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GULF POWER COMPANY

TEN-YEAR SITE PLAN
Executive Summary

The Gulf Power Company 1998 Ten-Year Site Plan (TYSP) is filed with the Florida
Public Service Commission (FPSC) in accordance with the requirements of Chapter 186.801,
Florida Statues as revised by the Legislature in 1995. That revision replaced the Florida
Department of Community Affairs with the FPSC as the responsible agency for the TYSP’s. This
1998 Ten-Year Site Plan for Gulf Power Company is being filed in compliance with the
Commission’s newly revised rules.

The 1998 TYSP contains documentation of assumptions, load forecast, fuel forecasts,
the planning processes, existing resources, and future capacity needs and resources. The
planning process for Gulf is tightly coordinated within the Southern electric system Integrated
Resource Planning (IRP) process, as the Company participates along with the other Southern
companies, Alabama Power, Georgia Power, Mississippi Power, and Savannah Electric Power.
Gulf Power Company shares in the benefits gained from planning a large system such as
Southern, without the costs of a large planning staff of its own.

The capacity resource needs of the plan are driven by the demand forecast which
already includes the projected demand-side measures embedded into it prior to entering the
generation mix process. The generation mix process uses PROVIEW to screen the available
technologies in order to produce a listing of preferred capacity resource plans from which to
select the best, most cost-effective plan for the system. The resulting system resource needs
are appropriately allocated among the operating companies based on reserve requirements,
whereby each company chooses the best way in order to meet its capacity and reliability needs.

Gulf plans to use power purchases, exclusively, until the year 2002. Gulf Power Company
has determined that the best way in which to meet its 2002 capacity obligations with internal
construction will be with the installation of a combined cycle generating unit at its Lansing Smith

Generating Plant. Of course, this combined cycle unit will require certification under the state’s

160186-OPC-POD-144-1045



Power Plant Siting Act (PPSA) and therefore, will require that Gulf issue a Request for Proposals
(RFP) for possible alternatives to the Company’s own construction. Gulf anticipates issuing this
RFP in July of 1998. Gulf's decision to take this approach to meeting its capacity needs is driven
by the factors of cost-effectiveness and that this plan provides Gulf with the most flexibility and

reliability while taking advantage of low cost market energy in the near term.
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DESCRIPTION OF EXISTING FACILITIES

Gulf Power Company owns and operates three fossil - fueled generating facilities in Northwest
Florida, has a 50% ownership in Mississippi Power Company’s Daniel Electric Generating Facility,
and has a 25% ownership in Gecrgia Power Company’s Scherer Electric Generating Facility Unit
#3. This consists of fourteen fossil steam units and one combustion turbine. Schedule 1 shows
1,107 MW of steam generation is located at the Crist Electric Generating Facility near Pensacola,
Florida. The Lansing Smith Electric Generating Facility, near Panama City, Florida includes 356
MW of steam generation and 32 MW (summer rating) of combustion turbine facilities. The Scholz
Electric Generating Facility, near Sneeds, Florida consists of 98 MW of steam generation.

The company has just recently taken ownership of three combustion turbines associated with an
existing customer’s cogeneration facility adding another 14 MW'to Guif's exisfing capacity.
Including Gulf's ownership interest in Daniel fossil steam units 1 and 2 and Scherer fossil steam
unit #3, Gulf has a total net summer generating capability of 2,308 MW and a total net winter

generating capability of 2,317 MW as of June 1, 1998.
The existing Gulf system in Northwest Florida including generating plants, substations,

transmission lines and service area is shown on the accompanying system map. Data regarding

Gulf’s existing generating facilities is presented on Schedule 1.
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CHAPTER I

FORECAST OF ELECTRIC POWER DEMAND
AND ENERGY CONSUMPTION
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FORECASTING DOCUMENTATION
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GULF POWER COMPANY
LOAD FORECASTING METHODOLOGY
OVERVIEW

Gulf Power Company views the forecasting effort as a dynamic process requiring ongoing efforts
to yield results which allow informed planning and decision-making. The total forecast is an integration
of different techniques and methodologies, each applied to the task for which it is best suited. Many of
the techniques take advantage of the extensive data made available through the Company's marketing
efforts, which are predicated on the philosophy of knowing and understanding the needs, perceptions
and motivations of our customers and actively promoting wise and efficient uses of energy which satisfy
customer neéés. Gulf Power Company has been a pacesetter in the energy efficiency market since
the development and implementation of the Good ¢ents Home program in the mid-70’s. This program
brought customer awareness, understanding and expectations regarding energy eficient construction
standards in Northwest Florida to levels unmatched elsewhere. Since that time, the Good ¢ents
Home program has seen many enhancements, and has been widely accepted not only by our
customers, but by builders, contractors, consumers, and other electric utilities throughout the nation,
providing clear evidence that selling efficiency to customers can be done successfully.

The Marketing Services section of the Marketing and Load Management Department is
responsible for preparing forecasts of customers, energy and peak demand. A description of the

assumptions and methods used in the development of these forecasts follows.
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. ASSUMPTIONS

A. ECONOMIC OUTLOOK

Gulf's projections assume the U. S. economy will continue to grow from its 1996 growth of
2.5% in real Gross Domestic Product (GDP). The Federal Reserve is expected to maintain its
policy of restricting economic growth in order to control inflation. This environment of moderate
growth (1997-2.9%, 1998-2.1%, 1999-2.1%) with inflation below 3% is expected to encourage
bdsiness investment. Current labor force projections indicate that growth in the work force is
slowing down, and this business investment will be key to achieve the productivity gains

necesééry to offset the slowing work force.
B. TERRITORIAL

Gulf's projections reflect the current economic outlook for our service area as provided by
Regional Financial Associates (RFA), a renowned economic service provider. Guif's forecast
assumes that service area population growth will continue to exceed that of the nation and will
slightly lead the rate of growth for the state of Florida. Additionally, Gulf's projections incorporate
electric price assumptions derived from the 1997 Gulf Power Official Long-Range Forecast.
Natural gas prices are derived from the 1998 Southern Company Services (SCS) Fuel Panel.

The following tables provide a summary of the assumptions associated with Gulf's forecast:
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TABLE 1

ECONOMIC SUMMARY
(1997-2002)

Base Case Forecast

GDP Growth 2.9-1.5%

Real Interest Rate 4.7 -3.8%

" Inflation 23-2.9%
TABLE 2

AREA DEMOGRAPHIC SUMMARY
(1997-2002)

Base Case Forecast

Population Gain 83,850

Net Migration 55,046

Average Annual

Population Growth 1.9%

Average Annual

Labor Force Growth 1.7%

Share of

Population Served 81.7%
10
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Il. CUSTOMER FORECAST

A. RESIDENTIAL CUSTOMER FORECAST

The immediate short-term forecast (0-2 years) of customers is based primarily on
projections prepared by district personnel. The districts remain abreast of local market and
economic conditions within their service territories through direct contact with economic
development agencies, developers, builders, lending institutions and other key contacts.
The immediate short-term forecasts prepared by the districts, which are developed through
various forecasting methods, are analyzed for consistency and the incorporation of major
co_r{struction projects and business developments is reviewed. The end result is a near-term
forecast of residential customers by type of dwelling.

For the remaining forecast horizon (3-25 years), the Gulf Economic Model, a
competition-based econometric model, is used in the development of residential customer
projections. Projections of births, deaths, and population by age groups are determined by
past and projected trends. Migration is determined by economic growth relative to
surrounding areas.

The forecast of residential customers is an outcome of the final section of the
migration/demographic element of the model. The number of residential customers Gulf
expects to serve is calculated by multiplying the total number of households located in the
eight counties in which Gulf provides service by the percentage of customers in these eight
counties for which Gulf currently provides service.

The number of households referred to above is computed by applying a household
formation trend to the previously mentioned population by age group, and then by summing
the number of households in each of five adult age categories. As indicated, there is a
relationship between households, or residential customers, and the age structure of the
population of the area, as well as household formation trends. The household formation
trend is the product of initial year household formation rates in the Gulf service area and

projected U.S. trends in household formation.

11
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B. COMMERCIAL CUSTOMER FORECAST

The immediate short-term forecast (0-2 years) of commercial customers, as in the
residential sector, is prepared by the districts. A review of the assumptions, techniques and
results for each distrid is undertaken, with special attention given to the incorporation of
major commercial development projects.

Beyond the immediate short-term period, commercial customers are forecast as a
function of residential customers, reflecting the growth of commercial services to meet the
needs of new residents. Implicit in the commercial customer forecast is the relationship

between growth in total real disposable income and growth in the commercial sector.
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lil. ENERGY SALES FORECAST

A. RESIDENTIAL SALES FORECAST

The residential energy sales forecast is prepared using the Residential End-Use
Energy Planning System (REEPS), a model developed for the Electric Power Research
Institute (EPRI) by Cambridge Systematics, Incorporated, under Project RP1211-2. The
REEPS mode! integrates elements of both econometric and engineering end-use
approaches to energy forecasting. Market penetrations and energy consumption rates for
major appliance end-uses are treated explicitly. REEPS produces forecasts of appliance
inéfallations, operating efficiencies and utilization patterns for space heating, water heating,
air conditioning and cooking, as weli as other major end-uses. Each of these decisions is
responsive to energy prices and demand-side initiatives, as well as household/dwelling
characteristics and geographical variables.

The major behavioral responses in the simulation model have been estimated
statistically from an analysis of household survey data. Surveys provide the data source
required to identify the responsiveness of household energy decisions to prices and other
variables.

The REEPS model forecasts energy decisions for a large number of different
population segments. These segments represent households with different demographic
and dwelling characteristics. Together, the population segments reflect the full distribution
of characteristics in the customer population. The total service area forecast of residential
energy decisions is represented as the sum of the choices of various segments. This
approach enhances evaluation of the distributional impacts of various demand-side
initiatives.

For each of the major end-uses, REEPS forecasts equipment purchases, efficiency
and utilization choices. The model distinguishes among appliance installations in new
housing, retrofit installations and purchases of portable units. Within the simulation, the
probability of installing a given abpliance in a new dwelling depends on the operating and
performance characteristics of the competing alternatives, as well as household and
dwelling features. The installation probabilities for certain end-use categories are highly

interdependent.

13
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The functional form of the appliance installation models is the multinomial logit or its
generalization, the nested logit. The parameters of these models quantify the sensitivity of
appliance installation choices to costs and other characteristics. The magnitudes of these
parameters have been estimated statistically from household survey data.

Appliance operating efficiency and utilization rates are simulated in the REEPS model
as interdependent decisions. Efficiency choice is dependent on operating cost at the
planned utilization rate, while actual utilization depends on operating cost given the
appliance efficiency. Appliance and building standards affect efficiency directly by
mandating higher levels than those otherwise expected.

The sensitivity of efficiency and utilization decisions to costs, climate, household and
dwélling size, and income has been estimated from historical survey data. Energy prices,
income, and household and dwelling size significantly affect space conditioning and residuatl
energy use. Household and dwelling size also influence water heating usage. Climate
significantly impacts space heating and air conditioning.

Major appliance base year unit energy consumption (UEC) estimates are based on
data delevioped by Regional Economic Research, Inc. (RER), the current EPRI contractor,
from metered appliance data or conditioned energy demand regression analysis. The latter
is a technique employed in the absence of metered observations of individual appliance
usage, and involves the disaggregation of total household demand for electricity into
appliance specific demand functions. All of the weather sensitive UEC estimates were
adjusted for Gulf Power's weather conditions.

The residential sales forecast reflects the continued impacts of Gulf Power's Good
¢ents Home program and efficiency improvements undertaken by customers as a result of
¢entsable Energy Check audits and the Gulf Express Loan program, as well as conversions
to higher efficient outdoor lighting. The residential sales forecast also reflects the
anticipated incremental impacts of Gulfs DSM plan, approved in April, 1995, designed to
meet the Commission-approved demand and energy reduction goals established in
October,1994. Additional information on the residential conservation programs and program

features are provided in the Conservation section.

14
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B. COMMERCIAL SALES FORECAST

COMMEND, a commercial end-use model developed by the Georgia Institute of
Technology through EPRI Project RP1216-06, serves as the basis for the major portion of
Gulf's commercial energy sales forecast.

The COMMEND model is an extension of the capital-stock approach used in most
econometric studies. This approach views the demand for energy as a product of three
factors. The first of these factors is the physical stock of energy-using capital, the second
factor is base year energy use, and the third is a utilization factor representing utilization of
equipment relative to the base year;

N Changes in equipment utilization are modeled using short-run econometric fuel price
elasticities. Fuel choice is forecast with a life-cycle cost/behavioral microsimulation
submodel, and changes in equipment efficiency are determined using engineering and cost
information for space heating, cooling and ventilation equipment and econometric elasticity
estimates for the other end-uses (lighting, water heating, ventilation, cooking, refrigeration,
and others).

Three characteristics of COMMEND distinguish it from f{raditional modeling
approaches. First, the reliance on engineering relationships to determine future heating and
cooling efficiency provides a sounder basis for forecasting long-run changes in space
Heating and cooling energy requirements than a pure econometric approach can supply.
Second, the simulation model uses a variety of engineering data on the energy-using
characteristics of commercial buildings. Third, COMMEND provides estimates of energy
use detailed by end-use, fuel type and building type.

DRI McGraw Hill's annual building data and Gulf's most recent Commercial Market
Survey provided much of the input data required for the COMMEND model. The model
produces forecasts of energy use for the end-uses mentioned above, within each of the

following business categories:

1. Food Stores 7. Elementary/Secondary Schools
2. Offices 8. Colleges/Trade Schools
3. Retail and Personal Services 9. Hospitals/Health Services
4. Public Utilities 10. Hotels/Motels
5. Automotive Services 11. Religious Organizations
6. Restaurants 12. Miscellaneous
15
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The commercial sales forecast reflects the continued impacts of Gulf Power's
Commercial Good ¢ents building program and efficiency improvements undertaken by
customers as a result of Commercial Energy Audits and Technical Assistance Audits, as
well as conversions to higher efficient outdoor. lighting. The commercial sales forecast also
reflects the anticipated incremental impacts of Gulf's DSM plan, approved in April, 1995,
designed to meet the Commission-approved demand and energy reduction goals
established in October,1994. Additional information on the Commercial Conservation

programs and program features are provided in the Conservation section.

C. INDUSTRIAL SALES FORECAST

The short-term industrial energy sales forecast is developed using a combination of
on-site surveys of major industrial customers, trending techniques, and multiple regression
analysis. Forty-six of Gulf's largest industrial customers are interviewed to identify load
changes due to equipment addition, replacement or changes in operating characteristics.

The short-term forecast of monthly sales to these major industrial customers is a
synthesis of the detailed survey information and historical monthly load factor trends. The
forecast of short-term sales to the remaining smaller industrial customers is developed using
multiple regression analysis.

The long-term forecast of industrial energy sales is based on econometric models of
the chemical, pulp and paper, other manufacturing, and non-manufacturing sectors. The
industrial forecast is further refined by accounting for expected self generation installations,
and a supplemental energy rate. The industrial sales forecast also reflects the anticipated
incremental impacts of Gulfs DSM plan, approved in April, 1995, designed to meet the
Commission-approved demand and energy reduction goals established in October,1994.
Additional information on the conservation programs and program features are provided in

the Conservation section.

16
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D. STREET LIGHTING SALES FORECAST

The forecast of monthly energy sales to street lighting customers is based on

projections of the number of fixtures in service, for each of the following fixture types:

HIGH PRESSURE SODIUM MERCURY VAPOR
5,400 Lumen 3,200 Lumen
8,800 Lumen 7,000 Lumen

20,000 Lumen 9,400 Lumen
25,000 Lumen 17,000 Lumen
46,000 Lumen 48,000 Lumen

The projected number of fixtures by fixture type are developed from analyses of recent
historical fixture data to discern the patterns of fixture additions and deletions. The estimated
monthly kilowatt-hour consumption for each fixture type is multiplied by the projected
number of fixtures in servjce to produce total monthly sales for a given type of fixture. This
methodology allows Gulf to explicitly evaluate the impacts of lighting programs, such as

mercury vapor to high pressure sodium conversions.

17

160186-OPC-POD-144-1064



E. WHOLESALE ENERGY FORECAST

The short-term forecast of energy sales to wholesale customers is based on interviews
with these customers, as well as recent historical data. A forecast of total monthly energy
requirements at each wholesale delivery point is produced.

The long-term forecast is based on estimates of annual growth rates for each delivery

point, according to future growth potential.

F. | COMPANY USE & INTERDEPARTMENTAL ENERGY

N The annual forecast for Company and Interdepartmental energy usage was based on
recent historical values, with appropriate adjustments to reflect short-term increases in
energy requirements for anticipated new Company facilities. The monthly spreads were

derived using historical relationships between monthly and annual energy usage.

18

160186-OPC-POD-144-1065



IV. PEAK DEMAND FORECAST

The peak demand forecast is prepared using the Hourly Electric Load Model (HELM),
developed by ICF, Incorporated, for EPRI under Project RP1955-1. The model forecasts hourly
electrical loads over the |on‘g-term.

Load shape forecasts have always provided an important input to traditional system
planning functions. Forecasts of the pattern of demand have acquired an added importance due
to structural changes in the demand for electricity and increased utility involvement in influencing
load patterns for the mutual benefit of the utility and its customers.

HELM represents an approach designed to better capture changes in the underlying
structuré- of electricity consumption. Rapid increases in energy prices during the 1970's and early
1980's brought about changes in the efficiency of energy-using equipment. Additionally,
sociodemographic and microeconomic developments have changed the composition of electricity
consumption, including changes in fuel shares, housing mix, household age and size,
construction features, mix of commercial services, and mix of industrial products.

In addition to these naturally occurring structural changes, utilities have become increasingly
active in offering customers options which result in modified consumption patterns. An important
input to the design of such demand-side programs is an assessment of their likely impact on utility
system loads.

HELM has been designed to forecast electric utility load shapes and to analyze the impacts
of factors such as alternative weather conditions, customer mix changes, fuel share changes, and
demand-side programs. The structural detail of HELM provides forecasts of hourly class and
system load curves by weighting and aggregating load shapes for individual end-use
components.

Model inputs include energy forecasts and load shape data for the user-specified end-uses.
Inputs are also required to reflect new technologies, rate structures and other demand-side
programs. Mode! outputs include hourly system and class load curves, load duration curves,
monthly system and class peaks, load factors and energy requirements by season and rating
period.

The methodology embedded in HELM may be referred to as a "bottom-up" approach. Class

and system load shapes are calculated by aggregating the load shapes of component
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end-uses. The system demand for electricity in hour i is modeled as the sum of demands by

each end-use in hour i:

NR Nc N|
Li=Z LRj+ ZLci+ XL+ Misc

R=1 C=1 I=1

Where: Lj= system demand for electricity in hour i;
NR = number of residential end-use loads;
Nc = number of commercial end-use loads;
N} = number of industrial end-use loads;
LR,i = demand for electricity by residential end-use R in hour i;
Lc,i = demand for electricity by commercial end-use C in hour j;
L1, = demand for electricity by industrial end-use I in hour i;

Miscj = other demands (wholesale, street lighting, losses, company use) in hour i.

20
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V. CONSERVATION PROGRAMS

As previously mentioned, Gulf's forecast of energy sales and peak demand reflect the
continued impacts of our conservation programs. The following provides a listing of the
conservation programs and program features in effect and estimates of reductions in peak
demand and net energy for load reflected in the forecast as a result of these programs. These
reductions also reflect the anticipated impacts of the new programs submitted in Gulfs Demand
Side Management plan filed Febrdary 22, 1995 (Docket No. 941172-El) as approved by the
FPSC. These programs have been designed to meet the incremental impacts of the

Commission-approved demand and energy reduction DSM goals established in October,1994.

A. RESIDENTIAL CONSERVATION

In the residential sector, Gulf's Good ¢ents New Home program is designed to make
cost effective increases in the efficiencies of the new home construction market. This is
being achieved by placing greater requirements on cooling and water heating equipment
efficiencies, proper HVAC sizing, increased insulation levels in walls, ceilings, and floors,
and tighter restrictions on glass area and infiltration reduction practices. In addition, Gulf
monitors proper quality installation of all the above energy features.

Gulf's Good ¢ents Improved Home program is designed to make cost effective

increases in efficiencies in the existing home market by requiring improvements in the
insulation levels in walls, ceilings, and floors, and increased efficiency requirements on
heating and cooling systems, air distribution system leakage, and water heating systems.
‘ Further conservation benefits are achieved in the existing home market with Gulf's
Residential Energy Audit program which is designed to provide existing residential
customers with cost-effective energy conserving recommendations and options that
increase comfort and reduce energy operating costs. The goal of this program is to upgrade
the customer's home to the Good ¢ents Improved Home standard by providing specific
whole house recommendations, a list of qualified companies who provide installation
services, and information on "low-interest" financing available through the Gulf Express
Loan program.

In Concert With The Environment® is an environmental and energy awareness

program that is being implemented in the 8th and 9th grade science classes in Gulf Power
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Company’s service area. The program shows students how everyday energy use impacts
the environment and how using energy wisely increases environmental quality. /n Concert
With The Environment® is brought to students who are already making decisions which
impact our country’s energy supply and the environment. Wise energy use today can best
be achieved by linking environmental benefits to wise energy-use activities and by
educating both present and future consumers on how to live “in concert with the
environment”. The program encourages participation by all household members through a
take-home Energy Survey, Energy Survey Results, and student educational handbook and
is considered an extension of Gulf's Residential Audit Program.

The Duct Leakage Repair Program provides Gulf Power Company’s residential
cmjs;tomers a means to identify house air duct leakage and recommend repairs that can
reduce customer energy usage and kW demand. Potential program participants are
identified through the Residential Energy Audit Program as well as through educational and
promotional activities. After identification of the leakage sites and quantities, the customer
are given a written summary of the test findings and the potential for savings, along with a
list of approved repair contractors. The program also provides duct leakage testing on new
construction duct systems to ensure maximum efficiency and comfort in these new homes.
This testing is available to the Builder, HVAC contractor, or homeowner. This program

builds upon the Residential Energy Audit process by revealing additional energy efficiency

and comfort measures available to the customer.

The Good Cents Environmental Home Program provides Guif Power Company’s
residential customers with guidance concerning energy and environmental efficiency in new
construction. The program promotes energy-efficient and environmentally sensitive home
construction techniques by evaluating over 500 components in six categories of design and
construction practices. The Good Cents Environmental Home consists of energy and
environmental components. The energy components evaluate the building envelope and
mechanical systems of the home with respect to energy efficiency. The environmental
components of the program include measures which also evaluate thermal energy loss,
alternative energy sources, embodied energy and design strategies that affect energy
usage in the home.

The Residential Geothermal Heat Pump Program reduces the demand and energy
requirements of new and existing residential customers through the promotion and

installation of advanced and emerging geothermal systems. Geothermal heat pumps also
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provide significant benefits to participating customers in the form of reduced operating costs
and increased comfort levels, and are superior to other available heating and cooling
technologies with respect to source efficiency and environmental impacts. Gulf Power's
Geothermal Heat Pump program is designed to overcome existing market barriers,
specifically, lack of consumer awareness, knowledge and acceptance of this technology.
The program additionally promotes efficiency levels well above current market conditions.

The Advanced Energy Management (AEM) Program provides Gulf Power’s customers
with @ means of conveniently and automatically controlling and monitoring their energy
purchases in response to prices that vary during the day and by season in relation to the
Company’s cost of producing or puréhasing energy. The AEM System allows the customer
toA };ontrol more precisely the amount of electricity purchased for heating, cooling, water
heating, and other selected loads; to purchase electric energy on a variable spot price rate;
and to monitor at any time, and as often as desired, the use of electricity and its cost in
dollars, both for the billing period to date and on a forecast basis to the end of the period.
The various components of the AEM System installed in the customer’s home, as well as
the components installed at Gulf Power, provide constant communication between
customer and utility. The combination of the AEM System and Guif's innovative variable
rate concept will provide consumers with the opportunity to modify their usage of electricity
in order to purchase energy at prices that are somewhat lower to significantly lower than
standard rates a majority of the time. Further, the communication capabilities of the AEM
System allow Gulf to send a critical price signal to the customer’s premises during extreme
peak load conditions. The signal results in a reduction attributable to predetermined
thermostat and relay settings chosen by the individual participating customer. The
customer’s pre-programmed instructions regarding their desired comfort levels adjust
electricity use for heating, cooling, water heating and other appliances automatically.
Therefore, the customer’s control of their electric bill is accomplished by allowing them to
choose different comfort levels at different price levels in accordance with their individual
lifestyles.

Additional conservation benefits are realized in the residential sector through Gulf's
QOutdoor Lighting program by conversion of existing, less efficient mercury vapor outdoor

lighting to higher efficient high pressure sodium lighting.
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B. COMMERCIAL/INDUSTRIAL CONSERVATION

In the commercial sector, Gulf's Good ¢ents Building program is designed to make
cost effective increases in efficiencies in both new and existing commercial buildings with
requirements resulting in energy conserving investments that address the thermal efficiency
of the building envelope, interior lighting, heating and cooling equipment efficiency, and solar
gfass area. Additional recommendations are made, where applicable, on energy conserving
options that include thermal storage, heat recovery systems, water heating heat pumps,
solar applications, energy management systems, and high efficiency outdoor lighting.

The Commercial Energy Audit (EA) and Technical Assistance Audit (TAA) programs
aré‘ designed to provide commercial customers with assistance in identifying cost effective
energy conservation opportunities and introduce them to various technologies which will
lead to improvements in the energy efficiency level of their business. The program is
designed with enough flexibility to allow for a simple walk through analysis (EA) or a detailed
economic evaluation of potential energy improvements through a more in-depth audit
process (TAA) which includes equipment energy usage monitoring, computer energy
modeling, life cycle equipment cost analysis, and feasibility studies.

Gulf's Real Time Pricing pilot program is designed to take advantage of customer price

response o achieve peak demand reductions. Initial participation was limited to a

maximum of 12 customers with actual demand of 2,000 KW or higher for this pilot program,
as is reflected in this site plan. Subsequent to the preparation of this forecast Gulf received
approval to increase the participation level to a maximum of 24 customers, and any changes
associated with this increase will be reflected in future forecast revisions. Customer
participation will be voluntary. Due to the nature of the pricing arrangement included in this
program, there are some practical limitations to customers’ ability to participate. These
limitations include the ability to purchase energy under a pricing plan which includes price
variation and unknown future prices; the transaction costs associated with receiving,
evaluating, and acting on prices received on a daily basis; customer risk management
policy; and other technical/economic factors. The RTP Pilot program is expected to play a
major role in affording Gulf Power the opportunity to be successful in meeting its
conservation objectives. Information gained through this program will be used to determine
whether or not a permanent RTP program should be implemented, and to design such a

permanent program.
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C. STREET LIGHTING CONVERSION

Gulf's Street Lighting program is designed to achieve additional conservation benefits
by conversion of existing less efficient mercury vapor street and roadway lighting to higher

efficient high pressure sodium lighting.

D. CONSERVATION RESULTS SUMMARY

The following tables provide direct estimates of the energy savings (reductions in peak
déﬁand and net energy for load) realized by Gulf's conservation programs. These
reductions are verified through on-going monitoring in place on Guif's major conservation
programs and reflect estimates of conservation undertaken by customers as a result of Gulf
Power Company's involvement. The conservation without Gulfs involvement has
contributed to further unquantifiable reductions in demand and net energy for load. These
unquantifiable additional reductions are captured in the time series regressions in our

demand and energy forecasts.
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1996

1996

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

160186-OPC-POD-144-1073

HISTORICAL
TOTAL CONSERVATION PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
231,475 259,860 504,881,507

1998 BUDGET FORECAST
TOTAL CONSERVATION PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
14,136 7,253 15,009,201
10,073 6,966 14,888,112
29,960 26,623 22,883,995
26,651 30,416 23,823,782
26,965 31,049 23,089,082
25,411 30,162 19,037,822
24,575 29,194 18,862,340
24,624 29,374 18,952,360
24,562 29,407 18,816,118
22,004 25,766 17,352,836
22,082 25,987 17,462,520
19,497 22,192 16,013,417

1998 BUDGET FORECAST
TOTAL CONSERVATION PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
241,549 266,827 519,769,620
271,509 293,449 542,653,615
298,160 323,864 566,477,397
325,125 354,914 589,566,478
350,536 385,075 608,604,300
375,110 414,268 627,466,642
399,733 443,642 646,419,002
424,295 473,049 665,235,120
446,299 498,815 682,587,955
468,381 524,801 700,050,476
487,877 546,993 716,063,893
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HISTORICAL
TOTAL RESIDENTIAL CONSERVATION PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER NET ENERGY
PEAK PEAK FOR LOAD
_ (KW) (KW) (KWH)
1996 99,701 156,541 262,500,317

1998 BUDGET FORECAST
TOTAL RESIDENTIAL CONSERVATION PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 3,990 6,150 9,358,735
1997 8,066 5,853 9,158,157
1998 21,501 25,510 15,869,546
1999 23,919 29,302 15,876,570
2000 24,233 29,936 15,151,085
2001 23,456 29,049 13,479,679
2002 22,620 28,081 13,317,948
2003 22,669 28,261 13,397,745
2004 22,607 28,294 13,300,805
. 2005 20,049 24,653 11,891,390
2006 20,128 24,874 12,004,396
2007 17,542 21,079 10,556,210

1998 BUDGET FORECAST
TOTAL RESIDENTIAL CONSERVATION PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1997 107,768 162,395 271,658,475
1998 129,269 187,904 287,528,021
1999 153,188 217,206 303,404,591
2000 177,421 247,143 318,555,675
2001 200,877 276,191 332,035,354
2002 223,497 304,272 345,353,303 r
2003 246,165 332,533 358,751,048 L
2004 268,772 360,827 372,051,853
2005 288,821 385,480 383,043,242
2006 308,949 410,354 395,947,638
2007 326,490 431,433 406,503,848
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1996

SUMMER

PEAK

(KW)
131,774

1998 BUDGET FORECAST

HISTORICAL
TOTAL COMMERCIAL/INDUSTRIAL DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

WINTER
PEAK
(KW)

103,319

NET ENERGY

FOR LOAD
(KWH)
232,079,406

TOTAL COMMERCIAL/INDUSTRIAL DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS
AT GENERATOR

1996

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

SUMMER
PEAK
(KW)

10,146

2,007
8,459
2,732
2,732
1,955
1,955
1,955
1,955
1,955
1,954
1,955

1998 BUDGET FORECAST

WINTER
PEAK
(KW)

1,103

1,113
1,113
1,114
1,113
1,113
1,113
1,113
1,113
1,113
1,113
1,113

NET ENERGY

FOR LOAD
(KWH)

5,318,850

5,519,128
6,786,972
7,737,856
7,737,856
5,360,755
5,360,755
5,360,755
5,360,755
5,360,755
5,360,755
5,360,755

TOTAL COMMERCIAL/INDUSTRIAL DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

160186-OPC-POD-144-1075

SUMMER
PEAK
(KW)

133,781
142,240
144,972
147,704
149,659
151,613
153,568
155,523
157,478
159,432
161,387
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WINTER
PEAK
(KW)

104,432
105,545
106,658
107,771
108,884
109,996
111,109
112,222
113,335
114,447
115,560

NET ENERGY

FOR LOAD
(KWH)

237,598,534
244,385,506
252,123,362
259,861,218
265,221,973
270,582,728
275,943,483
281,304,238
286,664,993
292,025,749
297,386,504



HISTORICAL
TOTAL OTHER DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 0 0 10,301,784
1998 BUDGET FORECAST

TOTAL OTHER DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 0 0 331,615
1997 0 0 210,827
1998 0 0 227 477 .
1999 0 0 209,356
2000 0 0 200,141
2001 0 0 197,388
2002 0 0 183,637
2003 0 0 193,860
2004 0 0 154,558
2005 0 0 100,691
2006 0 0 97,369
2007 0 0 96,452
1998 BUDGET FORECAST
TOTAL OTHER DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1997 0 0 10,512,611
1998 0 0 10,740,088
1999 0 0 10,949,444
2000 0 0 11,149,585
2001 0 0 11,346,973
2002 0 0 11,530,611
2003 0 0 11,724,471
2004 0 0 11,879,029
2005 0 0 11,979,720
2006 0 0 12,077,089
2007 0 0 12,173,541
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HISTORICAL
TOTAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 205,366 256,571 500,219,714

1998 BUDGET FORECAST
TOTAL EXISTING DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 5,070 5,868 12,741,215
1997 8,376 4,329 11,901,398
1998 8,807 4,196 11,961,577
1999 8,603 3,510 10,997,340
2000 8,632 3,548 9,901,916
2001 7,888 3,592 5,978,542
2002 7,841 3,530 5,895,195
2003 7,819 3,500 5,871,780
2004 7,718 3,365 5,681,688
2005 7,771 3,436 5,707,856
2006 7,811 3,489 5,763,690
2007 7,875 3,574 5,857,887

1998 BUDGET FORECAST
TOTAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1997 213,743 260,901 512,121,113
1998 222,550 265,096 524,082,690
1999 231,153 268,605 535,080,030
2000 239,785 272,154 544,981,945
2001 247,673 275,745 550,960,487
2002 255,513 279,274 556,855,684
2003 263,331 282,774 562,727,464
2004 271,049 286,139 568,409,152
2005 278,820 289,575 574,117,007
2006 286,631 293,063 579,880,698
2007 294,505 296,637 585,738,585
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HISTORICAL
RESIDENTIAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 98,661 155,003 261,165,842
1998 BUDGET FORECAST

RESIDENTIAL EXISTING DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 3,797 5,647 8,766,207
1997 7,042 4,106 7,862,633
1998 7,059 3,973 6,638,318
1999 6,544 3,287 4,741,318
2000 6,573 3,325 3,655,109
2001 6,606 3,369 2,111,589
2002 6,559 3,307 2,041,993
2003 6,537 3,277 2,008,355
2004 6,436 3,142 1,857,565
2005 6,489 3,213 1,937,600
2006 6,529 3,266 1,996,756
2007 6,593 3,351 2,091,870

1998 BUDGET FORECAST
RESIDENTIAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1997 105,704 159,110 269,028,476
1998 112,763 163,082 275,666,794
1999 119,307 166,369 280,408,112
2000 125,880 169,695 284,063,220
2001 132,486 173,063 286,174,809
2002 139,045 176,370 288,216,803
2003 145,581 179,647 290,225,158
2004 152,017 182,789 292,082,723
2005 158,506 186,002 294,020,322
2006 165,035 189,268 296,017,078
2007 171,627 192,619 298,108,948
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HISTORICAL
COMMERCIAL/INDUSTRIAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR -
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 106,705 101,568 228,752,088

1998 BUDGET FORECAST
COMMERCIAL/INDUSTRIAL EXISTING DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 1,273 221 3,643,392
1997 1,334 223 3,827,938
1998 1,748 223 5,095,782
1999 2,059 223 6,046,666
2000 2,059 223 6,046,666
2001 1,282 223 3,669,565
2002 1,282 223 3,669,565
2003 1,282 223 3,669,565
2004 1,282 223 3,669,565
2005 1,282 223 3,669,565
2006 1,282 223 3,669,565
2007 1,282 223 3,669,565

1998 BUDGET FORECAST
COMMERCIAL/INDUSTRIAL EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR

SUMMER WINTER NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)

1997 108,039 101,791 232,580,026
1998 109,787 102,014 237,675,808
1999 111,846 102,236 243,722,474
2000 113,905 102,459 249,769,140
2001 115,187 102,682 253,438,705
2002 116,468 102,904 257,108,270
2003 117,750 103,127 260,777,835
2004 119,032 103,350 264,447,400
2005 120,314 103,573 268,116,965
2006 121,596 103,795 271,786,531
2007 122,878 - 104,018 275,456,096
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HISTORICAL
OTHER EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 0 0 10,301,784

1998 BUDGET FORECAST
OTHER EXISTING DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 0 0 331,615
1997 0 0 210,827
1998 0 0 227,477
1999 0 0 209,356
2000 0 0 200,141
2001 0 0 197,388
2002 0 0 183,637
2003 0 0 193,860
2004 0 0 154,558
- 2005 0 0 100,691
2006 0 0 97,369
2007 0 0 96,452
1998 BUDGET FORECAST
OTHER EXISTING DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1997 0 0 10,512,611
1998 0 0 10,740,088
1999 0 0 10,949,444
2000 0 0 11,149,585
2001 0 0 11,346,973
2002 0 0 11,530,611
2003 0 0 11,724,471
2004 0 0 11,879,029
2005 0 0 11,979,720
2006 0 0 12,077,089
2007 0 . 0 12,173,541
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) HISTORICAL
- TOTAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 26,109 3,289 4,661,793

1998 BUDGET FORECAST
TOTAL NEW DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 9,066 1,385 2,267,986
1997 1,697 2,637 . 2,986,714
1998 21,153 22,427 10,922,418
1999 18,048 26,906 12,826,442
2000 18,333 27,501 13,187,166
2001 17,523 26,570 13,059,280
2002 16,734 25,664 12,967,145
2003 16,805 25,874 13,080,580
2004 16,844 26,042 13,134,430
2005 14,233 22,330 11,644,980
2006 © 14271 22,498 11,698,830
2007 11,622 18,618 10,155,530

1998 BUDGET FORECAST
TOTAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1997 27,806 5,926 7,648,507
1998 48,959 28,353 18,570,925
1999 67,007 55,259 31,397,367
2000 85,340 82,760 44,584,533
2001 102,863 109,330 57,643,813
2002 119,597 134,994 70,610,958
2003 136,402 160,868 83,691,538
2004 153,246 186,910 96,825,968
2005 167,479 209,240 108,470,948
2006 181,750 231,738 120,169,778
) 2007 193,372 250,356 130,325,308
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HISTORICAL
RESIDENTIAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) “(KW) (KWH)
1996 1,040 1,538 1,334,475

1998 BUDGET FORECAST
RESIDENTIAL NEW DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 193 503 592,528
1997 1,024 1,747 1,295,524
1998 14,442 21,537 9,231,228
1999 17,375 26,015 11,135,252
2000 17,660 26,611 11,495,976
2001 16,850 25,680 11,368,090
2002 16,061 24,774 11,275,955
2003 16,132 24,984 11,389,390
2004 16,171 25,152 11,443,240
2005 13,560 21,440 9,953,790
2006 13,599 21,608 10,007,640
2007 10,949 17,728 8,464,340

1998 BUDGET FORECAST
RESIDENTIAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1997 2,064 3,285 2,629,999
1998 16,506 24,822 11,861,227
1999 33,881 50,837 22,996,479
2000 51,541 77,448 34,492,455
2001 68,391 103,128 45,860,545
2002 84,452 127,902 57,136,500
2003 100,584 152,886 68,525,890
2004 116,755 178,038 79,969,130
2005 130,315 199,478 89,922,920
2006 143,914 221,086 99,930,560
2007 154,863 238,814 108,394,900
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HISTORICAL
COMMERCIAL/INDUSTRIAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 25,069 1,751 3,327,318

1998 BUDGET FORECAST
COMMERCIAL/INDUSTRIAL NEW DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (Kw) (KWH)
1996 8,873 882 1,675,458
1997 673 890 1,691,190
= 1998 6,711 890 1,691,190
1999 673 891 1,691,190
. 2000 673 890 1,691,190
2001 673 890 1,691,190
2002 673 890 1,691,190
2003 673 890 1,691,190
2004 673 890 1,691,190
2005 673 890 1,691,190
2006 672 890 1,691,190
2007 673 890 1,691,190

1998 BUDGET FORECAST

COMMERCIAL/INDUSTRIAL NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1997 25,742 2,641 5,018,508

1998 32,453 3,531 6,709,698

1999 33,126 4,422 8,400,888

2000 33,799 5,312 10,092,078

2001 34,472 6,202 11,783,268

2002 35,145 7,092 13,474,458

2003 35,818 7,982 15,165,648

2004 36,491 8,872 16,856,838

2005 37,164 9,762 18,548,028

2006 37,836 10,652 20,239,218

2007 38,509 11,542 21,930,408
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HISTORICAL
OTHER NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS

AT GENERATOR

SUMMER WINTER  NET ENERGY

PEAK PEAK FOR LOAD

(KW) (KW) (KWH)

1996 0 0 0
1998 BUDGET FORECAST

OTHER NEW DSM PROGRAMS
INCREMENTAL ANNUAL REDUCTIONS

AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1996 0 0 0
1997 0 0 0
1998 0 0 0
1999 0 0 0
2000 0 0 0
2001 0 0 0
2002 0 0 0
2003 0 0 0
2004 0 0 0
2005 0 0 0
2006 0 0 0
2007 0 0 0
1998 BUDGET FORECAST
OTHER NEW DSM PROGRAMS
CUMULATIVE ANNUAL REDUCTIONS
AT GENERATOR
SUMMER WINTER  NET ENERGY
PEAK PEAK FOR LOAD
(KW) (KW) (KWH)
1997 0 0 0
1998 0 0 0
1999 0 0 0
2000 0 0 0
2001 0 0 0
2002 0 0 0
2003 0 0 0
2004 0 0 0
2005 0 0 0
2006 0 0 0
2007 0 0 0
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Vi. SMALL POWER PRODUCTION / RENEWABLE ENERGY

The current forecasts also consider Gulf's active position in the promotion of renewable
energy resources. Following is a list of the cumulative small power producer capability anticipated
in the base case forecast. This includes both waste-to-energy projects and other renewable fuel

projects.

Small Power Producers

Net Capability

Year MW
1997 30
1998 30
1999 30
f 2000 30
,,,,,, 2001 30
2002 30
- 2003 30
2004 30
2005 11
2006 11
2007 11

Additionally, Gulf initiated implementation of a “Green Pricing” pilot program, Solar for
‘ Schools, to obtain funding for the installation of solar technologies in participating school facilities
combined with energy conservation education of students. Initial solicitation began in September,
1996 and has resulted in participation of over 396 customers contributing $12,512 through
February, 1998. A prototype installation at a local middle school has been completed and the
experience gained at this site will be used to design future Solar for Schools installations.
District heating and cooling plants are an older fundamental application of large central
station heating and cooling equipment for service to multiple premises in close proximity. These
systems are typically located in college or school settings as well as some military bases and

industrial plants.
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Within Gulf's service area there exists a number of these systems which were appropriate or
seemed appropriate at the time of their installation. Current day considerations for energy pricing,
operating and maintenance expenses have resulted in many of these systems becoming
uneconomical and decommissioned. Future installations of district heating and cooling plants of
any consequence hinge primarily upon the opportunity for optimum application of this technology.
The very dispersed construction of low rise buildings which are characteristic of the building
demographics in Gulf Power’s service area yield no significant opportunities for district heating

and cooling that are economically viable on the planning horizon.
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CHAPTER Il

PLANNING ASSUMPTIONS AND PROCESSES
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THE INTEGRATED RESOURCE PLANNING PROCESS

Gulf Power Company'’s Integrated Resource Planning (IRP) process begins with a team of experts
from within and outside the Southern electric system that meets to discuss current and historical
economic trends and conditions as well as future expectéd economic conditions and most
probable occurrences which would impact the Southern electric system’s business over the next
twenty to twenty-five years. This economic panel decides what the various escalation and inflation
rates will be for the various components that impact the financial condition of the Company. This
group is the source for the assumptions surrounding general inflation and escalation regarding

fuel, oonstmctioyn costs, labor rates and variable O&M.

In addition to this activity, there are a number of activities which are conducted in paralle! with one
another in the IRP process. These activities include the energy and demand forecasting, fuel
price forecasting, technology screening analysis and evaluation, technology engineering cost
estimation modeling, and miscellaneous issues and assumptions determinations. In addition to
the changes of these assumptions, utilities have become increasingly active in offering customers
options which result in modified consumption patterns. An important input to the design of such

demand-side programs is an assessment of their likely impact on utility system loads.

As mentioned earlier, Gulf's forecast of energy sales and peak demand refiect the continued
impacts of our conservation programs. Furthermore, an update of demand-side measure cost and
benefits is conducted in order to perform cost-effectiveness evaluations against the selected

supply-side technologies in the integration process.

A number of existing generating units on the Southern electric system are also evaluated with
respect to their currently planned retirement dates as well as the economics and appropriateness
of possible repowering over the planning horizon. The repowering evaluation is particularly
important as a possible competing technology with the other unit addition technologies. The
evaluations are extremely important in order to maximize the benefit of existing investment from

both a capital and an operating and maintenance expense basis.
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Additionally, an analysis of the market for power purchases is performed in order to determine the
cost-effectiveness in comparison to the available supply-side and demand-side options. Power
purchases are looked at from both a near-term and long-term basis as a possible means of
meeting the system’s demand requirements. It is important to remember that power purchases

can be procured from utility sources as well as non-utility generators.

It is important to note, once again, that up to this point the supply side of the integrated resource
planning process is focusing on the Southern electric system as a whole which has as its planning
criterion a 13.5% target reserve margin beyond 1998. This reserve margin is the optimum
economic point where the system can meet its energy and demand requirements taking into
account load forecast error, abnormal weather conditions, and unit-forced outage conditions. It
also takes into account the cost of adding additional generation balanced with the societal cost of

not serving all the energy requirements of the customer.

Once the necessary assumptions are determined, the technologies are screened to the most
acceptable candidates, the necessary planning inputs are defined and the generation mix analysis
is initiated. The supply-side technology candidates are input into PROVIEW, the generation mix
model, in specific MW block sizes for selection over the planning horizon for the entire Southern
electric system. The main optimization tool used in the mix analysis is the PROVIEW model.
Although this model uses many data inputs and assumptions in the process of optimizing system
generation additions, the key assumptions are: load forecast, DSOs, candidate units, reserve

margin, cost of capital, and escalation rates.

PROVIEW uses a dynamic programming technique to develop the optimum resource mix. This
technique allows PROVIEW to evaluate for every year the combinations of generation additions
that satisfy the reserve margin constraint. Annual system operating costs are simulated and are
added to the construction costs required to build each combination of resource additions. A least
cost resource addition schedule is developed by evaluating each year sequentially. In summary, a

least cost resource plan is developed only after reviewing many construction options.

51

160186-OPC-POD-144-1099



PROVIEW produces a number of different combinations over the planning horizon which
evaluates both the capital cost components for unit additions as well as the operating and
maintenance cost of existing and future supply option additions. The program produces a report
which ranks all of the different combinations with respect to the total net present value cost
(objective function) over the entire twenty year planning horizon. The leading combinations from
the program are then evaluated for reasonableness and validity. Once again, it is important to
note that supply option additions out of the PROVIEW program are for the entire Southern electric

system and are reflective of the various technology candidates selected.

After the Southern electric system results are verified, each individual operating company’s
specific needs over the planning horizon are evaluated. Each company is involved in
recommending the type and timing of its unit additions. When all companies are satisfied with
their capacity additions, and the sum matches the system need, the system base supply-side plan
is complete. The results of this allocation is an individual operating company supply plan as it

would fit within the Southern electric system planning criteria.

Once the individual operating company supply plan is determined, it is necessary to evaluate
demand-side options as a cost-effective alternative to the supply plan. After the incorporation of
the cost effective demand-side impacts, a final integrated resource plan for the individual operating

companies is produced.

Finally, a sanity check of the plan as well as a financial analysis of the impact of the plan is
performed. The plan is analyzed for changes in load forecast as well as fuel price variations, as
sensitivities, in order to asses the impact on the system’s cost. Once the plan has proven to be
robust and financially feasible, it is presented for approval to the Southern electric system

Operating Committee.

In summary, the Southern electric system’s integrated resource planning process involves a
significant amount of manpower and computer resources in order to produce truly least-cost,
integrated demand-side and supply-side resource plan. During the entire process, we are

continually looking at a broad range of alternatives in order to meet the system’s projected
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demand and energy requirements. The result of the Southern electric system’s integrated
resource planning process is an integrated plan which can meet the needs of our customers in a

cost-effective and reliable manner. -

The Integrated Resource Planning process is a very manpower-intensive activity. Some time back
the Southern electric sytem decided that it would only perform a “full-blown” IRP on every third
year with what are called “updates” for the interim years. These updated plans merely take the
changes in the demand and energy forecast and any major changes to other assumptions and
remixes to assure the companies that the IRP is still valid. Likewise, most sensitivities are
suspended for the update plans in an effort to conserve manpower and costs. The main reason
we have chosen to perform updates rather than put forth the effort to do a full-blown IRP is that we

have not observed things to be changing such in recent years to make a significant difference from

year to year.
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OVERVIEW OF SUPPLY SIDE ASSUMPTIONS

We anticipate productivity improvements to remain stable through 2020 at a rate of 2% -5% due to
competitive pressures in the marketplace. New technological innovations will serve to stabilize
these improvements after 2003. After 2003, the market is forecast to be dominated by major
players who will create sufficient competition among themselves. There will be limited excess
capacity present in the market until 2003. Thereafter, capacity will be nearly balanced with some

need for new capacity in latter years.

Environmental regulations are projected to have little impact on supply markets until after 2005.
Labor issues also pose little danger as the unions are predicted to remain weak causing stability of
labor throughout the time period. Transportation is predicted to show improvements in all sectors
as railroads become more efficient and productive due to greater competition from the west
(possibilities of open access) and the barge markets are predicted to have infrastructure

improvements as it cycles at equilibrium in latter years.
OVERVIEW OF DEMAND SIDE ASSUMPTIONS

As the allowance market continues to respond to Phase |l regulations, premiums will continue to
be attributed to compliance coals throughout time. Changes to environmental regulations will
continue to drive the demand market as purchasers struggle to find the optimum balance between
environmental costs and competitive pricing. Natural gas will gain a more active role as an

alternative fuel as much of the new capacity will come from that market in earlier years.

As both load growth and the US economy continue to grow and expand throughout the time
period, the likelihood of utility deregulation improves significantly. In the 2005-2020 period, the
-assumption of deregulated markets promotes increased utilization. With these three factors
working together, the US is predicted to increase growth as a swing supplier through 2020. Since
uncertainty plays a significant role in forecasting, real price changes will remain constant in latter

years.
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-FUEL PRICE FORECAST PROCESS

Each year, the Southern Company develops a fuel price forecast, for coal, oil, and natural gas,
which extends through the Company’s planning horizon. The 1997 fuel price forecast was
developed by a fuel panel consisting of fuel procurement managers at each of the five operating
companies, with input from Southern Company Services fuel staff and outside consultants. In
June of 1997, a Fossil Fuel Price Workshop was held with representatives from recognized
leadérs in energy related economic forecasting and transportation related industries. Presenters
included representatives from Resource Data International, J. D. Energy Inc., Hill and

Associates, Texaco, Data Resource International, Fieldston Company, and Criton Company.

The fuel panel used the information presented by the outside experts, as well as information
from and experience of Fuel Procurement personnel, to develop a set of assumptions about the
future supply and demand factors that drive fuel and transportation related prices. Assumptions
regarding coal pricing, coal transportation, gas pricing, and oil pricing are utilized, along with the
then current market pricing of these commodities, to produce a “spot market” forecast for each

type of fuel.

High and low fuel pricing scenarios were discussed by the outside consultants and the fuel
procurement representatives during the Fossil Fuel Price Workshop. Each representative
presented their “base case” forecast and assumptions. A question period allowed for opposing
views and debates on forecasts. Subsequent presentations by the Southern Company Fuel
Procurement group referenced the outside consultant forecasts and any major assumption
differences. Both internal and external forecasts and assumptions were then consolidated to
derive the fuel panel's “base case” forecast. Actual computer modeling of a high and/or low fuel
price forecast scenario was not executed. Sensitivities to gas pricing forecasts were based on
seasonal supply and demand assumptions. For the 1998 “base” fuel forecast, it was assumed
that a normal winter will be experienced in any given year and that fluctuations in gas pricing

would be related to seasonal supply and demand and any related pipeline curtailments. As a
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result, a “summer” gas price, a “winter” gas price, and a “winter” high gas price were developed
and used in the base case model. The “winter high” gas price was assumed to be approximately

equal to the price of fuel oil for the months of December through March of each year.
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SOUTHERN ELECTRIC SYSTEM’S FORECAST OF LONG RANGE COAL PRICES

The following discussion will explain the methodology and assumptions used to create the 1997

coal price forecast.

Types of Coal
There are numerous types of coal purchased or considered for purchase by the Southern Electric

System. Due to price differentials within these coal types, the coal pricing forecast must associate
similar coal types based on sulfur content and Btu levels. Our 1997 forecast includes 12 types of

coal classifications. The categories are as follows:

Coal Type Sulfur % # SO2/MMBTU BTU/#
1. Central Appalachia <= 0.75 (0.75) <= 1.20 12,500
2. Central Appalachia 0.75-1.80 (1.0) 1.25-3.00 12,000
3. lllinois Basin 1.30-1.60 (1.5) 2.17 - 2.67 12,000
4. lllinois Basin 2.40-3.50 (2.5) 414 -6.03 11,700
5. lllinois Basin 2.40-4.00 (3.0) 4.44-741 10,800
6. Alabama <= 0.72 (0.70) <= 1.20 12,000
7. Alabama 0.72-1.40 (1.0) 1.20-2.33 12,000
8. Alabama 1.40-250 (2.0) 2.37-4.24 11,800
9. Powder River Basin <= 0.5 (0.4) <= 1.09 9,200
10. Powder River Basin <= 0.5 (0.4) <= 1.16 8,600
11. Western <= 0.7 (0.5) <= 1.19 11,800
12. Foreign 0.75-1.20 (1.0) 1.25-2.00 12,000

Price disparity occurs among the coal types, as well as within the various coal types. These
differentials are a result of contract vs. spot basis coal, in addition to whether the coal is loaded on
railcars, barges, ships, or trucks. Since there are so many combinations, a benchmark coal price

is established for each region. All other coal prices are a derivative of this benchmark.
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SOUTHERN ELECTRIC SYSTEM’S FORECAST OF LONG RANGE NATURAL GAS PRICES

This section serves to explain and describe the methodology and factors used to develop the
1997 Natural Gas Price Forecast for the Southern electric system. After receiving pertinent
market information from various producers, suppliers, and consultants, we have formulated

opinions on a variety of topics.

Natural Gas Transportation

Natural gas transportation capacity for new SES gas-fired electric generation is limited without
pipeline expansion. During the summer of 1995, Southern Natural Gas Company’s (SNG)
system, between Jefferson County and Savannah, Georgia, operated at 99% of capacity. Other
SNG pipeline segments in Georgia were relatively full as well. These developments suggest that
available capacity to handle new gas-fired generation in Georgia on SNG is severely limited during

periods of hot weather.

For planning purposes, the budget assumes that approximately 1,000MW of gas-fired peakers
could be constructed along SNG’s southern mainline without the need for expansion. Similarly,
the budget assumes the same amount of peakers along Transco’s mainline. After the initial

2,000MW of expansion, both SNG and Transco will need to expand.

Since SNG’s and Transco’s pipeline capacity is fully committed, we must assume that pipelines
must be expanded for baseload gas-fired generators. Both companies have indicated that
expansion is possible and that rates would be similar to current firm transportation rates. The
companies would require at least a ten year firm transportation contract to be executed before
expanding their facilities. Firm transportation rates have been included for the system’s CC

units.

Koch Pipeline Company is the principal interstate pipeline that serves Mississippi, Alabama, and
Gulf Power Companies. The average firm transportation rate on Koch is $.22 per MMBTU.

Although there is sufficient existing capacity available for some new Gas-fired generation located
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along the Gulf coast near Mobile, pipeline expansion will be necessary for any further additions.
The cost of expanding the gulf coast pipeline will be covered through the payment of firm

transportation rates.

Storage Availability and Trends in the Market

During the winter months, U.S. natural gas demand can reach 100 Bcf per day, Unfortunately,
the current maximum natural gas supplied through imports and domestic production volumes
peaks at 56 to 60 Bcf per day. In order to offset this capacity shortage, storage delivery is

necessary.

Since U.S. natural gas demand in the summertime is significantly less, only about 42 to 45 Bcf
per day, large end users and local distribution companies, such as Alagasco, buy extra volumes
to fill huge underground gas storage fields. Typically, the markets purchase from 10 to 12 Bcf
per day to fill storage during the summer months. This activity results in average gas demand
reaching usage levels of 52 to 57 Bcf per day. This allows producers to operate wells at 90-95%

of capacity year round.

There are indicators that between the time périod 1999 and 2005, gas supply in the SES region
will improve substantially. Major producers and interstate pipelines have proposed wide-scale
expansion of pipelines in the Louisiana, Mississippi, and Alabama offshore areas. Suppliers
forecast that 2 Bcf per day will be delivered to the market by 1999. Another 4 Bcf per day should
be available by the year 2005. Additionally, Canadian producers and pipelines have announced
their plans to increase gas imports by 2 Bcf per day by 2000. These developments suggest that
by 2005, U.S. gas supplies (specifically the SES region) should increase 15-16% above current
levels. This franslates into sufficient gas being available for all new gas-fired electric generation.

It also means that average annual gas prices should drop in the 1998 to 2000 time period.

Natural Gas Price Forecast

In order to gain a thorough understanding of the natural gas price forecast, it is necessary to
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provide background information on the market developments. In addition, cold and warm winter

pricing patterns will be discussed.

The Natural gas price forecast for wellhead natural gas, reflects a “relaxed” view of the scarce
resource theory. Past views by consultants and the U.S. Department of Energy (DOE) have
suggested that natural gas resources were rapidly declining and that reserves would be more
difficult and costly to find. However, new technological innovations have resulted in a paradigm
shift in the “scarce resource” theory. The new consensus believes that gas resources are
considered sufficient enough to meet the growing demand with moderate nominal dollar

increases in price during the planning period 1997-2020.

Dramatic improvements in producer’s ability to find and develop natural gas reserves has
prompted suppliers to have a bullish outlook on future markets. In the past two years, success
rates in drilling offshore exploration wells have improved from 25% to 90% for most producers.
In addition, new completion techniques such as horizontal drilling have increased production per
well substantially. Lastly, new production methods are allowing producers to drill in very deep

water at a lower cost. The result, as discussed earlier, will be a flood of new cheaper gas

volumes in the near future.

Cold vs. Warm Winter Pricing

-During abnormally cold winters, gas storage is depleted. This results in higher summer demand
and prices for gas because storage has to be replenished. This occurrence was evident the
summer of 1996, as we experienced cold winter weather. During January, February, and March
of 1996, monthly gas deliveries into SNG averaged $2.86 per MMBTU. Daily spot prices
reached in the $10 per MMBTU range during this time. Since storage levels were so low,

demand for storage refill gas increased summer prices to around $2.39 per MMBTU.

In years where warmer than normal winters are experienced, gas prices tend to be lower. An
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example of this event would be the winter of 1995, where prices averaged only $1.47 per
MMBTU. This is about $1.40 per MMBTU lower than in 1996. The lower winter demand resulted
in lower summer demand, as storage was still relatively full. Consequently, 1995 summer gas

prices averaged $1.49 per MMBTU, which was $.90 per MMBTU cheaper than in 1996.
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SOUTHERN ELECTRIC SYSTEM'S FORECAST OF LONG RANGE OIL PRICES

This section has been devised to explain the methodology and major factors that were
used to develop the 1996 Crude Oil and Fuel Oil price forecast for the Southern Electric
System. The Oil Price Forecast will be discussed first, followed by an analysis on future
oil availability and trends in the market.

Qil Price Forecast

SES develops a forecast for crude oil and uses it as a benchmark for determining the
price forecasts of No. 2 fuel oil and No. 6 residual oil. The crude oil forecast represents
the U.S. average annual refiner acquisition cost or RAC price. RAC has been chosen to
model because it has historically proven to be a reliable indicator of refined crude oil

(downstream) products.

Seasonal variation of prices paid for fuel or residual oil have not been factored into the
SES forecast. This can be attributed to the fact that historically, SES purchase practices
have avoided most seasonal variations. After collecting and analyzing pertinent data, the
following relationships have been drawn between crude oil and other downstream

products purchased by the Southern Electric System:

No. 2 Fuel Oil = 115% of RAC
No. 6 LS Residual Oil = 80% of RAC
No. 6 HS Residual Qil = 70% of RAC

These prices are F.0.B. Gulf Coast Waterborne or Pipeline except for Savannah and

Plant McManus which are F.O.B. Atlanta Coast Waterborne.

The 1997 budget suggests that prices will be in the area of $18 per barrel. Due to recent
developments in the Middle-East, short term oil prices go as high as $25(+) per barrel. In
any event, there is definitely potential for tremendous price volatility in the future oil

market.

Availability and Trends

Due to great technological advancements in all aspects of oil exploration and production,
sufficient oil quantities will be available to SES. Expansion and capacity increases are
anticipated in all three major global economies. There are no major resource constraints

predicted and capacity is expected to slightly exceed demand in the short run. Although
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OPEC is projected to loose some short-term manipulation of prices, the later projections
suggests that they will have an increasing role as their reserve bases become a future

market driver.

Despite assumed short term downward price pressures, there are fwo assumptions that
could nullify this effect. The reasons are as follows: 1) Members of OPEC will have a
strong future influence on prices and 2) Increased consumption in China and Southern
Asia could cause demand to rise, thereby causing upward price pressures. The “Wild-
card” in the future world oil market is the political turmoil present in Iraq. If Iraqg re-enters
the marketplace, crude oil prices will weaken substantially. Unfortunately, there is no way
to accurately predict the probability of this event occurring. Since there appears to be a
current glut in the market, the current view of the OPEC nations is to somewhat reduce

production in order to drive prices upward.

Real prices are predicted to be higher in the near term and will eventually fluctuate from
-0.5% to 0.5% through 2005 as the market continues to adjust towards equilibrium.
Stability can be seen through 2010 as the market has been driven to equilibrium. Gradual
increases from 1.0% to 2.0% are expected through 2012, as OPEC begins to play a more
significant role in the world crude oil market. This effect slows to .5% through 2014, as
further technological innovations and process improvements erode some of the upward

price pressures.

After 2014, OPEC’s dominance is once again apparent as real oil prices increase 2.0%

through 2020.
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TRANSMISSION PLANNING PROCESS

The transmission system is not studied as a part of the Integrated Resource Planning (IRP)
Process, but it is studied, nonetheless, for reliability purposes. Commonly, a transmission
system is viewed as a medium used to transport electric power from its generation source to the
point of its consumption under a number of system conditions, known as contingencies. The
results of the IRP, particularly with regard to location of future generating units, is factored into
transmission studies in order to determine what the impacts of various generation site options
have on the transmission system. The system is studied under different contingencies for various
load levels to insure that the system can operate adequately without exceeding conductor thermal

and system voltage limits.

When the study reveals a problem with the transmission system that warrants the consideration
of correcting to restore its reliability, a number of possible solutions are identified. These
solutions and their costs are evaluated to determine which is the most cost-effective. Onceiitis
concluded which solution is chosen to correct the problem, a capital budget expenditure request
is prepared for executive approval. It should be noted that not all thermal overloads or voltage
limit violations warrant solving due to the magnitude of the problem or because the probability of

occurrence is insufficient to justify the capital investment of the solution.

The current IRP update calls for Gulf Power Company to make a series of purchased power
arrangements over the next four years. The planned transmission is adequate to handle these
purchased power transactions during the time of Gulf's needs. It has been and will continue to be
Gulf's practice to perform a transmission analysis of all viable purchased power proposals to
determine any system constrains and formulate a plan, if any, to most cost-effectively solve the

problems prior to proceeding with negotiations for the agreement.
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STRATEGIC ISSUES

As mentioned earlier, Gulf's immediate needs for additional supply-side resources will come
from purchased power arrangements which will afford the Company a great deal of fiexibility and
less risk exposure. The flexibility of purchases allows the Company to react quickly to changes
that may occur over the next few years without serious negative financial impacts. Gulf fully

expects to build new generating capacity in the future to maintain reliability.

Upon expiration of the purchase power arrangements in 2002, Gulf plans to utilize a

combined cycle planned unit to be constructed at its Lansing Smith Generating Plant. Prior to
moving forward with the certification process for this unit, Gulf will issue a Request for Proposals
(RFP) in order to solicit potential cost-effective alternatives to the Company’s construction of this
combined cycle unit. After performing the economic evaluations of the proposals, Guif will select
its most cost-effective option and proceed with the necessary steps to implement the final plan for

meeting its 2002 capacity needs.

Another important strategic advantage for Gulf is its association and planning as a part of the
Southern electric system. Being able to draw on the planning services of Southern Company
Services to perform the bulk of the planning and to use the pool of resources of the Southern
electric system in times that the Company is short of reserves provides Gulf and its customers
with many benefits. In addition, Southern’s Wholesale Energy section is beginning to secure firm
energy at prices that are leading to significant savings to the Southern electric system. This will

most assuredly continue well into the future.
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ENVIRONMENTAL CONCERNS

As mentioned before, Gulf is looking to power purchases to meet its generating capacity needs
until it constructs the next generation addition. A recently completed evaluation of Gulf's available
generation options has revealed that the most economical means to meet Gulf generation
resource needs, absent a more economical market offer, is with the construction of a combined
cycle unit. Currently this new generator is scheduled to be in service in the year 2002. This
generator is also planned for an existing site, the Smith Electric Generating Plant, and as such
would not be considered a virgin site that would need extensive environmental studies leading to

obtaining construction and operating permits for this unit.

The next planned resource addition aﬁer the above mentioned unit is not scheduled until after the
year 2005. Guif will continue to evaluate its available options to determine the most cost-effective
method to meet this need and will-take the appropriate steps to pursue that plan. As such, the
Company has not yet decided where this resource should be sited. Therefore, it would be
premature for the Company to have begun performing environmental studies in preparation for the
siting of the next resource at this time. It has been and will continue to be Guif's intent to always

comply with all environmental laws and regulations as they apply to the Company’s operation.

Gulf Power’s clean air compliance strategy serves as a road map for a least-cost compliance
plan. This road map establishes general direction but allows for individual decisions to be made
based on specific information available at the time. This approach is an absolute necessity in
maintaining the flexibility to match a dynamic environment with the variety of available

compliance options.

Gulf Power completed its initial Clean Air Act Amendments (CAAA) strategy in December, 1990
and has produced updates or reviews in subsequent years following this initial strategy. Due to
the relatively minor changes in assumptions since the last review and the lack of new information

or developments on the regulatory front, this review serves as a confirmation of the general
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direction of Gulf Power Company’s compliance strategy.

The focus of the strategy updates has, to date, centered around compliance with the acid rain
requirements while considering’ other significant clean air requirements, and potential new
requirements of the CAA. There is increasing uncertainty associated with future regulatory
requirements which could significantly impact both the scope and cost of compliance over the
next decade. However, there is insufficient information at this time to warrant incorporating
these scenarios into a revised strategy. Gulf Power will continue its involvement in future clean
air requirements. These requirements will be incorporated into future strategy updates as

appropriate.

Phase | of Title IV of the CAAA became effective for SO2 on January 1, 1995. Fuel
procurement and equipment installation efforts to support Gulf Power’s Phase | fuel switching
strategy are complete. Gulf Power has also completed installation of low-NOx burners on two
large coal-fired units to support compliance with Title IV NOx requirements. In addition, Gulf
Power brought 4 Phase Il units into Phase | as 1995 substitution units. All of these units were
affected for SO2 in 1995, and are affected for NOx during 1996 through 1999 and are
grandfathered under the Phase | NOx limits during Phase Il. These units were again substituted

in 1996 making them affected for SO2 during the year.

With respect to Phase |l sulfur dioxide compliance, Gulf Power will continue to pursue additional
fuel switching coupled with the use of emission allowances banked during Phase | and the
acquisition of additional allowances to meet compliance. This 1996 review discovered only
minor differences in the fuel selection at several plants during Phase ll. The updated strategy
recommends that plant Scholz switch to 1.0% sulfur coal during Phase ll. The previous strategy

showed a Phase 1l switch to 1.5% sulfur coal.

In addition, potential future regulatory requirements, especially under ozone nonattainment or

revised ambient standards, are aimed at further NOx and SO2 reductions. All of this uncertainty

67

160186-OPC-POD-144-1115



reinforces the need for a flexible, robust compliance plan. Accordingly, as decision dates for fuel
and equipment purchases approach or as better information becomes available relative to
regulatory and economic drivers, the analysis will be updated to determine the most cost-

effective decisions while maintaining future flexibility.
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AVAILABILITY OF SYSTEM INTERCHANGE

Gulf Power Company coordinates its planning and operation with the other operating

companies of the Southern electric System: Alabama Power Company, Georgia Power
Company, Mississippi Power Company, and Savannah Electric Power Company. In any year an
Individual operating company may have a temporary surplus or deficit in generating capacity,
depending on the relationship of its planned generating capacity to its load and reserve
responsibility. Each company buys or sells its temporary deficit or surplus capacity from or to
the pool. This is done through the mechanism of an Intercompany Interchange Contract among

the companies, which is reviewed and updated annually.
OFF-SYSTEM SALES

Guif Power Company, along with the other Southern electric operating companies, have
negotiated the sales of capacity and energy to several utilities outside the Southern System.
The term of the contracts started prior to 1998 and extends into 2010. Gulf's share of the
capacity and energy sales is reflected in the reserves on Schedules 7.1 and 7.2 and the energy

and fuel use on Schedules 5 and 6.1.
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CAPACITY RESOURCE ALTERNATIVES

POWER PURCHASES

Gulf has entered into short-term purchased power arrangements that will meet its needs
through the year 2001. Beyond that time, purchased power will be economically evaluated
against internal construction and other opportunities to meet our customer needs in the least cost

manner.

CAPACITY ADDITIONS

Gulf has performed a number of economic evaluations of various potential
supply options in order to determine the Company’s most cost-effective means of meeting its 2002
capacity obligation. The Company has determined through these evaluations that the construction
of a combined cycle unit at its Lansing Smith Generating Plant is its best internal choice for
meeting the 2002 needs. Prior to moving forward with the certification of this unit under the rules
of the state’s Power Plant Siting Act (PPSA), the Company will issue a Request for Proposals in
order to solicit possible cost-effective alternatives to Gulf's own construction of this combined cycle
unit. After performing the evaluations of the proposals, Guif will proceed with the necessary steps

to pursue its most cost-effective alternative.

FUTURE CONSIDERATIONS
Gulf will continue to evaluate its options in order to determine how to best meets its
capacity obligations beyond 2002. Currently, the Company is looking toward participation in

system resources as the likely economic choice for meeting its needs.

70

160186-OPC-POD-144-1119



"SNOILO FAIS ANVYWIA A3LVYNILST ANV SASYHOUN INHI4 SIANTONI(8)

"MIN LN JIWWNS I8V STNTVA TV Mvad d3aWANS 3HL 40 3WIL
JHL LV 103443 NI g3¥3QISNOD 38 0L 0¢ INNT A8 JAYW 38 LSNW STONVHO ANV SNOILYOOTIV ALIOVAYD (V) 3LON

%6 L1 G8¢ %6 L1 G8¢  86£C €892 0 (512) 0¢ 898¢ 2002
%L°El €ee %LEL €2e  99¢gC 6892 0 (512) 12> 0.82 9002
%z YL 0ee %e Yl 0SE 6262 6592 0 (512) € ovee 5002
%0 2L 06¢ %0°'LL 06€  88ze 8192 61 (512) ve ov8e ¥002
%b'8L Ly %8l Ly 1922 892 6l (s12) ve 08z £002
%6'61 4472 %661 vy beze 8292 6l (s12) e 0v8e 2002
%E'G il %E'G bl 1022 v2ee 6l (512) zie 80€2 L00Z
%0, ¥G1 %0°L Gl 9gle ovee 6l (p12) 12z 80€2 0002
%0°0L 4% %001 vz vie 5GE2 6l (r12) e 80€2 6661
ANA) T4 INON %12l ¥5Z  00l¢ ¥5€C 61 (e12) ove 80€2 8661
Mv3ad 40 MW MIN Mvad 40 MW MW MW MW MIN (a) M MW HV3IA
% JONVYNILNIVIA % ANVNZIA  31av1iVAY ONN 180dXx3 1H0dWI ALIOVdYD

eV~ @amngadHos Mvad ALIOVdYD ALIOVAYD  ALIOVAYD  GITIVLSNI
AONVNILNIVIN JONVNILNIVIA N1 W10l ST Wyl WioL

HI LAV NIOHVYIN 340439 NIDYVYIN

IAYISTY AAYISAY

(z1) (1) (o1) (8) (8) (2) (9) (%) {v) (€) (2) (1)

v
'

(V) Yvad YIWANS 40 IWIL LY IONYNILNIVIN G3TNAIHOS ANV ‘ANYIWIA ‘ALIOVdYD 40 1SvO3HO04
1’2 3TNA3HOS .

ANVAIWGOD "3aMOd 41N9 ALITILN

71

160186-OPC-POD-144-1120



%602 99y
%802 65Y
%8'2T 667
%EvT 525
%6 7T €5
%L 861
%0'8 0L
%Y'8 6.1
%z'El 9.2
%0°LL Lz 3NON
MYAd 40 MW MIN
% JONVNILNIVIN
 @3INa3HOS
FONVNILNIVA
YLV NIDYYIN
ENNELEN

(z1) (1) (o01)

(v) Mv3d HILNIM 40 FWIL LY IONYNILNIVIA G3INAIHOS ANV ‘ANYWIA ‘ALIOYdYO 40 1SVOIHOA

%6°02 99
%802 65y
%8'¢e 66Y
%E¥e 628
%6'¥e 9€ES
%L 8G1
%08 0L
%Y'8 611
%l'El 9/¢
%011 Lee
Avdd 40 MW
%
JONVNILNIVIN
FH0439 NIOHVIN
EIN-ERER]

(6) (8

"SNOILdO 3AIS ANVWIA A3LYWILST ANV SASYHOHN Waid S3aNTONI (@)

"MIN L3N YFINIM 30V SINTVA TV "MVId H3LNIM 40 NIL FHL
1V 103443 NI G343AISNOD 38 O1 0€ ¥IFWIAON A9 3AYN 39 1SN STONYHO ANY SNOILYOOTIV ALIOYAYD (V) :3LON

8eee ¥692 0 (512) 0¢

6022 8992 0 (512) ¥e

881e 1892 61 (s12) ve

29le 1892 6l (512) ve

1612 1892 6l (512) ¥e

oviz 8622 6L (s12) 114

gzie 8622 6l (512) L4

0212 6622 6l (r12) 121

8802 ¥9€e 6l (r12) e

6002 0€ze 6l (€12 zel
MW MW MIN MW {8 MW

aNVNIa  318VIVAY ONN 1¥0dX3 1HOdWI
Mvad ALIDVdYD ALIDVAYD  ALIDVdVYO
Wyl IV1loL Wil WYl4

(2)

ANVAINOD d3MOd 471N9 ALITLN

(9) (9

¢'L 3MNA3HOS

(2]

6.8¢ £0-900¢
6v8¢ 90-500¢
6182 S0-700¢C
6v8¢ ¥0-£002
618¢ £0-¢00¢
FARY4 ¢0-100C
L1€2 10-000C
Liee 00-6661
Liee 66-866
(4144 86-L661
M HVY3IA

ALIOVdYO

a3TvLSNI

Ivl0ol

(@) (1)

72

160186-OPC-POD-144-1121



paiaI G 0 - Y HON1L - ML 1o Wb - 01 810AD pauIquIoD - 00
Ayin Aq pazuoyne jou Inq ‘pauueld - d auyjedid - 1d seo [einjeN - ON auUIgIN] UOKSNQWOD - [ ISUOHEINSIGAY

‘syjuow | | Ajuo axey o) pajedionue si S,19 9} JO UOHINIISUOD [enjo. 8y |

"sanjipuadxe pajejel Jo Lels pajewnse auy) sjussaldas ajep Heys uojonssuod ayy (e) 19JON

d 00¢ 008 10/90 A ML d 01 9N 10 pajesojun pajesojun
MGL/SZ/9E

Y (0or)  (91€) 0581 ¥ 90/2) - - = L - 01 10 Aunop Aeg v ynwg Buisuer

d 00¢  00¢ 90/90 €0/ZL ML d 01 SN 10 pajedojun pajesojun
MGL/SZ/9¢

d 02¢s  02es 20/90 66/90 AL d 01 9N 20 Aunod Aeg ypg Buisue

Sers M NN M TUINOWTT TTJOW IAONT WY iy W Tid edAl T uopedsol T ON SWERNued

_ddjuip  Jswiwing ajedoweN juswialoy 80IMI9S yelg  podsuei] enyg wn nwn

Aliqeden 1oN XEN usg) pajoadx3y -Uj LWwoD  jsuod fon4
- (e)
(G1) (1) (1) (z1) (7)) (o1) (6) (8 (1) (@ (9 (v) (e) (2) (1)

SIONVHO ANV SNOILIGAVY ALITOVH ONILVYINTO IAILOTdSOUd ANV A3INNVId
8 3TNAIHOS

ANYANOD H3MOd 471N “ALITLLN

73

160186-OPC-POD-144-1122



L2EG7L
60°C
80'¢
2%

99

S6€
S61
oy

225'9
%06 - %02
%0216
%0C°¢
%08'G
paydde JoN
pajidde joN
pazuoujne jou Jnq pauueld st Ajioe} siy |
(oys Jueid |ej03) saioe OpeL
Jamo] Buljoon
10}SnNquiod XON mo| A
QUON

SED [RIN}EN

20/90
10/€0

91940 pauiqwio)

MW 2€§
MW ¢€§

Yjwg Buisue
€ Jo | afed

.10j084 M
(HMIN/$) WR0 lqelen
(A = MM/$) WRO paxid

(M/$) uonejeosy

(MY/$) unowy oandv

(AMN/$) 180D uondnsuog 19a1g
(MN/$ JBBA B01AIBG-U[) JSOD Pajielsy| [ejo L
(siedA) 9411 qoog
ejeq |eioueuld4 Jun Umuom_o._n_

(4HONY) 8iey eaH Bunesadp JoN abelany
:(9) 10304 Ajoede) Buyinssy
(4v3) 103084 AljiqelieAy jusjeainb3
((404) lojoed abejno paoo
((40d) Jojoe4 abenp pauue|d
Bje(] 90UBULIOHdd Jun pajosfold
:s9jouUdbY [BI8pa4 YIM Sniels
8Njelg UolieoyIe D

ISNJE}S UONONIISU0D

‘edly dliS jejol

:poyia Buyoond

:ABajeuis jo1ju0D uonn|jod Iy
‘[ony sjeusaly ‘q

jony Alewnd e

jend

:8)ep 90IAISS-U] [BIDJIOWIWIOYD ¢
:alep - MBS Uojonyisuod piai4 ‘e
Bujwij uopongsuo) pajedionuy
:adA | ABojouyos |

HBJUIM g

Jawwing ‘e

Ayoeded

“JaqUINN HUMN pue swe jueld

saljjioe Bugelsuas) pasodold jo suopeoyidadg pue poday snjels

6 @INpsyos

Auedwo) 1amod Jino AN

(1)

(s)

(¥)

(1)

74

160186-OPC-POD-144-1123



€18yl 10J0B4 M

0S¢ (HMW/$) WRO lqeen
¥6'C (A - MW/$) W80 poxid
€6 (MO1/$) uoneleosy
0 {MN/$) Junowy Dan4y
¥12 (M/$) 180D uoioNISUOY 108IIQ
192 (MNE BB A BOIMIBS-U]) 180D pajjesuj [ejo)
oy (s1eo\) 9417 o0g
ejeq |eioueuld jun Umuom_o._n_
8zl'LL (4HONY) @18y 18 BueiadQ 19N abesany
%0} - %S (%) 101084 Ayorde) Buninsey
%02'26 (dv3) Jojoe Aljigejieay Jusjeainbl
%00'¢ :(404) 1o0e4 8beINQ padiog
%00'G {(40d) 101084 8bEINO pauueld
eje( aoueswiiouad Jun um«om.—oh&
paydde joN :sajouaby |eiopad yiim snjejs
pejjdde JoN 1SNjejS UoHesYINeD

pazuoyine jou jng pauueld si Ajoes siy L SNjejg uoljonIIsuo)
pajeoojun :ealy ajiS [ejol
VN :poyjaly Buijoon

JOIU0D XON 40} uonoaful Joyep :ABejeng (04U0D uolnjiod Jiy

O 8elnsIg ‘[any sjeusdlly 'q

SED |einjeN ‘lony Alewid ‘e

1eng

90/90 :9)ep 90IAI9S-U] [BIDIBWWOYD q

50/20 :9)ep - Uejs UOJoNJISUoD peld ‘e

Buiwij uononysuod pajedinuy

aujgin} uoisnqwo) :adA ] ABojouyoa
MW 0g dejuiM g

MW 0E Jlawwing ‘e

) fyoeden
pajeoojun :JaquinN Jlun pue swen jueld

€ Jo g ebed

sajjljioe4 buljelauas) pesodold jJo suoljeoyioads pue poday snjels
6 9INpaydsg

Auedwod Jamod Jino AN

(g1)

75

160186-OPC-POD-144-1124



pazuoyjne jou jnq pauueid si Aoy siy i

[013U0D XON 10} UonoBfu; 1B1BAN

€ Jo ¢ abed

eisy’l :10joe4 M

19'¢ ((HMW/$) WR0 siqelen
€0'€E A = MN$) WO poxid
09 (MW$) uonejeosy
0 (MM/$) unowy Dan4y
vLZ (MI/$) 180D uofjonysuog aiQg
v1Z (MN/$ 18O A BOIIBS-U]) 180D paj[eIsu| [BIOL
ov (s1esA) ay17 3009
eje( jeioueui4 jun Umwom_o._n_
8z.'LL (YHONV) 8jey 1esH BunesadQ JoN ebelany
%0t - %SG (%) Jopoed Ayoede) Bunynsey
%02°26 {(4v3) Jo1oe4 Aljige|ieAy jusjeanby
%00°¢ (404) 101084 abejnQp pasio
%00°S {(40d) Jo10e4 abejnQ pauue|d
eje(q souewIouad Jiun pajosfoid
pajdde joN :sarouaby [esopa4d yim sniels
paiidde joN 'SNjejs uonesyile)

8N)BJS UooNIIsuo)
pajesojun ‘ealy alis |ejo
¥N ‘poyiapy Buijood

:ABajel)g jo4u0D uonNjjod 4y

110 8jejsig ;Jeny ajeuls)jy 'q
seo) |einjeN :[leny Alewid ‘e
lend

10/90 :9)ep 90IAI8S-U} |BIDIaWWOoY 'q
90/40 ‘9jep - Jejs uolonJsuod piely e

Bujwi | uononisuo) pajedionuy

aujqIn} uonsnquwion :adA | ABojouyos |
MW 0¢€ Jajuip g
MW 0€ JJawwing e
Ayoeden

pajesojun JJaquINN Jun pue awep jue|d

sapjoe 4 Bujelausn pasodold Jo suoieolynadg pue Hoday snieis
6 8Inpsyos

Auedwog samod Hno :Aunn

(1)

(g)

(g)

(2)

76

160186-OPC-POD-144-1125



BUON

'S8 18yl0 Yim uopedionied (6)

:suoneisans (g)

uewysenuj [ejdes pajedionuy (£)

:Buluil] uonondisuo) pejedioiuy (9)

:abejjop ()

ybue aur (v)

‘Rep-10-ubiy ()
:seul Jo sequiny (2)

:uoljeulua | pue wibuQ jo uod (1)

SaulT UoissiWsuUel | Pajeloossy Apdailg pesodold Jo suoneoyioadg pue Jodey sniels

0} aInpsyds

Auedwo) Jlemod Jino Annn

77

160186-OPC-POD-144-1126



500 Bayfront Parkway
Pensacola, FL 32520

Tel 904.444.6000

GULF
POWER

A SOUTHERN COMPANY

March 31, 1997

Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee FL 32399-0870

Dear Ms. Bayo:

Enclosed are an original and ten copies of Gulf Power Company's 1997 Ten Year
Site Plan. Included in the Plan is the Company's Clean Air Act Compliance
update which is filed pursuant to Order No. PSC-93-1376-FOF-EI.

Sincerely,

céf//m? I Oiaw}w/v

Susan D. Cranmer
Assistant Secretary and Assistant Treasurer

Iw
Enclosures

cc. Beggs and Lane
Jeffrey A. Stone, Esquire

bc: S. D. Cranmer
R. G. Livingston_
L. G. Malone =%
W. F. Pope Giin,
J. 0. Vick
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