
State of Floricf • 

DATE : 

TO : 

I,''ROH: 

RE : 

AGeNDA: 

t~AY 7 , 1998 

f)ublit 6trbict ~ommission 
C..rn.u. Cul<U. Ornn Cr,n-x • 1.~0 Sill \ L\kD 0 ,.: llOc li' 1RD 

T AUAIIA-'"U. Fl milD 1 )1.)99-01$0 

-M-E-M-0-R-A-N-o-u-RE C E \ V E 0 
11,'( i 199A 

t.W r pSC R~ nrds/RupcnJJlo,l 

DIRECTOR, DIVIS I ON Of RECORDS AND REPORT ING (BAY0l 

DIVISION Of AUDITING AND fiNANC IAL ANALYS I S (SICKEL, I. EE)~ 
DIVISION Of ELECTRI C AJl D GAS (BALLINGER, ~HRW\Ntl, COJ.; OII l / ,Jr. 

DIVISION Of LEGAL S ERVI CES (C . KEATlNGl ~iC~ ~~ ' IY' 
vu: r: 

DOCKET NO . 980366-EO- REQUEST BY GULf PO~ER CO~PANV fOR ~ P.J 
APPROVAL TO INITIATE AMORTI ZATION OF' II COGENERF•T I OtJ 
FACILITY PROJECTED TO BE PLACED IN SERVICE IN APR I L 1998 . 

05/19/98 - REGULAR AGENDA - PROPO!'ED IIGF.tJCY IICTI ON -
INTERESTED PERSONS ~~y PARTIC IPATE 

CRITICAL DATES : NONE 

SPECIAL INSTROCTIONS : NONE 

FILE NAME AND LOCATION : S : \ PSC\AfA \ WP \ 9803 66. RCM 
ATTACHHWT IS NOT AVA f LABU: 

CASE 8ACXGRQQND 

On March 13, 1990, Gulf Power Company ( "Gul f" o r "t he 
Company~) filed the actached re ... uest for ~rmission t o in1c1ate 
amortization relating to a Cogenerat ion F'acility l ocaled near Pace, 
F'lorida. The Company described the Cogeneration F'ac llity as 
consisting o f three combustion turbines and rel ated equipment whic h 
will provide 15 MW total generation capability . The t o tal 
projected cost for the facility is approximately $10 million, which 
Gulf i n tends to book into specific accounts i n the "Other 
Production• section of the Company' s books and recorda. Also, Gul f 
reports t hat a service period of 20 years io the current 
expectation. 

At staff's requeol, lhe company prov1ded addltional 
information relating to expec ted roucine retirement o, fuel 
expenoe(s) , formats for dispatc h, and various other mattero. A( t er 
careful review of All informatio n provided in thio dockel , oldff 
presents its recommendation regarding capital recove ry . 
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OOC~ET NO. 98036JIIb 
DATE: May 7, 1998 

DIBQUSSION OF ISSUE$ 

• 
ISSUE 1: Shoul d a n amortization be approved !or t.hc invt•ut.mout. 
relating to the Pace Cogeneration Facility. as t equested by Gul f 
Power Company? 

~TIQN: No , an amortization should not be approved for the 
investment named; however, capital recovery by means o[ a 5\ 
depreciation r ate should be provided for Gul f . (SICKEL) 

STAff ANALXSIS: The information provided by Gulf, relating lO lhe 
operation of t he Pace Cogeneration Facility, has been sufficient. t.o 
determine the current expectatton for service life and net snlvaqe. 
Staff r ecommends a whole life rate ot St. calculat.ed by uo•• o f a 
20-year service life and zero net salvage . 

In the early por tion of the service life of an inotallat.ion, 
the whole lif e rate is typically used. In the course of operat.ion . 
various additions, retirements and other actlvity may impacL the 
capital recovery position relating to t:he !notallatton. The 
det•ermination of an appropriate depreciation rate moves tO the 
remaining l ife methodology, in order to respond to changes in life 
pat·tern and reserve l evel. 

In the case of this facility, staff recognizes that. analysis 
o f recovery position in future depreciation studies may llkcly 
indicate a need for revision in the recovery rate. Our 
recommendation allows for smooth transition, in case any such 
re\ision is needed. 

Gulf'& proposal is for capital recovery by amortization. based 
on a view that the investment, service period, and salvage factors 
will remain unchanged for the entire period of service. Stat f is 
not as confident that the parameters underlying approprtate 
recovery will remain unaltered. We believe that allowtng for the 
possibility of future change is the wise course. and have 
incorpor ated tha t allowance in our recommendation. 

This recommendation only addresses the capital recovery o t the 
new cogeneration facility . It should not be regarded as a review 
of prudency. FUel expenueu and revenues will be reviewed 1n the 
Fuel Adjustment proceeding . 
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March 13, 1998 

Ms. Blanca S. Bayo. Director 
Division of Records and Repon1ng 
Flonda Public Se!VIce Comm1as10n 
2540 Shumard Oak Boulevard 
Tallahassee FL 32399-0870 

Dear Ms. Bayo: 

• 
'"' I:'" ''' *" . ' -

• t ·- . .. 

0RIGINAL 

GULF«\ 
POWER 

• IOUfMIIN COMMJIY 

Pursuant to Rule 25-6.0436(2Xa). Gulf Power Company respectfully requests approval 
to Initiate amortization of a Cogeneration Facility projected to be placed in servtce 1n 
April1998. This Cogeneration Facility Is located In the Pace. Flonda area and cons1sts 
of three 5 MW natural gas fired Solar Taurus Model60 Cllmbusrion turbines. Gulf 
Power Is purchasing these combustion turbines and the related equ1pment as a tumkey 
project when the facility achieves commerclalin·service staius. 

Total projected cost to be Incurred by Gulf Power for the facility Will be approXImately 
S10 million that will be recorded within FERC accounts 340-346. Other Production. Gulf 

·Power plans to amortize this investment over the 20-yeer life of the CogeneratiOn 
FaCility. 

We appreciate your talong this request under consideratiOn and look forward to heanng 
from you. Please feel free to call me at (850) 444-6231 1f you have any questiOns or 

.t.CK --lil!'l•bd>A additional information. 
~A 

APP Stocerely, 

CAF - 1 . A A {] • 

Ct•\:.1 __..:)V/~ -~~ 
CT~ -~~a..w1111an D. Cranmer 
EAU _.-A~sil>slstant Secretary and Aaaiatant Treasurer 
L~~ - ....-

lw 
L •• 

cc· 
• 

Beggs and Lane 
Jetrrey A. Stone. Esqu~re 

Flonda Public Serv1ce CommiSSIOn 
Patrloa S. Lee 
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• • ORIGINAl 
BEFORE TilE FLORIDA PlJOLIC SERVICE CI}MMISSION 

IN RE: Request by Gulf J)owtr Company fur 
opprovnJ to initiate: omortiZBtion ofo 
cogcm:nnion facility projected w be 
plnccd in service in April 1998. 

) 

) l>udct No: 11l!I)J(I(,.J:I 
) Filed: Mny I, 19'18 
) 

REOLJ~T FOK CONFW EJIITIAl. Cl.ASSit'I<'ATION 

Notices IUld communications with respect to this dod.c:t should be :tddrc:~scd to 

JefTr,ey A. Stone: Susnn D. Crunmcr 
Russell A. Onddcl'll Asslstnnt Secretary nnd Assistunt Treasurer 
Beggs & Lone Gulf Po\\cr Comp:my 
P. 0 . Box 12950 One Energy l'lucc 
Pensacola. FL 32576-2950 l'c:nsncolo. FL 32520·0780 

GULF POWER COMPANY ("Gulf Power". "Gulf'. or "the Company"). b) and 

through its undersigned counsel. and pul'llunnt to Rule 25·22.006. !'lorida Adrnini>trntivc Code. 

hereby files a request thlll the Florido Public Service Commission enter on urckr protecting from 

publiediselosure the: Company's respo~ ton rcqucS1 for information submitted by the: stofTof thc 

Floridn Public Scrvict Commission dated Mateh 21. 1998. hc:rc30er "infomtation r<'qucst". A~ 

grounds for this request. Gulf Power Company stole~: 

I. 'Jltc Information requested is entitled to conlidcntinl cln"ilic11tcon purswull 

to Section 366.093(3)(c). The Company's rcsp<JIIse$ hit he information rcqucst contain 

prupnelDry confidential business informntion regnrdin11 contrnctunl m:me~ "hkh \\ould cause 

rm:parnblc harm to Gulf Pown Company. its llc:nc:rnl bod) of customers nnd the c/11<t) "ith 

whom Gulf Power ha.s contracted if such information cs disclosed to the IICnc:ml public fhc: 

responses nlso coniBin information relating to compclltivc: interests which would cuusc 

im:plUUblc: hnrm 10 Gulf Power Company. its gc:nerol body of cu.~lomcl'll nnd tl.~ entity "ith 

\\honl Gulf Power has conlriiCted 1f such rnform0110n IS d1~~otloscd to the IICncrul public. 

OOCUHfNI ~tuPrR·~ATE 

0 4 9 2 3 HAY -1 ~ 

~PSC PlCClROS •RrPORTIHG 



• • 
2. The inform:nion for "'"h1ch confidential cl:usificntinn IS sought I> intended 

to be. nnd is trcntod II!, conlidentitll by Gulf Power Company und the cntoty "ith whom it has 

contrnCied und has not been otherwise pubhcly d1sclo~ 

3. Submitted liS Exhibit ·A· is :1 copy of the Com pan) '• response~ to the 

information request. on which is highlighted the 1 nfnm1311on fur" h•d1 cunfio.knual cl:l-'>ific.ntion 

is n:qucsted. Exhibit "A" should be tn:nted liS confidential pending n rulin~: on th1s rl.'quc<L 

Allnched as Exhibit "B" nrc two (2) edi ted copies of the responses tn the onf1~nnntion rl.'qucst. 

which may be made available: for public review and inspection. /lllached as Exhibit ·c· to this 

request is a line-by-line: justification for the request for confidcntinl clu.<SIIicatoon 

WHEREFORE. Gulf Power Company respectfully rcqll\.-sts thnt the Commi~ion 

enter no order protc:ct in~: the information hi~:hl ightcd on Exhibit "A" fwm puhlic dbclosurc II$ 

propriclllt)' confidential business information. 

Respectfully submiued this ?:.0 th day of April 1998. 

~~&-·· 
JHFREY A. STONF: 
Florida Onr No. 325953 
IHJSSELL A. DAI>UEnS 
Florida Bar No. 0074~5 
Ot!UtJ & La or 
1'. 0 . Box 12950 
(700 Olount Building) 
Pensacola. FL 32576·2950 
(850) 432-2451 
Allom rys for Gulf l'o•H r Company 
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ConliiUSSior.=: 
JIJUA L ~. 0tAmw..'< 
J. T'WY DEASON 
SUSA.'< 1'. CIJ.AJc 
10£GAAOA 
E. 1.£01< JACOBS, JR. 

Ms. Susan D. Cranmer 
Gulf Power Company 

• 

Post Office Box 13470 
Pe.nsncola, Florida 32S91·3-170 

Re: Docket No. 980366-£1 

STATE OF FLORIDA 

M411:b 27, 1998 

EXHIBIT A • TL\40Tl(y Dtvt.."', DDU:CTOR 
AVDITINO 1:. FC'WICIAI. ANAL YS1S 
(IJO) m -6-lao 

Gulf Power Comp~y·s request for amo~on of its investment Ill a cogeo=tioo 
facility loated in Pace, Florid3.ls under review. Suffwould like to Wlll=w!d mon: about this 
facility and the role it will play in Gull's provision of electric service for the community served.. 

Attached arc sevcrul questions from sta.ffconcemlng Gulrs request. Ple:ue provide the 
Compaoy's n:spon.ses. and lillY other i.nform:ulon which would help the Commission evllllllllc: tbc 
n:qucSI. by ApriiiO, 1998. This should llllow st.QJJ'to file o n:comrncndation for the 
Comm.ission's considc:rution 111 its May 19, 1998, Agend:~ Conference. 

PI= be advised tlut the Recolll.!llendation or Commission action in this docket should 
not be regarded 3.S a review or judgment concemiog the prudeney of the associ.1tcd cptU!.l 
invcstmct 

We apprecia.te your cooper:~tion in providing the n:quested infornw.ion. 

PSUJS/frp 
Anachment 

Sincen:ly, 

) . A.u: 
~ td'~"""...... ~~"­
Patricia. S. l...cc 
US/C Ensincer SupcrviJor 

cc: Division of Records and lkpoftina 
Division ofl.cpl Services ( C. Kuting) 
Division of Electric i!.lld Gas (Bohmwln. Colson) 
Division of Audltins ll!ld Financial Analysis (Sic:lccl) 

CAPrrALCIRCU:Omo: CL'<TP · l~0Sifii)IAIUI041o; BouLlVAIUI • TAI' • MUS« fL3lJ99-01'5 
Ao Atllnua.•A~o..to,o.nokfta...,... lo-~CetO'ACT.,.sc..srAn.J'L.US 
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• • Ms. Susan D. Cronmer 
Page2 
March 27, 1998 

DEPRECIATION QUESTIONS 

I . In your letter dAted Mnrch 13, 1998, Gulf requested llll nmonlz:uion over n 20-year 
period for its investment inn cogenerotion facility nt Pace, Florida. 

a. Whnt is !he basil for !he "20·:-= life" mentioned in your lcner? 

b. Please provide any nvnilnble support for the 20-yell.r period. ;u compllled to o. 
longer or shorter period .. 

2. Why does Gulf propose m nmoniz:nion. rolher than recovery by ~ depreciation rote? 

3. Ple3SC clarify !he Compan:o's view relating to interim oe! salvage. Does Gulf 
propose that interim net Sdlvnge be set at zero for pLUpOses of cnpit41 recovery at 
the preunt time or that it be set at a non-zero vnlue? I! Gulf proposes that interim 
net Sdlvnge be set nt 11 non-zero value, wluu is thAt non-zero ,·l!.lue? 

b. Please cxplc.in the rotiona.lc :l.lld p:rovidc any tlvWiilblc in!ommtion IM! suppons 
Gull's Sdlvnge proposnl provided in response to question Jn. above. 

4. Wbnt are Gulf's current pliSO.S for the plant equipment rdntiog to this investlllcnt md 
ope.r.uion at the end of the "20-ye:ll' life of the Cogeneration Fn.ci liry''? 

S. l.o your March Jj, 1998, letter, you stated th.:n uGulf Power is pun::Wing these 
combustion rurbines md the re!II!Cd equipment ;u n nunlcey projce: wb.en !he f3cility 
achieves commercial in-service swus. h 

a. Whnt '"related equipment" will be included in the purch.nsc? 

b. Will the purchased equipment function in conjunction with oper.uions of 41l0thcr 
Company at the snmc site? lf so, pl= name the other company and describe i.bc 
other products (in addition to electric power) which will be produced at this site. 

c. Plense enumerate the criteria that Gulf intends to use in order to determine whe:a 
the units have achieved "commcrc:ial in-service swus" and describe any e>pcrnting 
paramctm which would relllllln to be proved. If any spccilies are tcehniC41J Y 
deUliled, a sunun.ary would be adeqlWe. 

6. Plc;uc describe how Gulf intends to utilize the power gcncrnted by this fACility . 
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• • Staff lnfo~auon Request 
Docket So. 980360-EI 
GULF POWER COMPANY 
April I 0. 1998 
Item So. I 
P:agc: I of I 

I. In rour letter dated ~larch 13, 1998. Gulf reque.stcd an a.mor.IZ!!IOn ovc: 20·~3! 
period for irs invcsancnt in a cogcnemion facility nt Pace. Flonc:l. 

L WhDt is Lite bi\Sis for the ·~0-yeru' hfc"? 

b. Please provide lillY avaJinblc suppon for the ·~O-~c~ hfc", pmod 1\S 

compared to D longer or shoner pmod. 

R.ESPO>JSE: 

a. 

b. 

.. 
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• • Staff Inronnation Request 
Docket No. 980366-EI 
GULF POWER COMPANY 
Apnl I 0, 1993 
Item No.2 
Page I of I 

2. Why does Gulr propose an 111Tlortiz:u:ion, rnthcr thllll recovery by 11 deprecinrion 

rate? 

RESPO~SE: 

.. 



• • SWf Information Request 
Docket No. 980366-EI 
April I 0, 1998 
Item No. ~ 
Poge I of I 

4. What are Gull's current plans for the plant equipment relating to this investment 
and operations at the end of the 20..year life of the "Cogeneration Facility? 

RESPONSE: 

I 
l 
3 
y 
s 
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• • Suff lnformJnon Request 
Docket ~o 980366-EI 
ApniiO. 199S 
Item ~o. ~ 

Page I oi I 

S. In your March 13, 1998 lener you slllted that "Guli Po"er 15 purchMmg these 
combustion rurbines and the related equipment ll.S a rur:tkey project when the 
facility ~tchieves commerci~ in-service st4tus. • 

a. What •related equipment" will be included in the purchJ..Se' 
b. Will the purc!used eqwpmcn1 funcuon in conjunc:ion ·.q:h opc::-Jttons of 

anothe: Company at the same site~ If so, please llJ'.mc: the: othC'T company 
and describe: the productS (in 11ddiuon to c:lecaic po" c::J "luch wtll be 
produced atllus site 

c. Please e:~ummte the cntena tilt Guli mte:~ds to usc 1:: ~:.:c:: t.) de:c:Tmme 
that the unitS ba\'e aclue,·ed "commcrctal m-ser.ice s:Jtus" and descnbe 
any ope:ating plltlllncte:s wluch would remain to be: pro,e.:! II a.1y 
specifics :l!C technicclly de:tllled, :1 summary would~ ~:«;uJtc: 

RESPONSE: 

a. 

b. 

e. 



• • StAff Informacion Request 
Docket No. 980366-EI 
Gl:LF POWER CO~IPA.'"Y 
Apnl 10, 1998 
hem So. 7 
Page I of I 

7. 514ft- would like to undmund Gulrs responsibilities for anucipated cxpe=uliture$ 

relating co this sicc, including e!pltJI. opcr:mng, and mllantcn311ce In pll.rticul~~r, 

wfulc are Gulrs anticip111ed respor.stbilities rcl11ung to: 

11. Purchase of fuel? 
b. Normal (non-fuel) operlllina costs'! 
c:. Equipmrnc maintC1Wicc? 
d. Equipment replacement~ 
c. Fmciliry dismantlement? 

RESPONSE: 

) b. 
8 

q c. 
10 

,, d. 

/l 

13 e. 
/ '-{ 
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• • Staff Informuion Request 
Docket No. 980366-EI 
GULFPOWCRCOMPANY 
April I 0, 1998 
Item No. 9 
Page I of I 

9. Please provide copies of all con ~nels for sale of e~~ergy &om !his facilil)'. 

RESPONSE: 
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• • Staff Information Request 
Docket No. 980366-EI 
GULf POWER COMPANY 
April I 0, 1998 
Item No. 13 
Page I of I 

13. How will Gulf book the revenues from the sale of steam from this facility') 

RESPONSE: 



'" · 

• • Staff Infoi"!Mtioo Request 
Docket No. 980366-EJ 
GULF POWER COMPANY 
April I 0, 1998 
Item No. 14 
Pll8~ I of I 

14. Wb.tt tariff rate will Gulf use to sell electricity to the stenm user? 

RESPONSE: 

' 'l.. 

3 
y 
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• • SW: lnformauon Request 
Docket :'\o 980366-EI 
Gt:LF POWER CO~IPA~Y 
April 10. 1998 
Item t-lo. 15 
Plgc I of I 

I 5. How will this eogeoen~tion fllcihry be d1spatche!l~ W1ll eeonom:cs dc:e:minc 
how it will run. or willlh.crc be "must fU!'I" pcrods in order for Gulf to supply 
Stell.lll? 

RESPO~SE: 

I 
J. 
3 
~ 
s 
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JustiOra!lon 

This infomuuion IS en lilted to confidcn1ial dassifica1iun pur..unnt tu 
Section 366.093(3)(c) Md is subjcrtto a prc1inusl)' tiled rc4uc~1 lur 
confidential classification. [Sec DN 01785-118 nnlifnr DN 0 17MCl·CJM[ 
This Hem requests u copy uf the contruct ussocinted with the fuc1lity. 
Public disc losure of this i nfnm1ntion 11ould en usc im:puruhlc hurm tu 
Gulf Power Compnny. Its l!encrnl body of costumers nnd the clllit) "ith 
whom Gulf !'ower hus cuntrncted. The infom1ntion pruvid~'d by (julf 
in response to this r~'qutst is proprietruy confidentiul hu$inc)S 
information rcgonling contmellwl matters. Specific controctu:tltcnm 
and conditions nrc discussed in this response. Puhhc disclosure ufthos 
information would impair the nhility ofGulfPo\\cr Cnll1(hlll)' tl• 
negotiate terms and conditions m future conlnlcts thnt nrc the mn\t 
favornblc co Gulf lllld u.s ~cncrnl hudy of cuslumcrs. I hts I' null! call'" 
irrcparnblc: hnrm to Gulrs pel) IliOn 11ith rcl!ard to other cumpctitur.. ltlf 
the same services and products. The mfom1a11nn 1s regarded u' 
sensitive wid cnnlidcnllnl by the entity with 11hu111 Ciulfhll.'> CClntrnctcd 
bccnusc its public disclosure would impact that entity's ubihty to 

compete in its native murkelS. In addition. di:~dosure of the mfnrmntinn 
at lines l-4 of the: response: 11ould reveal contmctunltcnn• tutllos 
entitled to conlidc:nunl cln~:.oficu1ion . 

This information is entitled to confidential classificutiun pur>uanttco 
Section 366.093(3)(e). l•uhlic disclosure of thi~ infom1~tinn 11nuld 
cause irrcpamblc hnmt to Gulf Po\\cr Company. liS gcncr.1l hnd) o f 
customers and the: enuty woth whurn Gulff'o\\c:r h3S contracted ll1e 
inforrnntion provided by Gulf in response to this rcquc::.IIS propnc:la..~· 
c-~ofidc:ntia.l business information n:gnnling contrnctunl matter. 
Specific controctunlterms and conditions nrc discus'ICJ in thi< rc'flllii!>C 
Public disclosun: ofthi~ infom1311on \\OUid imp:ur the uh1lll) uf<iult 
Po"er Comp:111y to ncgot mu: tc:m1s Ulld condttioru. m future cuntruct> 
that arc the most favorable: 1<1 Gulf ru1d its general body of customers 
This would cuusc irreparable hurm tn Gutrs pn5ition with regnnJ h• 

other competitors for the snmc >crviccs nnd products I he lntimna1iun 
is rcgnrdc:d as sensi tive wtd confidential by the entity with \\ horn {iulf 
has conlnlctc:d bccuusc its public disclosure 1\ould impact tlml cnllt)' · ~ 
ability to compete: in its n111ivc markets. 
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