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August 9, 2013 
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Robert l. McGee, Jr. One Energy Place 
Regulatory & Pricing Manager Pensacolu, Florida 32520-0780 

July 12, 2013 

Tel 850.444.6530 
Fax 850 444.6026 
RLMCGEf:((!1southernco.com 

Mr. Devlin Higgins 
Division of Economics 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee FL 32399-0850 

RE: Docket No: 130151-EI 

Dear Mr. Higgins: 

GULF«\ 
POWER 

A SOUTHERN COMPANY 

Enclosed is Gulf Power Company's Responses to Statrs first data request in the 
above referenced docket. 

Sincerely, 

~~:~'11~f 
Regulatory and Pricing Manager 

md 

Enclosures 

Cc: Beggs & Lane 
Jeffrey A. Stone 



General 

Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No.1 
Page 1 of 1 

1. Please provide the theoretical reserve calculation by site and by account for 
production, and by account for the transmission, distribution, and general 
accooots. 

ANSWER: 

On May 30,2013, the Company provided an electronic MS Excel spreadsheet entitled 
"Staff's 1st Request Tab 7 and 9.xlsx." Tab 7 of that spreadsheet contains the 
theoretical reserve calculation by site and by account for production, and by account for 
the transmission, distribution, and general accounts. The theoretical reserve for 
production is the column titled "Reserve Requirement w/ Net Removal". For 
transmission, distribution, and general the column Is titled "Theo. Reserve". The 
formula to calculate the theoretical reserve is below. 

Theoretical reserve = (Investment * (1 - ARL I ASL))* (1 + %of JAR NR) 

ARL -Average Remaining Life 
ASL - Average Service Life 
IRA -Interim Retirement Rate 
NR- Net Removal 

Abbreviations will be used throughout responses. 
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2. Please provide the whole life rate by site and by account for production, and by 
account for the transmission, distribution, and general accounts. 

ANSWER: 

Whole life rates by site for production and by transmission, distribution, and general 
accounts are shown in Tab 6 of the Study. Whole life rates by account for production 
are below. 

Crist SmlthCT 
311 Stru:tll'es and lfllJIO\'efTllriS 2.8'Yo 341 Stn.ctll'es and Improvements 6.0% 
312 Boiler Plart Eqlipmert 4.<Wo 342 Fuel Hoklers 4.7% 
314 TU'bogenerator lkits 3.9% 343 Prime Movers 6.2% 
315 Accessory 8ectrlc Equlpmert 3.7'Yo 344 Generators 2.3% 
316 Misc. Power Plant Equpmert 4.2% 345 Accessory Electric Eql.ipment 2.9% 

3.9% 346 Misc. Power Plart Eql.ipmert 6.0% 

Scholz 4.3% 

311 Stru:tll'es and lmprovernerts 3.2% SmlthCC 
312 Boler Plart Eql.ipment 3.9% 341 Stn.ctU'es and lflllrovernents 3.0% 
314 Turbogenerator U'llts 3.5°4 342 Fuall-bklers 2.9% 
315 Accessory Electric Eq~ 3.5% 343 Prime Movers 3.8% 
316 Misc. Power f'at Eql.ipmert 11.4% 344 Generators 2.7% 

3.8% 345 ~ 8ectrlc Eql.ipment 2.8% 

Smith 346 Mille. Power Plant Eql.ipment 3.4% 
311 Structll'es ancii01X'ovemerts 2.8% 3.3o/o 
312 Soller Plart EqUprllent 3.6% Pace 
314 Turbogenerator lkllts 2.8% 343 Prime Movers 5.0% 
315 Accessory Bectrlc Eqllpment 2.7% 344 Generators 5.0% 
316 Misc. Power Plart Eqlipmenl: 4.2% 345 Accessory Bectrlc Equpment 5.0% 

3.2% 5.0% 

Daniel 
311 Structll'es and lmprowmerts 1.8% Perdido 
312 Boler Plart Eqlipmert 2.4% 341 Stru:tll'es and Improvements 5.7% 
314 Turbogenerator U'llts 2.5% 342 Fual Holders 5.4% 
315 Accessory Electric Eqtipmert 2.0% 343 Prime Movers 5.5% 
316 Misc. Power Plart Eqlipmeri 2.8% 345 Accessory Bectrlc Eqlipment 5.4'Yo 

2.3% 346 Misc. Power Plart Eql.ipment 5.9'Yo 
SCherer 5.5% 

311 Structll'es ancllmprovemerts 1.6% 
312 Boiler Plart Eql.ipment 2.5% 
314 Turbogenerator lkllts 1.9% 
315 Accessory 8ectrlc Eqllpmert 1.9% 
316 Misc. Power Plart Eqllpmert 2.2% 

2.4'Yo 
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GULF POWER COMPANY 
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Page 1 of 1 

3. Please explain how Gulf calculates expense for the amortizable accounts. Staff 
is unable to replicate Gulf's 2013 amortization expense; therefore, for each 
amortizable account please explain the calculations that produce 2013 expense. 
An example of an account where staff cannot replicate Gulf's calculation is the 
Crist Planfs five-year amortization. According to Tab 5, the proposed 
amortization expense, $32,245, is 23 percent of the $137,572 2013 plant balance 
(there is no activity budgeted for 2013). 

ANSWER: 

Amortizable expense for 2012 was used as an approximation of 2013's expense 
amount. 
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GULF POWER COMPANY 
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Page 1 of 1 

4. Please explain what is associated with the Asset Retirement Obligation shown in 
Tab 10 for each of the accounts for the year ending December 31, 2013. Please 
Include In your response how these obligations are determined. 

ANSWER: 

Asset retirement obligations are legal obligations associated with the future retirement 
of a tangible long-lived asset. The existence of an asset retirement obligation is 
determined by Gulf Power's Environmental Affairs and Accounting departments with the 
assistance from legal counsel. Asset retirement obligations are computed as the 
present value of the expected removal costs for an asset's future retirement. In 
accordance with accounting standards related to asset retirement obligations, Gulf 
Power has capitalized the anticipated retirement costs as part of the related long-lived 
asset. These capitalized costs are shown as Asset Retirement Obligations in Tab 10. 
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5. Does Gulf intend to propose any reserve transfers? If no, please explain why 
not. If yes, please provide Gulf's proposed reserve transfers. 

ANSWER: 

No. Gulf does not propose any reserve transfers at this time. 

Gulf believes it is appropriate to rely on the Group Accounting Concept to take care of 
any minor Theoretical Reserve variances (as defined in Rule 25-6.0436) over the 
remaining life of the asset. 



Production Plant 

Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No.6 
Page 1 of 1 

For the following questions, please refer to the Depreciation Study (Volumes 1 and 2) 
for Production 

6. Please list the entities owning an interest in each generating unit, the percentage 
of ownership by each entity, and whether (and by what percentage) each unit Is 
dedicated to retail use. 

ANSWER: 

Unit 
Crist4 
Crist 5 
Crist 6 
Crist 7 
Smith 1 
Smith 2 
Smith 3 
Smith A 
Scholz 1 
Scholz2 
Pea Ridge 
Perdido 
Daniel1 

Danlel2 

Scherer3 

Owning Entities 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Gulf 
Mississippi 
Gulf 
Mississippi 
Gulf 
Georgia 

Percentage Ownership (%) 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
50 
50 
50 
50 
25 
75 

Dedicated1 Retail (%) 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

unknown 
100 

unknown 
0 

unknown 

1 While all the assets reflected above as being dedicated 1 00 percent to retail service 
are used to provide retail service, they are also used to provide wholesale service; 
consequently, they are separated for jurisdictional purposes in a cost of service study 
when Gulfs retail and wholesale rates are established. 
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7. Please provide a description of any major overhauls or upgrades (including 
environmental) planned for production plant for 2014 - 2017. Please describe 
the planned work to be performed, any retirement units expected to be replaced 
as a direct result, and in what year(s) each overhaul or upgrade is scheduled to 
take place. 

ANSWER: 

Gulf does not categorize production plant projects as major, but for purposes of responding to 
this data request, we are providing the following list of capital projects planned and committed 
for the period 2014-2017 at units owned or co-owned by Gulf with estimated costs over 
$5M. Other capital projects are being evaluated for the same period, but have not been 
approved by management for actual execution at this time. 

plant Crist 

PE 1016- CRIST U7 Finishing Superheater 
• Routine maintenance, repair and replacement of worn equipment. 

Year Expenditures Retirements Cost of Removal 
2014 $1,500,000 $0 $0 
2015 $3,500,000 $330,000 $220,000 

PE 1144 • CRIST U7 Control System Upgrades 
• The current version of controllers and 1/0 for the Unit 7 Ovation need to be replaced with 

the current version in order to be able to retain access to spare parts and serviceability 
for these components. 
Year Expenditures 
2014 $1,300,000 
2015 $4,500,000 

Plant Smith 

PE 1438 • Smith 3 L TSA 

Retirements 
$0 
$500,000 

Cost of Removal 
$0 
$420,500 

• Routine maintenance, repair and replacement under the terms of the Long Term Service 
Agreement with GE. 
Year Expenditures Retirements Cost of Removal 
2016 $27,802,328 $23,708,962 $500,000 



PE 1601 - ECRC Water-Smith Reclaimed Water Prolect 

Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No.7 
Page 2 of 3 

The Smith Reclaimed Water Project Includes expenses to evaluate utilizing reclaimed 
water in the existing Plant Smith Unit 3 cooling tower and other permitted water sources 
for water re-use. 
Year Expenditures Retirements Cost of Removal 
2014 $7,600,000 $0 $0 

Plant Daniel (Amounts shown reflect Gulfs 50% ownership share In Daniel Units 1 and 2) 

PE 1517- ECRC Air-Daniel Bromine lnlection 
This project results In the design and installation of a bromine Injection system for the 
coal supply for Daniel Units 1 &2. 
Year Expenditures 
2014 $682,655 
2015 $2,047,964 

Retirements 
$0 
$0 

PE 1551 • ECRC·Air·Danlel 1 & 2 Scrubber 

Cost of Removal 
$0 
$0 

• This project involves the design and construction of two flue gas desulfurizatlon devices 
(scrubbers) on Daniel Units 1 &2. 
!!It Expenditures 
2014 $106,446,492 
2015 $67,907,461 
2016 $10,163,498 

PE 1591 - Daniel Relay Modernization 

Retirements 
$0 
$0 
$0 

Cost of Removal 
$0 
$0 
$0 

• Replacing the electromechanical relays with microprocessor-based electronic relays. 
Year 
2014 
2015 
2016 
2017 

Exoendlturea 
$1,217,167 
$664,363 
$1,236,762 
$1,775,994 

Retirements 
$0 
$0 
$0 
$0 

PE 1809 • ECRC-Air-Danlel1 & 2 ActiVated Carbon lnlectlon 

Cost of Removal 
$0 
$0 
$97,138 
$0 

• This project results In the design and installation of an activated carbon Injection system 
in the duct work upstream of the electrostatic precipitators of Daniel Units 1 &2. 
Year Expenditures Retirements Coat of Removal 
2014 $1 ,092,250 $0 $0 
2015 $3,276,7 49 $0 $0 
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Plant Scherer (Amounts shown reflect Gulf's 25% ownership share in Scherer Unit 3) 

PE 1735 - Scherer - Replace Horizontal Superheater 
• Routine maintenance, repair and replacement of wom equipment. 

!!!!: Expenditures Retirements Cost of Removal 
2014 $2,128,250 $301,088 $125,000 



Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No.8 
Page 1 of 1 

8. Referring to Tab 1, page 2, please explain in detail why there Is an increase in 
depreciation rates for steam production. 

ANSWER: 

The depreciation rate increase for Steam Production is primarily related to Plant Crist. 
The investment of Plant Crist has increased by $360,000,000 since the last study. 
These additions will have a shorter service life over which to recover their investment 
than the existing investment as of the last study. Because of the shorter lives for the 
additions since the last study, the depreciation rate will increase. In this study, there 
were more interim retirements forecasted for Plant Crist, which had the effect of 
increasing the depreciation rate of Plant Crist. 
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9. In what month of 2015 is Plant Scholz expected to close? 

ANSWER: 

April. 
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1 0. When Plant Scholz closes, does Gulf plan to retire the property in the five-year 
and seven-year amortization accounts? If not, will the property be transferred to 
other sites? Please explain. 

ANSWER: 

Gulf expects no substantial Scholz plant amortizable property balances at its closing in 
2015. Gulf will make any residual investment in plant amortizable property available for 
use at other facilities. 
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11. Does Gulf expect that Plant Scholz's depreciable and amortizable investment will 
be fully recovered at the time of its closure? If no, what is the amount of each 
account that Gulf expects to be unrecovered and what Is Gulf's proposal to 
recover it? 

ANSWER: 

Gulfs estimates there will be less than $700,000 left to be recovered In Scholz 
depreciable plant at its closing. This is based on current budget estimates targeting the 
April 2015 closing. Outside factors may still impact the final net book balances as the 
plant is still expected to run until the target date. The following table shows the 
expected balances by FERC Account: 

FERC Description 
310 Land 
311 Structures and Improvements 
312 Boiler Plant EqLipment 
314 Turbogenerator Units 
315 Accessory Electric Equipment 
316 Amortizable Property 
317 ARO 
352 Structures and Improvements 
353 Station Equipment 

Net Book Value 
$ 44,579 

(381,610) 
(245,866) 
(579,653) 
(377,714) 
219,345 
{33,138) 
20,705 

1,999,182 
$ 665,830 

If Plant Scholz retires as scheduled, Gulf will propose a capital recovery schedule for 
any unrecovered balances in its next Depreciation Study. 
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12. Please explain each difference between how Gulf calculated production planfs 
average service life and remaining life in its 2009 study (Docket No. 090319-EI) 
and Its current study. Please also explain why Gulf believes any changes from 
the 2009 study are appropriate. 

ANSWER: 

The Life Span Method was used to calculate ASL and ARLin the current study, the 
same method used in the prior study. In the life span method, the ASL and ARL are 
determined by the estimated final retirement date of each unit, adjusted for interim 
retirements. In the Life Span Method, the ARL must be reduced for future interim 
retirements, as the Company cannot presume the entire existing investment will last 
until the final retirement date. In the last study, interim retirements were determined by 
the stratification of the investment into three separate life groups. The stratification of 
investment required an engineering estimate of what property units were to be included 
in each life group. In the current study, interim retirements were estimated by interim 
retirement rates (IRA), largely based on Gulf historical data. 

The use of IRA, developed from Company historical data, is a generally accepted 
practice used throughout the industry, and Is used by some utilities in Florida. 
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13. To the extent not already answered, please explain why Gulf did not use 
stratified investment in its analysis of production plant provided in Volume 2, 
Production Tab. 

ANSWER: 

See Gulf's response to Item No. 12. 
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14. Referring to Tab 2, page 1, please explain how the "average remaining life of a 
generating unit reflects the adjustment for the effects of interim retirements," and 
provide an example complete with formulas. 

ANSWER: 

Interim retirement rates (IRR) based largely on Company historical data were used to 
adjust the remaining life of a generating unit. The technique is based on an assumption 
of a constant rate of Interim retirements occurring over the remaining life of the unit. 
Because of interim retirements, not all of the investment survives until the unit 
retirement date. Remaining Life (RL), adjusted by the IRR, is calculated by the 
following formula: 

RL, adjusted= (1- (IRR x RL)I2) x RL 

Using Plant Crist Common, Account 311, as an example, 

RL, adjusted = (1 - (0.25% I yr x 24.5 yrs) 12) x 24.5 yrs 
= (1 - (0.061250) I 2) X 24.5 
= (1 - (0.030625) X 24.5 
= 0.969375 X 24.5 
= 23.75 years 
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15. Page 2 of Tab 2 states that Gulf's interim retirement rates "were based on an 
analysis of Gulf Power's historical interim retirement data." Please explain how 
Gulf calculated the interim retirement rate for each account and provide the 
backup documentation for each account. 

ANSWER: 

Interim Retirement Rates are developed from an analysis of historical interim 
retirements as a ratio of plant balances. See pages 2 through 6 for data, calculations, 
and analysis notes. 
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Q~ POWER COMPANY Item No.16 
STIAM PROIXICTION PI.ANT Page 2 of6 

INTERIM R1!11~1!MI!NT Mtl 

.Anr114l EOY Aw~• Mean 
~ '~'Ht Addifi~ R 'rementa Balance Balanoe lRR IRR 

$ s $ • % % 

311 1981 3,.288,287 2,~ 
n,Q,!I01 
§,1~.154 81 ,551,177 0,00% 

1!182 10,955,358 8.752 a4,1«1.4UO 88,887,157 0.01~ 
1!183 1,988,881 124,S18 111,002,11122 IM5,071 ,491 0.13% 
11184 8,~.W7 357.308 104~1,363 100,11U43 0.38'!4. 
1985 U7U17 4,& 114,108,112 109,1118,738 0.00~ 
19e& 2,104,202 2S0,1~ 115,i60,193 115,033.~ S3 0.22~ 
mr 25.1011.383 1·UZ4 141,~0.152 128.110!,472 0.011Wo 
1888 2,e27,534 -489,9S'8 143,208,33 14.2, 12Q.540 0~ 
1989 1,1!84,V77 51 ,040 144,842.264 ·~.~S-288 0.04 ... 
1990 3.721,W 383,801 1-'E!, 170,410 146.506,337 0.2n6 
18&1 IM0,322 21!8.482 148,ss-,249 1-18,512,330 0.17% 
1992 3715,(178 0 149,229,328 149,041,789 0.~ 
1QII3 1,568,670 262,318 150.535,580 , .. 9,8112,454 0.1~ 
1&4 887',817 5;28,930 f80,eGe ,281! 180,&1U24 0.36% 
1995 4,158,235 150,635 154,703,887 152,700,087 0.100. ,. 1,283,830 M,ee9 188,~.828 16l5,021.347 0,42'4 
11197 3,1191,448 31o,1n 158,120,098 1 :!6, 729,463 0.20% ,. 2'10,36Z ~,BV4 , 58,2.50,51111 168,188,332 0.~ 
1999 t!e9,7&1 498,638 158,410,890 '168,330.628 0.32% 
2000 1,213,281 238,1134 158,388,037 t !8,897 ,8153 0.18% 
2001 (1,888,121) 51,903 157,7.7.013 1158,5e8,025 O.tml 
2002 2,687,343 563,014 158,870.661 1 58.808.837 0,36% 
2003 2,82T,Cii1 125,341 152.572.931 101,221,196 0.08% 
2004 1,373,496 2.038R7 112,407 .SilO 1 82,480,280 1.2!% 
2005 3,~.002 f37,7'HJ 165,321,866 183,866,728 0~ 
2008 S,W,111 77,3& 171 ,086,644 H18,1M1255 O.o5'lli 
2007 2,518,3:» 771.11112 172,8Cl6.31!C 171.935.!02 0.45'16 
2008 ... 044.143 5218,4-45 176.3Z4.Ge8 174,515,2011 0.30'16 
2009 4e,2M,421 43G,Z28 222,111!,~ 109.241,1154 0.22% 
2010 13,894,517 BSS,269 235,197,!08 228..!177,879 D.3'N 
2011 3.i34.78e 1.518,N8 237,815,320 2315,408,.41" U4'16 
2012 (2M,i5q) 1,76<!,564 285,58!1,005 238.1100,663 0.74~ 
2013 2m,453 355,~18 »1,5;'t,040 238,553,!23 0.15% 

l.lJBt 5yeer11 984,091 227,495.928 0.4341't 0.43% lncrtlolln; ra.l8 for 10+ yn, 0.35% tlt more 
Las! 10y&ars !97,7l9 197,853,059 0.45'11. 0,4EI'Mo Wlflauppo~Wef by dall, lhougll ri'IOR!Ihllll 
La~: 20 years 606,~ 177,380.393 0.34% 0,33% ~ lnd %. U.11 IIISfltlan llotlat II 

Allye<n 435,3-40 155,933.932 0~ 0.2!m lnc11CII8d by dtlla. 
Ua• 0.2B 



staff's First Data Request 
Docket No. 130151·El 
GULF POWER COMPANY 
July 12, 2013 

GUU' POWER COMPAHY Item No.15 
SlUM PRODUC110N PLANT Page 3of6 

INTERIM R&TIREM&NT M"IE 

Nnial EOY AY11'811* M.., 
Acct y,. Mdi<!)! B,!U emerta Balance Ballnce IRR IRR 

s $ $ % '!41 

zn,m,oev 
112 11111 4 ,441,435 713,1174 275,514,530 ~3,8!0,7119 0.26% 

11182 10.494,~1) 1,Q8'7.tD8 284,941,473 280,221,001 0.31'.(, 
11153 29,ASS,2118 3,;41 ,1115 310,488,574 m ,714,023 1.32'!6 
1984 8.234.823 2,36$,058 315,3511,341 a13,42M!i7 0.75'ftl 
1985 4,168,218 1,133.- 319,3a8,171 317.672.2511 0.36% 
1988 5,4311.978 2.084,(180 322,743,488 ~21 ,085,829 0.881\ 
te&7 115, 160.9&7 3,20&,222 41~1,2~2 368,717.355 0.87'JI. 
1988 2,~,436 1,182.999 415,881,868 415,276,..-a o.ze'!i 
1t811 Sl2~ :U85,1184 413,088,220 414.4&4,1143 0.82% 
1990 7.877.~ 4,341 ,5411 41&,403,875 4.1.ol,736,952 1.011'14. 
1991 2T,OO'T.e14 6.1167,1437 43$,633,8$2 426.51e.7&4 1.81'l41 
1992. 11,ST7~8 131,887 .... 8,079,39~ 442,3M,822 O.OMI. 
1993 7,2A7,127 4,145,146 45t.181 .372 445.630,381 0.98 
1994 11,8!10,083 7,&17.~8 455,413,517 453.291.444 1.6~ 
1m 24,Q50,020 4,873,915 474,56&.822 ~OOt,MO 1 .05~ 
189e 11 ,1510,878 U41;839 479,667,881 477,128,641 1.37'i' 
1997 18,958,s7' 0Gi,6SO o4f7.7~.B07 ~,712,134 0.181ft 
11198 4,IIDO,e&D 1,307 .~&4 !101,049,513 499,403,080 026'% 
1999 783,838 4,074,V13 <tf7,7~.439 <199,403,97e 0.~ 
2000 t3,844,38S 3,723,700 S07,811t,126 ~818,7&3 0.74.,. 
2DOf 2,1108,733 3,-4136.889 507 ,000.~71 607 ,440-,o.w O.lli'llo 
2002 42,S7i,fi8G 19,080,136 830,300,!29 51t!,6!0,900 3.&e% 
2003 17,1434,154 1~1JQ1 540.105.281 D3fl,2D3,058 1.43% 
2004 37,07i,ll88 28,t631),811! IW8,554,SS7 &44,329,977 5,218% 
2CI05 110,422,80a 14,2!la,104 544,883,868 58e,818~ ~.40'Wo 
2006 2i,451,0t~ ~~,326 570,576,561 1117,830,215 O.NIJC. 
~7 21,848,035 11,764,310 880,868,226 076,617,384 1.7 .. ,. 
2006 4i,204,7ao 7.881,0811 722,111,937 701,420,081 1.10% 
200~ 471.940.7&1 18,~10 1,178,081,381 ~124.662 1 .~ 
2010 ' 114,848.222 4,r:J73,!!11Jr 1,280,842,014 1 ,231,454,701 0.33¥.1 
2011 73,172,1195 18,1!10S,..SI 1 ,343,«19~ 1,315,125,838 1.26% 
2012 214,•73,714 15,:;.}. 141 1 .~,231,831 1,44Z,82t,&UI 1.01'16 
2013 &,181.810 1, .m i(~,87i,tea 1,548, 1~JOO 0.09% 

l.a$1 5 )lUll 11,159,834 1,~.m.ese 0.89% 0.93% o.t.a -lnc:nalng. .. ...-. 0Jta 
last 10 years , 2, 11'2,726 1166,025,638 1.21fi 1.5nlo lndil:*• t.~ CoNldtt1ng1ncm 1.0'11. 
Laat 20 )'Urll 9,046,580 730,365,800 1.24% 1.38'!4 or , ... typlcllny and lll'tociS 1 n •non tilM ot 

All years 6,!130,228 500,150,570 1.11% 1.12% lll'gtr llll; 11M ... 
u. 1.00'!'. 
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INTERIM RETIREMENT RA1E 

Arnlal !OY Avlraga Mean 
Acx:l Year AddltiOI'III Re!lrnmants &larea Ba.ance IRR IRR • $ $ s % '% 

toa,0!54,78GI 
at• 1981 t,747,e45 250,545 1~.551,860 103,803.31i o.:wJ~~ 

1882 1,348,737 384,031 1G5,544,575 105,048,222 0.~% 
1983 1~1.188 21»,642 10&,5allll,131 108,058.863 0.191!1. 
1884 1,f35.533 312,591 107,$12,073 108,~,1!102 o.~79Eo 
198$ 2,3e3,202 1.202,681 108,472.5$4 107,8ill,:J33 1.11~ 
111&6 3,502,1(1() 547,W 111,427~5 101l,~.065 0.501)1, 
111&7 311,229,992 141,578 147,415,751 12W.421 ,543 0.191)1, 
198& 50,732 114.202 147 ,352,28' 147,384,018 o.oav. 
198& 5,70e,81!57' t,M!l,437 151,415,70• 149.383.~ 1.1~ 
1880 1,711,778 2,827,762 11!0,299,7'28 1~,857,713 1.87% 
1991 4415,215 307,833 150.437.~ 1~.3e8.617 0.~ 
1CI92 123,218 0 160,~&1 .52<: 1.S0,498. 918 0.00% 
1W3 Z,ZW,17T 2,178.(126 1150,872.878 1~,818,800 1.415% 
'11194 7,WJplh 6~ 158,()84,508 154.383,5111 O.:W% 
1B %71,231 SM~ 151 ,816,4S3 157,965,4~ 0.36 .. 
1996 3,8!JS.~ 708.* 1110,774~7 1~.285.305 0.44% 
1111iJ7 0 149,nli 1 BO,e24 ,ll'le 1e!l,5£1G,3QIS 0.09% 
1- U82,802 999,185 183,&)3,182 1e2,oeB.354 0.112% ,. 2,794,8116 661,324 185,141,$33 184,574~ 0.40% 
2000 2,m,so2 363,300 1e1,eo1 ;o55 1011,721,294 0~ 
2001 293,171 100,300 1«7,Q,525 117,884,790 0.1~ 
2002 4,471,578 1,9$10,1164 17'0,410.~ 1 e9,1 89,2e7 1.11ni 
Z003 1,428,293 NT,4SJ3 1 71,IXI'B.MO 170,724,444 0.47'11J 
2004 a,uo.m 4,7110,385 172,009,22B 171,524,()34 2.78% 
Z006 (1,547 ,oJ9) 218,391 170,2-43.~ 1T1,12tl,513 0.1;,'11. 
2008 10,225,282 2,1GII,H7 ue.m.m 174.2~8,021 1.211% 
2007 2e~1.307 4,<410.952 202; tO:Z,M 1~.117,!71 2.32'11. 
2008 S.19tl,384 1,141,101 210;158, 181 208.130~ D.l!IS'IIJ 
l!009 3,878,-4a2 838,520 212,998,144 211 .518,162 0.~ 
2010 30,871 ,1188 8,24a,$85 237.~1i,821 2ZS.2C9,335 2.78% 
2011 8,300,781i! 2,304,258 .24M1 7,0SII MM1S.112 o.~ 
.2012 ~,112,554 9,040,616 293,545,8 2$8,413,02S 3.~7'll. 
2013 ~tnj ,asa 1 .~.2&5 ··*.CIIill' 298,451 ,547 0,38% 

Lar;t 5 )'!tar'& l ,8199,847 2>48,4:29,173 1.67% 1.57% rRR ~a rncreurn;, • tl<Ptdt11. som• 
LaJ~10yttan; 3.225,660 21ll,&!a. 114 UO% 1.49% 1-*11• ..... In l"'lllll1t :,or&. Data lndk:atfi 
Last 20 years 1,Q56,836 181li,441,12D 1.03% o.~ 1m. or more. Considering ltd It II" 

All years 1,4.96,400 185.385.000 0.91~ 0,31% INn 1.0'1\ lypiDBIIy, W. ... 
u .. O.lf'll. 
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INTERIM RmRI!!MENT RATI! 

Ann.JII EOY AV!lf'IIQH t.4N1 
~£! y~ Ad~i!:QI15 Re!ire!ll8l~a Blian::e Balance IRR fRR 

$ ' $ s % % 

41,218.314 
:t11 1981 242.5» 82,288 41A?t!,5e1 .1.389,438 0.15'16 

11182 870.521 38,2>48 42.311,8G "'1 ' 119!1, 702 O.OG~ 
1963 6,054,1.50 111,483 o48,356.52Q 45.334,1B8 O.G4% 
1984 3,~.- 385.881 51,385,038 49,672,764 D.TSI'I6 
1985 110&,707 105,811 ~.134 51,738-See 0.20'16 
1Q86 2$4,000 25,784 S2.358,411 62.224.272 0.115% 
1917 1,81!0,302 7/1(12 ~1.031,210 S6,894,810 0.01'1(, 
1988 276,600 <te,579 &1,258,232 61,144.721 0.08% 
1989 212,1911 223,441 &1 ,248,1180 81,2~.806 0.36% 
tWO ($2.84U} 136,433 61,018,701 11 ,132.141 0.221\ 
1991 801,158 133,4711 61,M,381 61,352..541 0.2B 
1DD2 1,381,820 ~.14CI 6),021,1153 82,353. 7ff7 0.~ 
1993 567,541 0 &3,588,118'3 83.305.073 0.~ 
1994 393,6~ 59,951 63,1122,872 153.76$.832 0~ 
1W5 528,700 88,408 &4,367,11&4- 84,14&a-18 0.1~ 
1996 8,7215,006 584,112 70,&29,858 67M8,1l11 0.8Mio 
1997 136,412 1~.aoe 70,533.812 70,~31,780 O.t~ 
1998 tlll7,!03 158,Q&T 7M32.-4i8 70.733,080 0.22% 
1999 301,356 56,110 71,175.684 71 ,05C,ot1 O.<mlt 
2000 1111,508 171.015 71,W2.177 71,683,900 0.24% 
2001 1,478,010 17,822 73.4SO.~ 72.721,301 0.(12% 
Z002 588,731 1311,800 73,903,3153 1$,876,880 0.19% 
2003 580,e6e 120,706 74.~7~316 7~,138,33-4- 0.113% 
2004 111,212,080 871!,020 80,280,3!1S 82;326.83& 0.46% 
:2008 2,324,080 2,417,046 80,18$.470 90,233,413 2.88'1(, 
2006 (4.328,eeZ) 1,878.848 83,980,1140 87,083,705 2.18% 
2001 4,182,34$ 1,050,657 87,112.828 ~.~.785 1.23'l(, 
2008 6,153,1107 3,138,1135 88,728,301 ea.~.tM Ul!" 
200Q 73,214,8'll 411.~77 162,625,746 1~.127,523 0.33% 
2010 5,04,062 622.478 167 ,367,:rl8 164,141,5» D.38'l(, 
2011 7,471,411! 178,928 174,061,B0e 170,714,5~ OM% 
2012 35,338,qQO 1 ~i8,308 207,SIO 1 , 588 1SIO ,1181 ~97 0.71" 
2013 2,2t!_0,483 3&5,~18 209.ll3&,622 2011,8E&,105 0.1'MI. 

Lasl 5 )'111&tri 73-4,322 172,327,$84 0.~ 0.42~ IRR haa inc18111111d, as~- Soma 
l..as110yeers 1,252,901 129.525.112 0.87" 1~ llf"D• rltJ patt 10 ,..... 011\1 ncticlllt 
l.a$120 yaan 701,82!1 99,752,029 0.70% 0.72% 0.70 cr mont. Cndel1ng lnd t. I~ lh1n 

/l.JI yuars ~Ei2,52Q 81,961,60:3 0 .• 0,!1()% 0.5'1111)1)1CIIty, UM Ia$, 
u.. 0.10% 
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INTERIIII R!TIRI!MENT RA'I"E 

Annual EOY Avotra~~e Mean 
~ Yti!r Add ilion• Reti!llments Solanoa Balance IRR IRR 

$ $ .s $ 'lEI % 

8,797,1S09 .1. 1981 102,328 3,851 8,898,065 8.84e.e47 O.D4'4 
1$82 837,19 10,871 9,822,1580 0,$69,332 0.11 ... 
1G83 1164,689 56,&4$ 10,UO,~O 10,~,500 ~ 
1984 m.l»B 50,G31J 11,495,982 11,0158,201 O.ote'lr. 
18Y 125,053 16,133 11,105,882 11,8CO,i22 0.1W 
11118(1 D.SO 83,641 12.244,1H1 11,17el,387 0.62% 
1887 3,54&,238 26,365 i 5,.e&4,78.2 14.06+.847 0.1~ 
11le8 278.200 3,205 16,138,807 18,002,295 0~ 
111811 1180,11119 881,824 15,S08,9~ 16,03Q,379 6.3'~ 
1980 410.~ 74,823 18,274 ... 94 111.1118,723 0.'""'" 
1991 &13,223 4fl.a 10,536,723 111,4GI,~ 0~ 
1~ (23U!5) 138,643 18,186,6115 ,e.352,11S (),85')t., 
189G 350,700 17,MO 18,488275 115,331,!QLII D.11~ 
1994 80,85& 2,9e8l83 1~.-.850 15,0-45,~ 11UIW 
1~ 73,783 m,aae 1a,342.67e 13,o467,784 2.41% 
1911& 124,Q1 142)$37 , 3,324,11162 13,333,571> 1.0N 
1991 m.n. 438,518 13,.1118,11611 13, 171,!80 3.~ 
11198 &,180 105,200 12,919,eo9 12,1151,133 0.81'14o 
1M 1-'4,~ 111.377 12,802,21111 12,910,9!12 1.~ 
2000 103,&1B 11S,Gol7 12,tl80,766 12,888,531 0,$9% 
2001 201,887 301$'9 12,780,754 12,840,780 2.3!1% 
2002 S88,051 !111,!157' 12,91~ 12.850.501 4.4~ 
2.003 ~.306) 26.627 1.2,788,315 12,84t,3JZ 0,21'M. 
2004 210,1102 139,043 12,929,874 12;859.095 1.~ 
2005 22,183 22,281 1 ~.1)30.456 12.1$0.165 Q.17'M. 
2000 1!81.818 71,3-45 1~,050,929 12.991>,1593 0,55% 
2007 121,708 43,412 1'3.12$..225 13.<1i10.0'7T 0.33% 
200e 848,4M 49,040 1~.728,848 13,428,900' 0.37% 
2000 2,01V,811 44,822 15,703,845 14.718.~7 0.~ 
2010 340..250 zos,m 15,848,304 15,778, 07~ 1..29'11o 
2011 1,332.eall 8,9110 17,173,931 11Ui11 ,118 0.()4'!6 
2012 7,369 5'32 1,50Q.074 23,(!G4,3119 20,104, 1!10 7.$1"' 
2013 2JIIb.~ WAl B 24-.~· 24,001,906 1.-4n 

Lim 5 years 423,974 1S,221 ,901 2.33'!6 2.12,., IRA ~ Vllttd by yer. OilS petjoGU*ye 
Last 10 years 244,-499 15,640,847 1.!8V. 1.31~ llftn gt~netlll)' ~ 11!111 -2.~. 
La&t 20 )'8lil'8 380,155 1·t437,204 2.84'K 2.4ft 1.26% evtn WIO 1M 1wo I~ l'lt )MI' 

All years 272,379 14 ,045..459 U4ll 1.78'11o CSata. lrld 0.150 to f ,()%. ar 111. 

u .. 1.21% 
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16. Please refer to Tab 6, page 1. Please explain how Gulf's proposed "net removal 
cost factor of 25% was applied to the interim retirements," and provide an 
example complete with formula(s). 

ANSWER: 

As described in Gulf's response Item No. 12, production Interim retirements are 
calculated by the application of the IRA to the investment. The 25 percent net removal 
(NR) is then applied to the interim retirements. Net removal of interim retirements is 
calculated by the following formula: 

Net Removal = ($investment balance x IRA x RL x NR%) 

The results of the production net removal calculations are shown in Tab 7. The 
calculation of production net removal is in Tab 7, columnAE of MS Excel spreadsheet 
"Staffs 1st Request Tab 7 and 9.xlsx" provided to staff on May 30th, 2013. Using Plant 
Crist Common, Account 311 , as an example, net removal is calculated as follows: 

Net Removal= ($122,456,878 x 0.25% I yr x 24.5yrs x 25%) = $1,875,121 
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17. Please refer to Tab 8, Net Removal, page 2, Gulfs 25 percent net removal for 
steam production and to Tab 4, page 3, Column 8, Net Removal. Please explain 
how a 25 percent net removal becomes the net removal percentages of 0 to 6.4 
for the different steam production sites. Please include a calculation example in 
your response, showing formula(s). 

ANSWER: 

The 25 percent net removal of tab 8 becomes less than that for the plant sites on Tab 4 
because production net removal was determined from and applied to only interim 
retirements, not the entire investment balance. Accordingly, net removal at a site level 
will be less than 25 percent. Refer to Gulfs response to Item No. 16 for the calculation. 

The production net removal as a percent of investment balance at a unit varies by 
account because different IRA are used for the accounts. The net removal varies by 
unit because of differences In the account investment mix among the units. 
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18. According to Tab 7, the following accounts show negative accumulated 
depreciation (reserve). For each of the accounts, please explain the reason(s) 
and provide Gulf's proposal for eliminating the negative reserve, and include a 
discussion on whether capital recovery schedules would be an appropriate 
solution. 

Plant Smith CT 
Account 346 (Misc. Power Equipment): 

Plant Smith CC 
Account 342 (Fuel Holders): 
Account 343 (Prime Movers): 
Account 346 (Misc. Power Plant Equipment): 

ANSWER: 

($7,302) 

($532,194) 
($8,563,463) 
($852,368) 

The negative reserve balance in FERC 346 for the Smith CT was created when a project to 
upgrade the turbine controls in 201 0 incurred a large cost of removal of $14,602. The 
depreciation rate proposed in the study is expected to recover the 346 investment by the 
end of its average remaining life. 

The negative reserve balance in FERC 342 for the Smith CC was projected for year-end 
2013 because of large interim retirements related to a planned outage in 2013. These 
retirements, totaling $1.5 million, will cause a negative balance in the reserve. The 
depreciation rate proposed in the study is expected to recover the 342 investment by the 
end of its average remaining life. 

The negative reserve balance in FERC 343 and FERC 346 for the Smith CC is the result of 
several large interim retirements associated with forced outage events during the 2005 to 
201 0 time frame. The issues leading to the forced outages were identified and addressed 
with GE. In addition, the retirements associated with a large planned outage in 2013 also 
contributed to the negative reserve. The depreciation rate proposed in the study is expected 
to recover all343 and 346 investment by the end of its average remaining life. 

Gulf does not consider capital recovery schedules as an appropriate solution to negative 
reserves. In order to be consistent with the practice utilized in past depreciation studies, the 
original cost of an asset retired, using the Group Accounting Concept, would be charged 
against the accumulated provision for depreciation without regard to whether the item is 
retired early, at the estimated average service life, or beyond the average. Any variances 
(surplus or deficiency) which may be created as a result of the retirement will be allocated 
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over the remaining life of the assets still in-service. Group accounting enables utilities to 
efficiently maintain depreciation accounting records in a cost-effective manner. If capital 
recovery schedules are used for property nearing retirement and amortized, the efficiencies 
gained by using group depreciation diminish. Further, this practice can result in distortion of 
not only the average service life, but also the group's depreciation rate. As a result, Gulf 
recommends continued use of the remaining life of each depreciable category as the 
appropriate recovery period for items retired earlier than the average service life of the 
group. 

\ , 
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19. The December 31, 2013 plant balances for the five-year amortization for Plants 
Scholz and Smith in Tab 5 are different from the plant balances in Tabs 7 and 10. 
Which Tab(s) contain the correct plant balances? 

ANSWER: 

All tabs are correct. Tab 5 combines Base Coal and 5 year amortizable property 
together. See below. 

Plant in Service 
BudgetYE 2013 TabS Tab7 Tab 10 

Scholz 
SyearAmort $ 80,030 $ 8,730 $ 8,730 
Base Coal 71,300 71,300 

Total $ 80,030 $ 80,030 $ 80,030 

Smith 
SyearAmort $ 137;826 $ 29,526 $ 29,526 
Base Coal 108,300 108,300 

Total $ 137,826 $ 137,826 $ 137,826 
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20. Referring to Tab 7, Crist Plant Easements show $0 of plant and an accumulated 
provision for depreciation of $420. On a more detailed basis, Tab 1 0 shows that 
during 2012 a negative addition of $5,1 03 brought the plant balance to $0 by the 
end of 2012. Tab 11 shows that $72 in depreciation expense added to $348 in 
accumulated depreciation brought the balance to $420 at the end of 2012. 
Please explain the negative addition, address why it resulted in a positive 
balance for accumulated depreciation, and explain Gulf's proposal for addressing 
the positive balance in accumulated depreciation. 

ANSWER: 

The negative addition was a result of a journal entry crediting the dollars from 
investment in easements to FERC 307 indirect charges. It was determined that the 
investment in easements should have been indirect charges to FERC 307. 
Subsequently, these charges in 307 were booked to the correct retirement units when 
the work order was unitized and posted to the continuing property record (CPR). When 
the investment in easements was cleared to zero in May 2012, the depreciation 
stopped. 

The reserve balance of $420 was cleared in March 2013, and the balance is now zero. 
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21. For the following sites and accounts (as shown in Tab 7), please explain why 
there is $0 investment. If the investment was omitted in error, please provide any 
applicable replacement pages. 

Plant Daniel #1-4 Common -Account 314 (Turbogenerator Units) 
Plant Pace CT- Accounts 341 (Structures and Improvements) and 342 (Fuel 
Holders) 
Perdido Landfill Plant- Account 344 (Generators) 

ANSWER: 

Plant Daniel #1-4 Common- Account 314 (Turbogenerator Units)- Gulf Power only has 
ownership in Daniel Units 1 & 2. Daniel Units 3 & 4 are physically separate from Daniel 
Units 1 & 2 and are owned solely by Mississippi Power. There is no common 
Turbogenerator equipment shared between Daniel Units 1-4. 

Plant Pace CT - Accounts 341 (Structures and Improvements) and 342 (Fuel Holders). 
There is $0 investment in 342 because the customer has fuel responsibility. Account 
341 has $0 investment because this facility Is located on the customer's site, and the 
value of the building is spread across the value of the combustion turbines. 

Perdido Landfill Plant- Account 344 (Generators)- the investment associated with the 
generators is included in FERC 343 Prime Movers. 
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22. Please refer to the Production Tab in Volume 2 of the depreciation study. Please 
explain what the column heading "An Altemate Theo Res" means and how It is 
calculated. 

ANSWER: 

The theoretical reserve for the study was calculated using the average remaining life 
and the average service IHe, as in the last study. 

The theoretical reserve calculated in Volume 2 was for intemallnfonnation only. It was 
not used as part of the study. It Is an alternative calculation of theoretical reserve that is 
the same as the above described typical standard calculation except for the calculations 
are made on a vintage basis, rather than using the average lives. The results of either 
method are approximately the same. 
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23. Please refer to page 7 of Tab 7 Parameter Schedules of the Depreciation Study 
for the following questions pertaining to Account 370: 
a. Please provide detailed explanation on the differences and relationships 

among the following accounts. Please also specify what types of meters are 
included in each account, when and why that account was established. 

i. 370 Meters, 
ii. 370.1 Meters-AMI, 
iii. 370.1 Meters-FPSC Segregated, and 
iv. 370.1 Meters-Non FPSC-Segregated. 

b. Please explain why sub-account Meters-FPSC Segregated is fully 
depreciated while sub-account Meters-Non FPSC-Segregated is over 
depreciated. Please specify how Gulf will treat the amount of $346,201 over 
depreciation. 

c. In Order No. PSC-10-0458-PM-EI, second paragraph on page 5, in Docket 
No. 090319-EI, the Commission ordered that the amount of net investments 
of $9,650,700 associated with a near-term retirement of $4,352,459 be 
placed in a separate category and amortized over 4 years. (The amortization 
period was changed from 4 to 8 years in Order No. PSC-12-0179-FOF-EI) 
Please identify which of the three sub-accounts discussed in 1 a is the 
"separate category'' established per the order. For the sub-account 
identified, please also reconcile its plant balance and reserve with the 
amounts of investment and reserve stated in the Commission order. 

d. Does Gulf have Automatic Meter Reading (AMR) meters? If affirmative, 
which account discussed in 1 a contains the AMR meters. 

e. Does Gulf still have manually read meters? If affirmative, which account 
discussed in 1 a contains these meters? 

f. According to page 106 of Gulf's response to Staff's Report in Docket No. 
090319-EI, Gulf started to deploy the Advanced Metering Infrastructure 
equipment (AMI) meters in 2012. According to Tabs 10 and 11, Gulf 
established the sub-account 370.1 AMI in 2012. Order No. PSC-12-Q179-
FOF-EI approved that the service life of AMI is 15 years, which has been 
confirmed by Gulf in this study (Tab 6, page 34). Please explain why Gulf 
needed to retired the amounts of $1 ,079,937 of AMI in 2012 and $500,000 in 
2013, respectively, just after the AMI meters were placed in service for less 
than three years. 
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ANSWER: 

a. 
i. 370 Meters -

This group represents the costs of metering equipment such as enclosures and 
sockets, excluding AMI metering and the obsolete meters being retired. It also 
includes approximately 200 commercial meters that are not AMI. 

ii. 370.1 Meters-AMI -
This group represents AMI meters and associated equipment. 

iii. 370.1 Meters-FPSC Segregated -
This group represents meter investment transferred in order to properly 
segregate non-AMI meters into a separate depreciation group, as required in 
FPSC Order No. PSC-10-0458-PAA-EI. 

iv. 370.1 Meters-Non FPSC-Segregated-
This group represents the remaining obsolete meters to be retired. 

b. In Order No. PSC-10-0458-PAA-EI, the Commission ordered that the net 
investment of the near-term retiring meters be fully recovered by corrective 
reserve transfers from other quantified reserve imbalances. The reserve transfer 
properly resulted in a fully depreciated group. 

The non-segregated amount represents those remaining near-term retiring 
meters addressed by the FPSC in Order No. PSC-12-0179-FOF-EI. The order 
directed that the unrecovered amount of $7M be transferred to a regulatory asset 
and amortized over an eight year period. Retirements, cost of ·removal and 
salvage continue to be posted; however, depreciation expense is no longer 
booked to this account. This account is not over depreciated, however there is a 
small debit reserve balance. This debit balance is the result of the removal and 
salvage activity. Gulf proposes to transfer the residual reserve balance to the 
370 Meter account upon completion of the removal and retirement of the 
obsolete meters. 

c. Per Order No. PSC-1 D-0458-PSS-EI, Page 5 "Conclusion"- "The annual 
expense impact over the 4-year period covered by the recovery schedules shall 
be zero dollars due to the approved reserve allocations discussed herein." 
Subsequently, on Page 6 "Reserve Allocations"- ''Therefore, we find that the 
corrective reserve allocations shown in Attachment 8, appended hereto, are 
appropriate to correct the quantified reserve imbalances". Therefore, a corrective 
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reserve transfer for $9.6M from other quantified reserve imbalances was booked 
to the 370 Meter group, and no capital recovery schedule was required. 

d. Yes, the AMI (Advanced Metering Infrastructure) meters perform automatic meter 
reading. These are included in the 370 - Meters-AMI account. 

e. Yes, in account 370- Meters. 

f. These retirements were incorrectly applied to the AMI meters and should have 
been applied to the Non-AMI meters that were retired as a part of the AMI 
Implementation. 
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24. Please refer to Tab 8 Net Removal Cost Study, page 6, Account 353 Station 
Equipment. Please explain: 

a. What has caused the large removal cost recorded in 2012? 
b. The significant decrease of salvage annually for the period 201 0 through 

2012. 

ANSWER: 

a. The large removal cost recorded in 2012 was primarily a result of two major 
substation projects. The removal of equipment from the Laguna/Highland City 
project resulted in removal costs of approximately $483,000, and the removal of 
equipment from the Crist Filtered CapBank project resulted in removal costs of 
approximately $139,000. 

b. During 201 Q-2012, Gulf began a program to remove retired equipment from 
various subStation locations throughout Its service area. A contractor was hired 
to remove and sell this equipment on behalf of Gulf. In many cases, the cost to 
dismantle and remove certain equipment exceeded the realized salvage value of 
the equipment. The result was a significant net decrease in salvage from 201 0-
2012. 



25. Referring to Tab 8, page 7, Account 354 Towers: 
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a. Please explain the major causes for transmission tower retirements for this 
account. 

b. Please explain the reasons of the very large removal costs, which were 
greater than 700%, incurred in 2009 and 2010. 

ANSWER: 

a. The major causes for transmission tower retirements were primarily 
replacements of deteriorated in-service towers and retirements of emergency 
spare stock units. In 2012, Gulf began a program to review certain transmission 
emergency spare stock locations throughout its service area. As part of this 
review obsolete towers were removed from spare stock and retired, increasing 
the retirements in this account. 

b. The reasons for the very large removal costs incurred during 2009 and 201 0 
were primarily related to 4 specific projects. During 2009, Gulf incurred removal 
costs of approximately $96,000 to replace deteriorated log wood foundations on 
guyed "Y" configurations throughout its service area. During 201 0, Brentwood 
230kV and 115kV transformer autobank replacement incurred removal costs of 
approximately $13,000; Rat Pond Tap incurred removal costs of $83,000, and 
Brentwood Pine Forest 115kV Reconductor removal costs totaled approximately 
$44,000. 
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26. Please refer to Tab 8, page 8, Account 355 Poles: 
a. What portion of the poles in this account are steel, concrete and wood at 

the end of 2011 and 2012, respectively? 
b. Please explain the major causes for transmission pole retirements. 
c. Does Gulf have a transmission pole treatment program? If affirmative, 

please explain. 
d. Please explain Gulf's transmission pole inspection program including what 

the program entails. 
e. Please explain how Gulf disposes of its transmission poles. 
f. Please explain the reasons of the large increase in removal costs incurred 

in 2010 and 2012, which were greater than 550% and 440%, respectively 
g. What are the causes of the very large retirements in 2012? ($3.2 million in 

2012 versus $0.3 million in 2011, $0.4 million in 2010, and $0.6 million in 
2009)? 

h. Please explain how the 50% Cost of Removal Rate was calculated for this 
account. Please provide work paper to support your response. 

ANSWER: 

a. 
Concrete 
Wood 

2011 2012 
30% 28% 
70% 72% 

b. The major causes for transmission pole retirement are related to pole 
deterioration and upgrades due to line rebuilds. 

c. Gulf has a transmission pole treatment program whereby ground line treatment, 
drilling and associated treatment tablets are placed in poles. 

d. Gulf's transmission structure inspection program is based on 2 ahemating 12 
year cycles, which results in a structure being inspected every 6 years. See 
attached exhibit from Gulf Power Storm Hardening Plan 2013-2015, section 2.3, 
page 9. 

e. Gulf disposes of transmission wood poles by cutting them up and disposing in a 
construction and demolition dumpster, as there is no value in deteriorated wood 
poles. The concrete and steel poles are reused or sold for scrap value. 

f. The reasons for the large increase in 201 0 were to replace poles, arms, and 
critical structures at various locations throughout Gulf's service area with removal 
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costs of approximately $1,425,000. Additionally, the reconductor projects of 
Brentwood to Pine Forest line incurred removal costs of approximately $500,000, 
Crist to Barry incurred removal costs of approximately $109,000 and Pine Forest 
and Pine Forest to Molino incurred removal costs of approximately $142,460. 
Furthermore, in 201 o, the autobank associated with the Brentwood project 
incurred removal costs of approximately $74,000. The reasons for the large 
increase in 2012 were to replace poles, anchor guys, and insulators at various 
locations throughout Gulf's service area with removal costs of approximately 
$1,514,000. Additionally, the reconductor projects of Smith- Laguna 115kV 
incurred removal costs of approximately $930,000 and Marianna to Alford 115kV 
incurred removal costs of approximately $1,716,000. 

g. The reasons for the large increase in retirements in 2012 were to retire poles and 
critical structures at various locations throughout Gulfs service area with 
retirement costs of approximately $1,491 ,000. Additionally, the retirement of 
conductor associated with the Molino to Pine Forest 115kV line resulted in a 
retirement of approximately $1 ,863,000. 

h. The 50 percent COR for Poles was generally developed based on the analysis of 
Gulf historical data. Please refer to Tab 8, page 8 for the workpaper. In the prior 
study, the Poles COR was concluded to be 40 percent. While the specific 
historical COR indications of 90-100 percent are greater than the concluded 50 
percent, those indications are at the high side of the typical industry range. 
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27. Please refer to Tab 8, page 9, Account 356 Overhead Conductors: 
a. Please explain the reason for the large removal costs recorded in 2011. 
b. Please explain the cause of the large retirements recorded in 2012. 

ANSWER: 

a. The reason for the large removal costs recorded in 2011 was primarily conductor 
removal and replacement of the Sinai Cemetary- Callaway 115kV line, which 
incurred removal costs of approximately $488,000. The remaining removal costs 
are associated with various smaller overhead conductor projects at various 
locations throughout Gulf's service area. 

b. During 2012, Gulf compared in service overhead conductor to property records. 
The result of this review necessitated retirements of overhead conductor 
primarily from 41ocations; Crist Plant to Wright Substation, Brentwood to 
Silverhill Substation, Crist Plant to Barry Plant, and Smith Plant to Shoal River 
Substation at a retirement amount of approximately $945,000. Additionally, the 
retirement of conductor associated with the reconductor of Molino to Pine Forest 
115kV line resulted in a retirement of approximately $800,000. 
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28. Referring to Tab 8, page 10, Account 358 Underground Conductors, please 
explain why there is cost of removal recorded in 2012 while the corresponding 
retirement is zero. 

ANSWER: 

The reason for the cost of removal recorded in 2012 while the corresponding retirement 
is zero is because the project, Choctaw Submerged Cable 115kV project, is currently 
classified as Construction Work in Progress. Florida Public Service Commission Rule 
25~6.0142 states "the retirement entry shall be recorded no later than two months 
following the transfer of expenditures from Construction Work in Progress to Electric 
Plant in Service." Once this project is transferred to Electric Plant in Service, the 
corresponding retirement will be recorded in accordance with the Commission Rule 25~ 
6.0142. 



29. Please refer to Tab 8, page 13, Account 364 Poles: 
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a. What portion of the poles in this account are steel, concrete and wood at 
the end of 2011 and 2012, respectively? 

b. Please explain the major causes for distribution pole retirements for this 
account. 

c. Please explain how Gulf disposes of its distribution poles. 
d. Are distribution poles expected to live as long as transmission poles? 

Please explain why or why not. 
e. Please explain the nature and cause of the negative salvage recorded in 

2012. 
f. Does Gulf have a distribution pole treatment program? If affirmative, 

please explain. 
g. Please explain Gulf's distribution pole Inspection program including what 

the program entails. 
h. What is the "write off of retirement?" Please elaborate on the statement 

that "[t]he write off of retirements in 2012 have been spread to all years of 
the analysis and has the effect of decreasing net removal." 

i. Please explain how the 80% Cost of Removal Rate was calculated for this 
account. Please provide work paper to support your response. 

j. Please explain how the 80% Cost of Removal Rate was calculated for this 
account. Please provide work paper to support your response. 

k. Please explain the nature and cause of the negative amount of $19,824 
salvage recorded for 2012. 

ANSWER: 

a. .2Qll 2012 
Concrete 0% 6% 
Wood 100% 94% 

b. Distribution pole retirements In 2012 were due to a life cycle replacement of 
rotten and damaged poles. 

c. Gulf disposes of distribution poles by discarding them In a construction & 
demolition landfill. 

d. Distribution poles do not last as long as transmission poles. Distribution poles are 
exposed to more corrosive elements, and transmission poles are designed for 
more extreme wind loading. 
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e. The negative salvage recorded in account 364 was a result of salvage entry 
corrections from accounting treatment of returned reclosers. Prior to the Smart 
Grid Investment Grant, vintage reclosers were returned to inventory through a 
credit to salvage on a Distribution work order. Gulf determined the vintage 
reclosers were obsolete and ceased this practice. The credit salvage was a 
result of reversing prior vintage recloser salvage entries. 

f. Yes. Gulf has a distribution pole treatment program as stated in Gulf Power's 
Reliability and Storm Hardening Initiatives, section 3.0 - wood poles. See 
Attachment A. 

g. For Gulf's distribution pole inspection program see Attachment A. 

h. A physical count conducted in Gulf's pole inspection program showed a variance 
with Gulfs roll forward ledger, a summarization of mass property. This variance 
was not identifiable to any specific year, so tor study purposes the assumption 
was that the additional retirements would be spread over the span of the study. 
The increased retirement levels, retirements being the denominator for the COR 
rate calculation, lower the overall COR rate. 

I. The 80 percent COR for Poles was generally developed based on the analysis of 
Gulf historical data. Please refer to Tab 8, page 13 for the workpaper. In the 
prior study the Poles COR was concluded to be 85 percent. A general effect of 
2012 Pole write offs was to reduce COR as a percent of retirements. On that 
basis, all things equal, It was reasonable to reduce COR from the prior study's 
conclusion, though it was actually an Increase from the write off-adjusted results 
of the prior study. While the specific historical COR indications of 90-100 percent 
are greater than the concluded 80 percent, those Indications are at the high side 
of the typical industry range. 

j. See answer to Item No. 29(i). 

k. See answer to Item No. 29(e). 
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30. Please refer to Tab 8, page 14, Account 365 Overhead Conductors: 
a. What is a "recloser activity?• 
b. Please provide details of the "recloser activity of 2009-2012." Why it was 

deemed to be abnormal? 
c. Please explain the reasons of the large removal costs recorded in 2009 

and 2010. 

ANSWER: 

a. For the period 2009-2012, Gulf received a 50/50 match Smart Grid Investment 
Grant (Grant) from the Department of Energy (DOE). Part of this grant was to 
change out older technology to newer smart grid technology. This program 
allowed the replacement of a substantial number of reclosers. 

b. Gulf Power and Southern Company received a 50:50 matching Grant from the 
DOE for the integration of crosscutting systems. One of the programs 
implemented under the Grant was associated with Distribution Automation, which 
focused on accelerating Gulf Power's installation of Microprocessor based smart 
Mid-Line Reclosers and replacement of vintage hydraulic reclosers. The recloser 
program, originally scheduled as a 14 year program, was accelerated as a result 
of the Grant which reduced this program by 4 years and was deemed abnormal 
because of this accelerated activity. 

c. The reasons for the large removal costs during the 2009 and 201 0 period were 
related to replacing the reclosers under the Grant mentioned above. 

-l 
I 
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31. The following questions pertain to the transmission and distribution conductors 
accounts, 356 {page 9), 358 {page 10), 365 {page 14), and 367 {page 16) of Tab 
8. 
a. Please explain the cause of retirement of conductors in each account. 
b. Please explain any environmental impacts on the life expectancy of 

conductors in each account. 
c. Please explain how retired overhead conductors are disposed. 
d. Please explain how retired underground conductors are disposed. 
e. Is underground cable abandoned in place or cut and sealed? 
f. Are direct buried underground conductors abandoned in place when 

retired or are they physically removed? 
g. Please provide a percentage breakdown of the kinds of conductors in 

each account. 

ANSWER: 

a. The cause of retirement conductors in FERCs 356, 358, 365 and 367 were due 
to reconductor projects, distribution and transmission infrastructure projects and 
natural causes such as; lighting strikes, windblown debris and corrosion due to 
proximity to the coast. 

b. Conductors on the coast have a shorter life expectancy than inland conductors 
due to salt water erosion and more lighting strikes. 

c. Retired overhead conductors are disposed by placing into a scrap metal 
dumpster. Any salvage received Is credited to the appropriate FERC accounts. 

d. Removed and retired underground conductors are disposed by placing into a 
scrap metal dumpster. Any salvage received is credited to the appropriate FERC 
accounts. 

e. Direct buried underground cables are retired in place. Conductor placed in 
conduit is physically removed. 

f. Direct buried underground conductors are retired in place. 



g. 
2Q12 ~5§ a~8 
Copper, Bare 
Copper, Covered 
Aluminum, Bare 
Aluminum, Duplex 
Triplex 
Quadruplex 
1/0 & Below 
350MCM 
500MCM 
Single Conductor 73% 
SSAC, Single Conductor 27% 

There was no activity in FERC account 358 in 2012. 
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~5 a§7 
10% 
1% 
70% 
2% 
15% 
~k 

96% 
1% 
3% 
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32. The following questions refer to page 15 of Tab 8, Accounts 366 Distribution 
conduit: 
a. Please explain the causes for the retirement of distribution underground 

conduit. 
b. Is conduit expected to experience a longer life than conductor? Please 

explain. 
c. When conduit is retired, is it cut and sealed, abandoned in place, or 

physically removed? 

ANSWER: 

a. The cause for retirements of an underground conductor can be a damaged 
conductor or relocated conductor. 

b. Yes. Conduit Is considered a structure, and a conductor Is affected by electric 
currents and loading, which would affect its useful life. 

c. When conduit is retired, it is either abandoned in place or removed. 
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33. The following questions refer to Tab 8, page 17, Account 368 Line Transformers: 
a. Please explain the major causes for the retirement of line transformers. 
b. Does Gulf have a replacement program for line transformers? If 

affirmative, please explain the program. 
c. Please explain the reason of the large removal cost recorded in 2010. 

ANSWER: 

a. Deterioration due to corrosive environment, damages by public, and other natural 
causes such as lightning strikes, wind, and load changes are the major causes 
for retirements of transformers. 

b. Yes. Gulf conducts routine line transformer inspections. As a result of Gulf's 
proximity to the Gulf Coast, the salt aJr environment causes rust to compromise 
transformer casings and cabinets. Gulf will either clean and repaint the unit In 
place or replace rusted units on an as needed basis. Depending upon location, 
Gulf may elect to use stainless steel transformers to prolong service life. 

c. Gulf's large removal reported in 201 0 was a result of removing transformers from 
the field that were not serving load. 
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34. The following questions refer to Tab 8, page 20, Account 370 Meters: 
a. Please describe the types of meters which Gulf installs on its system for 

its different customer classes and how such meters may differ functionally 
from meters installed in 2009. 

b. Please provide a percentage breakdown of the types of meters in Account 
370. 

c. What are the criteria Gulf uses to retire its customer meters? 
d. How does GuH dispose of the retired meters? 
e. Are meters refurbished as new meters? If affirmative, what is the 

accounting treatment for the costs of refurbishment? 
f. Are meters accounted for as cradle-to-grave? If negative, please explain 

why not. 
g. In its response to Staff's Report in Docket No. 090319-EI, Gulf indicated 

that it planed to deploy Advanced Metering Infrastructure (AMI) in 201 0. 
Does Gulf plan to deploy more AMI across its territory in the next five 
years? If affirmative, please provide details. 

h. What expected life has Gulf assumed for the AMI? Please explain the 
basis and support for the assumed life. 

i. If Gulf assumes different expected lives for AMI and traditional meters, 
please explain specifically how different lives of different types of meters 
were blended for a composite life for the meters category. 

ANSWER: 

a. Gulf currently installs electronic AMI meters for all single phase and three phase 
customers in all classifications; residential, commercial, and industrial. There are 
some exceptions to this with very large industrial customers require specialized 
meters and communication. During 2009 Gulf was early in the deployment of the 
AMI project and during this time non-AMI meters were still being installed in 
some areas of the Company. The functionality of the meters has not changed 
since 2009 in relation to what and how the meters measure and display energy 
usage; what has changed is that an AMI communication device was added for 
transmission of the readings. 

b. M~1er370 
One Phase 6.6% 
Three Phase 5.1% 

Meter-AMI 
One Phase 62.3% 
Three Phase 26.0% 
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c. Gulf retires meters based on several criteria: obsolete equipment that no longer 
meets the needs of our customers, damaged equipment, and equipment that fails 
required testing standards. 

d. Gulf disposes of retired meters through a recycle program for scrap material. 

e. Gulf does refurbish (clean and re-certify) meters. These costs are expensed in 
the Operation and Maintenance budget. 

f. Yes. Gulf does account for meters from cradle-to-grave. 

g. Gulf began the deployment of AMI meters across the system in 2008 and 
completed the initial deployment in early 2013. Gulf will continue to use AMI 
meters for new installations over the next 5 years associated with customer 
growth and nonnal maintenance of the system. 

h. The ASL of 15 years was approved for AMI in Commission Order No. PSC-12-
0179-FOF-EI, Docket 11 0138-EI. This life Is shorter than a life for traditional 
meters because AMI is relatively new without life experience and subject to more 
possible obsolescence than the traditional electro-mechanical meters. Also, 
while repairs could sometimes be made to older electro-mechanical meters, 
extending life, that will not be the case for the digital or electronic AMI. A shorter 
life for AMI is consistent with the lives the industry uses for AMI. 

I. Gulf did not blend different meter lives of different meter types for a composite 
life. Meters, traditional and AMI, were combined on page 20 of Tab 8 to develop 
a Net Removal percent. 
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35. The following questions refer to Tab 8, page 21, Account 373, Street Lighting: 
a. Please explain the major causes for the retirement of street lights. 
b. Please Identify the different kinds of street lights recorded in Account 373. 
c. Are there any technology changes on the horizon that may affect the life of 

Account 373? If affirmative, please explain the technology and how it may 
impact the expected life of the account. 

d. Have there been any changes to Gulfs retirement policy for this account? 
e. Please explain the reason of the large removal cost recorded in 2012. 

ANSWER: 

a. Street lights are retired when repair requires more than small component 
replacement, i.e., ballast fixture. Routine repairs are lamps, photocells, starters 
and capacitors. Street light poles are retired when replacement is needed. Also, 
retirements are necessary when a customer no longer desires lighting service or 
changes to a different type or size of light. 

b. "Street lights" - FERC 373 - includes all of street and area lighting including 
roadway, directional flood lights, and private and yard lighting. Also, included in 
373 are poles, wire, and hardware for lighting use only. 

c. New technology lighting, specifically LED, has improved the llfecycle. 

d. No. 

e. Several factors explain the higher cost of removal in 2012: 
• More customers are converting to LED, fixtures which is requiring removal of 

existing fixtures; 
• One fairly large project converting to metal halide fixtures requiring removal of 

existing fixtures; and 
• One municipal customer converting to LED as well as removing overhead 

facilities and Installing underground facilities. 
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36. Following questions pertain to the potential Capital Recovery Schedules: 
a. Please identify major upgrades, if any, that Gulf has planned for any 

generating unH at each of Gulf's plant during the next four years. 
b. Please identify the total, as well as individual, investments and associated 

reserves that will retire In connection with each of the planned upgrades. 
Please explain what each identified upgrade will entail. 

c. Please explain and provide any available work papers showing the 
development of the reserve associated with the retiring investments at 
each site. 

d. Please identify any gross salvage or cost of removal expected from each 
of the retirements. 

e. Please identify meter Investments that will retire over the 2014-2017 
period in connection with the Gulf's AMI program. 

f. Please Identify the reserve associated with the retiring meter Investments 
discussed above. Please also provide the work papers showing the 
development of the reserve. 

g. Please provide the estimated net salvage expected from the retirement of 
these meters discussed above so they can be included with net 
unrecovered costs to amortize. 

ANSWER: 

a. See response to item 7. 

b. See response to Item 7. 

c. There are no work papers. 

d. Cost of removal is included in response to item 7. Gulf does not estimate 
salvage in the budget process. 

e. Gulf's AMI program is complete and will drive no additional retirements after 
2013. 

f. Retirements, cost of removal, and salvage will continue to be recorded in 2013. 
Gulf proposes to transfer the residual reserve balance to the 370 Meter Account 
in early 2014. 

g. Please see Gulf's response to Item Nos. 36(e) and 36(f) above. 
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37. Pleas'e refer to Tab 10, Plant Investment Activity- 2009 to 2013, for the following 
questions. 
a. Referring to Sheet 2 of December 2013 Budget, please provide 

explanations for the following: (i) why was the plant addition of Account 
355 Increased more than 260% in 2013, compared with the addition in the 
other years during period 2009-2013 (see Sheet 2 of Budget of 2012, 
2011 2010, and 2009). (ii) Why was plant addition of Account 356 
increased more than 340% in 2013, compared with other years in the 
same period. 

b. Referring to Sheet 3 of December 2013 Budget, please provide 
explanations for the following: (i) why did Gulf transfer $11,287,000 from 
sub-account Meters into sub-account Meters-AMI Equipment. (ii) Why 
was the retirement of Account 373 increased more than 244% in 2013, 
compared with other years in the same period. 

c. Referring to Sheet 2 of December 2012 Budget, (i) please explain the 
reason and cause of the adjustments recorded in accounts: 350.0, 350.2, 
353, 354, 355, and 356. Please also identify the source account(s) from 
which the investment was transferred for each activity. (ii) Please explain 
why the retirement of Account 354 was increased more than 495% in 
2012, compared with the retirement rate in the other years during period 
2009-2013. (iii) Please explain why the retirement of Account 355 was 
increased more than 892% in 2012, compared with the other years in the 
same period. 

d. Referring to Sheet 3 of December 2012 Budget, please explain the reason 
and cause of the adjustments recorded in the following accounts: 360.0, 
362, 364, 365, and 368. Please also explain why Gulf adjusted negative 
amount of $34,299,000 to sub-account Meters and positive amount of 
$34,299,000 to sub-account Meter-AMI Equipment. 

e. Referring to Sheet 2 of December 2011 Budget, please explain the reason 
and cause of the transfer recorded in 353. Please also identify the source 
account(s) from which the investment was transferred for this activity. 

f. Referring to Sheet 3 of December 2011 Budget, please explain the reason 
and cause of the transfers recorded in the following accounts: 361 , 362, 
364, 365, 367, 368, and 373. Please also identify the source account(s) 
from which the investment was transferred for each activity. 

g. Referring to Sheet 2 of December 2010 Budget: (i) please explain the 
reason and cause of the transfer recorded in accounts: 350.0, 350.2, 352, 
353, 354, and 355; and identify the source account(s) from which the 
investment was transferred for each of these activities. (ii) Please explain 
the reason and cause of the adjustment recorded in account 350.0. 
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h. Referring to Sheet 3 of December 2010 Budget: (i) please explain the 
reason and cause of the transfer recorded in the following accounts: 362, 
365, 367, and 368; and identify the source account(s) from which the 
investment was transferred for each activity. (ii) Please explain the reason 
and cause of the adjustment recorded in account 360.0. (iii) Please 
explain why Gulf transferred an amount of $21 ,673,392 from sub-account 
Meters and credited a portion of it, which was $12,176,660, into sub
account Meters-FPSC-Segregated, and credited the rest, which was 
$9,496,732, into sub-account-Meters-Non FPSC Segregated. 

i. Referring to Sheet 2 of December 2009 Budget: (i) please explain the 
reason and cause of the transfer recorded in the following accounts: 
350.0, 352, 353, 354, 355, and 356; and identify the source account(s) 
from which the investment was transferred for each of these activities. (ii) 
Please also explain the reason and cause of the adjustment recorded in 
account 350.02. 

j. Referring to Sheet 3 of December 2009 Budget: (i) please explain the 
reason and cause of the transfer recorded in the following accounts: 362, 
365, 367 and 368; and identify the source account(s) from which the 
investment was transferred for each of these activities. (ii) Please explain 
the reason and cause of the adjustment recorded in accounts 360.0 and 
368. 

k. Account 353 has experienced growth of about 4 7% during 2009-2013 
period. Please explain what caused the growth. 

I. Account 355 has experienced growth of about 67% during 2009-2013 
period. Please explain what caused the growth. 

m. Account 356 has experienced growth of about 73% during 2009-2013 
period. Please explain what caused the growth. 

n. Account 362 has experienced growth of about 51% during 2009-2013 
period. Please explain what caused the growth. 

o. Account 359 has experienced growth of about 284% during 2009-2013 
period. Please explain what caused the growth. 

ANSWER: 

a. The majority of plant additions in accounts 355 & 356 increased in 2013 due to 
multiple transmission line reconductor rebuilds. Holmes Creek- Highland 230kV, 
Holmes Creek- Slocomb 115kV, N Brewton- Alligator Swamp 230kV, Crist-Air 
Products 115kV Rebuild, Marianna-Alford 115kV Reconductor, Ponce de Leon 
and Caryville conversion to 115kV and other transmission line infrastructure 
projects accounted for approximately $50,000,000 of the increase. It is not 
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appropriate to compare transmission additions by year as each project is 
independent and only completed when required. 

b. (i) This equipment is the meter accessories related to Gulf's "Energy Selecf' 
program. The equipment is very similar to AMI meters since both 
communicate via radio frequency. $11,287,000 represents the amount of 
investment related to the meter accessories. Gulf believes the useful life of 
these meter accessories is 15 years based on Gulf's historical experience. 

(ii) Gulf was expecting higher retirements of street lighting due to the improved 
technology and efficiency of LED lighting. As of June 30, 2013, Gulf has not 
experienced this increase and does not expect the increase to occur until at 
least 2014. 

c. (i) The reason for the adjustment for FERC 350 was the result of the sale of .75 
acres of land on the East Crestview Tap 1151<V line and a correction of 
easements which were incprrectly classified as fee simple land in FERC 
350.2. 

The reason for the adjustment for FERC 350.2 was to correct easements that 
were incorrectly classified as fee simple land in FERC 350.0. 

The amounts listed as adjustments for 2012 for FERC accounts 353, 354, 
355, and 356 should have been listed as transfers. The transfers in these 
accounts were all routine transfers occurring in the normal course of 
business. The reason and cause for these transfers is described below. 

Gulf utilizes two work order processes in its capitalization 
program: Distribution System Orders (DSO) for Distribution capital work and 
General Work Orders (GWO) for Transmission capital work. DSOs are 
capitalized as mass property in a single company-wide location, while GWOs 
are location property with specific location identifiers in the property 
system. Because GWOs are location specific, each location has its unique 
Continuing Property Record (CPR). Within the CPR will be all the property 
units contained at that particular location. 

Plant transfers account for the physical movement of Retirement Unit property 
between locations. These plant transfers are transfers between: 
• transmission substations 
• transmission and distribution substations 
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• transmission substations and transmission emergency spare stock 
(inactive service) 

• transmission substations and general plant 
• FERC account corrections for distribution mass property 
To a much lesser degree, another cause for plant transfers are work order 
corrections before the unitization process whereby either an incorrect FERC 
account was used on a work order, or an interim retirement unit code was 
used until an allocation to the primary retirement unit code was completed 
before unitization. 

Additionally, a transfer in the amount of $2,329 resulted from the transfer of a 
transmission pole in FERC 355 to 397, as this pole is used solely for 
communication equipment. 

(ii) The major causes for transmission tower retirements in account 354 were 
primarily replacements of deteriorated in service towers and retirements of 
emergency spare stock units. In 2012, Gulf began a program to review 
certain transmission emergency spare stock locations throughout its service 
area. As part of this review obsolete towers were removed from spare stock 
and retired increasing the retirements in this account. 

(iii) The cause of the large increases of retirements in account 355 are due to an 
increase in 2012 in reconductor projects such as the Molino-Pine Forest 
115kV Reconductor, which resulted in $1,863,000 of retirements in 2012. The 
remaining retirements were normal transmission line infrastructure 
retirements. 

d. The reason for the adjustment in FERC 360 is to account for the sale of a 
substation to a wholesale customer. 

The amounts listed as adjustments for 2012 for FERC accounts 362, 364, 365, 
and 368 should have been listed as transfers. The majority of the transfers in 
these accounts were all routine transfers occurring in the normal course of 
business. The reason and cause for these transfers is described in the answer 
to c(i) above. 

In addition, Gulf transferred $1,693,302 of switches from FERC accounts 368 to 
365. This transfer was to reclassify switches that were physically moved from 
regulator bypass switches in FERC 368 to routing equipment recloser bypass 
switches in FERC 365. Also, Gulf reclassifies ground rods each year from 
overhead to underground in an annual transfer. When these commodities are set 
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up in stores, they are aligned with FERC account 365, overhead conductors and 
devices. Through this annual transfer, ground rods are segregated by their actual 
use as overhead conductors, underground conductors, or devices. During 2012, 
$1,015,528 of ground rod additions were transferred between FERC 365 & 367. 

The $34,299,000 adjustment from 370-Meters to 370-Meters-AMI Equipment 
represents the segregation of AMI Equipment into a separate depreciable 
category per Order No. PSC-12-0179-FOF-EI. 

e. The transfers in FERC account 353 were routine transfers occurring in the 
normal course of business. The reason and cause for these transfers is 
described in the answer to c(i) above. 

f. The majority of transfers in FERC accounts 361, 362, 364, 365, 367, 368, and 
373 were routine transfers occurring in the normal course of business. The 
reason and cause for these transfers is described in the answer to c(i) above. 

In addition, Gulf transferred $538,382 of property from these FERC accounts 
362, 364, 365, 367, 368 & 373 to account 390 for the creation of a lineman 
training facility. Lineman training facilities were constructed at Panama City and 
Pine Forest for the purposes of training utilitymen and apprentices in the safe 
and efficient operation of distribution electrical equipment. Also, $688,680 of 
ground rods were transferred between FERC 365 & 367. Please see ground rod 
discussion provided in answer 37(d) above. 

g. (i) The reason for the transfer in FERC 350 was to transfer substation land to a 
non-utility account (FERC 121 ). 

The transfer of $286,489 from 350.2 Easements to 350.0 Land was system 
generated due to the correction of the depreciation group on the asset. The 
depreciation group is what determines what is reported by FERC on 
Schedules Schedule 71 (Plant in Service) and Schedule 75 (Reserve). When 
a depreciation group is corrected, the property accounting system generates 
the appropriate transfer of the asset and the reserve. In addition, the reserve 
booked to the land depreciation group 350.0 was corrected in the same 
month the transfer was made as land is non-depreciable. 

The transfers in FERC accounts 352, 353, 354, and 355 were routine 
transfers occurring in the normal course of business. The reason and cause 
for these transfers is described in the answer to c(i) above. 
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(ii) The reason for the adjustment recorded in FERC 350 was a reclassification of 
substation land to a non-utility account (FERC 121) because property was no 
longer needed for utility purposes. 

h. The majority of transfers in FERC accounts 362, 365, 367, and 368, were routine 
transfers occurring in the normal course of business. The reason and cause for 
these transfers is described in the answer to c(i) above. 

In addition, $810,590 of ground rods were transferred from FERC account 365 to 
367. Please see ground rod discussion provided in answer d. above. 

(ii) The reason for the adjustment recorded in FERC 360 is a reclassification of 
substation land to a non-utility account (FERC 121), because the property 
was no longer needed for utility purposes. 

(iii) The meter transfers in account 370 were booked in order to properly 
segregate non-AMI meters into a separate depreciation group, as required in 
FPSC Order No. PSC-10-0458-PAA-EI. 

i. (i) The reason for the transfer in FERC 350.0 was to account for the 
reclassification of a substation that had been removed from service to serve 
as a substation training facility for the Company. This transaction also 
impacted FERC accounts 352 and 353. A total $758,859 of property was 
transferred to FERC 390 for this facility. 

The remaining transfers in FERC accounts 352, 353, 354, 355 and 356 were 
routine transfers occurring in the normal course of business. The reason and 
cause for these transfers is described in the answer to c(i) above. 

(ii) The reason for the adjustment for FERC 350.2 was a settlement for 
condemnation proceedings. 

j. (i) The majority of transfers in FERC accounts 362, 365, 367, and 368, were 
routine transfers occurring in the normal course of business. The reason and 
cause for these transfers is described in the answer to c(i) above. In addition, 
$747,256 of ground rods were transferred from FERC account 365 to 367. 
Please see ground rod discussion provided in answer d. above. 

(ii.) The reason for the adjustment recorded in FERC 360 is a reclassification of 
substation land to a non-utility account (FERC 121) because property was no 
longer needed for utility purposes. The reason for the adjustment recorded in 
FERC 368 is to a correct work order unitization error. 
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k. The reason for the growth in additions for accounts 353, 355, 356, and 359 is 
due to the company's response to the 1 0 year planning studies that identify 
system constraints and overloads. For the period of 2009 to 2013, the Company 
has seen an Increase in projects required to address these system constraints 
and overloads. Additionally, the Company has increased spending to replace 
aged and obsolete equipment that has reached the end of its useful life. 

I. See response to Item 37(k). above. 

m. See response to item 37(k). above. 

n. The reason for the growth in additions for account 362 is due to increase 
spending to replace aged and obsolete facilities that have reached the end of 
their useful life. 

o. See response to item 37(k). above. 



Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No. 38 
Page 1 of 5 

38. Please refer to Tab 11, Depreciation Reserve Activity-2009 to 2013, of the 
Depreciation Study for the following questions: 
a. On Sheet 2 of December 2013 Budget, Gulf recorded the amount of 

$150,000 removal cost for Account 355, but recorded no retirement 
activity for the same account. Please provide explanation. 

b. On Sheet 3 of December 2013 Budget, Gulf recorded $5,595,000 
transfers between accounts Meters and Meters-AMI. Please explain the 
reason and cause. 

c. Referring to Sheet 2 of December 2012 Budget: (i) Gulf recorded transfers 
and adjustments in four accounts: 353, 354, 355, and 356. Please explain 
the nature and cause of these activities, and identify the source account(s) 
from which the reserve was transferred for each activity. (ii) Please 
explain why the removal cost of Account 353 was increased more than 
200% while the salvage was decreased 40% in 2012, compared with the 
other years during period 2009-2013. 

d. Referring to Sheet 3 of December 2012 Budget: (i) please explain the 
nature and cause of the transfers and adjustments in accounts: 362, 364, 
365, 368, and 370, and identify the source account(s) from which the 
reserve was transferred for each activity. (ii) Gulf recorded $6,031,603 
transfers between accounts Meters and Meters-AMI. Please explain the 
reason and cause of this activity. 

e. On Sheet 2 of December 2011 Budget, Gulf recorded transfers and 
adjustments in account 353. Please explain the nature and cause of this 
activity, and identify the source account(s) from which the reserve was 
transferred. 

f. Referring to Sheet 3 of December 2011 Budget, (i) Gulf recorded transfers 
and adjustments in seven accounts: 361, 362, 364, 365, 367, 368, and 
373. Please explain the nature and cause of these activities, and identify 
the source account(s) from which the reserve was transferred for each 
activity. (ii) Please explain the reason why there is negative amount of 
removal cost recorded in Account 361. 

g. Referring to Sheet 2 of December 2010 Budget, (i) please explain why 
Gulf transfers $26,501 from Accounts 350.2 into Account 350. (ii) Please 
explain the nature and cause of the transfers and adjustments recorded in 
accounts: 352, 353, 354 and 355, and identify the source account(s) from 
which the reserve was transferred for each activity. 

h. Referring to Sheet 3 of December 2010 Budget, (i) Gulf recorded transfers 
and adjustments in accounts: 362, 365, 367, 368, 369.3, and 373. Please 
explain the nature and cause of these activities, and identify the source 
account(s) from which the reserve was transferred for each activity. (ii) 
Gulf recorded transfers and adjustments in accounts 370 Meters, and 370 
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Meters-FPSC Segregated, 370 Meters-Non-FPSC Segregated. Please 
explain the nature and cause of these activities, and identify the source 
account(s) from which the reserve was transferred for each activity. (iii) In 
Account 370 Meters-Non-FPSC Segregated Gulf recorded the amount of 
$52,754 removal cost. Please explain why such removal cost was 
incurred while there was zero retirement for the same account. 

i. On Sheet 2 of December 2009 Budget, Gulf recorded transfers and 
adjustments in accounts: 352, 354, 355 and 356. Please explain the 
nature and cause of these activities. Please also identify the source 
account(s) from which the reserve was transferred for each activity. 

j. On Sheet 3 of December 2009 Budget, Gulf recorded transfers and 
adjustments in accounts: 362, 365, 367 and 368. Please explain the 
nature and cause of these activities, and identify the source account(s) 
from which the reserve was transferred for each activity. 

ANSWER: 

a. The reason Gulf recorded the removal cost of $150,000 in 2013 while the 
corresponding retirement is zero is because the project is currently classified as 
Construction Work in Progress. Florida Public Service Commission Rule 25-
6.0142 states "the retirement entry shall be recorded no later than two months 
following the transfer of expenditures from Construction Work in Progress to 
Electric Plant in Service." Once this project is transferred to Electric Plant in 
Service, the corresponding retirement will be posted in accordance with 
Commission Rule 25-6.0142. 

b. (i) See answer to 37 b(i). The $5,595,000 is the amount of depreciation reserve 
associated with the meter accessories. This transfer is projected for 
December 2013. 

(ii) We expect an increased retirement of obsolete equipment to happen in 2013 
due to improved technology and efficiency of LED lighting. 

c. (i) Plant transfers account for the physical movement of Retirement Unit property 
between locations in FERC accounts 352 through 358 and 362 through 368. 
These plant transfers are transfers between a) transmission substations, b) 
transmission and distribution substations, c) transmission substations and 
transmission emergency spare stock (inactive service), d) transmission 
substations and general plant, and e) FERC account corrections for 
distribution mass property. To a much lesser degree, another cause for plant 
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transfers are work order corrections before the unitization process whereby 
either an incorrect FERC account was used on a work order, or an interim 
retirement unit code was used until an allocation to the primary retirement unit 
code was completed before unitization. As plant transfers are generated, the 
system generates the appropriate transfer of the asset and the reserve. 

The transfers in these accounts were routine transfers and corresponding 
reserve balance transfers occurring in the normal course of business. 
Additionally, the transfers of property in the amount of $2,329 from FERC 355 
to account 397 for the transfer of a pole to be used solely for communication 
equipment resulted in a $163 reserve balance change for the affected FERC 
accounts. 

(ii) The large removal cost recorded in account 353 in 2012 was primarily a result 
of two major substation projects. The removal of equipment from the 
Laguna/Highland City project resulted in removal costs of approximately 
$483,000, and the removal of equipment from the Crist Filtered CapBank 
project resulted in removal and clean-up costs of approximately $139,000. 
During 2010-2012, Gulf began a program to remove retired equipment from 
various substation locations throughout its service area. A contractor was 
hired to remove and sell this equipment on behalf of Gulf. In many cases, the 
cost to dismantle and remove certain equipment exceeded the realized 
salvage value of the equipment. The result was a decrease in salvage 
amounts. 

d. (i) The transfers in FERC accounts 362, 364, 365, and 368 were routine 
transfers and corresponding reserve balance transfers occurring in the normal 
course of business. The reason and cause for these transfers is described in 
the answer to c(i) above. The transfer in FERC account 370 was required by 
the Commission to write off the unrecovered non-AMI investment associated 
with Gulf's AMI implementation program. This was approved by the 
Commission in Order No. PSC-12-0179-FOF-EI, Docket No. 110138-EI. The 
unrecovered balance, $7,088,000, was moved to FERC 182, a regulatory 
asset, by crediting the reserve, FERC 108, and debiting the 182. 

(ii) The $6,031,603 account 370 reserve adjustment was generated from the 
$34,299,000 transfer from 370-Meters to 370-Meters-AMI Equipment for the 
segregation of AMI Equipment into a separate depreciable category per PSC 
ruling. 



Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No. 38 
Page4of5 

e. The transfers in FERC account 353 were routine transfers and corresponding 
reserve balance transfers occurring in the nonnal course of business. The 
reason and cause for these transfers is described in the answer to c. (i) above. 

f. (i) The transfers in FERC account 361, 362, 364, 365, 367, 368, and 373 were 
routine transfers and corresponding reserve balance transfers occurring in the 
nonnal course of business. The reason and cause for these transfers is 
described in the answer to c(i) above. 

In addition, Gulf transferred $538,382 of property from FERC accounts 362, 364, 
365, 367, 368 & 373 to account 390 for the creation of lineman training facilities. 
Lineman training facilities were constructed at Panama City and Pine Forest for 
the purposes of training utilitymen and apprentices in the safe and efficient 
operation of distribution electrical equipment This transfer generated a $209,952 
reserve balance change for the affected FERC accounts. Also, the annual 
ground rod transfer in the amount of $688,680 discussed in the answer to item 
37(d), resulted in a $356,114 reserve balance transfer between FERC accounts 
365and 367. 

(iQ The reason for the negative amount of removal in FERC 361 for 2011 Is due to 
an error. 

g. (i) FERC 350.2, The March 2010 transfer of $286,489 from 350.2 Easements to 
350.0 Land was system generated due to the correction of the depreciation 
group on the asset. The depreciation group is what determines what is 
reported by FERC on Schedules Schedule 71 (Plant in Service) and Schedule 
75(Reserve). When a depreciation group is corrected, the system generates 
the appropriate transfer of the asset and the reserve. This entry generated a 
reserve entry in the amount of $26,501. The reserve booked to the land 
depreciation group 350:0 was reversed in the same month the transfer was 
made as land is non-depreciable. 

(ii) The transfers in FERC account 352, 353, 354, and 355 were routine transfers 
and corresponding reserve balance transfers occurring in the nonnal course 
of business. The reason and cause for these transfers is described in the 
answer to c(i) above. 

h. (i) The transfers in FERC accounts 362 were routine transfers and 
corresponding reserve balance transfers occurring in the normal course of 
business. The reason and cause for these transfers is described in the 
answer to c(i) above. Additionally, the annual ground rod transfer in the 
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amount of $810,590 discussed in the answer to item 37.d, resulted in a 
$618,622 reserve balance transfer between FERCs 365 and 367. The 
remaining transfers for FERC accounts 368, 369.3 and 373 were a result of 
the reserve adjustment ordered in the FPSC 2009 Depreciation Study Order 
No. PSC-10-0458-PAA-EI. 

(ii) The reserve transfers in account 370 were generated due to the investment 
transfers booked in order to properly segregate non-AMI meters into a 
separate depreciation group, as required in FPSC Order No. PSC-1 Q-0458-
PAA-EI. 

(iii) Cost of removal of $52,754 was incurred and is related to the retirements in 
the 370-Meter account. 

I. The transfers in FERC accounts 352, 354, 355 and 356 were routine transfers 
and corresponding reserve balance transfers occurring in the normal course of 
business. The reason and cause for these transfers is described In the answer 
to c(i) above. In addition, the transfers of property in the amount of $758,858 
from FERCs 352, 354, 355, and 356 to account 390 for the creation of a 
substation training facility resulted in a $426,533 reserve balance change for the 
affected FERC accounts. This facility is for the purposes of training transmission 
substation apprentices in the safe and efficient operation of transmission or 
distribution substation electrical equipment. 

j. The transfers in FERC accounts 362,365, 367, and 368 were routine transfers 
and corresponding reserve balance transfers occurring in the normal course of 
business. The reason and cause for these transfers is described in the answer 
to c(i) above. Also, the annual ground rod transfer in the amount of $747,256 as 
discussed in the answer to item 37(d), resulted in a $346,583 reserve balance 
transfer between FERC accounts 365 and 367. 
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39. Refen1ng to Vol. 1 of Depreciation Study, it appears that Gulf presented accounts 
360.1 and 360.2 interchangeably in different places as shown in Table 1 below. 
Please Identify the correct account number and name combination, and clarify 
whether the four accounts listed in Table 1 are a same one. If not, please 
explain the difference between one and the other. Please also provided the 
relevant schedules associated with each account that Gulf has not yet provided 
in Tab 6, 7, 1 0 and 11 , respectively. 

Tablg ;t: Account No. 360.x 
~ 

Location 
Account No. 

Account Name Gulf Used 
For the purpose of 

Gulf Used reporting: 

Tab6 Page 23 360.2 Easements and Rights of Way Depreciation property 

Tab7 Page7 360.2 Easements Parameter Schedule 

Tab10 Sheet3 360.1 Land Rights Investment Activity 

Tabll Sheet 3 360.1 Easements Reserve Activity 

ANSWER: 

All four accounts listed in Table are the same. The correct account number is 360.1, 
and the correct name Is "Land Rights•. 
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40. In its Depreciation Study, Gulf has referenced to the "industry range" and 
"industry experience" many times in data analysis and proposed depreciation 
parameter explanation. Examples are accounts 353, 355, 361, 368, 373, 390 
presented in Tab 8 of Vol. 1, and accounts 352, 353, 354, 366, 390 contained in 
Vol. 2. Please provide the industry range of the depreciation parameters for 
each and all of the accounts listed In Tab 7, pages 6-8, of the Depreciation 
StudJ. b completin Table 2 below. 
~COmparison of the D~predatlon Parameters ·-·1-·-·-,-·-·---,-----r -~ 

Acco~nt 

No. 

350 

Account 

Name 

Euemenu 

GulfCompan Other Aori~ Utilities In Florida 

2009-2013 Company Industry Aorida OtJke Tampa 

current Proposed range G~lf Power & Enersv Electric 
approved referred to tlfdlt Florida Company 

Parameters 

~=~:c:n'""t.,-l---- ~-~--- _ ·-- · --- ·-- --- --
~~.!E~•!~s.!!_fe -·---Jt__ _ __ --r-----
Netsalvage ------ ---·-·-- · ___ -·-·---l---1--·--

1~-~years · ···· -----·1-----+---11--·- -·-·--t---1 
Curve type 

ReseNe ratio 
-t----1--+-----l·------1--··-~-

Rese~ratto 

Depreciation r.u:li __ .. __ r-----·-- -+---1---·- ---- -------
Average servtce Dfe 

Miscellaneous Average remaining Uf~-1---.. -l---·-·r----------~·-1-'---f---1---1 
398 Equipment Netsalw~ . ·-· -------·--·-·--·-

~~ ea.l'!..'t"ars ______ ·---

ANSWER: 

Cu~~---r----r---r-----r---+----1--~---
ReseNeratio 

See pages 2 through 8. 

The tenns "industry range" and •industry experience" in the data analysis primarily refer 
to the typical range of ASL that Gulf's depreciation consultant has recently encountered 
in his studies, as well as what he has observed in other studies. As such, they are part 
of the consultant's body of knowledge. They are a general indication of the approximate 
range of ASL. The referred to ranges and experience are not to be construed as exact 
or specific, a minimum or maximum, or a conclusion of Gulf ASL. 

Gulf is not aware of the parameters approved by the Commission for the other Florida 
investor owned utilities. 



Account Account Name Parameters 
No. 

Depreciation Rate 

ASL 

ARL 
350 Easements Net Salvage 

Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

ARL 
352 

Structures and 
Net Salvage Improvements 
Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Station 
ARL 

353 Equipment Net Salvage 

Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 
ARL 

354 Towers and 
Net Salvage Fixtures 
Average age Years 

Curve type 

Reserve Ratio 
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Gulf Power Company 

09-13 Company Industry Range 

Current Proposed Gulf 

Appro_ved Referred to 

1.6% 1.SOk 

60 65 50-70 

34.0 31.6 

0% 0% 

26 33 

sa R5 

46.63% 50.97% 

2.0% 1.8% 

50 55 45-65 

36.0 40.2 

5% 5% 

14 15 

' R4 R4 

32.90% 33.58% 

2.3% 2.4% 

45 45 40-55 

35.0 36.2 

5% 70k 

10 9 

so so 
24.56% 20.42% 

2.3% 1.8% 

50 55 ~ 

27.0 31.2 

20% 20o/o 

23 24 

AS R4 

58.49o/o 63.18% 



Account Account Name Parameters 
No. 

Depreciation Rate 

ASL 

Poles and 
ARL 

355 Fixtures Net Salvage 

Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Overhead ARL 
356 Conductor& Net Salvage 

Devices Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 

Underground ARL 
358 Conductor& Net Salvage 

Devices. Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 

Roads and 
ARL 

359 Trails Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 
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Gulf Power Company 

09-13 Company Industry Range 

Current Proposed Gulf 

Approved Referred to 

3.6% 3.9% 

38 40 35-45 

30.0 33.2 
40% 50% 

8 7 
so so 

31.70% 20.55% 

2.5% 2.5% 

50 50 40-50 

37.0 41.8 
30% 30% 

13 8 
R2 R1.5 

35.n% 23.78% 

2.1% 1.8°A, 
45 50 so-55 

26.0 26.3 

0% OOk 
19 24 

R3 R4 

45.05% 53.43cro 

2.0% 1.9% 
50 55 so-as 

27.0 45.0 

Oo/o 0% 
23 10 
sa sa 

47.04% 16.02% 



Account Account Name Parameters 
No. 

Depreciation Rate 

ASL 
ARL 

360.2 Land Rights Net Salvage 

Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Structures and 
ARL 

361 Improvements Net Salvage 
Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Station 
ARL 

362 Equipment Net Salvage 

Average age Years 

Curve type 
Reserve Ratio 

Depreciation Rate 

ASL 
ARL 

364 
Poles, Towers 

Net Salvage and Fixtures 
Average age Years 

Curve type 

Reserve Ratio 
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Gulf Power Company 

09-13 Company Industry Range 

Current Proposed GuH 

Approved Referred to 

1.8% 1.8% 

50 55 50-60 

52.0 52.2 

0% 0% 

(2) 3 
sa sa 

6.59% 5.25% 

2.2% 1.9% 

48 52 45-55 

32.0 36.5 

5% 5% 

16 16 
R3 R3 

35.61% 37.17% 

2.2% 2.3% 

45 46 35-50 

33.0 36.2 

5% 8% 

12 10 

R1.5 R1.5 

31.20% 25.17% 

5.0o/o 4.7% 

34 32 30-40 

24.0 25.0 

75% 700k 
10 7 

R1 LO 

54.44% 51.92% 



Account Account Name Parameters No. 

Depreciation Rate 
ASL 

Overhead ARL 
365 Conductors & Net Salvage 

Devices Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Underground 
ARL 

366 Conduit Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 

Underground ARL 
367 Conductors & Net Salvage 

Devices Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 
ARL 

368 
Une 

Net Salvage Transformers 
Average age Years 
Curve type 

Reserve Ratio 
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GuH Power Company 

09-13 Company Industry Range 

Current Proposed Gulf 

APproved Referred to 

3.1% 3.2% 

38 40 30-45 
27.0 28.1 

20o/o 25% 
11 12 
R1 R1 

35.73% 36.22% 

1.3% 1.2% 

60 60 50-60 

27.0 26.3 

0% Oo/o 

33 34 
R3 R3 

64.70% 68.37% 

3.3% 3.1% 
32 34 30-40 

23.0 24.0 

8% 10% 

9 10 
S3 52 

32.5~-' 35.5EWo 

4.0% 3.8% 

30 32 30-40 

21.0 23.1 
20% 24% 

9 9 

so so 
36.00% 36.68o/o 



Account Account Name Parameters No. 

Depreciation Rate 
ASL 
ARL 

369.1 Overhead 
Net Salvage Services 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

369.2 Underground 
Net Salvage Services 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

370 Meters Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

370 Meters· AMI Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Staff's First Data Request 
Docket No. 130151-EI 
GULF POWER COMPANY 
July 12, 2013 
Item No. 40 
Page 6of 8 

Gulf Power Company 
09-13 Company Industry Range 

Current Proposed Gulf 

Approved Referred to 

3.8% 3.4% 

35 40 35-45 
24.0 27.2 
45% 55% 

11 13 
R1 R1 

53.72% 62.05% 

2.6% 2.2% 
40 44 35-45 

31.0 33.0 
10% 10% 

9 11 
R1 R1.5 

30.13°k 36.6Wo 

2.7% 2.6% 

33 33 20.35 
25.0 23.0 

·10% -10% 
8 10 

R1 R1 

25.65% 29.51o/o 

6.7% 7.7% 
15 15 15·20 

15.0 12.3 
0% 0% 

0 3 
R1 R1 

O.OOo/o 5.91% 



Account Account Name Parameters No. 

Depreciation Rate 

ASL 

Street Lighting ARL 
373 & Signal Net Salvage 

System Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 

ASL 

Structures and 
ARL 

390 Improvements Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

392.2 Light Trucks Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

392.3 Heavy Trucks Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 
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Gulf Power Company 

09-13 Company Industry Range 

Current Proposed Gulf 

Approved Referred to 

5.0% 4.4% 

20 22 15-25 
13.8 14.6 
10% 15% 

6 7 
L1 L1 

40.80% 50.68% 

2.3% 2.4% 

45 45 40-50 
29.5 29.7 

5% 5% 
16 15 

S1.5 S1.5 

34.70o/o 34.75% 

9.3% 13.8% 
10 11 5-10 

4.5 3.5 
-12% ·5o/o 

6 8 
S3 L4 

46.17% 47.24% 

7.9% 7.4% 

11 12 8-12 
5.1 4.3 

-15% ·13o/o 
6 8 

L4 L4 

44.66o/o 55.32% 



Account 
No. 

392.4 

396 

397 

- -----------~------ - -~- ---------·----- -- - - -

Account Name Parameters 

Depreciation Rate 
ASL 
ARL 

Trailers Net Salvage 
Average age Years 
Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 

Power ARL 
Operated Net Salvage 
Equipment Average age Years 

Curve type 

Reserve Ratio 

Depreciation Rate 
ASL 
ARL 

Communication 
Net Salvage Equipment 
Average age Years 
Curve type 

Reserve Ratio 
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Gulf Power Company 

09-13 Company Industry Range 

Current Proposed Gulf 

Approved Referred to 

4.8% 4.6% 

18 20 10-20 
6.8 8.9 

-12% -9% 

11 11 
S1.5 S1.5 

55.32% 49.95% 

4.Pk 3.0% 
15 17 10-20 

3.7 6.8 
-20% -20% 

11 10 
AS R4 

62.66% 59.35% 

6.3% 4.7% 
16 17 15-20 

9.0 10.4 
0% OOk 

7 7 

S1 R1 

43.30% 50.97% 



General Plant 
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41. Please list the proposed inventory and reserve amount for accounts 391.1 
"Furniture Non-Computer", and 391.2 "Computer Equipmenr. The account 
amounts on Schedule 5, "Proforma Expense Comparison", page 3, are 
presented in reverse order on Schedule 7, "Parameter Schedule", page 9. 

ANSWER: 

The inventory and reserve amount for accounts 391.1 Furniture Non-Computer and 
391.2 Computer Equipment are listed below. 

391.1 Furniture Non-Computer 
391.2 Computer Equipment 

Investment 
$2,463,098 
$2,395,968 

Reserve 
$1,433,256 
$1,774,426 
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42. In Order No. PSC-12-Q300-PAA·Eiin Docket No. 120059-EI, the Commission 
required Gulf Power Company to Include a new depreciation classification, 
Account 392-411 0- Automobiles, with a whole life depreciation rate of 12.1 
percent Implemented effective with the in-service date of vehicles. This 
classification does not appear in Gulf's 2013 Depreciation Study filed in Docket 
No. 130151-EI. Please describe: 
a. The automobiles currently In Gulf Power's rate base (make, model, in

service date, and associated investment amounts), 
b. How the depreciation expense for such automobiles are being recovered 

in Gulf Power's rates, and 
c. Why does Account 392-4110 not appear in Gulfs 2013 Depreciation 

Study? 

ANSWER: 

a. Gulf currently does not have any automobiles in its rate base. 

b. N/A. 

c. See answer to 42(a) above. 
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43. The 2013 Gulf Power Depreciation Study, Volume 1 of 2, Tab 10 (Plant 
Investment Activity) shows that Account 303- Intangible Plant- Software" had 
additions of $12,661,466 in 2010 and has had further additions in 2011,2012, 
and 2013, with no retirements during these years. 
a. Provide a list of these assets. 
b. Explain why these plant balances began in 201 0 and continue to increase 

each year. 
c. How was Account 303 selected for these assets? 
d. What is the basis for a seven year amortization shown in Tab 5? 

ANSWER: 

a. In accordance with the retirement unit rule (Rule 25-6.0142, Florida 
Administrative Code) for electric utilities, certain general plant assets are to be 
amortized over a set time period in lieu of maintaining detailed property 
records. While Gulf does not maintain detailed records of these assets, we do 
know that recent additions to FERC 303 were related to Gulf's Enterprise 
Solution that included accounting, supply chain, and work order management 
systems. 

b. The Enterprise Solution system went into service in 2010 and has had additions 
related to upgrades and enhancements in subsequent years. 

c. Gulf has previously used FERC 398 to record software amortization due to the 
inability of the previous plant accounting system to use FERC 303. Gulf notified 
the Commission of the limitation in 1992 and was allowed the use of FERC 398 
for software amortization in all subsequent depreciation studies and rate 
cases. Gulf's current property accounting system is now designed to use FERC 
303. Gulf began using FERC 303 when the Enterprise Solution project was 
unitized in 2011. Gulf notified the Commission of its use of FERC 303 for this 
purpose in its annual RUC letter for year 2011. According to FERC Code of 
Federal Regulations (CFR) 18 (Electric Plant Accounts), account 303 is the 
appropriate account for software. 

d. Gulf has determined that a 7-year amortization period is appropriate for software 
projects, and thus will provide straight-line amortization over that period from the 
date the software is put in service and fully tested. 
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In making our determination, we have noted several factors that lead us to 
conclude that seven years is an appropriate life for Enterprise Solutions related 
software applications. 

- In a search of public company filings with the SEC, we found numerous 
Instances of companies that indicated they amortized capitalized software 
development costs over periods up to 7, 10, 12, and 15 years. In some 
instances, companies disclosed that the longer lives related to enterprise
wide IT projects. Additionally, a recent survey of companies that are 
members of the Financial Executives International Committee on Corporate 
Reporting indicated nearly half of companies responding use lives ranging 
from 7 year up to 1 0 years for enterprise-wide projects. 

- From the perspective of the expected period of use of the software, we 
considered the pervasive nature of this project whereby we are replacing the 
company's general ledger system and other critical systems within the 
company. Given the substantial amount of time, effort, and cost required to 
Implement this project, we consider it to be highly unlikely that Gulf will elect 
to move to another platform within the next 7 years. 

- As to technological obsolescence, given the basic nature of the software 
applications involved, we do not anticipate any changes in technology that 
would warrant the replacement of these applications during the next 7 years. 
We expect the software vendors to continue to support the applications for 
the foreseeable future minimizing the risk that the applications would need to 
be replaced with significant upgrades during that period. 

- Our history with other software applications of this nature supports our use of 
a longer life. Several of our major software applications have been used by 
the company for over 7 years without significant upgrades. 
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44. Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 7, Page 8 indicates that 
Account 392.2 - Light Trucks net removal cost is -5 percent, or a net salvage of 5 
percent. In Order No. PSC-12-0300-PAA-EI in Docket No. 120059-EI, the 
Commission established a net salvage for this account at 12 percent. Please 
explain the reason(s) for the change in net salvage. 

ANSWER: 

In Order No. PSC-12-0300-PAA-EI, Gulf was granted a whole life depreciation rate of 
12.1 percent for account 392-4110. This whole life rate was based on a seven-year 
ASL and a 15 percent net salvage. Account 392.2 - Light Trucks is a different account 
than the account the Commission established In the above order. 

In Order No. PSC-1Q-0458-PAA-EI the Commission approved a net salvage of- 12 
percent for account 392.2 Light Trucks. 

As discussed on page 23 of Tab 8, the data indicates a trend of decreasing salvage. 
Consistent with the data and the trends, a decrease in salvage is appropriate. 
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45. Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 7, Page 8 indicates that 
the average service life (ASL) for Account 396.0 - Power Operated Equipment is 
17 years, which is two years greater than the current ASL of 15 years. For this 
same account, no change is Indicated In net removal cost ( -20 percent). Why 
does Gulf Power expect no change in net removal cost for these assets despite 
the increased ASL? 

ANSWER: 

The historical salvage data for this account is very limited. A two year increase in the 
ASL was not significant to the salvage of this account, given the very limited historical 
salvage data and the generally estimated salvage percentage. 
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46. Please refer to Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 7, Page 
9. The following accounts show negative accumulated depreciation (reserve). 
For each of the accounts, please explain the reason(s) and provide Gulf's 
proposal for eliminating the negative reserve: 
a. Account 392.5 - Marine Equipment ($21 ,324) 
b. Account 398.0 - Miscellaneous Equip ($219, 160) 

ANSWER: 

The depreciation reserve amounts on Tab 7, page 9 are in error. See page 2 for a 
revised Page 9. 



GULF POWER COMPANY 
DEPRECIATION SnJDY AS OF 12131/2013 
SCHEDULE OF DEPRECIA nON PARAMETERS 

GENERAL PLANT AMORDZA,T!ON 

Ot!'!ce Fum!tun~ & Equipment 
391.1 FumltureiNon-Computer 
3912 Computer Eqgpment 

Totlll O!'lloe Pum!ture & Equlpmlllt 

Awdl!trv Ge•r~~l Eaulpmtnt 
392.5 Marine Equipment 
393.0 Stores Equlpmen! 
394.0 Tools, Shop & Garage Equlpmen! 
395.0 Laboralol}' Equlpmen! 
397 .o Commumcation Equip 
398.0 Mlacellaneous Equipment 

Total Awdl!try GeiMrl!l Equipment 

Total Amortizable Gener!!l Plllnt 

Tot.! Depree!..,.. & Amortizable 
Gene111!Pr.nt 

NON-DEPRECIABLE GEN.ERAL PROPERTY 

389.0 Land 
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47. Please refer to Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 7, Page 
9 and the Commission's "List of Retirement Units (Electric Plant) as of January 1, 
2000", Page 103. The Depreciation Study indicates an average service life 
(ASL) of 7.0 years for Account 367 based on amortization, but the List of 
Retirement Units indicates that the amortization of Account 367 is 5 years. 
Please explain why Gulf has selected a 7.0 year ASL for this account. 

ANSWER: 

On attachment C of Order No. PSC-10-0458-PAA-EI, Docket 090319-EI, the 
Commission approved all general amortizable property as 7 year with the exception of 
391 Computer Equipment and 392 Marine Equipment as 5 year. The Commission also 
approved 397 Communication Equipment as 7 year property in Order No. 19901, 
Docket 880053-EI, which was the first order identifying general property as amortizable. 
Gulf chose the 7.0 year ASL for this account to be consistent with the Commission's 
prior determination. 
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48. Please refer to Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 7, Page 
9. Please provide a listing of items included in Account 392.5 - Marine 
Equipment. 

ANSWER: 

The Commission's "List of Retirement Units (Electric Plant) as of January 1, 2010," 
states for amortizable property that no property records be maintained except as a 
vintage group. Gulf is unable to provide a listing of items since it only maintains the 
dollar amount by vintage group. 
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49. Please refer to Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 10, 
Page 3 of 3 for 2013. Please describe the plant addition for the Account 390 -
Structures and Improvements, shown as $8,805,220 and all relevant in-service 
dates. 

ANSWER: 

The $8,605,220 budgeted to be in service by year end 2013 Is made up of several 
projects. The largest project is a new building adjacent to our Pine Forest facility. This 
$7.1 million project will be placed in service as of October 2013 and will house the 
Company's training facilities and also be used for Gulfs emergency management 
activities. The remainder of the projects is smaller infrastructure projects which will go 
in service at various times during 2013. 
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50. Please refer to Gulf Power 2013 Depreciation Study, Volume 1 of 2, Tab 10, 
Page 3 of 3 for 2011. Please identify the nature and reason for the $538,382 
transfer to Account 390 - Structures and Improvements in 2011. 

ANSWER: 

The $538,382 transfer represents distribution line material that was transferred from 
various distribution accounts to account 390 for the installation of new lineman training 
facilities at Panama City and Pensacola. 



Dismantlement Study 
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51. For the purposes of the following request, please refer to Gulf Powers 2013 
Dismantlement Study, Volume 1, Section 7.5, page 26. 
a. Are the overhead cost factors applied only to the common portions of 

Gulfs generating units? 
b. Please detail and show how these factors, both direct and Indirect, were 

applied to specific cost categories as presented in section 8.3 of gulfs 
Dismantlement Study for Plant Christ. 

ANSWER: 

a. The overhead factors are applied to all portions of Gulf's generating units. The 
costs are shown against common. 

b. The percentages for overheads, as shown in Section 7.5, were applied to the 
total direct costs for Plant Crist Including the SCR's. The indirect costs were 
based on escalated values from Gulf Powers 2009 Dismantlement Study. These 
costs were then applied to Crist Common in FERC accounts 307, 308 and 309. 

Calculations: 

As shown on page 5 of Plant Crist All Units Summary report in Section 8.1 of Gulf 
Powers 2013 O.lsmantlement Study for Plant Crist, the Subtotal before Contingency is 
added is $57,642k. This total represents the direct costs, overheads and lndirects. 

As shown on page 1 of Plant Crist SCR All Units Summary report In Section 8.1 of Gulf 
Powers 2013 Dismantlement Study for Plant Crist, the Subtotal before Contingency is 
added Is $15,6961<. This total represents the direct costs, overheads and indirects for 
the SCR's. The total of these two numbers is: 

$57,642k + $15,696k = $73,338k 

In order to determine the direct costs, the overheads and indirects must be subtracted 
from the total shown above. On page 1 of Plant Crist All Units Summary report in 
Section 8.1 , the account total for FERC 307 is $3,701, the account total for FERC 308 
is $4, 159k, and the total for FERC 309 is $630k. Therefore the total for FERCs 307 
through 309 is: 

$3,701 k + $4, 159k + $630k = $8,402k. 



------------------------------------------, 
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On page 1 of Plant Crist SCR All Units Summary report in Section 8.1, the account total 
for FERC 307 is $730k, the account total for FERC 308 Is $3,040k making the total for 
overheads and indirects equal to: 

$730k + $3,040k = $3, nok. 

Adding the overheads and indlrects from the Plant Crist All Units Summary and the 
Plant Crist SCR All Units Summary yields the totals for overheads and indirects that 
must be subtracted from the Subtotal before Contingency to determine the direct costs 
referenced Gulf Powers 2013 Dismantlement Study, Volume 1, Section 7.5, page 26. 
This total is: 

$8,402k + $3,nok = $12,172k. 

To determine the direct costs, subtract this value from the Subtotal before Contingency 
Is applied as shown above which results in: 

$73,338k- $12,172k = $61,166k 

The direct costs are usually determined by adding up the cost categories, as shown In 
Section 8.3 of Gulfs Dismantlement Study with the exception of the overheads and 
indirects. The calculations used above are shown to simplify the method of determining 
direct costs. 

Now that direct costs are understood, overheads can be applied as stated in Gulf 
Powers 2013 Dismantlement Study, Volume 1, Section 7.5, page 26. For example, the 
Wrap-up and all-risk insurance is determined by applying 5% to the direct costs or: 

$61, 166k X .05 = $3,083k 

This total can also be seen on page 1 of Plant Crist All Units Summary report in Section 
8.1 under FERC 308. The report total is actually $3,149k. The difference is due to 
rounding as the example calculations are based on numbers rounded to the nearest 
$1,000. The report Itself is based on the unrounded costs. 

Other overheads can be calculated similarly. 

The indirects, as discussed on page 26 of Section 7.5 in Volume I, were based on 
escalated values from Gulf Power's 2009 Dismantlement Study. 
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52. For the purposes of the following request, please refer to Gulfs Dismantling 
Study, Volume 1, Section 7.0, page 27. 
a. How was the value of $123.02 per gross ton for preparing ferrous metal 

for salvage/scrap determined? 
b. Please detail the cost components that make up the $123.02 per gross ton 

value for preparing ferrous metal for salvage/scrap. 
c. Are any portions of the $123.02 per gross ton value included for recovery 

in other cost categories in Gulfs Dismantlement study? 

ANSWER: 

a. The preparation costs for ferrous scrap are calculated by multiplying the current 
scrap price by thirty percent (30%). 

b. Preparation costs account for a scrap dealer's work involved in loading, 
transporting to a yard, and preparing the scrap to designated size and re
handling the material for shipment. 

c. No. 
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53. Please list the scrap values Gulf Power Company used in its 2009 
Dismantlement Study for copper, ferrous scrap, and non-ferrous scrap metal. 
Please list and compare both adjusted and unadjusted prices. 

ANSWER: 

2009 Dismantlement Study Adjusted Unadjusted 

Copper $0.97/Lb. $1.56/Lb. 

Ferrous $149/Ton $213/To~ 

Non-Ferrous $0.198/ Lb. $0.240/Lb. 
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54. How did the company detennlne (or verify a third-party estimate) equipment 
usage/or rental rates used in ifs dismantling study. 

ANSWER: 

The Dismantlement Study cost estimate is based on unit pricing for dismantlement and 
site restoration. The study does not specifically list equipment usage or rental rates. 
Such costs are included in unit pricing. Unit pricing includes all contractor costs 
including mobilization, equipment. and overheads. 
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55. Why is the Asset Recovery Group responsible for removing Combustion 
Turbines (CTs) from Gulf's plant sites and are these items generally set for 
salvage? 

ANSWER: 

All equipment, including combustion turbines, is expected to be removed to return the 
property to brownfield status. The dismantlement costs for Combustion Turbines 
include salvage credits. 
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56. Please explain how the cost of removing asbestos and other contaminants are 
considered in Gulf's 2013 dismantlement cost estimates. 

ANSWER: 

An assessment will be performed to identify regulated hazardous and toxic materials 
which will be handled and disposed of according to appropriate current federal and state 
regulations at the time of actual dismantlement. For this Study, unit costs for removal 
and disposal of asbestos and other contaminants are tied to cubic yards for soil, drums 
for chemical residues, and pounds for asbestos. 
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57. For each generating unit which a dismantlement provision is being requested, 
please state Gulf's justification for its proposed terminaVfinal in-service year. 

ANSWER: 

The final in-service year is determined by the unifs average service life approved in 
Docket No. 090319-EI, Order No. PSC-10-0458-PAA-EI, issued July 19,2010. All of 
Gulfs units were addressed in this order with the exception of the Perdido Gas Landfill 
Gas to energy plant, which was approved Docket No. 100368-EI, Order No. PSC-10-
0674-PAA-EI. 
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58. How soon does Gulf envision beginning dismantlement activities after plant 
shutdown, and for how long are such activities estimated to occur? 

ANSWER: 

Gulf does not look at detailed dismantlement activities until such time units are 
designated for retirement. Activities, timing, and duration would be unique to each 
retirement. Gulf announced the retirement of Plant Scholz but has not finalized plans 
for activities to dismantle or the timing for such activities. 
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59. Does GuH propose any accumulated book reserve (dismantlement) transfers 
between its generating sites? If so, please detail the proposed transfers. 

ANSWER: 

No. 
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60. How Is Gulf accounting for, and segregating recovery amounts for dismantlement 
that it recovers through the Environmental Cost Recovery Clause (ECRC) rather 
than base rate depreciation expense? 

ANSWER: 

Dismantlement for ECRC projects is not accounted for differently than dismantlement 
for base rates. The Dismantlement Study provides the detailed cost estimate as of 
12/31/13 for Crist 6 SCR, Crist 7 SCR, and Crist FGD. The dismantlement accrual 
associated with these environmental projects is calculated in the same manner as a 
generating unit listed on Tab 9. The accrual is then incorporated into the ECRC clause 
calculation. 
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61. Please detail by account number and name with dollar amounts, all funds for 
dismantlement that have been recovered through the ECRC. 

ANSWER: 

As of May 2013, the following projects had accumulated dismantlement recovered 
through ECRC: 

Project 
1199 
1216 
1222 
1228 
1243 
1232 
1232 

Total 

Descrlotlon 
Crist 7 SCRIPRC Relocation 
Crist 7 Precipitator Upgrade 
Crist FGD 
Crist 7 Flue Gas Conditioning 
Crist 6 Precipitator Replacement 
Crist Cooling Tower Cell 
Daniel Ash Management Project 

Dismantlement Reserve ($) 
$ 2,809,521 

1,176,484 
12,910,777 

43,229 
1,628,259 

34,432 
1.896.816 

$ 20,499.518 
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62. Please detail by account number and name with dollar amounts, all costs and 
annual dismantlement accrual amounts that have been segregated from Gulf's 
2013 Dismantlement Study that are being recovered through the ECRC. 

ANSWER: 

Projected 

12/31/13 

2009-2013 Reserve 

PE Descrlotlon Annua I A~!;;!llii!l Bii!lii!~e 

1199 Crist 7 SCR/PRC Relocation $ 392,040 $ 3,038,211 

1216 Crist 7 Precipitator Upgrade 51,924 1,206,773 

1222 Crist FGD 3,778,764 15,115,056 

1228 Crist 7 Flue Gas Conditioning 2,556 44,720 

1243 Crist 6 Precipitator Replacement 69,144 1,668,593 

1232 Crist Cooling Tower Cell 2,028 35,615 

1535 Daniel Ash Management Project 107,952 1,959,788 

Total $ 4,404,408 $ 23,068,756 
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63. Please provide a description of Plant Daniel similar to those of Gulf's other plants 
as found in section 4.0 of its 2013 Dismantlement Study. 

ANSWER: 

Plant Daniel is a two-unit, coal-fired generating plant located near Escatawpa, 
Mississippi on a 2657-acre site. The plant uses lighter oil for ignition only and is not 
capable of full load firing on oil. The station is jointly owned by Mississippi Power 
Company and Gulf Power Company with each holding a fifty percent (50%) share. 

The first unit has a name plate rating 500 MW and was completed in September 
1977. The second unit also has a name plate rating of 500 MW and was completed in 
June 1981. Both units have Westinghouse turbine generators. 

The boilers are 2400 psi units manufactured by Combustion Engineering and are rated 
at 3,611 ,242 pounds of steam per hour each. Air quality control is achieved using 
electrostatic precipitators and a single 500-foot stack. The boiler houses are open 
without siding. 

Cooling water is provided by a government owned lake and MPC owned intake and 
discharge canals. West of the powerhouse is the coal yard, tractor garage, coal 
unloading and handling facilities (conveyors, crusher houses, etc.). A rail loop facilitates 
train delivery of coal. Upon completion of the ash collection and storage modification, 
there will be a 25-acre bottom ash pond with clay and synthetic liner and a dry ash 
storage area with a 36" liner of clay and filter material (90 acres to be capped upon 
dismantlement). Auxiliary ash facilities include a transfer tank at the powerhouse and 
two concrete silos north of the tractor garage. The service building is on the north end 
of Unit 1. East of the turbine rooms are the 230 and 500 kV switchyards. 

Other outdoor structures include the demineralizer building, condensate storage tanks, 
filtered water storage tanks, fire protection tanks and pump house, lighter oil storage 
tanks and pumps, waste water treatment facilities, engine generator house, air 
compressor building, and startup boiler. There is a single underground petroleum 
storage tank that meets current regulations. 
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64. Please provide the following information for Gulf's recent 2013 Dismantlement 
Study. 
a. Please specify the employees assumed in the study that will conduct the 

dismantlement by site, job title, description of work performed, and labor 
rate. 

b. If the labor rates used in the study include loadings, please identify the 
specific components of the loadings and how they are computed. Please 
provide any associated work papers and supporting documents. 

c. Please identify what unloaded labor rates were used in the study (e.g., 
local union pay scales, RS Means, etc.) 

d. If the response to (a), (b), and/or (c) have changed since the 2009 
Dismantlement Study, please identify what changes have been made with 
any supporting documents, Including but not limited to job title, description 
of work performed, loaded and unloaded labor rates, local union pay 
scales, etc. 

ANSWER: 

a. The Dismantlement Study does not assume that any specific employees will 
conduct the dismantlement. Costs included for engineering, and administrative 
support are based on a percent of the dismantling costs as discussed In Section 
7.5 of the study. 

b. The Dismantlement Study cost estimate is based on unit pricing for 
dismantlement and ~ite restoration. Unit pricing includes all contractor 
mobilization, equipment, overhead, and profit. 

c. The study does not Include unloaded labor rates. 

d. The approach used to calculate dismantlement costs has not changed with 
regards to questions a, b or c above. 
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1. Please provide a copy of the pricing schedules from metaJprices.com (and/or 
recycle.net if applicable) that were used to determine scrap metal values for 
Gulf's 2013 Dismantlement Study. 

ANSWER: 

See Attachment B for scrap pricing values from metalprices.com. 
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2. Please provide all supporting documentation used to derive the response to 
Request No. 64(c.). 

ANSWER: 

None. 
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3. Please provide all supporting documentation in hard copy format used to derive 
the escalation rates utilized in Gulf's 2013 Dismantlement Study. 

ANSWER: 

See page 2. 
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2.3 Inspection Cycle of Transmission Structures 

Gulf Power's current transmission inspection pl~ns meet or exceed the 
approved 6-year inspection cycle of the FPSC. In 2004, Gulf adopted the 
Southern Company Transmission Line Inspection Standards as its program. 
The details of the program have been filed with the.Commission as outlined in 
FPSC Order No. PSC-06-0144-PM-EI. In general, Gulf contracts ground line 
inspections and uses a combination of company employees and contractors to 
perform comprehensive walking and aerial inspections. Gulf's transmission 
structure inspection program is based on two alternating twelve-year cycles, 
which results in a structure being inspected at least every six years. Gulf will 
continue the use of the same transmission inspection program in the 2013-
2015 Storm Hardening Plan that was approved in the 2010-2012 Plan. 

Historically, Gulf has not inspected a set number of poles each year. Annual 
inspection rates have varied as Gulf responded to its various needs. Gulf plans 
to utilize the same flexible approach in its proposed 2013-2015 Storm 
Hardening Plan to ensure the completion of its inspection cycle as required. 

Gulf Power currently inspects all of its substations at least once annually. 
These inspections include visual inspection of all structures, buss work, 
switches and capacitor banks for defects. Gulf proposes to continue the same 
inspection process for the 2013-2015 Storm Hardening Plan. 

2.4 Storm Hardening Activities for Transmission Structures 

Gulf Power will continue the design and construction of new facilities based 
on the standards set forth by the most current version of the National Electric 
Safety Code (NESC). In addition, when it is practical and feasible, 
consideration will be given to upgrade existing transmission facilities when 
capital maintenance is performed. It is Gulf's position that the adherence to 
current design and construction standards using generally accepted . 
engineering practices, in conjunction with the recommended 6-year structure 
inspection program, will maintain adequate hardening of the system in all 
areas. 

During the 201 0-2012 Storm Hardening Plan, Gulf completed the installation 
of storm guys on all existing wooden H-frame structures and the replacement 
of over 750 wood cross-arms. 

Gulf plans to continue the replacement of wooden H-frame cross-arms with 
steel cross-arms on transmission facilities as part of the 2013-2015 Storm 
Hardening Plan. Because cross-arms are mounted horizontally they tend to 
hold water in small pockets on the top of the arm, which may lead to small 

9 
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When the National Weather Service announces that a tropical storm or 
hurricane has entered the Gulf of Mexico, the System Operator will notify 
CEMC leadership, appropriate management and the Gulf executives. 
Private weather services used by Gulf Power also issue notifications to 
selected Gulf officials. The storm is monitored as it develops, and if there is 
a possibility that Gulf Power's service area will be affected, the CEMC is set 
up and readied for activation at Gulf Power's Pine Forest facility located in 
Cantonment, Florida. The hurricane is closely monitored when it may 
threaten Gulf Power's service area within 36 hours. 

After evaluation of wind profiles and consultation with private weather 
services, a decision is made as to when it will become unsafe for employees 
to travel. At that time, and after consultation with senior management, the 
CEMC Manager, the Power Delivery Services Manager, or the CEMC 
Specialist will determine when the CEMC will be formally activated. CEMC 
leaders are notified of the activation plan and are responsible for ensuring 
their respective areas are in a state of readiness and properly staffed. 

Once activated, the CEMC is staffed by a core group for the duration of the 
storm. The CEMC Is operational 24 hours a day, 7 days a week, until such 
time the power is substantially restored to all customers who are able to 
receive service. Depending on the severity of the storm, repair work on the 
system may continue after the CEMC is deactivated. 

3.0 Wood Pole Inspection Plan 

Gulf Power has been evaluating its distribution poles through ground-line 
inspection since the early 1990's. Gulf's distribution pole inspection program was 
based on a ten-year cycle, completing its first cycle in 2002. The inspection 
methodology utilized sound and bore inspection techniques with excavation to a 
depth of 18 inches. Decayed wood was removed from the outside of the pole, and 
measurements were taken to determine the pole's remaining strength. The poles 
were then treated with preservatives. Rejected poles were scheduled for 
replacement or reinforcement 

Gulf Power's rate of rejection for distribution wood poles has fallen from 
approximately 15% on its first inspection cycle to less than 5% on the second 
inspection cycle. The annual pole rejection rates under this program since 2007 
are shown in Table 5. 

15 ' 
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Table 5: Annual pole rejection rates for Guff Power for the period 2007-2012 

Year 2007 2008 2009 2010 2011 2012 

Reject 
Rate(%) 2.20 2.73 1.52 3.31 2.53 2.80 

In 2007, Gulf Power moved from a ten-year cycle to an eight-year cycle as 
required by Order No. PSC-07-0078-PM-EU. Historically, Gulf has not inspected 
a set number of poles each year. While annual inspection rates have varied to 
respond to its various needs, Gulf has inspected 88% of its total pole population as 
of the end of the sixth year of the eight-year cycle. Gulf is on target to achieve the 
eight-year cycle presented in the 2007-2009 and 2010-2012 Storm Hardening 
Plans. Gulf plans to continue this flexible approach to ensure completion of the 
present inspection cycle within eight years, while also insuring other programs 
meet the needs of our customers each year. 

Based on the lessons learned during the first pole inspection cycle, Gulf refined its 
pole inspection process for distribution wood poles. During its first inspection 
cycle, Gulf inspected all Creosote and Penta poles, but also excavated and bored a 
sample of CCA poles to determine if these poles required excavation and boring. 
Gulf learned that CCA poles provide superior decay resistance when compared to 
Creosote and Penta poles. Based on the findings of these inspections, Gulf refined 
its inspection process and developed an inspection matrix based on pole age, 
treatment type, and condition. This matrix brought all CCA poles into the 
inspection process, and by us[ng the matrix, all poles (Creosote, Penta, and CCA) 
receive a visual inspection w[th sounding, boring and excavation as appropriate. 

As part of its on-going storm hardening efforts for the 2013 -2015 Plan, Gulf will 
continue its pole inspection program on an eight-year cycle utilizing the same 
inspection matrix approved by the FPSC iri 2007 and again in 2010. 

4.0 Compliance with National Electric Safety Code (NESC) in regards to 
Storm Hardening 

4.1 Distribution 

Gulf Power's distribution system complies with all applicable sections of the 
National Electric Safety Code and exceeds the'NESC with the transition to 
Grade B construction on all new construction, major projects and maintenance 
work. 

16 
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