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GULF POWER COMPANY 1 
 

Before the Florida Public Service Commission 2 
Prepared Direct Testimony of Richard M. Markey 

Docket No. 20180007-EI 3 
Date of Filing:  July 25, 2018 

 4 

Q. Please state your name and business address. 5 

A. My name is Richard M. Markey, and my business address is One Energy 6 

Place, Pensacola, Florida, 32520. 7 

 8 

Q. Mr. Markey, will you please describe your education and experience? 9 

A. I graduated from Oklahoma State University, Stillwater, Oklahoma, in 10 

1983 with a Bachelor of Science degree in Geology and a minor in 11 

Petroleum Engineering Technology.  I also hold a Master’s degree in Civil 12 

Engineering from Florida State University, Tallahassee, Florida.  Prior to 13 

joining Gulf Power, I worked in the Oil and Gas industry, Environmental 14 

Consulting and Florida Department of Environmental Regulation.  In 15 

October 1994, I joined Gulf Power Company as a Geologist and have 16 

since held various positions with increasing responsibilities such as Air 17 

Quality Engineer, Supervisor of Land & Water Programs, and Manager of 18 

Land and Water Programs.  In 2016, I assumed my present position as 19 

Director of Environmental Affairs. 20 

 21 

 22 

 23 

 24 

 25 
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Q. What are your responsibilities with Gulf Power Company? 1 

A. As Director of Environmental Affairs, my primary responsibility is 2 

overseeing the activities of the Environmental Affairs area to ensure the 3 

Company is, and remains, in compliance with environmental laws and 4 

regulations, i.e. both existing laws and such laws and regulations that may 5 

be enacted or amended in the future.  In performing this function, I am 6 

responsible for numerous environmental activities. 7 

 8 

Q. Mr. Markey, what is the purpose of your testimony? 9 

A. The purpose of my testimony is to support Gulf Power Company’s 10 

Environmental Cost Recovery Clause (ECRC) estimated true-up for the 11 

period January through December 2018.  This true-up is based on six 12 

months of actual data and six months of estimated data.  13 

 14 

Q. Mr. Markey, please compare Gulf’s recoverable environmental capital 15 

costs included in the estimated true-up calculation for the period January 16 

2018 through December 2018 with the approved projected amounts.  17 

A. As reflected in Mr. Boyett’s Schedule 6E, the recoverable capital costs 18 

approved in the original projection total $174,046,561, as compared to the 19 

estimated true-up amount of $155,545,219. This difference results in a 20 

variance of $(18,501,342) or (10.6%).    In his Estimated/Actual 21 

Testimony, Witness Boyett addresses the impact of the 2018 Tax 22 

Stipulation and Settlement Agreement on the total recoverable capital cost 23 

variance.   24 

 25 
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Q. Please explain the capital variance of ($538,937) or (19.8%) reflected in 1 

the Smith Water Conservation Program (Line Item 1.17). 2 

A. This variance is primarily due to costs for the Plant Smith Reclaimed 3 

Water project being less than originally anticipated.  Design and 4 

construction of the Underground Injection Control (UIC) wastewater 5 

treatment system and associated pump station was postponed due to 6 

delays in the Request for Qualifications (RFQ) process for the reclaimed 7 

water pipeline design for the piping between Bay County and Plant Smith.  8 

During 2017, Gulf planned to begin construction of the project in 2018; 9 

however, the work has been postponed to 2019. 10 

 11 

Q. Please explain the capital variance of $(14,613,212) or (10.1%) reflected 12 

in the Air Quality Compliance Program (Line Item 1.26). 13 

A. This line item variance is primarily due to a change in the federal tax rate, 14 

as discussed in Witness Boyett’s testimony.  Offsetting the change in tax 15 

rate are costs associated with the Plant Crist Groundwater 16 

Characterization and Remediation project that were not included in Gulf’s 17 

2018 ECRC Projection filing.  On September 22, 2017, Gulf received a 18 

request from the Florida Department of Environmental Protection (FDEP) 19 

to develop a corrective action plan for elevated groundwater trends 20 

observed in the vicinity and downgradient of the Plant Crist gypsum 21 

storage area.  Gulf submitted an Interim Remedial Action Plan to FDEP in 22 

November 2017 that proposed installing an active remediation system 23 

within 120 days of receiving FDEP approval.  Gulf received FDEP 24 

approval in January 2018, and the remediation system is currently 25 
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operational.   The costs associated with the remediation system were not 1 

included in Gulf’s 2018 Projection filing because Gulf had not received a 2 

request from FDEP to implement remedial activities at the time of the 3 

filing. 4 

 5 

Q. Please explain the capital variance of ($899,512) or (88.0%) reflected in 6 

the Coal Combustion Residual (CCR) (Line Item 1.28). 7 

A. The CCR line item variance is primarily due to delays associated with the 8 

Plant Scholz ash pond closure project.  The closure schedule shifted as a 9 

result of contractor delays in procuring and installing the dewatering 10 

wastewater treatment system needed for excavation.  The wastewater 11 

treatment system became fully operational in May 2018, and pond closure 12 

and excavation activities are currently on-going. 13 

 14 

Q. How do the estimated/actual 2018 O&M expenses compare to the original 15 

2018 projections? 16 

A. Mr. Boyett’s Schedule 4E reflects that Gulf’s recoverable environmental 17 

O&M expenses for the current period are estimated at $38,737,706, as 18 

compared to the amount projected in the 2018 Projection filing of 19 

$43,750,497, which creates a variance of ($5,012,791) or (11.5%).  I will 20 

address two O&M projects and programs that contribute to a significant 21 

portion of this variance:  Air Quality Compliance Program and Coal 22 

Combustion Residual.  23 

 24 

 25 
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Q. Please explain the O&M variance of $1,146,850 or 5.2% in the Air Quality 1 

Compliance Program (Line Item 1.20). 2 

A.   The Air Quality Compliance Program currently includes O&M expenses 3 

associated with the Plant Crist scrubber, the Crist Unit 6 Selective 4 

Catalytic Reduction (SCR) and the Plant Daniel scrubbers, as well as 5 

Plant Scherer’s baghouse, MATS emissions monitoring equipment, SCR, 6 

and scrubber.  More specifically, this line item includes the cost of 7 

limestone and ammonia, along with general operation and maintenance 8 

activities included in Gulf’s Air Quality Compliance Program.  The line item 9 

variance is primarily due to repairs made to the Plant Crist gas cooling 10 

pumps on the scrubber during the 2018 spring outage.  During the 2018 11 

Crist scrubber outage, inspections of the pumps revealed the need for 12 

repairs that were not known at the time Gulf filed its projections in this 13 

docket.   14 

 15 

Q. Please explain the variance of ($5,985,162) or (49.7%) in Coal 16 

Combustion Residual (Line Item 1.23).  17 

A. The Coal Combustion Residual (CCR) line item includes O&M expenses 18 

related to the regulation of Coal Combustion Residuals by the United 19 

States Environmental Protection Agency (EPA) and the FDEP.  For Gulf’s 20 

generating plants, these regulatory compliance obligations are pursuant 21 

either to the CCR rule adopted last year or to permit requirements added 22 

by the State through the National Pollutant Discharge Elimination System 23 

(NPDES) permits issued for each of Gulf’s generating facilities.  24 

Approximately $3.5 million of the variance is attributable to delays in the 25 
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Plant Scholz pond closure and associated wastewater treatment O&M 1 

costs.  As discussed previously, the closure schedule shifted due to 2 

contractor delays in procuring and installing the dewatering wastewater 3 

treatment system.  The wastewater treatment system became fully 4 

operational in May 2018, and pond excavation activities are currently on-5 

going.  Approximately $1.8 million of the variance is due to delays 6 

associated with procurement and installation of the Plant Smith 7 

dewatering wastewater treatment system and to the estimated monthly 8 

operational expense being less than originally anticipated.  The Plant 9 

Smith system is scheduled to be placed in-service during July 2018. 10 

 11 

 12 

Q. Does this conclude your testimony? 13 

A. Yes. 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 



STATE OF FLORIDA } 
} 

COUNTY OF ESCAMBIA } 

AFFIDAVIT 

Docket No. 20180007-EI 

Before me, the undersigned authority, personally appeared Richard M. Markey, 

who being first duly swam, deposes and says that he is the Director of Environmental 

Affairs of Gulf Power Company, a Florida corporation, that the foregoing is true and 

correct to the best of his knowledge and belief. He is personally known to me. 

/2J-ik~ 
Richard M. Markey ~ 
Director of Environmental Affairs 

Sworn to and subscribed before me this~ day of <M 
0 

~.aY '~q, ~ lrl I 
<I' ···•._--to IIIIOUSSA DAANES 

., .~ * MY COMMISSION f FF 912&911 
~~ EXPIRES: December 17, 2019 
-.lt,F\.{/1''- lolldedT!Itu BedgttHatlry Stnbs 

12018. 
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GULF POWER COMPANY 1 
 

Before the Florida Public Service Commission 2 
Prepared Direct Testimony 

C. Shane Boyett 3 
Docket No. 20180007-EI 

Date of Filing:  July 25, 2018 4 
 

Q. Please state your name, business address and occupation. 5 

A. My name is Shane Boyett.  My business address is One Energy Place, 6 

Pensacola, Florida 32520.  I am the Regulatory and Cost Recovery Manager 7 

for Gulf Power Company. (Gulf or the Company)  8 

 9 

Q. Please briefly describe your educational background and business 10 

experience. 11 

A.  I graduated from the University of Florida in 2001 with a Bachelor of Science 12 

degree in Business Administration and earned a Master of Business 13 

Administration from the University of West Florida in 2005.  I joined Gulf 14 

Power in 2002 as a Forecasting Specialist until I took a position in the 15 

Regulatory and Cost Recovery area in 2007 as a Regulatory Analyst.  I 16 

transferred to Gulf Power’s Financial Planning department in 2014 as a 17 

Financial Analyst until being promoted to lead the Regulatory and Cost 18 

Recovery department later that year.  My current responsibilities include 19 

supervision of tariff administration, calculation of cost recovery factors, and 20 

the regulatory filing function of Gulf Power Company. 21 

 22 

 23 

 24 

 25 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present the estimated true-up amount for 2 

the period January 2018 through December 2018 for the Environmental Cost 3 

Recovery Clause (ECRC).   4 

 5 

Q. Have you prepared any exhibits that contain information to which you will 6 

refer in your testimony? 7 

A. Yes, I am sponsoring one exhibit.  My exhibit consists of ten schedules, nine 8 

of which are environmental cost recovery estimated true-up schedules and 9 

one of which contains the Scherer/Flint credit calculation, as defined later in 10 

my testimony.  This exhibit was prepared under my direction, supervision, or 11 

review. 12 

   Counsel: We ask that Mr. Boyett’s  13 

exhibit consisting of ten schedules be  14 

marked as Exhibit No. _____(CSB-2). 15 

 16 

Q. Have you verified that, to the best of your knowledge and belief, the 17 

information contained in these documents is correct? 18 

A. Yes, I have.  Unless otherwise indicated, the actual data in these documents 19 

is taken from the books and records of Gulf Power Company.  The books 20 

and records are kept in the regular course of business in accordance with 21 

generally accepted accounting principles and practices, and provisions of the 22 

Uniform System of Accounts as prescribed by the FPSC. 23 

 24 

 25 
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Q. What has Gulf calculated as the estimated true-up for the January 2018 1 

through December 2018 period to be addressed in 2019 ECRC factors? 2 

A. The estimated true-up for the current period is an over-recovery of 3 

$9,436,937 as shown on Schedule 1E of Exhibit CSB-2.  This amount is 4 

based on six months of actual data and six months of estimated data.  It will 5 

be added to the 2017 final true-up over-recovery amount of $3,179,666.  The 6 

total true-up over-recovery of $12,616,603 will be addressed in Gulf’s 7 

proposed 2019 ECRC factors.  The detailed calculations supporting the 8 

estimated true-up for 2018 are contained in Schedules 2E through 10E of 9 

Exhibit CSB-2.   10 

 11 

Q. Does the estimated true-up amount discussed above reflect the provisions of 12 

the 2018 Tax Stipulation and Settlement Agreement (2018 Tax Settlement 13 

Agreement)? 14 

A. Yes.  The schedules contained in my exhibit reflect the ECRC-related 15 

provisions of the 2018 Tax Settlement Agreement, which include lower 16 

ECRC rates effective April 2018, lower cost of capital as a result of the 17 

federal income tax rate change, and capital structure adjustments.  The 2018 18 

Tax Settlement Agreement was approved by Florida Public Service 19 

Commission (FPSC or Commission) Order No. PSC-2018-0180-FOF-EI in 20 

Docket No. 20180039-EI, dated April 12, 2018.  The implementation of the 21 

2018 Tax Settlement Agreement provisions account for approximately $17.6 22 

million of the total recoverable capital cost variance.  23 

 24 

 25 
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Q. Please describe Schedules 2E and 3E of your Exhibit CSB-2. 1 

A. Schedule 2E shows the calculation of the estimated over-recovery of 2 

environmental costs for the period January 2018 through December 2018.  3 

Schedule 3E of this exhibit is the calculation of the interest provision on the 4 

average true-up balance.  This same method of calculating interest is used in 5 

the Fuel Cost Recovery and Purchased Power Capacity Cost Recovery 6 

clauses. 7 

 8 

Q. Please describe Schedules 4E and 5E of your Exhibit CSB-2. 9 

A. Schedule 4E compares the estimated/actual O&M expenses for the period 10 

January 2018 through December 2018 to the projected O&M expenses 11 

approved by the Commission in Docket No. 20170007-EI.  Schedule 5E shows 12 

the monthly O&M expenses by activity, along with the calculation of 13 

jurisdictional O&M expenses for the current recovery period.  Emission 14 

allowance expenses and the amortization of gains on emission allowances are 15 

included with O&M expenses.  Gulf Witness Markey describes the reasons for 16 

the expected variances in O&M expenses in his estimated/actual testimony. 17 

 18 

Q. Please describe Schedules 6E and 7E of your Exhibit CSB-2. 19 

A. Schedule 6E for the period January 2018 through December 2018 compares 20 

the estimated/actual investment-related recoverable costs to the projected 21 

amount approved in Docket No. 20180007-EI.  The recoverable costs 22 

include the return on investment, depreciation and amortization expense, 23 

dismantlement accrual, and property taxes associated with each 24 

environmental capital project for the current recovery period.  Recoverable 25 
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costs also include a return on working capital associated with emission 1 

allowances and a return on the unamortized balance of the regulatory asset 2 

associated with the retirement of Smith Units 1 and 2 established by 3 

Commission Order No. PSC-2016-0361-PAA-EI in Docket No. 20160039-EI, 4 

dated August 29, 2016.  Mr. Markey discusses variances in recoverable 5 

capital costs related to environmental project activities in his estimated/actual 6 

testimony.  Schedule 7E provides the monthly recoverable revenue 7 

requirements associated with each project, along with the calculation of the 8 

jurisdictional recoverable revenue requirements.   9 

 10 

Q. Please describe Schedule 8E of your Exhibit CSB-2. 11 

A. Schedule 8E includes 34 pages that provide the monthly calculations of 12 

recoverable costs associated with each capital project for the current 13 

recovery period.  As stated earlier, these costs include return on investment, 14 

depreciation and amortization expense, dismantlement accrual, property 15 

taxes, return on working capital associated with emission allowances and 16 

return on unamortized balance of the Smith 1 and 2 regulatory asset.  Pages 17 

1 through 29 of Schedule 8E show the investment and associated costs 18 

related to capital projects, while pages 30 through 33 show the investment 19 

and return related to emission allowances, and page 34 shows the costs 20 

related to the regulatory asset for retired Plant Smith Units 1 and 2. 21 

 22 

 23 

 24 

 25 
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Q. What capital structure and return on equity were used to develop the rate of 1 

return used to calculate the revenue requirements as shown on Schedule 9E 2 

of Exhibit CSB-2? 3 

A. The capital structure used in calculating the rate of return for recovery clause 4 

purposes for January 2018 through June 2018 is based on the weighted 5 

average cost of capital (WACC) established by the 2018 Tax Settlement 6 

Agreement.  For July 2018 through December 2018, Gulf utilized the capital 7 

structure and rate of return presented in its May 2018 Earnings Surveillance 8 

Report, as adjusted per the terms of the 2018 Tax Settlement Agreement.  9 

The WACC for both periods includes a return on equity of 10.25 percent, a 10 

federal income tax rate of 21 percent and is consistent with Commission 11 

Order No. PSC-2012-0425-PAA-EU dated August 16, 2012, in Docket No. 12 

20120007-EI.      13 

 14 

Q. Please describe Schedule 10E of your exhibit. 15 

A.  Schedule 10E provides the monthly calculation of the total ECRC revenue 16 

requirements of Gulf’s ownership in Plant Scherer Unit 3 (Scherer 3) and 17 

quantifies the incremental portion of Scherer 3 environmental revenue 18 

requirements that continues to be committed to a wholesale customer 19 

through a long-term contract (Scherer/Flint credit), which will expire 20 

December 2019.  In accordance with the provisions of the Stipulation and 21 

Settlement Agreement approved by the Commission in Order No. PSC-22 

2017-0178-S-EI in consolidated Docket Nos. 20160186-EI and 2016170-EI 23 

dated May 16, 2017, Gulf is including the Scherer/Flint credit as an offset to 24 

recoverable O&M and capital investment costs until Scherer 3 is no longer 25 
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partially committed to the wholesale customer.  The Scherer/Flint credits 1 

appear on Lines 1.29 and 1.30 of Schedules 4E and 5E, as well as on Lines 2 

1.35 and 1.36 of Schedules 6E and 7E, of my Exhibit CSB-2.  The inclusion 3 

of the Scherer/Flint credit, as calculated, results in ECRC being revenue-4 

neutral regarding the incremental portion of Scherer 3 investment and 5 

expenses. 6 

 7 

Q. Mr. Boyett, does this conclude your testimony? 8 

A. Yes. 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 



AFFIDAVIT 

STATE OF FLORIDA ) 
) 

COUNTY OF ESCAMBIA ) 

Docket No. 20180007-EI 

Before me, the undersigned authority, personally appeared C. Shane Boyett, 

who being first duly sworn, deposes and says that he is the Regulatory and Cost 

Recovery Manager of Gulf Power Company, a Florida corporation, that the foregoing is 

true and correct to the best of his knowledge and belief. He is personally known to me. 

C-1uw ~· 
C. Shane Boyetl 
Regulatory and Cost Recovery Manager 

Swom to and subscribed before me this ~ day o~ ..J2.u _ , 201 B. 
0 

ublic, State of Florida at Large 



Schedule 1E

Period
Line Amount
 No.       ($)      

1 Over/(Under) Recovery for the Current Period
(Schedule 2E, Line 5 + 9) 9,258,434

2 Interest Provision
(Schedule 2E, Line 6) 178,503

3 Current Period True-Up Amount to be Refunded/(Recovered)
in the Projection Period January 2019 - December 2019 9,436,937
(Lines 1 + 2)

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period Estimated True-Up Amount
January 2018 - December 2018

Docket No. 20180007-EI 
2018 Est/Act True-up Filing  
Exhibit CSB-2, Page 1 of 44
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Schedule 4E
Gulf Power Company

Environmental Cost Recovery Clause (ECRC)
Calculation of the Current Period Estimated True-Up Amount

January 2018 - December 2018

Variance Report of O & M Activities
(in Dollars)

(1) (2) (3) (4)
Estimated/ Original Variance

Line Actual Projection Amount Percent

1 Description of O & M Activities
.1 Sulfur 0 0 0 0.0  %
.2 Air Emission Fees 243,844 278,972 (35,128) (12.6)  %
.3 Title V 241,993 267,229 (25,237) (9.4)  %
.4 Asbestos Fees 0 1,000 (1,000) (100.0)  %
.5 Emission Monitoring 735,893 740,920 (5,027) (0.7)  %
.6 General Water Quality 2,457,236 2,486,269 (29,033) (1.2)  %
.7 Groundwater Contamination Investigation 3,312,473 3,300,916 11,557 0.4  %
.8 State NPDES Administration 34,500 34,500 0 0.0  %
.9 Lead and Copper Rule 9,134 8,000 1,134 14.2  %
.10 Env Auditing/Assessment 14,454 9,000 5,454 60.6  %
.11 General Solid & Hazardous Waste 1,028,992 1,065,139 (36,147) (3.4)  %
.12 Above Ground Storage Tanks 177,993 223,390 (45,397) (20.3)  %
.13 Low NOx 0 0 0 0.0  %
.14 Ash Pond Diversion Curtains 0 0 0 0.0  %
.15 Mercury Emissions 0 0 0 0.0  %
.16 Sodium Injection 5,600 10,000 (4,400) (44.0)  %
.17 Gulf Coast Ozone Study 0 0 0 0.0  %
.18 SPCC Substation Project 0 0 0 0.0  %
.19 FDEP NOx Reduction Agreement 951,270 1,001,268 (49,998) (5.0)  %
.20 Air Quality Compliance Program 23,243,117 22,096,267 1,146,850 5.2  %
.21 MACT ICR 0 0 0 0.0  %
.22 Crist Water Conservation 383,227 416,374 (33,147) (8.0)  %
.23 Coal Combustion Residual 6,056,518 12,041,680 (5,985,162) (49.7) %
.24 Smith Water Conservation 176,492 180,000 (3,508) (1.9) %
.25 Mercury Allowances 0 0 0 0.0  %
.26 Annual NOx Allowances 19,189 8,926 10,263 115.0  %
.27 Seasonal NOx Allowances 25,638 19,817 5,821 29.4  %
.28 SO2 Allowances 26,796 18,392 8,404 45.7  %
.29 Scherer/Flint Credit - Energy (399,912) (445,817) 45,905 (10.3)  %
.30 Scherer/Flint Credit - Demand (6,741) (11,745) 5,004 (42.6)  %

2 Total O & M Activities 38,737,706 43,750,497 (5,012,791) (11.5)  %

3 Recoverable Costs Allocated to Energy 25,093,429 23,995,974 1,097,455 4.6  %
4 Recoverable Costs Allocated to Demand 13,644,277 19,754,523 (6,110,246) (30.9)  %

Notes:
Column (1) is the End of Period Totals on Schedule 5E
Column (2) is the approved Projected amount in accordance with FPSC Order No. PSC-2018-0014-FOF-EI
Column (3) = Column (1) - Column (2)
Column (4) = Column (3) / Column (2)
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Schedule 6E

(1) (2) (3) (4)
Estimated/ Original 

Line Actual Projection Amount Percent

1 Description of Investment Projects
.1 Air Quality Assurance Testing 0 0 0 0.0  %
.2 Crist 5, 6 & 7 Precipitator Projects 3,924,055 4,440,147 (516,092) (11.6)  %
.3 Crist 7 Flue Gas Conditioning 105,621 126,159 (20,538) (16.3)  %
.4 Low NOx Burners, Crist 6 & 7 1,827,409 2,060,852 (233,443) (11.3)  %
.5 CEMS - Plants Crist, & Daniel 558,950 666,731 (107,780) (16.2)  %
.6 Substation Contamination Remediation 239,647 233,944 5,703 2.4  %
.7 Raw Water Well Flowmeters - Plants Crist & Smith 13,549 15,084 (1,535) (10.2)  %
.8 Crist Cooling Tower Cell 37,472 44,758 (7,286) (16.3)  %
.9 Crist Dechlorination System 25,258 27,378 (2,120) (7.7)  %
.10 Crist Diesel Fuel Oil Remediation 4,099 4,390 (292) (6.6)  %
.11 Crist Bulk Tanker Unload Sec Contain Struc 5,387 5,690 (303) (5.3)  %
.12 Crist IWW Sampling System 3,138 3,311 (174) (5.2)  %
.13 Sodium Injection System 22,594 24,900 (2,306) (9.3)  %
.14 Smith Stormwater Collection System 183,780 194,839 (11,059) (5.7)  %
.15 Smith Waste Water Treatment Facility 34,510 41,673 (7,162) (17.2)  %
.16 Daniel Ash Management Project 1,337,887 1,396,855 (58,968) (4.2)  %
.17 Smith Water Conservation 2,178,119 2,717,057 (538,937) (19.8)  %
.18 Underground Fuel Tank Replacement 0 0 0 0.0  %
.19 Crist FDEP Agreement for Ozone Attainment 11,128,455 12,312,339 (1,183,884) (9.6)  %
.20 SPCC Compliance 79,591 87,823 (8,232) (9.4)  %
.21 Crist Common FTIR Monitor 4,752 5,215 (463) (8.9)  %
.22 Precipitator Upgrades for CAM Compliance 1,188,888 1,317,392 (128,504) (9.8)  %
.23 Plant Groundwater Contamination 0 0 0 0.0  %
.24 Crist Water Conservation 1,824,743 2,038,329 (213,586) (10.5)  %
.25 Plant NPDES Permit Compliance Projects 529,219 551,628 (22,408) (4.1)  %
.26 Air Quality Compliance Program 130,047,019 144,660,231 (14,613,212) (10.1)  %
.27 General Water Quality 79,781 117,500 (37,719) (32.1)  %
.28 Coal Combustion Residual 122,585 1,022,097 (899,512) (88.0)  %
.29 Effluent Limitations Guidelines 576,620 688,046 (111,426) (16.2)  %
.30 Mercury Allowances 0 0 0 0.0  %
.31 Annual NOx Allowances 1,158 2,150 (992) (46.1)  %
.32 Seasonal NOx Allowances 1,628 3,105 (1,478) (47.6)  %
.33 SO2 Allowances 445,032 530,502 (85,470) (16.1)  %
.34 Regulatory Asset Smith Units 1 & 2 2,876,907 3,159,075 (282,168) (8.9)  %
.35 Scherer/Flint Credit - Energy (297,126) (342,511) 45,385 13.3  %
.36 Scherer/Flint Credit - Demand (3,565,508) (4,110,128) 544,621 13.3  %

2 Total Investment Projects - Recoverable Costs 155,545,219 174,046,561 (18,501,342) (10.6)  %

3 Recoverable Costs Allocated to Energy 11,965,017 13,388,197 (1,423,180) (10.6)  %
4 Recoverable Costs Allocated to Demand 143,580,202 160,658,364 (17,078,162) (10.6)  %

Notes:
Column (1) is the End of Period Totals on Schedule 7E
Column (2) is the approved Projected amount in accordance with FPSC Order No. PSC-2018-0014-FOF-EI
Column (3) = Column (1) - Column (2)
Column (4) = Column (3) / Column (2)

Variance

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period Estimated True-Up Amount
January 2018 - December 2018

Variance Report of Capital Investment Projects - Recoverable Costs
(in Dollars)
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Schedule 9E
Page 1 of 2

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period Estimated True-up Amount

FPSC Capital Structure and Cost Rates

   (1) (2) (3) (4) (5) (6)
Monthly

Revenue Revenue
Jurisdictional  Cost  Weighted Requirement Requirement

Line Capital Component Amount Ratio  Rate  Cost Rate    Rate          Rate       
($000s) % % % % %

1 Bonds 743,673 30.7440 4.40 1.3527 1.3527
2 Short-Term Debt 28,504 1.1784 3.02 0.0356 0.0356
3 Preferred Stock 94,609 3.9112 6.15 0.2405 0.3221
4 Common Stock 957,875 39.5993 10.25 4.0589 5.4369
5 Customer Deposits 24,536 1.0143 2.30 0.0233 0.0233
6 Deferred Taxes 568,999 23.5229
7 Investment Tax Credit 721 0.0298 7.61 0.0023 0.0028

8 Total 2,418,917 100.0000 5.7133 7.1734 0.5978

ITC Component:
9 Debt 743,673 41.4036 4.40 1.8218 0.0005

10 Equity-Preferred 94,609 5.2673 6.15 0.3239 0.0001
11            -Common 957,875 53.3291 10.25 5.4662 0.0022
12 1,796,157 100.0000 7.6119 0.0028

Breakdown of Revenue Requirement Rate of Return between Debt and Equity:
13 Total Debt Component (Lines 1, 2, 5, and 9) 1.4121 0.1177
14 Total Equity Component (Lines 3, 4, 10, and 11) 5.7613 0.4801
15 Total Revenue Requirement Rate of Return 7.1734 0.5978

Column:
(1) Based on MFR D-1a in Docket No. 160186-EI with the following adjustments in order to 

reflect specific terms in the Stipulation and Settlement Agreement under the same Docket. 
-Reduced the common equity balance and increased the long-term debt balance in order to
 calculate a 52.5% equity ratio based on jurisdictional investors sources of capital (long-term debt,
 short-term debt, preference stock and common equity)

(2) Column (1) / Total Column (1)
(3) Based on MFR D-1a in Docket No. 160186-EI with the following adjustments in order to 

reflect specific terms in the Stipulation and Settlement Agreement under the same Docket. 
-Reduced the common equity cost rate to 10.25%.

(4) Column (2) x Column (3)
(5) For equity components:  Column (4) / (1-.25345);  25.345% = effective income tax rate

For debt components:  Column (4)
(6) Column (5) / 12

January 2018 - June 2018
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Schedule 9E
Page 2 of 2

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period Estimated True-up Amount

FPSC Capital Structure and Cost Rates

   (1) (2) (3) (4) (5) (6)
Monthly

Revenue Revenue
Jurisdictional  Cost  Weighted Requirement Requirement

Line Capital Component Amount Ratio  Rate  Cost Rate    Rate          Rate       
($000s) % % % % %

1 Bonds 826,744 34.2628 3.89 1.3328 1.3328
2 Short-Term Debt 9,317 0.3861 4.17 0.0161 0.0161
3 Preferred Stock 7,010 0.2905 6.14 0.0178 0.0238
4 Common Stock 969,929 40.1968 10.25 4.1202 5.5190
5 Customer Deposits 22,436 0.9298 2.29 0.0213 0.0213
6 Deferred Taxes 576,770 23.9031
7 Investment Tax Credit 741 0.0307 7.39 0.0023 0.0028

8 Total 2,412,949 100.0000 5.5105 6.9158 0.5763

ITC Component:
9 Debt 826,744 45.8364 3.89 1.7830 0.0005
10 Equity-Preferred 7,010 0.3887 6.14 0.0239 0.0000
11            -Common 969,929 53.7749 10.25 5.5119 0.0023
12 1,803,684 100.0000 7.3188 0.0028

Breakdown of Revenue Requirement Rate of Return between Debt and Equity:
13 Total Debt Component (Lines 1, 2, 5, and 9) 1.3707 0.1142
14 Total Equity Component (Lines 3, 4, 10, and 11) 5.5451 0.4621
15 Total Revenue Requirement Rate of Return 6.9158 0.5763

Column:
(1) Based on the May 2018 Surveillance Report, Schedule 4 

Adjusted to achieve the 53.5% equity ratio as prescribed in the 2018 Tax Reform Settlement 
Agreement in Docket No. 20180039-EI.

(2) Column (1) / Total Column (1)
(3) Based on the May 2018 Surveillance Report, Schedule 4.
(4) Column (2) x Column (3)
(5) For equity components:  Column (4) / (1-.25345);  25.345% = effective income tax rate

For debt components:  Column (4)
(6) Column (5) / 12

July 2018 - December 2018
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Environmental Cost ) 
Recoverv Clause ) Docket No.: 20180007-EI 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true copy of the foregoing was furnished by electronic mail this 25th day of 
July, 2018 to the following: 

Ausley Law Firm 
James D. Beasley 
J. Jeffry Wahlen 
Post Off1ce Box 391 
Tallahassee, FL 32302 
jbeasley@ ausley.com 
jwahlen@ ausley.com 

Florida Industrial Power Users Group 
c/o Moyle Law Firm 
Jon C. Moyle, Jr. 
118 North Gadsden Street 
Tallahassee, FL 32301 
jmoyle@ moylelaw.com 

Office of Public Counsel 
J. Kelly/C. Rehwinkei/P. Christensen 
c/o The Florida Legislature 
111 W. Madison Street, Room 812 
Tallahassee, FL 32399-1400 
Christensen.patty@leg.state.fl.us 
KELLY .JR@ leg.state.fl.us 

PCS Phosphate - White Springs 
c/o Stone Mattheis Xenopoulos 
& Brew, P.C. 
James W. Brew/Laura A. Wynn 
Eighth Floor, West Tower 
1 025 Thomas Jefferson St. NW 
Washington, DC 20007 
Jbrew@ smxblaw.com 
law@ smxblaw.com 

Florida Power & Light Company 
John T. Butler 
Maria J. Moncada 
700 Universe Boulevard 
Juno Beach, FL 33408-0420 
John.Butler@fpl.com 
Maria.moncada@ fpl.com 

Duke Energy Florida, Inc. 
Matthew R. Bernier 
Cameron Cooper 
106 East College Avenue, Suite BOO 
Tallahassee, FL 32301 
Matthew .bernier @duke-energy.com 
Cameron. Cooper@ d uke-enerqy.com 

Florida Power & Light Company 
Kenneth Hoffman 
215 South Monroe Street, Suite 810 
Tallahassee, FL 32301-1858 
Ken. Hoffman@ fpl.com 

George Cavros, Esq. 
Southern Alliance for Clean Energy 
120 E. Oakland Park Blvd, SUite 105 
Fort Lauderdale, FL 33334 
georqe@cavros-law.com 

Duke Energy Florida, Inc. 
John T. Burnett 
Dianne M. Triplett 
299 First Avenue North 
St. Petersburg, FL 33701 
Dianne. triplett@ duke-energy.com 
John. burnett @duke-energy.com 



Tampa Electric Company 
Ms. Paula K. Brown, Manager 
Regulatory Coordination 
P. 0. Box 111 
Tampa, FL 33601-0111 
Regdept@ tecoenergy.com 

Office of the General Counsel 
Charles Murphy 
2540 Shumard Oak Blvd 
Tallahassee, FL 32399-0850 
cmurphy@ psc.state .fl. us 

Sierra Club 
Dori Jaffe/Oiana Csank 
50 F Street NW, Suite 800 
Washington, DC 20001 
dori.jaffe@ sierraclub.orq 
diana.csank@ sierraclub.orq 

a.#., /l ;?..#t-- -
RUSSELL A. BADDERS 
Florida Bar No. 007 455 
rab@beggslane.com 
STEVEN R. GRIFFIN 
Florida Bar No. 0627569 
srg@beggslane.com 
Beggs & Lane 
P. 0. Box 12950 
Pensacola FL 32591-2950 
(850) 432-2451 
Attorneys for Gulf Power 
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