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Gulf Power Company

Pensacola, Florida

 SEQ CHAPTER \h \r 1The attached report summarizes the amended depreciation rates from the study conducted of the annual depreciation rates for the projected depreciable electric plant of Gulf Power Company (“Gulf Power” or “the Company”) as of December 31, 2005, filed in May 2005 and approved April 24, 2006 by the Florida Public Service Commission (“Commission”) in Docket No. 050381-EI.  

The amended depreciation rates are a result of extending the life of Crist Units 4-7, Smith Units 1-2, and Smith Combined Cycle.  The amended depreciation rates of these units are based on projected retirement dates extended by ten years.  The amended depreciation rates were developed using the same methods and procedures employed in the 2005 Gulf Power study and consistent with the Commission practice and the Florida Administrative Code 25-6.0436.  
The amended depreciation rates were developed using the same life span technique applied in the 2005 study.  In this technique, the remaining life of a generating unit is based on its estimated retirement date and reflects the adjustment for the effects of interim retirements.  The amended depreciation rates also reflect the effects of net removal of interim retirements.  Also included in the amended depreciation rates were a determination of net removal and the annual depreciation of dismantlement costs.  

We reviewed the depreciation calculations of the amended depreciation rates and the summary pages of the attached report.  We agree with the use of the extended lives and the calculations of the average service lives, remaining lives, net removal, and dismantlement costs.

We recommend Gulf Power adopt the amended depreciation rates included in this report.  SEQ CHAPTER \h \r 1Based on the review, it is our opinion that the amended depreciation factors as recommended are reasonable and appropriate for Gulf Power capital recovery.  T SEQ CHAPTER \h \r 1he depreciation factors recommended in this amendment  study are designed to recover, through the depreciation expense provision, the total cost of plant, allowing for net removal, over the remaining useful life of the plant based on the facts and conditions known at the time of the study. 

 SEQ CHAPTER \h \r 1Respectfully submitted,
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Assistant Vice President and Director
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