hcct. 447-700) 7,755
Non-Territorial Fuel Revenues
Schecule £ (Acct. M7-500) 412
Unit Power Sales (Acct. 447-400) 21,993
Total Fuel Revenues (Ad). 1) 19%.10
(4 & 5) Fuel Expenses:
Fuel Exp. per the Incose Statesent (Adj, 4) (Acet. 501) 182,463
Interchange Energy-Fusl Portica (M), 5) (Acct, 539) 1209
Total Fusl Exsenses 195,358
Revenue Tazes @ 1.6251 (A1l Retail) 2.4
Total Fusl-Related Costs 199,152
et Over (Under) Recoverv of Fusl Exoenses )
BITUEERIEREVERM
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Florioa Pudblic Service Cossission
Docket No. B9I343-E]

BULF PONER CORPANY

Witness: Mchillan

Exhibit Mo, ____

Schedule 10

for the Teslve Months Ended Decesder 31. 1990

(Thousands of Dollars)

{2) Comservation Revesues (Accts. 440 - 484}

9 & 13) Conservation Expenses:

Asount inclused in O & A Expense (M), B
hcet, 908 - Costoser Service & Info,
hcct. 909 - Custossr Service & Info.
Acct, 926 - Asministrative & Geseral

hsount included in Payrcl] Taxes (M), 13)
Total Conservation Expenses
Revenue Taxes § 1.625)

et Over Recoverv of Expenses

44
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Ingustry Association Dues Related to
Lobbving and Chasber of Cosserce
For the Twelve Moaths Ended Decesber 31, 1990

BULF POMER COMPANY

Florida Public Service Comsission
Docket Mo, B91343-E!

BULF PORER COMPANY

Mitaess: Mchiller

Exnibat Mo, ___.

Schodule 11

Drpanization

D el

Associated Indestries of Florida

Bay County Chasber of Cosserce Resort Council
Bay County Motel and Restasrant Association

Chasders of Coaserce

Cosaittess of 100

Crestview Board of Realtors

Eserald Coast laprovesent Cowncil
Florida Economic Developaeat Cowncil
Florida Tax Mateh, Inc.

braceville Area Developeent Cowscil
Internationsl Society of Arboriculture
Lusdership Pensacola

Rilitary Miairs Cossittes

National Associstion of Resefacturers
Pensacols Wistorical Seciety

Utility Arborist Asseciation
Warrior/Tosbigbee Develossent Associstice

Total (Ad3. &)

45

100
15.070
1,87
L
1,000
400
S.00
13

32,15




Floriga Public Service Coasission
Docket Mo, B9I3A3-E)

BULF POVER CONPANY
Hitness: Wchillan
Eshidit Mo, ____
Schegule 12
GULF POMER COMPANY
Institutional Advertising
For the Twelve Meaths Endes Decesber 31. 1990
Account
Nusber Description Asount
]
(7) Institutional Aovertising
930-170  Scuthern Cospany Mational Advertising 160,018
930-180  Ingustry Spomsored Aovertising 53,564
Total Institutional Advertising (Ad), 7) 226,402
AESEEREEREREE
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Florisas Public Service Cosaission

Docket o, B91343-E)
SULF POMER COMPANY
Witapss: Mchillam
Eshabit Mo, .
Schedule 13
BULF PDNER CONPARY
Other Taxes Adjustesnts
For the Tualve fionths Esded Decesber 31. 1990
(Thousangs of Dollare)
(15) Tazes Other Than Incoee Taxes Angunt
Kevenue Adjustaents:
Retai) Fuel Clause Revenues (Part of Adjustaent 1) 170,729
ECCR Revenues (Adjustaent 2) 1.076
Franchise Fee Revenues (Adjustaent J) 11.338
Total Revenue Adjustaents 183,945
EEEREEEEENEES
Gross Receiots Tax @ 1,501 (Account 408-11%: 2.1%
FPSC Assessaent Feo @ .1251 (Account 408-116) il
Less: Gross Receiots on County Franchise Tax not included
in Foretast (1) %
'.t.l 2.”00
SEMEESEIEEENE

(1) County Franchise Fee 5.9
Bross Receipts Tax Rate 1,501
fscunt sot Forscastes "

SESEEEETINEEE
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Florigs Public Service Cossission

Bocket Mo, B91343-£]
GULF PONER COMPANY
Mitaess: McHillas
Exhabat Mo,
Schadule 14
BULF POMER COMPANY
Incoss Tazes Adjustaents
For the Teelve Months Ended Decesber 31, 1990
{Thousangs of Dollars)
Asount
(16) Adjustsent Due to Revenus and Expense Ad)ustasnts
Revenue Adjusteents 1 - 3 (Schedule 6. . 2 of 3) (211.384)
Expense Adjustesnts 4 - 15 (Schedule 8. p. 3 of 3) 207.4%1)
Net Increase to Taxable Incose {3,653
EREEESTEEEEEE
Federa) Incose Tax @ 32,131 1.1
State Incose Tax @ 5.5 200
‘“u “u’ﬁl
SUEEEAEERNERD
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Floriga Public Service Cossission

Docket Mo, B91345-£]
GULF PONER CORPANY
Witness: Mehillan
Eamtat Mo,
Schedule 13
GULF PDNER CONPANY
Interest Syachronization Adjusteent
For the Twelve Wonths Ended Decesber 31, 1990
(Thousaads of Dollars)
Asount Cost Rate Expense
Total Cossany
Bonds 403,627 5.091 36,528
Short-Tera Debt .33 8.001 s
Custoser Dapomits 15,328 1.651 1.0
JDITC-Dabt Cospomant 23,604 9.051 218
Total Svachronized leterest 0"
Total Company Intsrest Expense B4
Difterence 1.483
TESERERTRANEE
Federal Incose Tax § 32,100 (478)
Stata Incoss Tax @ 5.51 ({ ¥§
Total Adjusteent 17 (350
TSN EEREERD
Jurisdictions)
bonss 9.9% .11 2.1
Short-Tera Debt 4,2% §.001 >
Custoser Deposits 15699 1.451 1.9
JD1TC-Debt Cossonent 19,085 L 1.TH
Tetal Syachronized Interest 32,08
Total Cospany Interast Expense nJ
Less: Umit Power Sales Intermst 7,065
e
Jurisdictional Factor 0.975415) 30.871
Differance 1.1
SE'REUSEERERER
Federal Income Tax € 32.101 (3m
State Incose Tax § 5.31 163)
Total Adjustaent 17 (842)
PTSEREERERERE
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Ites

Long-Ters Debt

Short-Ters Dedt

Preferres Stock

Coason Equity

Custoser Dedosits

Ml.lrn‘ Taxes

Investeent Credat - lero Cost

Investeent Cregit - weiohted Cost

Total

GULF PONER COMPANY

floraga Public Service (oasission
Docket Mo, B91343-E]

BULF PONER COMPANY

Mitness: Memallar

Exmadit 0. .

Scheoule 1e
Page 1 of &

13-Ronth Average Jurisdictional Cost of Casital

For the Period Ended Deceader 31. 1990

Jurisdictional sniontes
Asount Ratio Cost Rate Loaconent
1$000's) 1 1 H
329.9% nn 8.712 2
4.2% 0.4 B.00 .04
55,316 5.9 IR H 0.4
293,838 nn 13.00 1
15,039 1.7 ] 0.12
182, 95% 19,81 NS
A 0.09 ¢.00
0,516 (N 10.4% 0.4¢
923,562 100.00 8.4
sessszassras:  mmrsmrsssess ezssssresases
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£

Flarids Peblic Service Comminain.

Buchet Mo, BYIMS-! ,
BLF PONER CORPaaY X
Bitoess: Feftillem
Eshidit B0, ____ ;
Bchodule 16 .
Poge 3 of 4
WLF PONER CORPANY
13-Month Mverage Cost of Loag-Ters Dot
t Decosber 31, 1990
m m m w (L] Y] m W "
Umasortize?
Pras., e,
l“l "t 1 LN
Loss o (™ Interest Total Cost
Toses foses Date  Materity Date  Priscipsl Mescouirad Bedt (0 - () Mesrtizstiee (D) 3 (1) (7 s (B
First Rertosge bonds
§ 1beries due I 10140 149188 2.0 (] .00 ¢ 108 108
& 5/08 Beries dus 1994 10=07-44 16010 12,000 m 12,097 (+} -] b
6 1f0eries dme 1 [Sia7) -0l-9 15,000 10 15,013 4} "W 13} )
7 3/41 foriee due I 30447 N 15,000 1 "m 1 1083 108
078 Serimn dus 2900 -1 74100 1248 2 1.0 2 107 1,07
7 0/ Berins dus 2001 19=13-N 10-01-01 .00 1 nm L 1,978 1,504
7 UA Berim tue 2002 #en 4102 2,0 15} M 7 1,650 1.457
7 U2 Geries due 200} 01-7 41-03 5,00 L 1] nm 1 1.7 1.8
B3/ Serims due 2007 1N -0 5,000 “ws . p-] 2. 2.95%
9 1 Geries dua 2008 -u-R §-01-08 5,000 b Hm 1 2.3% 2,21
10 1741 Series due 2009 -01-M S01-0 0,000 » F ML » 3.0m .00
15 1 Beries due 2000 0 -1 [} (%, 1} ([ %1} 03 ¢ 0
10 191 Beries due 2004 1% 291-16 90,000 w "w.m % =083 500
¥ 1751 Sories due 1N 30348 -~01-9 .10 M n.m b 2.1 2.9
Pollution Costrol Boads
8 1 Series gue 2004 12-01=74 12-01-04 (R M s " m ™
& 341 Berins dua 2006 01-T% 0104 12,00 o 12,50 13 Bt m
6 5 Deries due 200 10-017 104106 12,59 o 12,263 i ™ Teb
5.9 1 lste  due 2003 0100 1-41-03 o L] .. (] an )
11 1723 Series due 2001 208 01-11 1.2 L] ».M n 2.4 2,41
12 3791 ferins 4w 2012 -01-02 =12 ] 1.0 (1,064 n 0 7
10 1 Series due B13 [ 2is ] -01-13 .00 w 19,513 2 s 2.022
10 1/ Series dus 2010 12-01-84 12+01-14 42,000 ™ 2% 3 LA (WY
§ 1763 Series dus 2017 018 =917 2,000 m 3. b4 ] 2. 2,473
Total Lang-Ters Dobt o.l.m 12,00 NTH 1] »am n.m
Lossr 9 1/21 Doad lsous Raleted to Pesbady »n.1 i) nm n .MM .M
Tota) Long-Tora Bubt set of Posbaly 21,088 1,683 .00 o W0 37,093
Esbedded Cost of Long-Tors Dbt 1.0
Loss: Adjustasnt for Buif Ponsr Salis #l.40 (TR &1 1
Long=Ters Dbt set of 0P8 360,22 1.0 3,343 E ™ nm 3,302
CSPHERFSLITEL  FTIGASHENESES PATESPRESNLED  CETEISIRORERE
Esbodtod Cost of Long=Tara Bebt set of UP3 L




Flerita Pablic Service Cosminsine

Bochat Bo. PV
LF PONER CORPAEY
Bitages: Relillen
Exhabit b, ____
Schadule 16
Poge t ol &
LS PR CONPAY
I3-Beath bverage Cost of Proferred Btact
ot Docosder 31, IR0
(§1] ] m w L 1] “w m h " e
Parcent of hividends
(Prasiesl Priscisal Beclornt
- ot Proceehs hasun! wd e
Tosun Tosue Date  Call Price Principal Baset  Iovee Cxponee  (0)-(5)-l0) MW e wm
ALl 8100 Por Vales,
Comalotive
(N 111590 199,00 S0 i 1 5. .y m «“n
S8 10748 103448 9,000 m b “m " o™ n
5.4 ("] .0 .m " " 5,091 10,0 m S
.m bl 1%.% Les [+ ] " LX) 1.t m .5
L5 267 198.43 5,000 m n 5., LRI ] L%
.m 1N w.n 5,000 {1 " 9,000 100,00 ™ .8
10,401 1-en n.e (W] " (% ] nn ) 10,64
Lm *1-n 198.28 15,008 m 14,600 nn 1042 .
L8 -] $2-N n.e 10,008 ] .03 " m LB
11.54 U L% m L] .. "wn [ 11.%
Tetal o.M [ ]] 1.0 "W ] 5.m (B
FETESER AL AT e —
Lass: Adjustasnt for Enit Pomer Bales L AT 1.4 1,000
am 2., (X7 L.m
R ETEEEEEA 6380
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BULF POWER COWPANY

Calculation of Revenue Deficiency
For the Test Year Ended
Decesber 31, 19%0

(Thousands of Dollars)

Acjusted Jurisdactional Rate Base

Requested Jurisdictional Rate of Return

Jurisdictional WO Requirec

Less: Achieved Adjusted Jurisdictional NI

Return Requiresent (After Taxes)

W0l multiplier

Revenue Deficiency

Florida Public Service Coasission
Docket Mo. B91345-E!

BULF PONER CONPANY
Witness: Mchillan
Exhibit Mo, ____
Schedule 17
Reference
Schedule Asount
5 923,562
16 8,341
17,025
8 $0,510
16,113
18 1. 631699
26,293
TEIIREREREEE




Line
o,

10

1l

12

Florida Public Service Cossission

Bocket Mo, B91343-E)
SULF PONER COMPARY
Bitaess: Nchillaa
Exhibit Mo, ____
Schedule 10
BULF POMER COWPANY
Revenus Expansion Facter & MO] Multiplier
Tost Your 19
Dencription Percent Porcont

Revenue Requiresest 100.0000

Gross Receipts Tax Rate 1.5000

fRegulatory Assesseent Rate 0.12%0

Uncollectible Factor ¢ 0.1133

Wet Before Incose Taxes 98.2617

(1) = (2) = (3) - ()

State Incose Tax Rate 5.%

State Incose Tax (5) x () 5. 4044

Not Before Federal Incose Tex (9) - (1) 92,8573

Federal Incose Taz Rate .00

Foderal Incose Tax (B) z (D) 315718

Revenus Expansion Factor (B) - (10) 61,2050

Kt Operating Incose Multiplier
(1001 / Line 11)

+ Reserve for Dad Debt Accrual (Per WR C-25) Divided By
Total Territorial Sales & Other Operating Revesues (Per WFR C-10)

511,000
= 0,003

99

1631699




Florida Public Service Commission
Docket No. 89134S-E1

BULF PDMER COMPANY

Witness: R. J. McHMillan

Exhibit No. ____

Schedule 19

Page 1 of 7

MINIMUM FILING REQUIREMENTS

Title

Full Revenus Requirssents Increase Reguested
Interis Revenue Requiresents Incresase Requested
Summary of Rate Case

Reasons for Requested Rate Increase

Summary of Jurisdictional Rate Base

Summary of Jurisdictional Net Operating Incomse
Summary of Adjustments Not Made

Summary of Jurisdictional Capital Structure
Summary of Jurisdictional Capital Cost Rates
Susmary of Financial Integrity Indicators

ot




Florida Fublic Service Commission
Docket No. B891345-E1

BGULF POWER COMPANY

Witness: R. J. McMillan

Exhibit Ne. ____

Schadule 19

Page 2 of 7

MINIMUM FILING REQUIREMENTS

Schedule Title

B-1 Balance Sheet - Jurisdictional

B-2a Balance Sheet - Jurisdictional Assats Calculation

B~-2b Balance Sheet - Jurisdictional Liabilities= Calculation
B-3 Ad justed Rate Base

B-4 Rate Base Adjustments

B-S Commission Rate Base Adjustments

B-6 Company Rate Base Adjustments

B-Ba Plant Balances By Account and Sub-Account

B-8b Depreciation Reserve Balances By Account and Bub-Account
B-%a Monthly Plant Balances Test Year-13 Months

B-9b Monthly Reserve Balances Test Year-13 Months

B-10 Capital Additions and Retirements

P-12a Property Held for Future Use-13 Month Average

B~-12b Property Held for Future Use-Monthly Balances

B-12c Property Hald for Future Use-Details

B-12d Property Held for Future Use-Cold Standby Units

P-13a Construction Work in Progress-13 Month Average Balance
B-13b Construction Work in Progress-Other Details

B-13c Construction Work in Progress-AFUDC

97




Florida Public Service Comamission
Docket No. 891345-E1

GULF POWER COMPANY

Witness: R. J. McHMillan

Exhibit No. ____

Schedule 19

Page 3 of 7

MINIMUM FILING REQUIREMENTS

Schedule Title

B-14 Working Capital~13 Month Average

B~15 Working Capital~-Monthly Balances

B-20 Plant Materials and Operating Supplies
B-21 Other Deferred Cradits

B-22 Misceilansous Deferred Debits

B-25 Additional Rate Base Components

B-27 Detail of Changes in Rate Base

B-30 Net Production Plant Additions

o8




Schedule

——

c-10
c-12
c-13
c-14
C-15
c-28

c-335
C-38a
C-38b

Florida Public Service Commission
Docket No. 891345-E1

GULF POWER COMPANY

Witness: R. J. McHMillan

Exhibit No. u e adiey

MINIMUM FILING REQUIREMENTS

Title

Jurisdictional Net Operating Income

Adjusted Jurisdictional Net Operating Income
Jurisdictional Net Operating Income Adjustments
Commission Net Operating Income Adjustments
Company Net Operating Income Adjustments

Out of Period Adjustments to Revenues and Expenses
Extraordinary Revenues and Expanses

Report of Operation Compared to Forecast-Revenuses
and Expenses

Operating Revenues Detail

Budgeted Versus Actual Operating Revenues and Expenses
Monthly Fuel Ravenues and Expenses

Monthly Fuel Expenses

Fusl Revenues and Expenses Reconciliation

Accusul ated Provision Accounts 228.1, 228.2, and 228.4

Depraciation Expense Computed on Plant Balances Test
Year-12 Months

Asortization/Recovery BSchedule-12 Months
Taxes Other Than Incosa Taxes
Revenus Taxes

99




Schedule

C-44
c-s8
c-59
C-62
C-63
C-64

Florida Public Service Commission
Docket No. B891345-£1

BULF POWER COMPANY

Witness: R. J. McMillan

Exhibit No. ____

Schedule 19

Page S of 7

MINIMUM FILING REQUIREMENTS

Title

Interest in Tax Expense Calculation
Revenus Expansion Factor

Attrition Allowance
Non Utility Operations Utilizing Utility Assets

Statement of Cash Flows

Earnings Test

60




Schedule

o ———

D-3a
D-3b
D-4a
D=6

D=7

D-10a
D-10b
D-ila
D-11b

D-1ic

D-11d

D-12a

D-12b

Florida Public Service Commission
Docket No. 891345-El

BULF POWER COMPANY

Witness: R. J. McMillan

Exhibit No. ____

Sichedule 19

Page 6 of 7

MINIMUM FILING REQUIREMENTS

Title

Cost of Capital~13 Month Average
Short-Tera Debt

Short-Term Financing Policy
Long-Term Debt Outstanding

Reports of Operations Compared to Forecast-Cost of
Capital

Preferrad Stock Dutstanding
Financing Plans-Stock and Bond Issues
Financing Plans-General Assumptions
Financial Indicators-Summary

Financial Indicators-Calculations of Interest and
Preferred Dividends Coverage Ratios

Financial Indicators-Calculations as a Percentage of
Income Available for Common

Financial Indicators-Calculation of the Percentage of
Construction Funds Generated Internally

Reconciliation of Jurisdictional Rate Base and
Capital Structure

Schedule of Pro-Rata Adjustsents

61




Florida Public Service Commission
Docket No. 891345-E1

BULF POWER COMPANY

Witness: R. J. McHMillan

Exhibit No. ____

Schedule 19

Page 7 of 7

REQUIREMENTS

MINIMUM FILING
Schadule Title
F-9 Forecasting Models
F-17 Assumptions
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