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Docket No. 010949-El
In Support of Rate Relief
Date of Filing: September 10, 2001

Please state your name, business address, and occupation.
My name is Ronnie R. Labrato. My business address is One Energy
Place, Pensacola, FL 32520. | am Vice President, Chief Financial Officer

and Comptroller of Gulf Power Company.

Please outline your educational background and business experience.

| graduated from the University of West Florida in 1974 with a Bachelor of
Arts degree in Accounting. Following graduation from college, | was
employed by the Florida Public Service Commission (FPSC) as Auditor
and Accounting Analyst. In 1977, | accepted a position as Senior
Accountant and Consultant with Deloitte, Haskins, and Sells in Dallas, TX.
In 1979, | was employed by Gulf Power Company as Senior Financial
Analyst. Since 1979, | have held various positions at Gulf Power,
including Supervisor of Budgeting and Financial Planning, Manager of
Financial Planning, Manager of General Accounting, and Comptroller. |

currently serve as Vice President, Chief Financial Officer and Comptroller.

What professional license do you hold in the field of Accounting?
| am a licensed Certified Public Accountant and a member of the

American Institute of Certified Public Accountants and the Florida institute
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of Certified Public Accountants.

Briefly describe your duties and responsibilities as Vice President, Chief
Financial Officer and Comptroiler.

| am responsible for maintaining the overall financial integrity of the
Company. My areas of responsibility inciude the Accounting, Regulatory
Affairs, and Corporate Planning departments. | am also responsible for
maintaining the overall financial and accounting records of the Company.
Gulf Power Company maintains its books and records in accordance with
generally accepted accounting principles and the rules and regulations

prescribed for public utilities in the Uniform System of Accounts published

by the Federal Energy Regulatory Commission (FERC), and adopted by
the FPSC. Our books and records are audited by Andersen LLP,
independent public accountants, and a copy of their latest audit opinion,
for the year ending 2000, is included in the Company’'s 2000 Annual
Report to Stockholders, which is filed as MFR F-1 in this case. Our books

and records are alsc audited by the FERC and this Commission.

What is the purpose of your testimony?

The purpose of my testimony is o explain the need for rate relief
beginning with the commercial in-service date of Smith Unit 3 and to
discuss the rate relief requested based on the June 2002 through May
2003 test year. In addition, | will present Gulf's financial forecast, which is
the basis of the projected data for the test period; develop the test year

rate base, net operating income, and cost of capital; and calculate the

Docket No. 010949-El Page 2 Witness: R. R. Labrato
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resulting revenue deficiency, which the Company has identified in this

filing.

Have you prepared an exhibit that contains information to which you will

refer in your testimony?

Yes. Exhibit (RRL-1) was prepared under my supervision and direction.
Counsel: We ask that Mr. Labrato’s Exhibit (RRL-1), comprised of

21 schedules, be marked as Exhibit No. .

What is the source of the figures shown in Exhibit (RRL-1)?
The projected data presented on the schedules of this exhibit was
obtained from Guif's financial forecast for the test period, which | will

discuss later in my testimony.

Are you the sponsor of certain Minimum Filing Requirements (MFRs)?

Yes. These are listed on Schedule 21 at the end of my exhibit.

Please explain why a split calendar year was chosen as the test period.
The period June 2002 through May 2003 was chosen as the projected
test year because Guif's new combined cycle unit at Plant Smith is
expected to be in commercial operation on or before June 1, 2002. As
our testimony and exhibits will show, there is an immediate need for an
increase in Guif's retail rates beginning with the commercial in-service
date of Smith Unit 3. The chosen test year is representative of Guif's

expected future operations after Smith Unit 3 is in service and is the first

Docket No. 010949-El Page 3 Witness: R. R. Labrato
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full year that new rates wili be in effect.

What is the amount of rate relief that Gulf is requesting in this case?
Gulf is requesting an annual increase of $69.9 million in our retail
revenues. This amounts to an 11.9 percent increase in our retail

revenues.

Why is it necessary for the Company to seek rate relief at this time?

As authorized by the FPSC in Docket No. 990325-El, Gulf Power is
constructing a new 574-megawatt (mW) combined cycie unit at Plant
Smith. Smith Unit 3 is expected to begin commercial operation on or
before June 1, 2002. Smith Unit 3 is the first major generating unit to be
built by Gulf Power Company in nearly 15 years. The addition of this
generating capacity is necessary for us 1o continue to meet the electricity
needs of our customers. The Company projects capital expenditures
totaling $220.5 million for the construction of Smith Unit 3 and an
additional $2.8 million related to improvements necessary to connect the
new unit to the transmission system. These capital expenditures will
result in a 20 percent increase in the Company’s jurisdictional rate base.
The new unit will also increase annual operation and maintenance

(O & M) expenses by approximately $3.4 million in the test year. The total

annual revenus recuirement for the new unit is approximately $48 million.

Docket No. 010949-El Page 4 Witness: R. R. Labrato
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Are there reasons other than Smith Unit 3 for the Company’s need for rate
relief?

Yes. The additional $22 miillion of rate relief requested in this case is
necessary to cover significant increases in O & M expenses and capital
additions primarily in the production, transmission and distribution
functions, which cannot be offset by revenue growth. Increases in
production expenses relate to higher outage costs and an increase in
costs to maintain Gulf’s existing fleet of generating units. This
maintenance is necessary to maintain plant efficiencies and minimize
forced outages to enable the Company to provide reliable and cost-
effective generation to our customers. Significant expenditures for
transmission facilities are necessary to ensure the continued reliability of
Gulf's transmission system as well as {o meet the growing needs of the
Company’s customers. Increases in distribution expenses relate to
maintenance of the Company’s aging electrical infrastructure to reduce
failures and maintain reliable service to our customers. The Company
has also had to implement new technologies and productivity
improvements to keep up with the growing service expectations of our
customers. The Company’s customers today are requiring a higher level
of reliability with respect to blinking lights and momentary cutages due to
an increase in the use of computerized equipment. Mr. Moore,

Mr. Howell, and Mr. Fisher will discuss reasons for the increases in O & M
and capital additions rélated to these functions and the specific programs
that the Company is implementing to ensure that we continue to provide

dependable and reliable setvice to our customers.

Docket No. 010949-El Page 5 Witness: R. R. Labrato
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Has the Company's cost of providing electric service increased since
1990, Gulf's test year in the last rate case?

Yes. In addition to expenditures for the construction of Smith Unit 3, Guif
will have made capital expenditures of nearly $900 million for the
12.5-year period since 1990, the test year in the Company’s last rate
case, to the end of the test year in this case. Since the Company’s last
rate increase in 1930, increases in O & M have also been necessary. The
adjusted non-fuel O & M ievel for the current test year is $69.5 million
higher than the O & M level approved for the 1990 test year. However,
the adjusted non-fuel O & M level for the current test year is $3.7 million
under the amount determined using the Commission prescribed
benchmarking process.

In addition to expenses related to Smith Unit 3, several factors
have contributed to the increase in the Company’s cost of providing
electric service during the 12-year period since 1990, the Company’s last
test year, to the end of 2002, During this period, Guif's customer base
has increased by approximately 32 percent and the Company has
experienced inflation of approximately 39 percent. The Company has
also constructed new infrastructure of approximately 1400 miles of

distribution lines and 90 miles of transmission lines.

Has Gulf tried to avoid the need for rate relief?
Yes. Gulf Power has continued to make great efforts to maintain a low
level of expenses to avoid the need for rate relief. For example, efforts

have been made to run our business in a more efficient and effective

Docket No. 010949-&l Page 6 Witness: R. R. Labrato
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manner while still maintaining quality service and high levels of customer
satisfaction. These efforts have enabled the Company to reduce its work
force by nearly 10 percent below the work force level in 1990. Gulf
Power's commitment to creating value for our customers and our
investors is reflected in the Company’s low kilowatthour cost, high quality

service, and excelient customer satisfaction ratings.

Have you made a comparison of Guif's residential rate to that of other
companies?

Yes. | have compared Gulf's residential rate for 1000 kWh to those of 53
other utilities across the nation and in the State of Florida as of July 2001,
As shown on my Schedule 1, Gulf's residential rate is among the lowest in
the comparison group, with only 4 other utilities having tower rates than

Gulf Power.

Would Gulf's residential rate still compare favorably if the $69.9 million of
rate relief requested in this case is granted?

Yes. As also shown on my Schedule 1, Gulf's proposed residential rate
for 1000 kWh would remain among the lowest when compared to other

utilities across the nation and in the State of Florida.

Mr. Labrato, what are the projected rates of return for Gulf Power
Company for June 2002 through May 2003 with present retail rates?
Although the Company is projecting to earn within its authorized return on

equity range for the 2001 calendar year, the large investment in Smith

Docket No. 010949-E| Page 7 Witness: R. R. Labrato
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Unit 3, as well as other capital additions, and the significant increase in

O & M expenses will cause a dramatic decrease in the Company’s return
on rate base and common equity. With present rates, the adjusted
jurisdictional return on average rate base is projected to be 5.12 percent
for the 12 months ending May 2003. This provides a return on the
average common equity component of 4.43 percent, which is significantly
below the 13.00 percent determined by Mr. Benore to be appropriate for

Gulf Power Company.

Do projections indicate that Gulf's earnings without rate relief will leave the
Company in a weak financial position?

Yes.

What are the implications of this weak financial position for the Company
and its customers?

Investors provide a significant portion of the capital needed to construct
our generation, transmission, and distribution facilities. In exchange, they
expect, and they deserve, a fair return on their investment, which
adequately compensates them for the risks undertaken.

Without rate relief, Gulf's ability to successfully access both the
debt and equity markets on reasonable and acceptable terms would be
jeopardized. The Company’s inability to obtain required external financing
on reasonable terms could ultimately restrict growth, inhibit reliability, and
increase reliance on short-term debt, which would increase financial

leverage and deteriorate the Company’s financial condition.

Docket No. 010949-El| Page 8 Witness: R. R. Labrato
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A weakened financial position would prevent the Company from
being able to offer securities with sufficiently attractive returns to
investors. This would adversely affect capital attraction, as mentioned
above, and would make it difficu!t for the Company to continue to provide
reliable service at reasonable costs to our customers. Thus a continued
ability to successfully attract investment capital is critical to the Company’s
ability to provide reliable and low-cost electric utility service to our
customers. A strong financial position would enable the Company to
attract capital on reasonable terms, maintain a sufficient level of financial

integrity, and continue to meet the needs of our customers.

Without rate relief, would your security ratings be put in jeopardy?
Yes. In a recent report on Gulf Power, the Moody's rating agency stated
that Gulf's financial flexibility would be reduced as the Company begins
construction of Smith Unit 3. Guif currently receives high credit ratings
that are supported by strong financial indicators, such as a pretax interest
coverage ratio greater than 4 times and a funds from operations (FFQO)
interest coverage ratio greater than 5 times. Without rate relief, however,
Gulf’s ratios wouid be slightly greater than 2 times and 4 fimes for pretax
interest coverage and FFO interest coverage, respectively. Also, the Fitch
IBCA, Duff & Phelps rating agency reported recently that Gulf's credit
protection measures are “weakened” due to higher capital expenditures
related to the construction of Smith Unit 3.

Therefore, we believe that without adequate rate relief our debt and

preferred stock ratings would be downgraded. Such events when

Docket No. 010949-El Page 9 Witness: R. R. Labrato
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combined with associated ramifications discussed earlier would increase
the Company’s overall financial risk and cost of capital while constraining
its ability to access the capital markets on reasonable and acceptable

terms.

Mr. Labrato, you have indicated that you will present and support the
financial forecast used in developing the June 2002 through May 2003
test year data. Please explain what you are supporting in this filing.

As noted by Mr. Saxon in his overview of Gulf's ptanning and budgeting
process, there are gight component budgets which are prepared and
supported by other witnesses in this proceeding. These component
budgets are noted on Schedule 1 of Mr. Saxon’s exhibit. | am supporting
how the outputs from these component budgets were utilized, in
conjunction with other information and data, to develop the Company’s
financial forecast and Annual Operating Budget. | have used the financial
forecast and Annual Operating Budget in developing the Company’s June
2002 through May 2003 test year rate base, net operating income, and

capital structure.

Please explain how the financial forecast is developed.

The outputs from Ciulf's budgeting process, comprising the eight
component budgets, are formatted and tailored in a manner to facilitate
their input into the financial model, along with various other income
statement and balance sheet amounts. The financial model in turn

generates the financial and accounting statements that comprise Gulf’s

Docket No. 010943-El Page 10 Witness: R. R. Labrato
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financial forecast.

What is the financial model to which you have referred?

The financial model is a proprietary computer-based model that simulates
Gulf's actual financial and accounting resuits based on a given set of
inputs. Schedule 2 is a summarized flowchart of the financial model

inputs and outputs required in producing the financial forecast.

Please describe the financial statements shown on Schedules 3 and 4.
Schedule 3 is Gulf's projected Balance Sheets for the periods ended May
2002 through May 2003, which are the basis for developing the rate base
and capital structure. Schedule 4 is the projected Income Statements for
the twelve months ended May 31, 2003, used in developing net operating
income. These financial statements from the financial model are based

on current budget estimates for 2002 and 2003.

You have summarized utility ptant data on your Schedule 3. Have you
prepared a report with a further breakdown of the plant balances?

Yes. Schedule 5 presents a further breakdown of the utility plant
baiances along with the monthly activity in these accounts for the periods
ended May 2002 through May 2003. The accounts shown inciude non-
depreciable and depreciable property, plant heid for future use,
construction work in progress, and accumulated provision for
depreciation. The projected plant data is based on the 2002 and 2003

Capital Additions Budgets, which are supported by various witnesses as

Docket No. 010949-El Page 11 Witness: R. R. Labrato
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noted on Mr. Saxon’s Schedule 2.

Have you prepared a schedule which shows the derivation of rate base?
Yes. Schedule 6, entitled “13-Month Average Rate Base for the Period
Ended May 31, 2003,” reflects Guif's test year rate base. Column one
includes the budget data previously presented on Schedules 3 and 5.
The second column includes the regulatory adjustments required in order
to restate thé system or per books amounts to the proper basis for
computing base rate revenue requirements. The third column includes
the Unit Power Sales (UPS) adjustments, which | will address in more
detail later in my testimony. The resulting net amounts have been
jurisdictionalized in the cost of service study filed in this case by

Mr. O’'Sheasy as Schedules 1 through 5 of exhibit (MTO-1).

Please explain the rate base regulatory adjustments in column 2 of
Schedule 6.

These adjustments are listed on page 2 of the schedule. Adjustments 1
and 4 were made to remove the utility plant investment and accumulated
depreciation which have been allocated to our Appliance Sales function.
Since the last rate case, the amount of these adjustments has decreased
significantly, which | will discuss later. Adjustments 2, 3, 5, and 6 were
made to remove investments and related accumulated depreciation which
are recovered through the Environmental and Energy Conservation Cost
Recovery Clauses. Adjustments 7 and 8 were made to accumulated

depreciation to reflect an increase in depreciation expense based on the

Docket No. 010949-El Page 12 Witness: R. R. Labrato
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Company's new proposed depreciation rates and dismantiement accruals,
which have been filed in Docket No. 010789-El with the Commission on
May 29, 2001, through the Company’s 2001 Depreciation and Dismantling
Study, and to reflect the revised estimate of the depreciable life for Smith
Unit 3. These adjustments to reflect the new proposed depreciation rates
and dismantiement accruais and the 20-year depreciable life of Smith

Unit 3 are further discussed later in my testimony when | cover net
operating income adjustments to depreciation expense. Adjustments 9
and 11 were made to remove the construction work in progress (CWIP)
amounts for projects which are recovered through the Environmental and
Energy Conservation Cost Recovery Clauses. Adjustment 10 is for the
removal of the intersst bearing CWIP included in the forecast. Since
these projects are eligible for Allowance for Funds Used During
Construction {AFUDC), they have been removed from rate base.
Adjustment 12 represents working capital adjustments, which are included

on Schedule 7.

Please explain Schedule 7, entitled “13-Month Average Working Capital
for the Period Ended May 31, 2003.”

As shown on this schedule, all items on the balance sheet which are not
included in Net Utility Plant or Capital Structure were considered in
developing working capital. These remaining accounts were examined,
and | have excluded the amounts related to the Appliance Sales function,
Environmental Cost Recovery Clause, and accounts which earn or incur

interest charges. The total of the amounts excluded is shown in column 2

Docket No. 010949-El Page 13 Witness: R. R. Labrato
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on page 1 of Scheclule 6 as adjustment 12. The adjustment to working
capital in column 3 of Schedule 6 reflects the amounts ailocated and
directly assigned to UPS for fuel stock, materials and supplies,
prepayments, and other working capital. The resulting total adjusted
working capital, as shown in column 4, was then allocated to the retail and

wholesale jurisdictions by Mr. O’Sheasy.

Was an adjustment made to the rate base related to the third floor of the
corporate office building?

No. The Company did not make an adjustment to remove the cost of the
third floor of the corporate office building from rate base. In Gulf's last
rate case, the Commission ordered the Company to remove investment of
$3.8 million and depreciation reserve of $338,000 from the rate base
related to the third floor. The Company believes that the third floor
investment should be included as part of the rate base and should begin
to be depreciated. This space is primarily used for records retention,
spare office furniture, miscellaneous supplies, and other storage for the
print shop, safety and health, and power delivery functions. It also
contains a workshop for building maintenance. In February of 1999, after
completing a tour of the third floor, an auditor with the FPSC concluded
that over 90 percent of the square feet of space was being utilized. The
Company currently utilizes 100 percent of the square feet of space. In
addition to including the investment and accumulated depreciation related
to the third floor in the test year rate base, we have also included in the

calculation of net operating income the amortization of the accumulated

Docket No. 010949-El Page 14 Witness: R. R. Labrato
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balance of the deferred return on the third floor over a period of 3 years.
Gulf is currently operating under a revenue sharing plan resulting
from a stipulation approved by Order No. PSC-99-2131-S-El. Qur
treatment of the cost of the third floor described above is consistent with
the provision included in Gulf's revenue sharing plan allowing Gulf the
discretion to amortize up to $1 million per year to reduce the accumuiated

balance of the deferred return on the third floor.

You have previously mentioned that the rate base was adjusted for
amounts related to the Appliance Sales function. Please describe the
reason for the significant decreases in these adjustments.

In July 2000, Guif Power discontinued its Appliance Sales operation. On
August 31, 2000, the Company sold $9.1 million of its merchandise
accounts raceivable to a third party and will continue to handle billing and
coliections for a monthly servicing fee. Therefore, the amount of
investment now allocated to the Appliance Sales function is minimal and
represents only the building space and office furniture and equipment
utilized in the servicing of the merchandise Ibans. Also, the adjustment to
working capital is minimal due to a small amount of merchandise

receivables remaining on the Company’'s books.

Before leaving the area of rate base, were there any other adjustments
made to rate base in the 1990 rate case that you are not making in this

case?

Yes. There were saveral adjustments made in the last rate case which

Docket No. 010948-E) Page 15 Witness: R. R. Labrato
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are not necessary in this case because the items have either been fully
amortized, sold, or removed from electric operations. The Commission
adjustments not made are listed on MFR A-11. Also, no adjustments
were made to working capital for the inventory levels of coal, natural gas,
or light oil. As discussed by Mr. Moore in his testimony, the inventory
levels for coal, natural gas, and light oil included in working capital

represent optimum levels necessary to ensure against disruptions in

supply.

Now moving to Net Operating Income (NOI), please explain Schedule 8
entitled “Net Operating Income for the Twelve Months Ended May 31,
2003.”

This schedule is formatted in the same manner as the rate base scheduie.
The first column is based on the June 2002 through May 2003 budget
data from Schedule 4. The second column includes the regulatory
adjustments, while the third column includes the UPS amounts. The
jurisdictional factors and amounts were obtained from Mr. O’Sheasy’s
Schedule 1. The regulatory adjustments in column two are listed on
pages 2 and 3 of Scheduie 8, with more detailed caiculations presented
on separate schedules as noted under the heading of Schedule
Reference. As mentioned earlier, | will discuss the UPS adjustments and

calculations later in my testimony.

Have you made the proper adjustments to remove all revenues and

expenses related to the various cost recovery clauses from NOI?

Docket No. 010949-El Page 16 Witness: R. R. Labrato
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Yes. As noted on pages 2 and 3 of Schedule 8, the fuel clause
adjustments are 1, 6, and 7, the purchased power capacity clause
adjustments are 4 and 8, the environmental clause adjustments are 5, 16,
18, and 25, and the energy conservation clause adjustments are 2, 10,
19, and 22. Since these revenues and expenses are recoverable through
the retail cost recovery clauses, they must be removed from NOI when
determining base rate revenue requirements. The calcutation of these

adjustments is summarized on Schedules 9 through 12.

Please explain the franchise fee adjustments 3 and 23 on Scheduie 8.
These adjustments are necessary to eliminate county and municipal
franchise fee revenues and expenses from consideration in setting base
rates. As required by Commission Order 6650 in Docket No. 74437-EU,
franchise fees are added diractly to the county or municipal customer's bill

and are not considered in determining base rate revenue requirements.

Please explain adjustment 9 related to marketing support and bulk power
energy sales activities.

Expenses related to marketing support activities have been removed from
NOI in accordance with the Commission’s palicy to disallow expenses that
are promotional in nature as stated in Commission Order 6465 in Docket
No. 9046-EU. Expenses related to bulk power energy sales activities
were also removed from NOI in the calculation of retail revenue

requirements since these expenses relate to the wholesale business.

Docket No. 010949-£l Page 17 Witness: R. R. Labrato
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What does the adjustment for economic development represent?
Adjustment 12 related to economic deveiopment represents the removal
of five percent of economic development expenses for the test year, which
is consistent with FPSC Rule 25-6.0426 related to the recovery of
economic development expenses. Section 288.035 of the Florida
Statutes provides the FPSC with the authority to permit public utilities to
recover reasonable economic development expenses. Ms. Neyman’s
testimony provides further discussion of the Company’'s economic

development expenses.

Please explain adjustment 14 related to purchased transmission.

FERC account 565 includes expenses incurred for the transmission of the
Company's electricity over transmission facilities owned by others. These
expenses are recovared through the Fuel Cost Recovery Clause and,

therefore, were removed from the calculation of NOI.

Was an adjustment made for industry association dues?

Yes. Industry association dues were treated in the same manner as
economic development expenses. We have removed five percent of
industry association dues related to chambers of commerce and other
organizations that engage in economic development activities in
accordance with FPSC Rule 25-6.0426 related to the recovery of
economic development expenses. As mentioned previously, Section
288.035 of the Florida Statutes provides the FPSC with the authority to

permit public utilities to recover reasonable economic development

Docket No. 010949-El Page 18 Witness: R. R. Labrato
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expenses. This state legislation defined an economic deveiopment
organization as a “state, local, or regional public or private entity, which
engages in economic development activities” and listed city and county
economic development organizations and chambers of commerce as
qualified organizations. The adjustment to remove five percent of these
expenses from NOI is shown as adjustment 15 on Schedule 8, page 3

of 3. Schedute 13 presents a listing by association of the dues included in

the NOI calculation and shows the calculation of adjustment 15.

Were any adjustments made for advertising?

Yes. Advertising expenses related to the Energy Conservation Cost
Recovery Clause were removed as part of adjustment 10 on Schedule 8.
All other advertising expenses are appropriate for recovery and are

supported by Ms. Neyman in her testimony.

Please explain the adjustments made related to depreciation.
Adjustments 17 and 20 were made to reflect the Company’s new
proposed depreciation rates and dismantlement accruals, which have
been filed in Docket No. 010789-El with the Commission on May 29,
2001, through the Company’s 2001 Depreciation and Dismantling Study.
Gulf Power has requested for the proposed rates to be effective January
2002. Therefore, the changes in depreciation expense on plant-in-service
investment balances for the test year were included as adjustments to
NOI. Adjustment 17 represents the change in depreciation of

transportation equipment, which is charged to a clearing account and then

Docket No. 010949-El Page 19 Witness: R. R. Labrato
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allocated to the appropriate O & M accounts, and adjustment 20
represents the change in depreciation expense and dismantlement
accruals for other plant-in-service investment balances.

The depreciation study filed by Guif with the FPSC on May 29,
2001, was based on December 31, 2001, projected investment and,
therefore, did not include Smith Unit 3, which is expected to go in service
in the Spring of 2002. The forecasted depreciation expense for Smith
Unit 3, included as part of Schedule 4 of my exhibit, was calculated
assuming a depreciable life for Smith Unit 3 of 30 years. Since the
financial forecast was developed, Gulf requested an opinion from Deloitte
& Touche, the firm that performed the Company's depreciation study, on
the appropriate depreciable life for Smith Unit 3. The firm reviewed the
manufacturers’ information and capital forecast for Smith Unit 3. In
addition, the firm reviewed responses made by Florida Power & Light to
FPSC data requests concerning its combined cycle units. Based on its
review, Deloitte & Touche recommended an average service life of
20 years. The memo from Deloitte & Touche containing its
recommendation is attached as Schedule 14 of my exhibit. The estimated
20-year depreciable life for Smith Unit 3 is also consistent with
depreciable lives approved by the FPSC for other combined cycle
generating units operating in Florida. Therefore, adjustment 21 was made
to NOI to reflect an astimated depreciable life for Smith Unit 3 of 20 years,
which is consistent with the Delqitte & Touche recommendation and the

treatment of other combined cycle units in Florida.
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Please explain adjustments 26 and 27 to taxes other than income taxes.
Adjustment 26 on Schedule 8 is required to reflect the gross receipts
taxes and FPSC assessment fees that are associated with clause
revenues and franchise fee revenues, which were removed in
adjustments 1 through 5. Schedule 15 shows the calcuiation of this
adjustment. Adjustment 27 represents the addition of property taxes
related to Smith Unit 3 to reflect twelve months of propenty taxes in the
test year. The calculation of Smith Unit 3 property taxes is discussed in

Mr. McMillan’s testimony.

Please explain adjustment 28 on Schedule 8 to income taxes.
This adjustment is required to reflect the federal and state income taxes
related to adjustments 1 through 27. Schedule 16 shows the calculation

of this adjustment.

Have you caiculated the appropriate adjustment to income taxes to reflect
the synchronized interest expense related to the jurisdictional adjusted
rate base?

Yes. Adjustment 29 on Schedule 8 reflects the tax effect of synchronizing
interest expanse 10 rate base, and Schedule 17 shows the calculation of
this adjustment. The jurisdictional capitalization amounts and cost rates
were taken directly from Schedule 18, and total company interest expense

was taken from Schedule 4.
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Do you have anything further to add to your discussion of how NOI was
developed?

Yes. In addition to the adjustments made above, adjustments 11, 13, and
24 on Schedule 8 were made to NOI consistent with the Commission’s
direction in the last rate case to exclude management tax preparation
services and lobbying expenses. Aiso, | would like to point out that O & M
expenses included in the calculation of NOI are justified and supported by

several withesses in this case as noted on Mr. Saxon’s Schedule 3.

Have you also developed the jurisdictional capital structure and cost of
capital for the June 2002 through May 2003 test year?

Yas. Schedule 18, page 1, shows the jurisdictional 13-month average
amounts of each class of capital for the year ended May 31, 2003. It also
shows the average cost rates and weighted cost components for each
class of capital. Page 2 of this schedule shows how the jurisdictional
capital structure was derived starting with the system amounts, Pages 3
and 4 show the calculation of the cost rates for long-term debt and

preferred stock.

How were the cost rates for short-term debt, customer deposits, and
investment tax credits determined?

The shori-term debt cost rate of 6.02 percent was based on an April 2001
forecast of interest rates, which was developed by Southern Company
Services utilizing forecast data obtained from Regional Financial

Associates, now known as Economy.com, Inc. The customer deposit cost

Docket No. 010949-El Page 22 Witness: R. R. Labrato




L = - < BN B -

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

rate of 5.98 percent was based on the effective rate for the twelve months
ended May 31, 2003. The weighted cost for investment tax credits of
9.70 percent was calculated in accordance with current IRS regulations

using the three main sources of capital.

Please explain how the jurisdictional capital structure was developed.

As shown on page 2 of Schedule 18, | started with the 13-month average
total company capitat structure by class of capital. These total company
amounts were calculated based on the projected balances on Schedule 3
of my exhibit. In columns 2 through 6, | have identified 5 adjustments
which were removed from specific classes of capital, and the remaining
adjustments required to reconcile the rate base and capital structure were

made on a prorata hasis as shown in column 9.

Please explain the & items for which you have made adjustments to
specific classes of capital.

The first item, shown in column 2, reflects the transfer of preferred stock
issuance expense previously charged to retained earnings. The next two
items, “common dividends declared” and “unamortized debt premiums,
discounts, issuing expenses and losses on reacquired debt,” are account
specific and have been directly assigned to the common stock and long-
term debt classes of capital, respectively. The fourth item, shown in
column 5, is the removal of non-utility amounts from the common stock
class of capital. The last item, shown in column 6, is the removal of the

UPS capital structure amounts. The UPS capitai structure adjustments
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are based on the debt, preferred stock, deferred taxes, and common

equity that is recovered from UPS customers in the UPS contracts.

Does this conclude your discussion of how you developed the requested
cost of capital?

Yes. These calculations result in a cost of capital of 8.64 percent based
on a requested return on equity of 13.00 percent, which is supported in

the testimony of Mr. Benore.

Have you calculated the jurisdictional revenue deficiency for the test
period brought about by the difference in Gulf's achieved jurisdictional rate
of return of 5.12 percent and the proposed rate of return of 8.64 percent?
Yes. The revenue deficiency is $69,867,000, as calculated on

Schedule 19, which references the schedule where each figure was

derived. Schedule 20 shows the calculation of the NOI multiplier.

You have previously mentioned that you are supporting the UPS
calculations that have been used in developing rate base, NOI, and
capital structure in this filing. Would you explain how these amounts were
caiculated?

The UPS amounts, which have been identified on Schedules 6, 8, and 18,
were computed in exactly the same manner as the amounts allowed in
our 1990 rate case. The rate base and NOI adjustments reflect the
removal of all amounts related to Plant Scherer. The general plant

investment and administrative and general expenses were allocated to
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Plant Scherer Unit 3 based on salaries and wages, and then allocated to
UPS based on the IUPS sales ratio (100 percent) in accordance with the

UPS contracts.

Please summarize your testimony.

Gulf Power is committed to meeting the needs of our customers and
investors and strives to maintain low rates, high quality service, and
excellent customer satisfaction ratings. Despite Gulf's continued efforts to
control costs and keep expenses low to avoid the need for rate relief,
there has been an increase in the cost of providing electric service since
the Company’s last base rate increase in 1990. The most significant
factor contributing to the increase in cost is the construction of Smith

Unit 3, which was the least cost alternative available o enable Gulf to
continue to meet increasing load requirements and provide reliable
service. The annual revenue requirement for Smith Unit 3 is
approximately $48 million. In addition to the revenue requirement for
Smith Unit 3, approximately $22 million of rate relief is necessary to cover
increases in O & M expenses and capital additions primarily related to the
production, transmission and distribution functions, which cannot be offset
by revenue growth. These increases in costs are necessary to enable the
Company to maintain reliability and keep up with the growing service
expectations of our customers. The Company’s customers today are
requiring a higher levei of reliability with respect to blinking lights and
momentary outages due to an increase in the use of computerized

equipment. Mr. Moore, Mr. Howsll, and Mr. Fisher will discuss reasons for
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the increases in O & M and capital additions related to these functions
and the specific programs that the Company is implementing to ensure
that we continue to provide dependable and reliable service to our
customers. Factors contributing to the increase in the cost of providing
electric service are the 32 percent increase in customers, inflation of
approximately 39 percent, and the construction of new infrastructure.
Under present retail rates, the projected return on average
common equity for the test year is 4.43 percent, which is significantly
below the 13.00 percent determined by Mr. Benore to be appropriate for
Gulf Power. Such a low return would leave the Company in a weak
financial position. In order for Gulf to attract capital on reasonable terms,
maintain a sufficient level of financial integrity, and continue to meet the
needs of our customers, the Company must maintain a strong financial
position. Therefore, based on the revenue deficiency calculated for the
test period, Gulf is requesting an annual increase of $69.9 million in our

retail revenues.

Does this conclude your testimony?

Yes.
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STATE OF FLORIDA ) Docket No. 010949-El

COUNTY OF ESCAMBIA )

Before the undersigned authority, personally appeared
Ronnie R. Labrato, who being first duly sworn, deposes, and says that he is the
Vice President, Chief Financial Officer and Comptroller of Gulf Power Company,
a Maine corporation, and that the foregoing is true and correct to the best of his

knowledge, information, and belief.

Loz LI

Ronnie R. Labrato
Vice President, Chief Financia! Officer
and Comptroller

Sworn to and subscribed before me by Ronnie R. Labrato who is

personally known to me this 4'/ day of , 2001,

Notary Pyblic, State of Florida o L;arge

{g} o GoreetonCo0108

Expiras Auguat 23, 2008
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Scheduls 1
Gulf &
2001 Residential Rate Comparison
July 2001
Company Resldentlal Rate
Number lor.1.000 kWh Rank
1 $178.37 54
2 $148.25 53
3 $133.60 52
4 $126.57 51
5 $125.03 50
6 $115.24 49
7 $114.05 48
8 $112.32 47
a $110.42 48
10 $108.56 45
11 $104.69 44
12 $103.90 43
13 $103.09 42
14 $101.80 41
15 $101.71 40
16 $101.22 39
17 $98.56 38
18 $96.89 37
19 $96.86 36
20 £96.78 35
21 $95.31 34
22 $93.62 33
23 $92.70 32
24 $92.53 ki
25 $91.83 30
26 $91.09 29
27 $90.60 28
28 $090.08 27
29 $89.68 26
a0 $89.10 25
3 $88.20 24
3z $87.52 23
33 $87.22 22
34 $85.85 21
as $85.00 20
38 $81.35 19
ar $81.256 18
38 $79.54 17
ag $79.53 16
40 $79.50 B
41 $76.61 14
42 $71.45 13
43 $70.93 12 Gult Power Company
44 $70.77 11 Proposad Rate
45 $70.43 10 $77.50
46 $68.15 9
47 $67.77 8
48 $67.07 7
49 $65.49 6
Guit Power Company
50 $65.40 5 Present Rt
51 $63.92 4 .
52 $60.25 3
53 $56.86 2
54 $47.30 i

Source: Data obtained from survey prepared by JEA, Jacksonviile, FL.
Rates Include base rate {including non-fuei cost recovery clauses),
fusl adjustment charges, and average franchise faes.
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Schedule 2

Gulf Power Financial Model Flowchart
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—M Service, Retirements, Calculation of
Net Salvage Plant Balances by |
- Function, Month,
Projected Constr. e
P! Expend. By Montl,
Developed
b g Balance Sheet
Y Misc. Accounts From Other Inputs
Corporate
Plannin;
= [ Financi'al . Capitalization
Assumptions
> | Fuel Budget Fuel Inventory >
> ] Interchange Transactions >
Interchange Budget By Month
Calculation of
Projected Plant-in- | ____y, | Deprec. Expense
Service, Retirements by Function,
Month, Year
—» 0&MBudget |[— M Expansce
s By, Type, Month, Year
Income Statement
Misc. Accounts From Other Inputs
Input or _ .
Developed . Financial Interest & Dividends
by Assumptions ¢
Planning »|__Revenue Budget By Mo., Yr., Class of Cust. ~

Balance
Sheet

—-} Territorial Supply

—

Fuel Budget

— By Type Mo Ve
y Type, Month, Year

Fnergv >
By Mo., Yr., Class of Cust.

| Interchange Transactions ,,

Interchange Budget

By Month

—

Income
Statement

Financial
Forecast




Other Accis'Notes Receivable
Accum Prov for Uncoll Accls
Recolvablos from Assoc Cormpanles
Interesi & Dividends Aeceivable

Malerials & Supplies:
Fual Stock
In-Transit Coal
PR Materiaks & Supplies
Merchandize

Prepayments

Accrued Vacations

Oiher Miscollaneous Current & Accrued
Total Current Asssis

Delered Debits
Unamortived Debt Expense
Accuin Debemad ncoma Tax
Regulatory Tax Azset
Unamortized Loss Reacq Debt
Other Datarmed Debilz

Toltat Dederrad Debits

Tolal Assets

Note: Totals may nol add dus o ounding.

2.289.M7 2.&.964 2.:'!]).130 2.3)3.'. 2.318.455 2.313.153 231?8(9
ME. 760

S

GULF POWER COMPANY
BALANCE SHEETS

For the Periods Ended May 2002 through May 2003
(Thousands ot Dollars)

AlG  SEP KT 0 NQV

MAR  APR  MAY

2.315,373 2.313.m 2322.?26 232?907 2,332.312 2336.359

1,336,029

1 15

D03 B1G

1,m,aas 1,345,204 1,342.402 1,300,718 1,228 1,mam 1.:53.941 1.332,549
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787 79 794 797 801 804 207 811 814 g 21 82 Bon
8,606 8,600 2512 2,615 5618 0,622 8,626 10500 10583 10587 10590 10594 10,567
3979 3979 3979 2979 3,979 3,979 3.979 3979 3.579 5,979 3979 3979 3575

5 5 & 5 5 5 5 5 5 5 5 5 5
272 272 72 2772 212 272 272 2 272 72 2712 272 272
25996 36307 41,581 42309 37868 30136 29707 31,160 39750 36983 28798 26818 28407
26067 30473 31,864 32869 77756 23938 23217 26282 26207 21,277 PR3T9 22659 29506
12434 12524 15421 14836 14959 15081 15203 15326 17988 17,761 17935 18109 18283
1,075 LN 1,39 1,326 839 77 85 946 1,191 1,108 868 808 851
4003 10376  173M 14609 1168 11,520 8,751 4,070 5,782 838 4,404 5,084 6,654
160 192 224 256 288 320 52 . 40 80 120 160 200
3174 32303 32050 3750 30321 30439 31,388 31,778 32364 32643 2608 T 3000
14216 13025 12958 13219 11952 12825 10,364 10474 14643 15142 13161 14564 14176
20206 20366 2043 29505 29574 20643 2012 29781 29971 29761 2975t 29741 29731

0 0 0 0 0 0 0 0 0 [ 0 0 0
JMMN5 34859 35617 36215  IGO08 37518 39073 39942 40725 42880 44337 45158 45910
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2,174 2,161 2148 2135 2122 2110 2,000 2,086 2,073 2,060 2,047 2,004 2,021
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CAPITALIZATION & LIABLITIES:

Conunon Eouity
Coownon Stock
Othor Paid-in Capltal
Premium on Prelerred
Retained Earnings

Tots! Coramon Equity

Tax Cotlections Payable
Other Current Liabilities
Total Current Linbilties

Nols: Totales may nol add due to rounding,

GULF POWER COMPANY

BALANCE SHEETS
For the Periode Ended Mey 2002 through Mey 2003
{Thouwands of Doflars}
2002 2003
MAY JUN it Alg SEP ocT NOV DEC JAN FEB MAR APR MAY
38,060 38,060 35,060 38,060 38,060 38,060 34,060 38,060 38,060 38,060 38,060 38,060 38,060
A7977 F.rc ke 3977 73,977 33977 ar3 977 313977 382,553 a2 563 354,653 354,563 54,6553 394,563
12 12 12 12 12 12 12 12 12 12 12 t2 i2
135,660 141717 132871 14L028 145666 10497 130048 131763 135121 117,674 116946 97,846 100,317
54T, 709 553,766 544,920 563,077 667,714 542,746 542,097 552388 555,746 550,295 54851 530,41 5az,042
4,236 4,736 4,236 4,236 4,236 4,296 4,236 4,236 4,236 4,236 4,236 4,236 4,236
A | 115000 115000 115000 115000 115000 316060 145000 115000 115000 415000 115000 115000
119,238 119,238 119,238 119,238 119,238 119,238 119.2% 119,236 119,236 119,236 119,236 119,236 119,236
85,000 85,000 85,000 B5,000 86,000 85,000 856,000 85,000 85,000 85,000 85,000 85,000 85,000
169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630 169,630
280,002 200,002 280,002 280,002 200,002 280,002 200,002 280,002 280,002 280,002 280,002 280,002 280,002
1 170 a1 1 ) 16.0°5) {5.997) {5, 1
528,406 528,434 520,462 520,401 528 520 520,649 520,578 528,607 520,636 528,663 528 681 2a, T8 528,747
L,195357 1201438 11928180 1,200,004 1.206470 1,190531 1,188,997t 1,200.231 1,203,617 4,194,188 1,197,490 1,978426 1,180,926
4,750 26,065 28,262 5,540 14,463 5,404 13,2233 21218 35229 13,448 21,168 25587 29,479
2,566 1,781 1,228 1,146 1.213 1,201 1,209 3971 1,029 1.%79 1,197 1177
26,446 778 41,599 42,822 3,522 28,628 25,985 24,245 29,226 31,292 28,936 30,861 29,665
7.596 7113 £.926 7,022 7,097 7.087 738 7144 7.789 7,508 6.947 6,979 7741
36,608 46677 49,753 50,990 39,772 36,816 34,509 35,360 7.3 40,003 37,262 35,037 38,583
13817 13,843 13,869 13,895 13,921 13.546 13.91 14,08 14,024 14,046 14,065 14,087 14,100
oo 900 5,370 10957 9.970 9,330 8,383 3.2652 5,356 5,646 5340 Bl {1,457}
10,017 12,261 13916 16,919 17,118 18,04 6,042 7,263 4,824 6,308 7.926 9,237 11,461
14,775 10,645 8,836 10,874 10,283 9,758 11,421 11,008 9,205 11,327 10,723 10,226 11,886
16,054 54 16,054 16,064 54 16,064 16,054 L2 ) b4 17,479 54 17479 17,479
4,647 4,647 4 647 4,647 4,647 4,647 4,647 4,787 4,187 4,787 4,787 4,787 4,787
1,234 1,496 1,549 1,668 1,332 1,095 1,046 1,225 1331 1,109 1,170 1.048 1,311
1,459 1,459 1,459 1,469 1,469 1,459 1,459 1,459 L4559 1,459 1,468 1,459 1,459
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Deterved Cradits

Unamortized ITC

Other Delerred Crodits
Toist Detetred Credits

Operating Reserves

Propesty insurance Reserve

Injuries & Damnges Recerve

Accum Prov for Rate Aalunds

Empl Pension & Inaursnce Reseve
Total Opersting Reserves

Referred Tax Reigied Homs
ADIT Accls 281, 282, 283
Regulatory Tax Liabity
Tolal Delerred Taxes
Tolal Capital & Liabliitias

Neto: Tednk may nol add due to rounding.

GULF POWER COMPANY

BALANCE SHEETS
Forthe Parioda Ended Mey 2002 through Mey 2003
(Thousmnds of Dollars)
2002 2003
MAY HN 1.3 AUt SEP ocy NOV REC JAN IER MAH AEB MAY
23072 22312 22752  @2592 2243 274 22116 2195 2178 2163 247 22313 24,153
— 0.7 30,660 33,227 33,258 33,276 33,362 33433 33454 36,244 36332 36,460 656
52,808 63582  G5960 55850 65,700 65637 65548 L5406 58,006 57960 67,941 57,897 57,809
13312 13576 13841 14106 14370 14635 14900 15164 15428 16694 15958 16223 16488
945 944 943 942 941 940 939 938 937 936 935 934 933
507 583 - - . . - - - . - - -
7 34518 475> 34006 3206 36426 6645 35865 36,
53411 53935 48600 49086 49566 50,093 50591 51080 51572 52066 62538 53022 53,506
207,727 207514 27301 207088 206875 206663 206449 206236 20549 205,664 205379 2065096 204,813
325604 92206 31906 31,607 31308 3009 30719 040 30141 2985 29563
200020 240317 20,005 239,250 230,781 200,270 237,767 237,244 206660 296,004 2520 24,048 234,376
1,644,750 1,666,217 1,600,000 1,670,149 1662576 1,651,131 1,045,563 1,649,600 1,664,167 1,669,990 1,647,454 1,647,568 1,665,711
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GULF POWER COMPANY

MNCOME STATEMENTS
For the Twelve Months Ended May 31, 2003
(Thoussnds of Doilars)
TOTAL
12 MONTHS
2002 2003
JUN AL AG SEP 1513 HOY DEC JAN EER MAR APR HAY HAY 2003
OPERATING REVENUES:
Besidential
Base 20,2306 21,049 21,664 173967 13,188 12,158 16,631 18,650 13,6887 14,676 11,766 15,385 198,535
Fuel 10,983 11.24% 1283 8,600 8,200 8,184 8274 9,839 7299 7.714 5,935 7,910 103,192
Conservation 185 204 211 20 182 214 227 192 17 178 155 200 2,328
40 205 553 168 137 76 137 664 186 202 2 110 2,630
Ervironmenta! 428 438 467 473 428 431 426 420 2 416 4 437 5516
Tots! Residaniial Revenues 31,950 3257 36,728 26,809 20,231 19,082 25,656 20786 22075 Z32.183 18311 4052 31020
Commercial
Base 2616 9,707 8,801 9223 8,287 7,719 8,118 7,739 7203 8241 8,388 9987 104,114
Fuel 7,062 6,967 7,566 8254 5,307 5130 5,004 4,574 4718 5,535 5,685 7.001 71,302
Conservation 126 126 128 145 153 178 137 a4 m 126 148 177 1,649
Capachy 20 149 zr7 04 89 as 69 342 23 101 12 56 1,319
Erwironmental 47 252 274 276 247 249 240 244 440 241 250 261 3,220
Total Commercial Ravenues 17,059 7200 18,345 16,992 14,063 13314 13,676 13209 12,656 Te.244 14,454 7471 161,604
indusirial
Baoe 3,686 3,534 4,05 3,623 305 3238 3203 3,142 3,182 3,019 3,139 3,7 41,097
Fuai 3981 4,100 4,787 A7 3,644 am 3,730 3,864 3,761 3,652 3,600 4,237 48959
Consarvation 70 74 79 B6 105 132 102 75 as B4 o4 107 1,096
Capacity 12 20 166 57 Yl 23 41 206 56 61 7 a3 793
Enwironmental 183 165 182 182 163 163 164 180 298 150 164 166 2,127
Total Indugirial Revenues 7,702 8,363 9200 75680 7,266 7347 7.240 7,447 7,365 6,975 7004 8,244 91,972
Street Lioihting
Basa 166 166 166 186 168 167 167 167 167 168 168 168 2,002
Fuel 38 a7 42 36 36 38 38 38 40 40 a9 38 458
Consarvation k| 1 1 1 1 1 1 1 1 1 1 1 12
Capacity 5 o 2 2 2 o o 2 5 5 5 5 4
Emvironmental -] 5 5 ] ] ] ] ] 11 5 5 5 l_i_B_
Total Streat Lﬂ!ﬁ\g Revenues 210 200 218 208 208 21 205 213 219 214 213 212 2542
Salkes (] ] 0 0 o 0 0 2 2 s 3 - 2
Additional Groas Recelpts Tax 543 585 635 567 463 413 444 525 a7 442 403 438 5920
Rezidential Conservation AEM e ] 23 5 28 27 28 29 ao 3t az 3 329
Tot Base Revenues (incl Gross Flacpts) 34215 35,440 36,281 30,930 25418 23,696 26,560 20,223 24,011 26,545 23,863 29,680 349,677
Tot Fuel Revenues 22004 22345 25597 18,702 16,2687 16,143 17,044 18815 16,m8 18,941 15,259 19,166 221,901
Total Conservation {Incl AEM } 412 o7 a2 458 67 552 495 an o 418 491 519 5,414
Tolal Capaciy 72 534 008 339 247 136 247 1,234 336 364 42 198 4,748
Towal Environmantal 841 5GO 028 936 820 848 847 1,471 220 3] 850 10,929
Tokad Inlsrdapartmantal Salas 0 0 0 0 0 [ 0 - - - . 3 2
Totet Retall Revenuss 57,5715 50,807 177 #1,371 225 w0374 7,193 31,292 42,898 45,068 40,436 50,452 502,660

Note: Totals may not add due 10 rounding.
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Totat Salee For Rasale - Tomiorial
Total Terioria) Revenss

Non-Tarriiorigl Sales
Tolal Assoc. Co. Revenies

Fuel Cost: Gas & O

Other Pwr Ganeration Fue! Cost
Other Power Gen O&M

Total Other Power Gieneration

Purchased Power

Total 50, Poot Purchases

Non Agscclated Purchases
Total Purchasad Powar

Othar Power Supply Expenss
Total Other Power Supply Expenses

Totsl Powsr Production Expenes
Total Prod Non-Fusl O&M

Note: Totals may not add dus o rounding.

GULF POWER COMPANY

INCOME STATEMENTS
For the Twetva Months. Ended Nay 31, 2003
{Thousands of Dollars}
TOTAL
12 MONTHS
2002 200 ENDED
BN S AUG SEP ocT hOY DEC JAN EEB MAR APR MAY MAY 2003
185 174 179 156 135 118 132 147 128 126 131 166 1,747
1,062 1120 1,812 881 849 823 965 1,065 220 826 810 880 11,514
1227 1.304 1293 1138 =73 42 1,067 1212 108 961 v TKE S 1
68,802 80,311 65,409 52,508 42241 71,318 48,280 52,504 43,885 48,039 41,388 51,506 805,929
6,908 13,836 11,644 8,674 8545 6,371 2578 5284 5042 2,508 4309 4,282 81,056
4,526 5,202 8,181 412 3,900 ade2 3295 8,289 3,601 3874 2233 872 46,487
11,524 19,197 16,835 12,808 12445 8,833 8,801 B5T3 9,623 6,300 8,622 g'jii 127549
3,043 2994 a202 2,783 2476 2434 2,673 2,866 2,686 2,678 2451 2,835 33,019
73,389 83,042 86,500 88,088 58,162 52,502 56,756 83,043 56,082 65,095 80,471 62,376 766,491
19,178 20,317 20,714 19,276 18,397 16,445 16,208 18,133 15,256 12,968 11,235 17,576 205,824
2,626 4,055 4,158 267 99 62 84 85 61 61 237 146 12,000
51 51 61 51 &t 51 45 52 51 44 53 53 604
71,854 24,423 24,023 10,694 18,547 16.568 16,418 18,250 16,368 13,083 11,505 i7.775 218,428
-7 385 309 329 i 395 260 az7 3% 341 343 395 4,185
5,069 5,604 4,854 5,396 5,604 e% 6912 5526 6,694 7,633 7,443 6,366 74,867
26,147 80,282 30,106 25479 24,572 23,61 53,690 24,103 22,558 21,067 19,311 24,556 267 460
8,312 12220 13207 8,708 5265 5352 3,443 5,576 7,143 6519 7214 6,073 80,390
8,372 12220 13,207 8,706 6.265 5,352 3443 5576 7143 €619 7214 6073 30,590
37 283 264 321 266 330 a2 338 338 299 340 400 3,906
8,600 12,481 13471 0,037 8,531 5,682 3,765 5914 7,481 7218 7,554 5,482 94,255
383 1,030 1,484 360 186 324 076 1976 462 1,185 738 482 9,544
670 1,355 1181 496 482 551 arn 472 £24 83t 546 a1 8,109
1.063 2,394 2,665 856 628 875 1345 2448 986 1,796 1284 1333 17,853
188 250 183 190 107 190 _180 208 208 206 206 206 2,426
188 350 193 190 107 190 180 206 206 206 206 206 2,426
38,077 BM7 48,425 s 92 at,928 30,374 20900 3267 . 30,287 28,356 32,577 411,054
8,798 €,380 8,840 8,236 8,488 7,589 7.774 8,397 7,774 a5 8332 7306 05,383
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Transmission O&M
Diatribestion Q&M

Cumt Accis, Serv, and Sales
Admin & General Expenas
Total Non-Production Q&M

Totad Non-Fuel CAM

Total O
Depreciation Expanse
Amaoet ITC
Amort of Property
Blaciric Incoma Taxes

Taxas Other
Total Depr, Amort & Taxes

Totel Uity Oparaling income

AFUDC - Equity
Eamings on Temporary Cash
Ciher Income
Other Income Daductions
Amort of ITC
Taxes Other Then Income Taxes
income Taxas

Total Other Income

income Befors nteroat

Note: Totals may not edd due ko rounding.

GULF POWER COMPANY

INCOME STATEMENTS
For the Twelve Montha Ended May 31, 2003
{Thousands of Doliars)
TOTAL
12 NONTHS
2002 2000 DED
Pl | AL AUG SEF o1 .41} BPEG JAN ER MAR APR MAY MAY 2003
744 762 703 ase 627 616 623 662 o4 834 €97 688 8,089
2,80 2,000 2722 2,755 2743 2,722 2,740 2,867 2867 2,835 2,843 2,024 33,799
2,702 2,751 2,668 2732 2,767 2,604 $ 2522 3% g‘.;fg 2472 2,636 g fg
427 3,396 3450 3,400 I
L 1 e [ 3
18,662 18,350 15,318 18,807 16,084 (TET3] 17,002 50 17.m2 18,321 17,902 17,268 201,325
7,00 55397 55,101 45,063 41524 39,936 38,600 42214 40,500 40,029 937,925 42,440 527,796
672 8,392 8,400 6413 6,431 6,441 6,490 6,5% 6.546 6,566 6.564 8,576 77,720
{153) (163) {153) (153) (153) {153) (145) {1563) (163} (153) (153) (153) (1,831)
383 388 288 388 329 3838 308 260 260 260 360 260 4517
3,650 4371 4,908 2,755 . :: 4%) s:s 2@1 (127 5(490) (1,12233 1,482 18,358
5, BA11 5,668 5,063 42 248 4511 B, 4 240 4,421 5,056 59,746
15,% 16,408 17,269 14,456 11,614 10,360 12,753 14,172 ) 1',5% 1,608 10,085 13,202 158,510
10,023 11,238 12,126 8,579 5,024 3207 5,604 7,650 4,078 3450 2481 64 20,185
81 63 66 68 7 T4 78 . . . . 5 481
{8) (7) L] {8) {5) (11) 1 3 3 2 2 (4) (36)
17 174 174 178 177 180 185 188 185 353 172 217 231
Ty 7 ) {6} @ (e} {14 4] @) @ n {7} {6s)
{50) {60} - {50) {50} (51} (55) {513 (44) (43) 116 {4 (66} La).m
(81) (81) &7 (57) {54) (56) {41) (114) (112} {228} (+16} {148} {1.104}
o572 1,175 12,079 8522 4970 231 5,853 7444 2565 2,230 2383 8AT? 70,082
2,008 2,3 2913 233 2,06 26 296 24916 2916 2916 2916 29186 34,965
88 134 89 53 5 48 108 165 120 i3] 119 145 1,192
153 153 154 154 153 153 152 163 153 153 153 147 1.831
723 723 ™7 723 723 723 723 723 723 723 123 723 8,676
100 TA T4 74 2 75 75 75 75 75 76 75 a2t
26) B0 _ (31} s.%] {33) {35} {38} o = - - - (225}
EEI] 3,967 3952 3884 3,800 3,038 4,032 3,967 3,958 3,966 4,006 47,960
6,087 7,208 8,167 4837 1,006 (70 1,718 3,412 = (728 [1.621) 2,471 a7z
18 18 18 18 18 18 18 18 18 18 18 10 218 §
0% 70 BT s iow  (eon e Saw  @g  Gah (e 2a TS0 o >
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GLULF POWER COMPANY

UTILITY PLANT BALANCES
For the Periode Ended May 2002 through May 2003
{Thousands of Dollars)
2002 2003
MAY JUN 1LY AUG SEP ogY NOY pEC JAN R MAR APR MAY
PLANT SUPPLEMENTAL BCHEDILE
Non Daprecisble;
Initiaf Baginning Baiance 14,888 14,668 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108 15,108
Additions - 420 - - o o - - - - - o o
Retiraments o o o o - - - - - o - o o
Adjusimonts - - - = - - o D o - . = -
Ending Balance 14,688 15,1_(! 15,108 15108 15108 15,10& 15,108 15,108 15,108 15‘108 15,108 15,108 15,108
Deoreciable:
Initia! Baginning Balance 2008810 2221413 2232749 2235056 2237308 22440860 2248096 2251379 2283278 2205658 2288451 2282188 2205518
Addftions 213328 12,607 aa1s 3,374 7472 4,483 3.128 41,285 2,920 3,974 4,547 4,122 4174
Retiroments 725 1,381 +.008 1,122 57 450 446 9,306 54g 581 Biz 790 1123
Adjusments = - = - o o - 2 g o = - =
Ending Balance 3 55,668 22804
Elam Held for Future Use
inifial Baginning Balance 3.164 3,164 3,164 3,184 3,164 3,184 3,164 3,164 3,164 3.184 3,164 3,164 3,164
Adpustments & Transfers - - - - - - - - - - - . -
Ending Batance 2164 3”0‘ 3,164 164 3,164 Gi‘lﬂ‘ _3J1BQ 3,164 3,184 3,164 3,164 3164 3,1 64
Inttial Baginning Balance 248,026 45,553 33,976 41,804 43,348 40,818 41,302 43,287 5,563 10,040 11,205 12,673 13,797
Additions 10,855 7.540 5203 4,858 5,140 5,168 5124 8,951 3,088 4,539 8,015 5248 5161
Complstiona 213,328 13117 3ns 3374 7472 4,483 3129 41,265 2829 3,374 4547 4,122 4,474
Adustmesii & Transfers o . o . - = 2 = i o o . -
Ending Bakance 45,553 39l976 11_234 43,348 30618 41 L@_Q 43,207 B,8a3 10,040 11 Eﬁ 12,673 1387 14,784
Initial Baginning Balance 50t0 4 989 4967 4,946 4925 40904 4 863 4 881 4840 4819 4,798 476 4755
Adjstments & Transters 21) 22) (21} (21} (21) ) {22} 21) (21) _{2h) {22} 21) (21}
Endfing Balance 4,900 4.967 4848 4925 4,904 4,8E 4,081 4 340 4819 4& 4776 4,755 4,734
Toka! WAy Plant
ini¥ial Baginning Balance 2210000 2280807 2205964 2300,138 23030853 2308455 2,313,153 2317000 2315373 2318789 2322726 2,327,907 2,332,342
Addtions 10,855 7.540 5,203 4,858 5,140 5,160 5,124 8,951 3,968 4,539 6,015 5,248 5,181
Rutiroments T25 1361 1,008 1122 817 450 446 8,360 540 581 812 730 1.123
Adjustments & Transfers {21} (22} (21} {21} {21) 21} {22 21) (21} 21) _{22) (21) (21}
Ending Batance pe 2317809 2315373 7858 3070 32 342 B
Initia Baginning Balance 36,000 941, 442 945,760 952 535 258,137 964 401 870,751 arroem 973,090 978.450 805,785 991,878 998,026
Provision for Depreciation 5773 8375 8,395 0,402 a8 8434 B444 6,493 6,542 6,548 6,559 6,567 B570
Prowision for Amortizakion 421 421 4 421 421 41 422 422 395 395 305 396 397
Retirements 725 1,361 1,008 1,122 517 450 446 9,368 549 581 812 50 1,123
Remcval 21 34 83 it 147 154 150 1,641 155 167 213 193 2F7
Satvage 176 197 151 -2 112 299 e g1 136 120 184 168 217
Ending Balance 241442 848,760 ME 958,137 264,401 870,751 977 0N 273,080 979459 965,?85 991,878 998008 1 003 819

Mot Totaks may not add dus to rounding.
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Florida Public Service Commission
Dockset Na. 010949-EF

GULF POWER COMPANY
Witness: R. R. Labrato
Exhibit No. ____ (ARL-1)
Schedule &
FPage t of 2
Gulf Power Company
13-Month Average Rats Base
for the Period Ended May 31, 2003
{Thousands of Dollars})
(1) (2 (3) ) (5) (6)
Regulatory Total Jurisdictional

Total Adjustments  Adj UPS System  Jurisdictional Adjusted

Description System #  Amounts  Adjusted Factor ™ Rate Base
Plant-in-Service 2,277,763 (73.477)| (1-3)| 189,273 2,015,013 09759203 1,966,492
Accumulated Depreciation and Amortization 972,552 {(17.109)( (4-8)| 79,207 876,236 (.9747363 854,099
Net Plant-in-Service 1,305,211 (56,368) 110,066 1,138,777 0.9768313 1,112,393
Plant Held for Future Use 3,164 3,164 0.9687105 3,065
Construction Work-in-Progress 28,264 {11,528} (9-11] 375 16,361 0.9687672 15,850
Plant Acquisition Adjustment 4,861 4,861 [ - 0
Net Utility Plant 1,341,500 (67,896) 115,302 1,158,302 09766852 1,131,308
Woarking Capital Allowance 67,951 971 | (12) (420) 63,342 0.9690231 87,194
Total Rate Base 1,409,451 (66,925} 114,882 1,227,644 0.9762618 __ 1,198502
Net Operating Income ..80,185 61,378
Rate of Return —_—58% —_—512%
* Sese page 2

* See O'Sheasy Scheduie 1




Schedule of Adjustments to Test Year
13-Month Average Rate Base
for the Period Ended May 31, 2003

Florida Public Service Commission
Docket No. 010949-Ei

GULF POWER COMPANY
Witness: R. A. Labrato

Exhibit No. _____ (RRIL-1}
Schedule 6

Page 2 of 2

{Thousands of Dollars)
b {2) (3) (4)
Total Jurisdictional Total Jurisdictionat
Systemn Allocatlon  Jurisdictional Revenue
Description of Adjustments Adjustment Facior Adjustment Effact

{1) Plant-in-Service - Applianca Sales (289) 1.0000000 {289) (36)
(2) Plant-in-Service - Environmental Cost Racovery Clause (68,202} 0.9842371 {65,763) {8.240)
(3) Plant-in-Service - Energy Conservation Cost Fecovery Clause {4,986} 1.0000000 (4,986) (625)

{4) Accumulated Depreciation - Appliance Sales 115 1.0000000 s 14

{5) Accumulated Depreciation - Environmental Cost Recovery Clause 19,743  0.9642371 19,037 2,385

(8) Accumulated Depreciation - Energy Conservaiion Cost Recovery Clause 204  1.0000000 204 26
(7) Accumulated Depreciation Adjustment - Depreciation Study {1,200) 0.9747363 {1,170} (147)
{8) Accumulated Depreciation Adjustment - Smith CC Depreciable Life {1,753) 0.9642377 {1,690) (212}
{9) CWIP - Energy Conservation Cost Racovary Clause {2,083) 1.0000000 {2,083) (261)
{10) CWIP - Interest Bearing {9,018) 0.9687672 {8.734) {1,094}
{11) CWIP - Environmenital Cogt Recovery Clause {429) 0.9642371 (414) {52)

{12) Working Capital Adjustments (See Schedule 7) 971 09783728 950 119
Totat Adjustments _(66,925) (64,823) (8,123)




Florida Public Service Commission
Docket No. 010949-E|

GULF POWER COMPANY
Witness: R. R. Labrato
Exhibit No. _____ (RRL-1)
Schedule 7
Gulf Power Company
13-Month Average Working Capital
for the Perlod Ended May 31, 2003
(Thousands of Dollars)
Total Company Working Capitail:
Other Investments 9,072
Current Assets 206,812
Deferred Debits net of Cap Struc ltems 11,861
Current Liabilities net of Cap Struc Items (74,194)
Deferred Credits net of Cap Struc ltems (34,131)
Noncurrent Liabilities (Reserves) (51,469)
Total Company Working Capital 67,951

Adjusiments fo Working Capital:

Adjustments to Other Invesiments
Funded Property Insurance Reserve

Adjusiments to Current Assetfs
Accounts Receivable-Appliance Sales (net)
Loans to Employees
Interest & Dividends Receivable
Clean Air Act Emission Allowance Inventory

Adjustments to Deferred Credils
Deferred Interest Revenue - Appliance Sales
Loss On Sale Of Railcars
Gain on Sale of Clean Air Act Emission Allowances

Adjusiments to Non-Current Liabilities
Operating Reserves

Total Adjustments to Working Capital (Adjustment 12)

(8,264) (8,264)

(80)
(814)
(184)

{82) (1,160)

25

533
677 1,235
9,160 9,160

971




Florida Public Service Commission

Dockat No. 610949-El
GULF POWER COMPANY
Witness: R. R. Labvato
Exhibit No. {RAL-1)
Schedule 8
Page 10f3
Gulif Powar Compony
Nat Opsrating Income
for the Twelve Manths Ended May 31, 2003
(Thousands of Dollars)
{ ] (3) {4) ()] ()]
Reguictory Jurlsdictional
Total  Adlustments  Adi. UPS Systern  Jurlsdictional Ad|justed
Description Systern * # Armounts _ Adjusted Factor ** NO|
Oparating Ravanuss:
Sales of Electriclty 733,472 (346,645} (1.2,4.5)) 21.903 354,924 0.9834870 368,898
Other Operating Revenues 33019 {18,934} (3 14,085  0.9809017 13,814
Total Operating Revenuas 766,491 {365.579) 21,903 379,009 0.9833909 372,14
Oparating Expenses:
Operation & Maintenance
Fuel Expsnse 308,818 (30B.818)| (&) o} - 0]
Purchased Power-Energy 14,161 04360 D G - o
Purchcsed Power-Copacity 3,492 (3.492)| (8) o - 0
Other Operation & Maintenonce 201,325 77540 3-17) 7217 186,354  0.9788843 182.419
Depreclailon & Amortization 82,237 1,679 | (18-213 4,386 79,530 0.9752798 77,664
Armortization of Investment Cradit {1.831) (332) (1.49%9) 097583169 {1.462)
Taxes Other Than Income Taxes 59,746 (21.477)| (22-27 665 37.604 09831135 36,969
Income Toxes:
Federal 21,765 (6451 (28,29 2,656 18,464  1.0342328 19,109
State 3,594 (108)| (28.29) 442 3044  1.034B226 3150
Deferrad Incoms Taxes - Net
Federai {6.296) (733 (5,563 10434932 {5.805)
State {705) 22 (583y 1.0434932 {508}
Tota! Operating Expenses 486,306  (354.778) 14,179 317,351 311,33
Net Operating Income 80,185 (10,803) 7724 61,668 61,378

* Seo pages 2and 3
* See Q’'Sheaosy Schedule 1




"‘
Schedule of Adjustments to NOI

For the Twedve Months Ended May 31, 2003

Revenues
Mousands of Dollars)

a (2

Florida Public Service Commission
Docket Mo, 010849-El

GULF POWER COMPANY
Witness: R. R. Labrato

Exhibit No. ____ (RAL-1)
Schedule 8

Page 2 of 3

@ __ &)

Dascripion of Adustment

Scheduls Systern  AllocationJurisdictionat

Refersnce Amount  Factor

NOI Revenue
Effact Effect

(1) Fuel Clause Revenues
(2) ECCR Clause Revenues

(3) Franchise Feg Revenues

{d) PPCC Recovery Clause Revenues

(5) ECRC Revenues

Toral Revenue Adjustments

Sch.w (326,847 Olect
Sch. 10 (5.414) 1.0000000

{18,934) 1.00000C0

Sch, 11 {3,455} 1.0000000
Sch. 12 (10,9293 1.0000000
365,679

(136,303) 225,809
(3,326) 5,510
(11.630) 19,267
(2,122) 3515

(&713) 11,121

(160.004) 265,222




Florida Public Service Commission
Dacket No, 010549-El

GULF POWER COMPANY
Witness: R. R. Labrato
Exhibit Na. ____ (RRL-1}
Schedule 8
Page 3 of 3
Gulf Power Compaony
Schedute of Adjusiments to NO}
For the Twelve Months Ended May 31, 2003
Expenses
(Thousands of Daltars)
) 3] & G _&
Schedule Systern  Allocation Jurlsdictional NOI Revanue
Descrigﬂon of Adlustment Reference Amount Factar Arnourt Effect Effect
{6} FuslExpense Sch, 9@ (308,818) 0.6758350 (208,710) 128,200 (212.385)
(7) Fuel Portlon of Interchangse Energy Sch, @ 14,181y 0.6758380 {9.570) £.878 (9. 738)
{(8) PPCC Recovery Clause Expense In O&M Sch. 11 {3,492y 0.9642371 {3,367 2.068 (3.428)
(%) Marketing Supp Act /Bulk Power Energy Scies {304y  1.0000000 {304) 187 [&}]9))
(10) ECCR Clause Experse In O&M Sch. 10 4,312y 1.0000000 {4,312 2,649 4,389}
(11) Management Tox Preparation Services & 0.9786848 (&) 2 (&)}
(12) Economic Development (63)  1.0000000 (63} 33 (55}
(13) Talahassee Reguiatory Office Q&M {226) 09786848 (2213 136 (228
(14) Purchased Transmission (Acct 565) Sch. @ (2000 0.475B350 (135) 83 {138y
{18} Industry Association Dues Sch. 13 (15 1.0000000 {15} g 41)]
(16) ECRC Expanse in Q&M Sch. 12 (3.199)  (.9642371 (3.085) 1.895 (3,139
(17) ©&M Portion of Dsprecicfton Study Adjustment 55¢ 09788840 847 {336) 557
{18) ECRC Depreciafion Seh. 12 (2.501) 0.9642371 2412 1.482 {2,455)
{19y ECCR Clause Depreciation Sch. 10 (144)  1.0000000 (144) 88 (148)
(20} Depreclotion Study Adhustment 815 0.9752708 795 {488) 808
{21) Smith CC Deprecicble Lite Adjustment 3509 (0.9642248 3,383 (2,078) 3,443
{22) ECCR Clause Experse In Other Taxes Sch, 10 (164)  1.0000000 (164) 101 (167
(23) Franchise Fee Expense (18.446)  1.0000000 (18,446 11,330 (18.770)
{24y Payroll Taxes - Lobbying Otfice Salaries (0 09822170 Q0 <] H41w)]
{25) ECRC Property Taxes (Other Taxes) Sch. 12 (403) 0.9642371 (389 23¢ (3963
(26} Toxes Other Than ncome Taxes Sch. 15 (4,307  1.0000000 4,307 2,646 (4.384)
(27} Annualized Property Tax Adj - Smith CC 1.853 0.9642363 1,787 ¢1.098) 1,819
(28) Tax Effect of Adjustrents - Federal Sch. 16 @822 NfA {3,803} = -
- State (536) N/A %32) - -
{28 Tax Effect of interest Synchronization Sch 17
- Faderal 3177 0.9037922 3,157 {3.167) 5,230
- State 528 0.9937922 525 {525} 870
Totgt Expense Adjustments (354.776) (249.889) 149.350 (247424)




Flotida Pubiic Service Commission
Docket No. 010949-E

GULF POWER COMPANY

Witness: R. R. Labrato

Exhibit No, __ (RRL-1)

Schedule 9
Gulf Power Company
Fue! Clause Revenues and Expenses
For the Twelve Months Ended May 31, 2003
(Thousands of Dollars)
Amount
{1) Fuel Clause Revenues:

Retail Fuel Clause Revenues 221,901
Wholaesale Fuel Clause Revenues 7.494
Wholssale Fuel in Base Rates 0
Interdepartmental Sales 0
Non-Territorlal Fuel Revenues

Associated Companles Sales 72,997

SWE 566

Unit Power Sales 21,350

Opportunity Sales 2,539
Total Fuel Clause Revenues (Adj. 1) 326,847

{6, 7, & 14) Fuel Clause Expanses:

Fuel Exp. per the Income Statement (Adj. 6)

Coal 205,824

Natural Gas 12,000

Lighter Oil and CT Fuel 90,994 308,818
interchange Energy-Fuel Portion (Adj. 7) 14,161
Purchased Transmission (Adj. 14) 200
Revenue Taxes @ 1.572% (All Retail) 3,488
Total Fuel Clause Expenses 326,667

Net Over / (Under) Recovery of Fuel Expenses 180




Florida Public Service Commission
Docket No. 010949-Ei
GULF POWER COMPANY
Witness: R. R, Labrato
Exhibit No. __ (RRL-1)
Schedule 10
(aulf Power Company
Energy Conservation Cost Recovery (ECCR) Clause Revenues and Expenses
For the Twelve Months Ended May 31, 2003
(Thousands of Dollars)

Amount
(2) ECCR Clause Revenues 5414
(10, 19, & 22) ECCR Clause Expensas
ECCR Ciause Expense in O&M (Adj. 10)
Customer Service & Info. 3,991
Administrative & General 321 4,312
ECCR Clause Depreciaton (Adj. 19) 144
ECCR Clause Expense in Other Taxes (Adj. 22)
Property Taxes 58
Payroll Taxes 106 164
Revenue Taxes @ 1.572% 85
Carrying Costs of ECCR Clause Investment 715
Total ECCR Clause Expenses 5,420

Net Over / (Under) Recovery of ECCR Clause Expenses ©)




Florida Public Service Commission
Docket No. 0109249-El

GULF POWER COMPANY

Wilness: R. R. Labrato

Exhibit No. ___ (RRL-1)

Schedule 11
Gulf Power Company
Purchased Power Capuacity Cost (PPCC) Recovery Clause Revenues and Expenses
For the Twelve Months Ended May 31, 2003
{Thousands of Dollars)
Amount
(4) PPCC Recovery Clquse Revenues:
Retall PPCC Recovery Clause Revenues 4,746
Amount in Base Rates {1,652
Associated Companies Capacity Sales 361
Non-Associated Companies Capacity Sales 0
Total PPCC Recovery Clause Revenues (Adj. 4) 3.455
(8) PPCC Recovery Clouse Expenses:
PPCC Recovery Clause Expense in O&M (Adj. 8) 3,492
Revenus Taxes @ 1.572% (All Retail) 75
Total PPCC Recovery Clause Expenses 3,567

Net Over / (Under) Recovery of PPCC Recovery Clause Expenses (112
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Gulf Power Company
Environmental Cost Recovery Clause (ECRC) Revenues and Expenses
For the Twelve Months Ended May 31, 2003
{Thousands of Dollars)

Amount
{8} ECRC Revyenues
Retail ECRC Revenues (Adj. 5) 10,929
(16, 18, & 25) ECRC Exponsas
ECRC Expense in Q&M
Production Q&M - Demand Related 729
- Energy Related 1,588 2,317
Transmission O&M - Demand Related {283
Distribution ©&M - Demand Relatad 1,165
Admin. & General Q&M - Energy Related 0
Total ECRC Expense In O&M (Ad). 18) 3.199
ECRC Depreciation
Demand Related 653
Energy Related 1,848
Total Depreciaiion (Adj. 18) 2,501
ECRC Property Taxes
Demand Related ae1
Energy Related 12
Total Property Taxes (Ad]. 25) 403
Revenue Taxes @ 1.572% (All Retail) 172
Carrying Costs on ECRC Investment 5,029
Total ECRC Expenses - System Arnount 11,304
Total ECRC Expenses - Jurisdictional Amount 10,935

Net Over / (Under) Recovery of ECRC Bxpensses (&)




GULF POWER COMPANY
Indusitry Association Dues
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Schedule 13

For the Twelve Months Ended May 31, 2003

Professional and Industry Organizations
Am. National Standards Institute (ANSI)

American Society of Quality Management
Assoc. of Edison lll. Company's (AEIC)
Edison Electric Institute (EEI)

Equal Empioyment Advisory Council
Financial Accounting Standards Board (FASB) Contribution
Fla. Elec. Power Coord. Group (FCG)
Florida Reliability Coord. Councit (FRCC)
Gulf Coast Economic Club

Propenty Tax Appraisers Association
Southeastern Electric Exchange (SEE:)
SE Reliability Council (SERC)

Subtotal

Area and Economic Development Organizations
Associated Industries of Florida {AlF)

Bay County Economic Development Alliance
Chambers of Commerce

Florida Council of 100

National Association of Mfgs. (NAM)

Okaloosa Economic Development Council
Warrior-Tombigbee Waterway Association
Washington County Economic Development Council

Subtotal
Total All

Percentage Disallowed

Industry Association Dues Disallowed (Adj. 15)

Amount
Accounts 930-200

& 930-205

$ 4,000
2,048
600
98,917
1,430
2,391
50,600
24,000
1,000
50
10,000
64,848

$ 259,884

7,000
1,243
32,690
3,100
2,500
363
500
1,243

$ 48,639

$ 308,523

5.00%

$ 15,426
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USA

Deloitte
Memo | &Touche

Date:  August 20, 2001

To Paul Trippe (Gulf Power)

- From:  Don Roff (D&T - Dallas)

Subject: Depreciable Life of Combined Cycle Unit

1 have reviewed the capital forecast for the Smith Unit 3 Combined Cycle Unit. I have further reviewed
the data requests and responses of Florida Power & Light Company on this subject, as well as the
manufacturer’s information you provided. Based upon this and our discussions, it would seem that a
reasonable life span to use for this facility is 25 years. The Energy Budget indicates annual operations of
roughly 7,200 hours at a capacity factor of about 50%. Clearly, this unit will be operated in a cycling
mode. For purposes of this discussion, I define a cycle as a load shift of at least 150 mW. With a total
life limit of about 5,000 cycles, it is estimated that there will be between 200 and 250 annual cycles. This
produces a conceptual span life of 20 to 25 years. The practicalities of the changing technologies and
extensive periodic maintenance and capital activity indicate an even shorter average life. I have selected
a life span of 25 years.

The capital forecast indicates that roughly 5% of the asset base is spent every three years. Thus
approximately 60% of the facility would last for 25 years and approximately 40% would have a life of
about half that:

60% @ 25 years = 15.0
40% @ 12.5 years= 5.0

20.0 years

Thus I propose an average service life for depreciation purposes of 20 years.




Gulf Powet Company
Taxes Other Than Income Taxes Adjustment
For the Tweive Months Ended May 31, 2003
{Thousands of Dollars)

(26) Taxes Other Than Income Taxes Adjiusiment
Revenue Adjustments:
Retall Fuel Clause Revenues (Retall Portion of Ad. 1)
ECCR Clause Revenues (Ad]. 2)
Franchise Fee Revenues (Ad). 3}
PPCC Recovery Clause Revenues (Sch. 11)
ECRC Revenues (Adj. 5)

Total Revenue Adjiustments

Gross Receipts Tax @ 1.50% (Note 1)
Gross Receipts Tax on Franchise Fee Revenue @ 2.5% (Nofe 2)
FPSC Assessment Fee @ .072% (Note 3)

Total Taxes Other Than Income Taxes Adjustrnent (Adj. 26)

Florida Public Service Commission
Cocket No. Q10949-El

GULF POWER COMPANY

Witness: R, R. Labrato

Exhiblt No. ____ (RRL-1)

Schedule 15

Amount

221,901
5414
18,934
4,746

10,929

261,924

3,645
473

189

4,307

(1) Catculated on the revenues collected in base rates (retail fuel, ECCR, PPCC, and ECRC

revaenues above) at 1,.5%

{2) Calculated on franchise fee revenues (adj. 3) af the 2.5% rate 1o reflect franchise fee

collection factor

(3) Calculated on total revenue adjustments
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Scheduie 16

Gult Power Company
Income Tax Adjustment

For the Twelve Months Ended May 31, 2003
{Thousands of Dollars)

Amount
(28) Income Tax Adjustment of Revenue and Expense Adjusiments
Revenue Adjustments 1 - 5 (Schedule 8, p. 2 of 3) (365,579
Expense Adjustments 6 - 27 (Schedule 8. p. 3 of 3) (354.023)
Net Increase to Taxable Income {11,556)
Feaderal Income Tax @ 33.075% (3,822
State Income Tax @ 5.5% {636)

Total Tex Effect of Adjustments (Ad]. 28) (4,458)




interast Synchronization Adjustment
For the Twelve Months Ended May 31, 2003
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Schedule 17

(Thousands of Dollars)
Amount Cost Rate Expense
Total Company
Long-Termn Debt 494,855 7.11% 35,184
Short-Term Debt 18,393 6.02% 1,107
Customer Deposits 13,425 5.98% 803
{TC-Debt Cormponen” 9,276 7.11% 660
Total Synchranized Interast 37.754
Total Company Interest Expense 47,360
Difference (9.6063
Federal Income Tax € 33.075% 3.177
State Income Tax @ 5.5% 528
Total Tax Effect of Interast Synchronization (Adj. 29) 3,705
Juidsdlctionat
Long-Term Debt 437,913 7.08% 31.004
Short-Term Debt 17.801 6.02% 1.072
Customer Deposlits 13,249 5.98% 792
MC-Debt Component 7.055 7.08% 499
Total Synchronized Interest 33,367
Total Company Interest Expenss 47,360
Less: Unit Power Sales interest 3,404
43,956
Jurisdictional Factor 0.9762618 42,913
Faederal Income Tax @ 33.075% 3,157
State Income Tax @ 5.5% 525
Total Tax Effect of Interest Synchronization {(Ad]. 29) 3.682
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Page 1 of 4
Gulf Powar Compuany
13-Month Average Jurisdictional Cost of Capital
for the Period Ended May 31, 2003
Hem Description Jurisdictional Ratio Cost Rate Welghted
Armount Component
{30005y % % %
Long-Term Dett 437,913 36.54 7.08 2.59
Short-Term Debt 17.801 1.49 &.02 0.09
Preferred Stock 99,5465 8.31 5.01 0.42
Common Equity 491,919 41.04 13.00 5.34
Customer Deposits 13,249 1.1 £.98 Q.07
Deferred Taxes 121,471 10.13 0.00
Investment Credit - Weighted Cost 16,584 1.38 .70 0.13
Tatal 1,198,502 100.00 B.64




13-Month Avesoge Capital Shucture
2002 - 2003
(Tousands of Dollars)
(U] (3 4 ) 5 €] (8) & [y) a {2
Prefomed Stock Liss:
ksuance Unomordized
Experse Lioss: Prewn., Disc., Less: Totol Adjusted
Previowusly Common  suing Exp. & bLess: Unit Power Other Captial Jurisdictional
Total Charged to Dividends Loss on Nor-Utitty Soles Rate Bcse Structre  Jusdictionol  Capital
Comporny Retalned Eamings Doclored Reacquied Debd_Adjustiments  Investment  Sublofol  Ratio Adhstments  Net of UPS Factor Structure
534.632 18,690 42,884 473.058 3655 24378 448,680 09750026 437.913
19.233 19,233 1.49 94 18.23%  0.976002 17801
16,613 (.604) 5364 107,555 8.a1 5542 . 102013 09760024 99.565
547.188 2.604 (10,175) 583 27975 539 4106 27.385 804014 0.9760026 91,919
13,949 13969 108 720 13246 1.0000000 13.249
152,000 30.5m 121,189 9.3 46,243 114945  D.9750026 112,188
12.582 2557 10025 077 514 9511 0.9760026 9.283
2113 4.200 17.912 1.38 920 16,992 097560026 16.584
1,418,420 0 (10,175 _18.690 683 114,862 1.294.340 100.00 56,696 1,227,644 I, 198,502
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Schedule 18
Page 3of 4
13-Month Avarage Cost of Long-Temn Debt
ot May 31, 2003
a [¢3)] 3 4 (5} {&) D) & %
Unomortized
Prermn.. Disc.,
lssubng Exp. & MNet Intarast Annual
Issties Issue Date Maturity Date  Principai Loss on 4)-(8) Amorlzation (x4 Total Cost
Regcquired Debi 7+ (8)
& 1/2% Series due 2006 11-01-9¢ 11-01-06 25,000 256 24,744 &5 1,625 1,690
& 7/8% Serlas due 2026 01-01-94 0M-01-26 30,000 500 29,500 22 2,063 2,085
7 1/2% Serles due 2001 10-13-71 10-01-01 ¢] 0 0 33 o] {33)
7 1/2% Seres dus 2003 05-01-73 05-1-03 1] 30 (30) 72 0] 72
& 3/8% Serles due 2007 03-17-77 03-01-07 0 a72 472y il a m
9 % Series due 2008 09-28-78 09-01-08 0 342 (342) 59 0 59
10 1/4% Serles due 2009 06-01-79 05-01-09 0 687 (687 i07 4] 107
15 % Series due 2010 02-28-80 02-01-10 1] 1,740 (1740 243 0] 243
10 1/8% Seres due 2016 02-19-84 02-01-16 o 2,232 (2.232) 1&% 0 169
8 3/4% Serles dus 2021 11-01-21 1-01-21 0 2,880 (2.880) 152 0 152
6.70% Sr. Insured Note 06-24-98 06-30-38 48,002 1,430 46,552 68 3216 3,284
7.05% Unsacured Note 08-1599 08-15-04 50,000 80 49,920 48 3,825 3.573
& 1/8% Series Due 2023 07-01-93 07-01-03 30.000 41 29.95¢ 1 1.838 1,909
7.5% Jr. Subordinated Note  08-01-97 06-30-37 20,000 640 14,360 1% 1,500 1.519
7.75% Note 06-01-01 06-01-3 80,000 a] 80.000 0 6,200 6,200
7.05% Note 06-02-1 06-02-1 20,000 0 20,000 ¢] 1410 1.410
7.65% Note 100101 10-01-31 10,000 0 10,000 0 765 765
7.30% Note 10-02-01 10-02-11 10.000 o] 10,000 0 730 730
7.50% Note 03-01-02 03-01-12 30,000 0 30.000 0 2,250 2,280
7.70% Note 03-02-02 03-02-32 12,000 0 12,000 o 924 924
Pollution Control Bands
5.25% PCB Due 2006 04-01-94 04-0106 12,075 126 11,949 38 634 &72
570 PCB Dus 2023 10193 1101-23 7.875 225 7.650 1 449 460
8 % PCB due 2004 12-01-74 12-01-4 0 35 (35) 17 0 17
6 3/4% PCB dus 2006 05-M-76 05-01-66 0 49 {49 14 0 14
6.00% PCB dus 2004 H-01-74 10-01-6 0 50 (&%) 15 o] 15
51/2% PCB due2026 02-01-96 02-01-26 21,200 427 20,773 18 1.166 1.184
S$90% Note due 2003 08-01-80 11-01-03 a 4 ()] 4 a 4
11 1/2% PCB dus 2011 05-20-81 05-01-11 0 464 (464) 55 a 55
12 3/5% PCB dus 2012 08-01-82 08-01-12 0 728 (728) 75 ¢ 78
10,00% PCB due 2013 08-24-83 08-01-13 0 547 (547 51 0 51
101/2% PCB due 2014 12-01 -84 12-01-14 0 874 (674) 73 a 73
8 1/4% PCB due 2017 0s6-01 -87 06-01-17 0 4% (949 65 0 &5
7 1/8% PCB due 2021 040191 04-01-123 Q 683 (685 37 0 37
& 3/4% PCB due 2022 03-01-92 03-0n-22 4] 387 (387 20 0 20
5 4/5% PCB Due 2023 060193 06-01-23 32,550 527 32023 26 1,888 1.4
& 1/5% PCB Due 2023 04-0193 04-01-23 13.000 320 12,680 16 806 822
6.30% PCE Due 2024 03-01-94 0%-01-24 22,000 460 21,540 21 1,386 1,407
Var Rate PCB 09-01-94 2-01-24 20,000 191 19.80% @ 845 855
var Rate PCB 070197 07-01-2 37.000 251 36,749 13 1.567 1.580
Yar Rote PCEB 07-01-97 07-01-22 3,930 34 3,898 2 166 168
Total Lang-Terrmn Debt 534,632 18,490 515,942 1753 34,954 36,707
Embeaddsed Cost of Long-Term Debt 7.11%
Less: Adjustrnent for Unit Power Sales 42,884 0 42,884 1] 3,228 3.228
Long-Term Dabt net of UPS 491,748 18.690 473,058 1,753 31,726 33.479

Embedded Cost of Long-Tarm Debit net of UPS

7.08%



GLLF POWER COMPANY
13-Month Average Cost of Preferred Stock

al May 31, 2003
)] 4] 3 G (5) ()] 16 (8) (9 aom )]
Dividends
After-Tax (Premiurn) Declared Net
Cost Rates Cument of Issue  NefProceeds andPuid  Amortizotion of  Dividends  Cost of Money
Issue (A) Issue Date  Cdll Price  Principal  Discount  Expense (D56 Mx{DH Expenses (8)+(%) Q0 /(D
Prefered Sock
4.64% 4.64%  11-1580 1056.000 1,250 (21) 351) 1,622 58 (tH a7 290
5.16% 6.16% 07-07-60 103.468 1,358 ()] 27 1.337 70 ] 70 5.24
5.44% 544% 061566 103.060 1,628 (13) 13 1,628 89 0 8y 5.47
7.52% 752%  03-06-69 103.500 f] a7 165 {148) ] .| 4 0.00
7.88% 7.88% 051672 102.470 o (15) 120 (105) 0 3 3 0.00
7.00% 7.00% 012392 107.000 1] 0 1.474 (1.474) 0 43 43 000
7.30% 7.30% 08-2792 107.300 o 0 333 (333) G 10 10 0.00
6.72% 6.72% (09-29.9) 106720 o 0 603 (693) 0 17 17 G.00
vor Var 110393 ] 0 381 {381) 0 11 X 0.00
Trust Preferrod Sacurities
7.625% A68% 013197 40,000 1.0V7 222 38,761 1,872 36 1,908 4.92
7.00% 430% 012098 45,000 1.245 140 43.615 1.935 g 1,974 453
8.25% 507% 10-010% 20,000 0 0 20,000 1014 0 1.014 507
8.25% 507% 10-01-0t 10.000 0 0 10.000 507 1] 507 5.07
Total Preferred Stock 119.236 2190 3127 113.919 5.545 152 5,697 5.00%
Less: Adjustment for Unit Power Sctes 6,364 6,364 309 kY
Preferred Stock net of UPS 112,872 107.555 5.236 5,388 501%

Notfe (A): The after-tox cost rates for trust preferred securtties are caleulated by muttiplying the nominal issue rate by (1 - Weighted Income Tax Rate of 38.575%) or 61425,
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Gulf Power Company
Calculalion of Revenue Deficiency
For the Test Year Ended
May 31, 2003
(Thousands of Doliars)
Schedule
Reference Amount
Adjusted Jurisdictional Rate Base Schedule 6 1,198,502
Requested Jurisdictional Rate of Return Scheduie 18 8.64%
Jurisdictional NOI Required 103,551
Less: Achieved Adjusted Jurisdictional NO! Schedule 8 61,378
Return Requirement (After Taxes) ) 42,173
Net Operating income Muttiplier Schedule 20 1.656666

Revenue Deficiency 69,867
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Gulf Power Company
Revenue Expansion Factor & NOI Multiplier
For the Test Year Ended
May 31, 2003
Line
No. Description Percent Percent
1 Revenue Requirsment 100.0000
2 Gross Receipts Tax Rate 1.5000
3 Regulatory Assessment Rate 0.0720
4 Bad Debt Rate * 0.1583
5 Net Before Income Taxes 98.2697
M-@-@ -4
6 State Income Tax Rate 5.5000
7 State income Tax (5) x (6) _ 5.4048
8 Net Before Federal Income Tax (5) - (7) 92.8649
9 Federal income Tax Rate 35.0000
10 Federal Income Tax (8) x (9) 32.5027
11  Revenue Expansion Factor (8) - (10) 60.3622
12 Net Operating income Multiplier 1.656666
(100% / Line 11)
* Provision for Bad Debt Accrual (Fer MFR C-25) 1,011,692
= 0.001583

Divided by
Total Tertitorial Sales & Other Operating Revenues 638,948,000

(Per MFR C-10)




MER Schedule

A-1a
A-1b
A-2
A-3
A-7
A-8
A-9
A-10
A-11
A-12a
A-12b
A-12¢

A-14
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Page 1 of 8

Minimum Filing Requirements (MFR)

Description
Full Revenue Requirements Increase Requested
Interim Revenue Requirements Increase Requested
Summary of Rate Case
Reasons for Requested Rate Increase
Statistical Information
Five Year Analysis — Change in Cost
Summary of Jurisdictional Rate Base
Summary of Jurisdictional Net Operating income
Summary of Adjustments Not Made
Summary of Jurisdictional Capital Structure
Summary of Jurisdictional Capital Cost Rates
Summary of Financial Integrity Indicators

Financial and Statistical Report




MFR Schedule

B-1
B-2a
B-2b
B-3
B-4
B-5
B-6
B-8a
B-8b
B-9a
B-9b
B-10
B-11

B-12a
B-12b

B-12¢
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Page 2 of 9

Minimum Filing Requirements (MFR)

Description

Balance Sheet - Jurisdictional

Balance Sheet — Jurisdictional Assets Calculation
Balance Sheet - Jurisdictional Liabilities Calculation
Adjusted Rate Base

Rate Base Adjustments

Commission Rate Base Adjustments

Company Rate Base Adjustments

Plant Balances by Account and Sub-Account
Depreciation Reserve Balances by Account and Sub-Account
Monthly Plant Balances Test Year — 13 Months
Monthly Reserve Balances Test Year — 13 Months
Capital Additions and Retirements

Capital Additions and Retirements-Property Merged or Acquired
from other Companies

Property Held for Future Use — 13-Month Average
Property Held for Future Use — Monthly Balances

Property Heid for Future Use — Details
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Minimum Filing Requirements (MFR)

MFR Schedule Description

B-13a CWIP — 13-Month Average Balance

B-13b CWIP - Other Details

B-13c CWIP - AFUDC

B-14 Working Capital ~ 13-Month Average

B-15 Working Capital -- Monthly Balances

B-17a System Fuel Inventory

B-17b Fuel Inventory by Plant

B-19 Accounts Payable - Fuel

B-20 Plant Materials and Operating Supplies

B-21 Other Deferred Credits

B-22 Miscellaneous Deferred Debits

B-25 Additional Rate Base Components

B-26 Accounting Policy Changes Affecting Rate Base

B-27 Detail of Changes in Rate Base

B-28a Leasing Arrangemenis

B-28b Leasing Arrangements (ERTA 1981)

B-29 10 Year Historical Balance Sheet

B-30 Net Production Plant Additions




MFR Schedule

C-1
C-2
C-3
C-4
C-5
C-6
C-7

Cc-8

C-10
C-12
C-13
C-14
C-15
C-19
C-20
C-21
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Page 4 of 9

Minimum Filing Reauirements (MFR)
Description

Jurisdictional Net Operating Income

Adjusted Jurisdictional Net Operating Income
Jurisdictional Net Operating income Adjustments
Commission Net Operating Income Adjustments
Company Net Operating Income Adjustments

Out of Period Adjustments to Revenues and Expenses
Extraordinary Revenues and Expenses

Report of Operation Compared to Forecast — Revenues and
Expenses

Operating Revenues Detail

Budgeted vs. Actual Operating Revenues and Expenses
Monthly Fue! Revenues and Expenses

Monthly Fusl Expenses

Fuel Revenues and Expenses Reconciliation

Operation and Maintenance Expenses - Test Year
Operation and Maintenance Expenses — Prior Year

Detail of Changes in Expenses




MFR Scheduie

c-23
C-24
C-25
C-26
c-27
C-29
C-30
C-34

C-35
C-36
C-37
C-50
C-51
C-54
C-58
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Page 5 of 9

Minirnum Filing Requirements (MFR)
Description

Detail of Rate Case Expenses for Qutside Consultants
Total Rate Case Expenses and Comparisons
Uncollectible Accounts

Adventising Expenses

Industry Association Dues

Lobbying and Other Political Expenses

Civic and Charitable Contributions

Depreciation Expense Computed on Plant Balances Test Year
— 12 Months

Amortization/Recovery Schedule — 12 Months
Current Depreciation Rates

Proposed Depreciation Rates

Reacquired Bonds

Gains & Losses on Disposition of Plant or Property
O & M Adjustments by Function

Revenue Expansion Factor




MFR Schedule

C-59
C-61
C-62
C-63
C-64

C-65
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Page 6 of 9

Minimum Filing Requirements (MFR)
Description

Attrition Allowance

Performance Indices

Non-utility Operations Utilizing Utility Assets
Statement of Cash Flows

Earnings Test

QOutside Professional Services




MFR Schedule

D-1
D-2
D-3a
D-3b
D-4a
D-4b
D-5
D-6
D-7
D-8
D-9
D-10a
D-10b
D-11a

D-11b
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Page 7 of 9

Minirnum Filing Requirements (MFR)

Description

Cost of Capital — 13-Month Average

Cost of Capital — 10-Year History

Short-term Debt

Short-term Financing Policy

Long-term Debt Outstanding

Debt Qutstanding — Call Provisions and Special Restrictions
Common Stock Issues — Annual Data

Reports of Operations Compared to Forecast - Cost of Capital
Preferred Stock Outstanding

Customer Deposits

Common Stock Data

Financing Plans — Stock and Bond Issues

Financing Plans — General Assumptions

Financial Indicators — Summary

Financial Indicators — Calculation of Interest and Preferred
Dividend Coverage Ratios
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Miniroumn Filing Requirements (MFR)

MFR Schedule Description
D-11c Financial Indicators — Calculation of AFUDC as a Percentage of

income Available for Common

D-11d Financial Indicators — Calculation of Percentage of Construction
Funds Generated Internaily

D-12a Reconciliation of Jurisdictional Rate Base and Capital Structure

D-12b Schedule of Pro-rata Adjustments
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Minimum Filing Requirements (MFR)

MFR Schedule Description

F-1 Annual and Quarterly Reports to Shareholders

F-2 Financial Statements — Opinion of independent CPAs

F-3 SEC Reports

F-4 FERC Auiit

F-5 Company Directors

F-6 Officers of Affiliated Companies or Subsidiaries

F-7 Business Contracts with Officers or Directors

F-9 Forecasting Models

F-17 Assumptions

F-21 Public Notice




