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Dear Ms. Cnmmer. 

STATE OP FLoRIDA 

Februy 27, 1998 

OR\GINAL 

~ DIVuN, Dau!cTolt 
AUDITINOA f'INANaAL ANALYSIS 
(150) 413-6410 

Tbe llldrl'lpOit for Oulf's depreciation study in thiJ docket iJ provided wim thiJ letter. Tbe 
Compllll)''l respoalel should be proviclecl by AprillO, 1998. This ICbedule anticipates 1D apDda 
confereace ct.te of luae 16, 1998. 1be Company's cooperation in provicling a response is 
appreciated, IDd Ill)' additional i.Dformation would be welcome. 
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Sincerely, 
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Patricia S. Lee 
US/C Engineer Supervisor 



STAFF REPORT ON 
GUU POWER COMPANY 

DOCDT No. 9'70M1-EI 

GENERAL otJES]]ON$/COMMENTS 

1. Pleae prcwide tbe 1997 eDd of year ldUal investment and reserve, u well 
u tbe 1997 ICdvity. for bodl plaDt IDd reserve. 

PBODUCDQN PLANT 

2. Oulra wort iD reviewUia tbe illveltmeaa 1110Ci1ted with power procb:doo eqt..,..,._ .-. cQpwt Tbe n:~~altfna cilia pr111 .. 1doD ID tbil ltUdy II cWferent 
fram ..._ pnrvbllly proYided. IDd ltltfiDticlpltel tblt It may prove very uaetul. 
AI lid ...... die ........ tbe IDIIysia is yet beiDa polilbed, IDd fbrtber 
1101__.. may IIIII to lddidoDal iDii&bt· 

Ill lbe foUowiDa ditculllca, ICaft' will praeat aeven1 c:oacet'DI. We would 
lib ullllda wHII'cxlll ,, ....... ..,. u Oulf can provide iD reprd to tbe C.ompa.y's 
vlew(s) Gil dae IIIIUin. Our inquiry II DOt h.,.,.... to imply tbat results or 
propollll iD die ltUdy 11e UIDIIOIIIble. Oil tbe CCIIIl'lry, Staff's cunory review 
to dille._ pa8nd _, cu•••,..._ 10 tbe Complny's propoals for proclucdon 
piiDL lloweWII', we would lib to UDdentaDcl more about tbe Company's view on 
each poiDt. Purdler, we 11e '""dna to beUcr UDdentaDcl tbe operation IDd 
implicati~ iDvolvecl with ... of cbia model. 

Statr recopizel tbat tbe purpose of a model II to captUre the essendtl 
fellurea, cly«wnb or pMtern or a pmceu in such a way that IMI"iDIIW raulla can 
be ucertliDed. 1)pically' tbe model does DOt purport to treat each IDd every 
Callan of a pnaa widl equal empblsis. but may very well exclude ccrtaiD effecta 
if tbey lie judpd ..... "'111X11Dl·. 

For Clldl CIOiaiD lilled, tbe ...... ilale is tbe atcDt to wblcb it impvu tbe 
results otnfned bJ udllrJna tbe model, IDd bow tbe Company would Justify 
applicadoll of die liiOdel UDder IUCb drcnmtt~ncea. Since each point II a cllrec:t 
oblervltioa of die dlla pre1mnted, we would DOt cxpece dW Oulf would aeect to 
stale qrenear widl what il llid, except ln a cue wbere tbe complll)' perceives 
some m.iauDdencaDdla or intatnteapaecadoD on tbe put of ttlft'. Our pi il a 
better uudeaatancllnJ of die moclel, IDd tbe way Gulf ... appllecl it, tbrouah 
clialope. 

Wbere 111 eumple il UIOcl or pveo, it lbould be UDdentood u an example 
of tbe c:lynmdct u tbe model C8pCIRI dan, IDd DOt u a J*dcular set of omnhen 
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to be reconciled ill tbe KCOtmtiq ~a~~e. Any answer given abou1d apply equally 
to any iDifaDce similar to tbe eumple used. with particular mnnben ICI'ViDa Ollly u i1luluadao. 

•. 

L fa tbe iDidal aeview, item 2 for piOdDcdoll pliDt lddreaecl tbe 
IDclultm of Dllpdve .... NJenres for IOIDe viDiqa in tbe survivina 
..... llicat. Gulf n:pona flndiq IOIDe 319 such enttiea, but we do 
DOt bow die dollar volume involved witb tbele enon. From tbe 
Ccl••a:y•s Rply, llafl UDdentiDds tbat ach Deplive hll•ra resulted 
from ICdvity iDcorrecdy 1ppliecl to a uait ar poup, IDd recopizel 
that at leat two iDcomct clara emria are cMiefore UIOdated witb 
ach of tbe 319 items Identified, 

ID .:Ia c::ate. tbr: idmdfied aepd¥e YiD11p t.l•ra ...._ die 
neap • Cllcal...., for ... poup. For die otber (compaloa) 
eaar(l), die ...,.. 111 II lkewed; but tbe error may be ID over or 

of ap, depenctina OD wbdber tbe tmpvtect vhap is 
older ar yoeap tbiD tbe calculated avenp ap. Pleue pmvide an 
UICII ... of tbe....,..., of tbele oblervaliaal, flam tbe Compay's 
\'lewjdul. Wllat Ia tbe suppon for that are mnen•? 

b. ID UliDa cbis model, tbe reminiq life for each viDiap of survivina 
....... .,., ill tbe 0-20 year poup is calculated u tbe ctiffaeace 
betw em lbe liD llld die 20-year maximum. By tbis pattem, Ill 1995 
IDYatenent in tbia poup for a unit projected to redre in tbe year 
2016 ._ a reminina life of 17.5 years. Ukewise, bodl 1996 IDd 
1997 invatnwmt bave a reminina life of 18.5 yean. WbeD tbe ap 
ac:eecls 20 yean, tbe remainina life becomes zero. Why is this 
liPPeD ured, ratber dian some other approach, such u movfna such 
items to aaodler poup? 

c. Staft' would lib to UDderllliWI wbat c:atcaoriea of plant itcma would 
bo iDcludcd in die 0-20 ute poup(s). Tbae can oe a varilti.oa of 
.-viCe Uvea 1m0111 tbe cmflirwl itcma in tbe poup, even if all tbe 
Items are lclendcat We are iDiaeaed to lalnw bow tbe model 
IC(DJIDwditel .... typal of ltcma, fD Gull' I view • 

3. Gulf bu repadld tbat ovedlluJa are piiDDod for botb Unit 1 IDd Uolt 2 It 
PlaDt Smldl duriDa till 19M - l9t9 period. Por each unit, projectecl redremaa 
IIDOUIIl to ._ d.a $400,000. ..,.._., of tbe paallDr roron aDd excltcn are 
projected to COlt over $2.5 million for ach UDit. Plelle delcribe tbe equlpmcut 
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11101e diiD $13 M, wbUe redraa,.. 11e lea tbaD $3 M. Such activity would be 
.... to decr!Mf tbe ICCCJUIIt 1W1'1p lp, IDd tbe remainiq life would iDcreue 
if tbe f:llle*d life piUirD (such u R2·38) II a CODIIIDt. 

b. Wlilt awap • ia woc:flled willa tbe iDYeltmelll iD tbla ICUdy, aDd 
bow - dllt campue wltb ... • iD tbe lut ICUdy1 

c. Doll tbe Company keep cbe NCOI'dl for Dlluibutioo Stadoa 
~ u a .... propeny ICCOUIIl, or cua each iadiviclual 
11dreawDt Uldt of iDIIIIIed ~ plat be identified? 

d. ..._ expJatn bow t11e propoeec1 c1ecnue m remtimna life bar c:ome 
lboQt, pven tbelc oblervati0111. 

e. A11o, ~ pnwide tbe Cbeondcal raerve pe11:eotqe aloDa with tbe 
ohM• by wbicb it Wll clalenDiDed. Tbere il a small diJcrepacy 
t6 lllliiCI'I'" 'My $0.5 M betwem lllfra calcnladaa aDd tbe tbeoredcal n1erve ID tbe study. 

Far diD Trwwn'Won SCidaD Equipnem ICCOUIIt, tbe prorosal il to nWil tbe 
R2 carve IDd iDcnlle tbe •venae service lite to 45 yem. 1be propoeed ..,..., lite il 32 yean, iDcreulDa from tbe cummt rematniq life of 26 yean. 
Apin, powtb ID die ICCOUIIl would produce a clecreue iD averaae ap, wbic:h 
would tal to ba 1 111 ao••hduc life. However, tbe propoeed iDcreue may be too 
pat. 

Wblle tbe OoallaY'• experience appean to i.odiCIIe tbat averaae life for 
tnnpniaim -- equlpmeat will be 1oaaer that tbe avenp life for IWion equip1Jalt ill tbe diiUibudoa tuacdoll, a decrelle for clilcributioo equipmeDl could 
tbeoredcally nlnttiD that mtdomhip. 1be propoeec1 iDcreue for crmsntakJD 
ltadoo equipallac it beyood tbe apecWioaa of odler Florida CCIIDpiDiet. Wbal 
d8e ia a lbla of tbe ....,. .. propoeed, IDd beyODd tbe apericDce of otben in 
tbe iDdlllby, it II oliO ded to a clll'eaeut tecbDolo&Y or a ciUf«eDce iD Compay 
policy. 

f. Plelle ellbanle oo tbe OoallaY'• tpeCi1lc experience u it relata to 
die propoeed iDcnae iD •venae • rice l!le. 

•· .... It ... CWid ..... b' cblt illveltaa&, aDd wbat wu tbe 
avenp .. It tbe Jut ICUdy1 
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b. Ale ftiCOI'dl ....... ined by viallp ad locatiOD for CICb retiremeDt 
aalt ID ddl ICCOUDt? 

I. Wbll lnbm,..,. 1Upp01U the IOieclioD of lbe 45-year aervlce llle, u 
~ to 40, 43, or 46 ,_.. for eumple? 

j. AIID, plllle provide tile lbeoredcal re.rve peR:CDtap alona witb tbc 
Cllca111inn by wldch It wu ......... 

1'111 ~ pi'GPGIII to ... lbe 83-40 llle peiiiiiD for die SCnlclura 
ICCOUIIt iD dll dlllrlbadoD ftiQCdoo. A'IDIIJ lbere bave beaa redlemela to die 
'CCCMIIII, but die ...... lng II bwftnllePn•J. Tbe "''IDIIUde of 111111111 MdldaDI II 
1111111, but lJpiCIIIy die ... IIDOUIIl to about dne times tbe toCI1 redremeatl. 

k. SCaff would lib clarUicadoD u 10 tbe Ule of tbe lbUctUI'el in tbil IIX'JDI•· do ..._ ...._ ..ve 10 boule qtbiDa in addldoD to die 
........... -- equipalll? 

I. An recanll lor ddl IICCOUIIl bpt u maa propaty reconla? 

aa. Wbat &ftatll ap II cuueady IIIOCitled widl die ICCOUDl, IDd II it 
• ICIIIIdal or 11'.......,_ aae? 

TbD ...,_. far m••"i"' Ufe, a1oaa witb tbe UDderlylaa curve ad ICl'Vicc Ufe, ~ laiONbJe for ddl ICCOUDl. T'be lllvlp propou1 of DCpdve lOS 
reftecCI •n=-"-c...._. COlt of awawal, IDII ..,.,.,. to be UIOdlfrtd with vay IIDI11 
adiN••M•. fD Yilw of .... diD~ (10") may DOt be typical of die peat.er 
pardma of tbe illv I 2"*C iD dlia ICCOUIIt. Tbe adler Florida OaalpiDia do DOt 
••ktplle dill COlt of aemo¥11 will pusb lllvap more oepdve tban 5 S. At tbil 
time,., wuald wk:ipMe .......... (5") for Detlllvlp. 

For die •••n'gfaa Sla- ICCOILD, die Compuay propo1111 10 move from • 53-«» eo ID ...., lito ..-... Aa diiCUIIed abcm, lbla accouDt wW bave die 
pealelt ..vice uto of abe four aelaled ICCOUDII. Tbe propDIOd daiDp does DOt 
meet tblt e~J+M••t.aa. Oae W.ldou of dda caac.em II a COIIIplriloo witb tbe 'I"'detM llllkla ......._ Ill 1111 ldYIIacl aae l'lllpl. ODiy about 11" of tbe 
lliUdUre MviYII It qe 55, but a1mDit 30" of tbe llldaG equipalllll' yet survives 
• 1blt qe. Wl2baut lnlladoa, dll Jt2.45 paa.em (pftlpoled for llldaG equipa-) 
._ lbaut 5" of ••- awl._ eo qe 70 yean, but lbe R4-45 diapiiO zero 
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aumvon a few ,_. earlier IbiD aae 70. At dill juoccure, Ita« would DOt fiDd 
tbe IJIOPC*d ..... ILDplable. 

In cc•llithhc die •wn'"'m SCIIioD Pquipnmt aod Struccure1 ec=mmta aod 
tbe reladoDIIalp betwem dlma, Staff would b,e inrJhwl to a more CODICl'VIIive 
iDcreue for~ 353, perbapl to an R2-i0 Ufe pattern, accompanied by an 53-
42 for tbe SUuclme Accouat 3.52. 

7. Tcnr.wa IDd ,.._, AoaoUal 354 

Tbe 1J10PC*C1 c:hnp to an R.5-45 appean to be ill liDe with Gulra 
experieace lor dda mDIIII, u well u beiDa ill 1iDe with iDdultry thtnkina. Tbe «•''"•taa ~ a ._we 20S aet ..mp is ICCepCible. It appem reuoD1b1e u 
ID admete far &iiDOYII by Compay penoaDel aod it ia ill tbe acupled nap of 
incbiiC&y pacdce. 

8. Tflnpnlulon Polel llld Fbduiel, ACCOUIIt 355 

1biJ il ID C11N111111J lllble ICCOUIII, with IIDI11 I.Dcae~~ae+dl of b:avacaxm •vma ......... -. ~ 10 ,.... With me ICdvity repone~~ aiDcc me 111t 
IIUdy, tbe awnae Ill~ tbe ICOOUIIl Ja iDc1euiDa qube slowly. TbD Sl-37 cutVe 
it type~~~ tbe indnlby llld Ia U. wkb CompaQy'a experieace. Tbe propoll1 to ao tram • - ...... ~ ._we 35" to aeptive 45" ia derived from Gulra 
experieace, bat lila ba .... a wide varimce ill umua1 redremeat Ieveii 1D11 cost 
of removal. In tbe year expedeDeiDa tbe larpat retiraDeata, aJDOUDdDi to a 
~~ &.- ~ 5", tbe COlt of temoval wu lea tban 5". Tbere ia a question 
wbedler or DDt die eadle ~ II IUbjec:t to tbe hiP COIC of removal, or wbetbcr 
it ...... UDder difllc:ull bat limited c:iramntaDcea. Tbe propoleCl iDcreue ia 
beyoDd tbe e.xpectllioa of odlrn iD tbe iDdultry. IDd Ita« ia inrJinecl to RWn tbe 
35" aepdve - .mae. 

9. Tfarwniaicm o.t.d OmdiiCIOn IDd Devic:a, AccouDt 356 

'11111 equiJuteat, wblch ia IUppOited by tbe equipmt4lr ill ACCOUDl 355, allo 
abowlllllblitJ, bat wilb a IIJabl powda CieDd repii£Kaled by about 1" iDcleue in iav.,..,.,. lilll:ll die ... IlDdy. 1D lddidoa, a 11D111 pen::earap of equipment, such 
u lna"IIDn, lillY be IUbjec:t to r.- f'ollowiDa retiremeat. Wbile tbo illvatrnenl 
abow1 a V11Y low •YIIIP ....a p11ceatqe ndriDa c:wre&Uiy, Ita« CIIIDOt Jusdty 
.... beyoDd tbe 37.,., lite far ... poJel upon wbidl tbia equi&la'CDI relll. Tbe 
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10. 

No &«<dlckm or nlilaDalb for this type of equipmeDt are aboWil in tbe 
acdvity for lbe yem 1993-1996. Tbe CClCIIplll)' oocea that •me majority of tbe 
invatznenc Wll added in 1993 IDd 1989 •• 

a. Piidlp .... It a 'JPOIIIpblcaJ error in the ltltement? If so, please 
.... Iliff of Ill)' correctiOD wbJcb is required. 

We aclalowledp tbat ooa«i!llldon of tbe 40-ycar service life IDd square curve bm ...,_. ~llble UDder die cin:umsttnc:ee, u far u CID be ucenaiDed. 
A aepdve 5S aet 11i¥11e II allo reac.•Me, with tbe same cavell. 

11. ROidl IDd Tnill, ACCOUDl 359 

1be popou1 II to ...m tbe lqUin: curve IDd reduce tbe service ute to -«> yem ill Nllim""P' willa APB 117, Accnnntq for Jncanalble AileD. SCatl ICftJIICI lbe prapalll. Tile lpiiiOpl'ille net alvqe II OS. 

12. Uadeqrouad Calduit, Accoant 366 

Wbat II tbe qe of tbe oldest surviviDa inveltmalt in this account? Plcue 
provide a paeradca U'l'lllpiDCIIl for all of tbe surviviDa invesbDelll. 

13. lJDe 1'nDif'ormen, Account 368 

Plllle apl• Oult'a __.,,,. tor ee*rina die S0-29 life pauem, wblch wu 
number 2 ill die curve ftt nDkiD& for tb1s ICCOUnt. Abo, pleue provide a 
geDeradon lll'npment for IUI'Yivon. Staff will recopize a net alvap of 5 S, reflertl.. arc- IIIYip ,.,.,.,., CODiistently. In ICCOnl with inltrucdoal for this 
IDCCJid iD tbe Code of Federal ltepladoal, removal COlD for triDiformen are DOt 
to be n&cled iD lbe ICCOUIIt l'elei'Ye. 

14. OYedleld Serricel, Account 369.1 

Pleae pnMde ....._ anw pmaa for the surviviDa iavemoea& ill this 
ICCCRJDt, baed 011 bodl lbe 51-27 .... 1.2-29 lite ......... Tbe poll lllvqe 
reconlecl bu ... lpCDdlc - ,., It dmel, • few pei'C*It at odler tt..... Doel 
ddl ndlect dlfrel._ ill tiDdDa 111111 1111 wvaae marbl, or Ia c.be cUtrereace due co cb.aaa• In cecbDoloiY? Por tbll ICCOUDC, Stair• recommendldoo will depeM oo 

8 



Docket No. 970843-EI 
Date: Febru8ry 27, 1998 

tbe respoDie to dds iDquiry. 

1.5. Structures aad lmplovemealla, Aa:ouat 390 

Tbe Compay bat piOpOied an R4 curve aad c:ootinuation of tbe 43-year 
aerrice Jife. 1be .. .- renwlntna life II a decreue of 4 yean from the c:urrem appmved remamtna lite of 34 yean. Tbe reuon•na atven is tbat, ableat ocber cJMr, •a ..._ .. ,.. of 4 ,_. iD tbe mutntna lite il appropriare." Std il 
CCJGCerDeCl widl 1bis ......... wbecMr 01' DOt tbele is I peal Impact OD this 
ICCDUIIl at tbll dme. Speclftcally. tbere bave .,_ ccnl- IIIDUal addldoaa and redremema iD dds ICCOUIIl over tbe four yan put. At liiiiWY 1, 1998, tbe mnp Ill of tbe •aew" ...,_,.. (added liDce tbe luC n=pracripdoo) II almolt 
eucdy two ,.a. llld dill ...,..,.. to a Dale UDder 5• of tbe ICCOUIIt. AJ a 
laUit of dda ICd¥ity, avenp qe ~ by about 3 yean, rather tban 4, wbich 
would briDa tbe renwlnlna life iDto tbe rap of 31 to 32 yean - in coocrut to Cbe Complay'a piOpOied 30 yean. Wbile ddl ciUI'ereDco II wkhiD rcuoa for our .,,..._ ,......., WI IIIII til ....-, to nMiw 1111 lmponaace of lnc:ludiq 
ICdYlty ill die ....... pmcecae. Tbe dect of ICdvity must be f'lctorecl iDto die ..... ,,...._ of •••wm•na life, or ct.re cnnnt be coaftcleoce in the rault. 

Ill w.tcfitbl, tbele Clll be aa lrnpr.cr due to tbe life .,.aem curve; some 
cum~ VlfJ lftlldy flam a 1U1Jabt llDe, iD some IIIIPI· l.Mkina at tbe R4 curve fbr a 4,.,_. BVice lite, • lbe ap of 30 . .5 yean tbe J'C!IDiinfna life is 14.4 yean; 
• tbe liD of 34 • .5 yean lbe """'"'"I life II 11 . .5 yean (DOt 10.4 y:us). If four ,_.. have paled, but tbe ap baa iDcreuecl by only oae or two yean u a result 
of ICCivity, die remainina lite CID be iD the 12 or 13-year nap. Remainina life 
does DOt aecan dly decreue directly, year-for-year, witb the PllliDI of time. 

16. Automobilel, ACCOUDl 392.1 

Ill ICCOI'd wltb redJaDall of all inveltmem iD tbis acc:ount prior to Jamwy 1, 1M, ao provilioll il oeedod ror lddidoaal ca!*aJ recovery. Sed will leCC''"...t tr11111er of tbe renwtntna re. ve htl•rw: to IDOdler KCOUDt. 

17. Heavy Trucb, Ac:coullt 392.3 

AddidODI bave bem parer tban n:dieJIOolll in thla ICCOUDt, so tbat the 
ICCOUIJI MJeme ._ pown by more tban 30• alDce tbe Jut npreiCripdon. Pleue compare tbe DIW equlpmeDt with tbe redrtDa equipment; are there aay ditrerencea in tbe Ute pillelll upecced for tbe newer ttucb? Pleue provide the aeueradon 
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be a:pected for tbe IDIJority of inveiCIDIDt IDCI equipallat Ill 1D account?• If 11111111 ....._.. 111 IIDIII, die ..vk:e Uf'e bocomel excealvely loag, except for tbe ev• wblcb would briDa about 1 major redremelll. It becomes evidcat tbat ~ ldla&iMi'MI, DOt die 1e..-~ 1111111 poltioal of equipDent IDd invetement, are tbe elpWted .-D for die majority of tbe bn•n•. Plequendy, bJabcr nlel lbowiaa 11P iD I ...,... yell'• reftecc inftidon of labor COlli, tbe CIID effort 
10 remove 1 piece~ eq.alp1wnt wblle leiYiDa tbe IUIIOUDdiDa equipmall bact. ecc. Staft' would ....,_ dial IUCb a devaaed factor of ftiDOVIl COlt il appropriarc for 20• to 35S of tbe bnwtnllf#. For tbe foUowiDa !CXQton, we are loclioed to 
ftiCDIIPIMI!d ... tbe Cllll- ... llivqe be I"'ioed: 

ACCQUNT 
355 T.....,l11lon ~ n Fbctu• 
381 Dlllltbulon arucu. 
382 Dlllltbulon 8fatlon Equipment 
384 Polel, T..,. Md Fbd&ne 
388.2 ov.rhlld s.rw.. 
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