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INTEGRATED RESOURCE PLANNING PROCESS 

In preparing for the 2019 TYSP filing, Gulf participated in the SES IRP

process during 2018, coordinating its plans for future resource additions with the

SES retail operating companies.

As described in previous Gulf TYSPs, the SES IRP planning process begins

with a determination of the various historical, current and future economic trends

and conditions which would impact the business over the next 20 to 25 years,

including general inflation and escalation assumptions that will affect fuel costs,

construction costs, labor rates and variable operation and maintenance (O&M)

expenses.  Other activities included in the SES IRP process include:  energy and

demand forecasting, fuel price forecasting, generation technology screening

analysis and evaluation, engineering cost estimation, and evaluation of

dispatchable and non-dispatchable demand-side management (DSM) programs.

The impact of DSM programs on system loads is assessed and included as

an input into the SES IRP process.  DSM programs that are identified as cost-

effective alternatives to the supply-side resources are integrated with the supply-

side options to produce a final integrated resource plan.  Gulf’s forecast of energy 

sales and peak demand reflects the continued impacts of its approved

conservation programs.

The supply side of the IRP process focuses on the system as a whole.  The

reserve margin for the system determines the reserves needed to maintain the

proper economic and reliability balance that allows the system to reliably meet its

energy and demand requirements after accounting for load forecast error,
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abnormal weather conditions, and unit forced outage conditions, adjusted as

appropriate for risk.

The current SES IRP used in the development of Gulf’s 2019 TYSP has as 

its planning criterion a 16.25 percent summer reserve margin target for the year

2022 and beyond.  With the addition of a resource such as the proposed 1-on-1

CC at North Escambia, Gulf would meet its reserve margin target.

Once the above mentioned planning assumptions are determined, resource

technologies are screened to determine the most acceptable candidates, the

necessary planning inputs are defined, and the generation mix analysis is initiated.

The main optimization tool used in the generation mix analysis is the Strategist®

model.  Strategist® employs a generation mix optimization module named

PROVIEWTM.  The supply-side technology candidates are input into Strategist® in

specific MW block sizes for selection over the planning horizon for the entire

system.  Although this model uses many data inputs and assumptions in the

process of optimizing system generation additions, the key assumptions are fuel

forecasts, load forecasts, DSM programs, candidate units, reserve margin

requirements, cost of capital, and escalation rates.

PROVIEWTM uses a dynamic programming technique to develop the

optimum resource mix.  This technique allows PROVIEWTM to evaluate many

combinations of generation additions that satisfy the reserve margin constraint for

every year.  Annual system operating costs are simulated and are added to the

construction costs required to build each combination of generation additions.  An

indicative schedule of generation additions is developed by evaluating each year
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sequentially and comparing the results of each combination.  PROVIEWTM

produces a number of different combinations over the planning horizon, evaluating

both the capital cost components for unit additions as well as the operating and

maintenance cost of existing and future supply-side additions.  The program

produces a report which ranks all of the different combinations with respect to the

total net present value cost over the entire 20-year planning horizon.  The leading

combinations from the program are then reviewed for reasonableness and validity.

It is important to note that supply-side additions from the PROVIEWTM program

output are for the entire Southern system and are reflective of the various

technology candidates selected.

After the system results are verified, each individual operating company’s 

specific needs over the planning horizon are evaluated.  Each company is

responsible for recommending the type and timing of its generation additions.

When all companies are satisfied with their generation additions, the system base

supply-side plan is complete.  The result is an individual operating company supply

plan that fits within the system planning criteria.

In summary, the SES IRP process involves a significant amount of

manpower and computer resources in order to produce an integrated demand-side

and supply-side resource plan.  The analysis seeks a broad range of alternatives

in order to meet the system’s projected demand and energy requirements.  The

resulting product is an integrated indicative plan which meets the needs of the

company’s customers in a cost-effective and reliable manner.  On January 1, 2019,

Gulf Power became a subsidiary of NextEra Energy, Inc., which also owns Florida
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Power & Light Company (FPL).  Prior to this transaction, resource planning

analyses for Gulf Power were performed by SCS.  Such planning was based on

Gulf remaining a part of the Southern Company system.  Going forward, these

planning services will be performed for Gulf Power by the resource planning group

at FPL, and Gulf’s 2020 TYSP will reflect the results of these analyses.

TRANSMISSION PLANNING PROCESS 

The transmission system is commonly viewed as a resource used to

transport electric power from its generation source to the point of its conversion to

distribution voltages under a number of system conditions, generally known as

“contingencies”.  Although the transmission system is not studied as part of the

SES IRP process, it is separately studied by SCS in an ongoing process in order

to address potential reliability concerns.  The results of the IRP are factored into

transmission studies to determine the impacts of interconnecting planned resource

additions at various sites on the transmission system.  On January 1, 2019, Gulf

Power became a subsidiary of NextEra Energy, Inc., which also owns Florida

Power & Light Company (FPL).  Prior to this transaction, transmission planning

analyses for Gulf Power were performed by SCS.  Such planning was based on

Gulf remaining a part of the Southern Company system.  Going forward, these

planning services will be performed for Gulf Power by the transmission planning

group at FPL.

41



FUEL PRICE FORECAST PROCESS 

FUEL PRICE FORECASTS 

The underlying fuel price forecast reflected in Gulf Power’s 2019 TYSP has 

been developed as part of the coordinated planning process in which Gulf 

participated during 2018 in order to produce the SES IRP.   

The delivered price of any fuel consists of a variety of components.  The 

main components are commodity price and transportation cost.  Domestic coal 

commodity prices are forecast on either a mine-mouth basis or free on board 

(FOB) barge basis, while import coals are forecast on an FOB ship basis at the 

port of import.  Natural gas prices are forecast at the Henry Hub, Louisiana 

benchmark delivery point.  Because mine-mouth coal prices vary by source, sulfur 

content, and Btu level, commodity price forecasts are prepared for different coal 

classifications used on the system.  Natural gas does not possess the same quality 

variations as coal, so a single commodity price forecast for gas at Henry Hub is 

prepared, and a basis differential between Henry Hub and the various pipelines 

serving applicable plants is applied.  A single price forecast is also developed for 

ultra-low sulfur diesel (ULSD) oil, which is the only oil used. 

Transportation costs, to be used in the delivered price forecast, are 

developed for potential sites when modeling generic unit additions in the resource 

planning process.  Site-specific transportation costs are developed for existing 

units to produce delivered price forecasts for both the resource planning process 

and the fuel budget process.  Similarly, when site-specific unit additions are under 

consideration, site-specific transportation costs are developed for each option. 
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GENERIC FUEL FORECAST 

During 2018, short-term (current year +2) and long-term (year 4 and 

beyond) fuel price forecasts for coal, oil, and natural gas were developed, and 

these extend through the 10-year planning horizon.  The short-term forecasts were 

developed for use in the system’s fuel budgeting process and marginal pricing 

dispatch procedures. 

The long-term forecasts were developed in the spring of 2018 for use in 

system planning activities.  Charles River & Associates (CRA) is the modeling 

vendor used to develop the long-term forecasts. 

Fuel market assumptions, developed in collaboration with CRA, are 

integrated into CRA’s model to develop commodity forecast prices.  Transportation 

prices are developed and combined with the CRA commodity prices to produce 

the total delivered prices used in the resource planning process.  These prices are 

developed for existing units and potential green-field/brown-field sites for future 

expansion. 

NATURAL GAS PRICES 

2018 began with below-average temperatures, record demand and frigid 

temperatures in production basins.  Consequently, Gas Daily natural gas prices at 

Henry Hub jumped from $2.97 per MMBtu on December 31, 2017, to as much as 

$6.88 on January 4, 2018.  Prices moderated by late January 2018 and remained 

below $4.00 until November, when cold temperatures returned and concerns arose 

over storage levels being below the 5-year average.  Overall, Henry Hub prices 

averaged $3.15 in 2018.  Total U.S. natural gas consumption in 2018 was a record 
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high of 81.58 billion cubic feet (Bcf)/day.  On the supply side, dry gas production 

in 2018 continued to grow from 2017 levels with new production records being set. 

NATURAL GAS PRICE OUTLOOK 

The outlook for natural gas prices in the United States is influenced by 

multiple factors.  The most important factors in projecting natural gas prices are 

demand and shale gas production.  Once a domestic commodity, natural gas is 

increasingly evolving into a global commodity because of growing LNG markets.  

Commodities such as oil, LNG, natural gas liquids, and power are interconnected 

to natural gas more now than ever before.  Impacts from an evolving technology, 

regulatory and political landscape are also impacting the natural gas markets.  

Flat demand in the U.S. residential and commercial sectors is expected for 

several decades as energy efficiency increases.  However, in the long-term, the 

industrial sector, particularly the chemical industry, is expected to account for the 

most growth in natural gas consumption.  The power sector is projected to also 

increase its natural gas consumption as a result of continued low natural gas prices 

and installation of new natural gas plants as utility and/or regulatory decisions are 

made on the retirements of coal-fired and nuclear power plants.   

The United States became a net exporter of natural gas in 2017 and 

continued as such in 2018.  As more export terminals are placed in service, LNG 

exports from the U.S. are projected to increase through the end of the 2020’s.  After 

2030, LNG is projected to become less competitive as additional suppliers enter 

the global LNG market.   

The U.S. Energy Information Administration (EIA) estimates U.S. dry natural 

gas production averaged an estimated 83.3 Bcf/day in 2018.  The EIA forecasts 
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production to be 90.2 Bcf/day in 2019 and 92.2 Bcf/day in 2020.  Reserve 

estimates continue to increase.  According to the most current data from the EIA, 

the United States had 464.3 Tcf of proven natural gas reserves at the end of 2017.  

Dry natural gas production is projected to increase through at least 2050.  Drilling 

growth in the Southwest region, particularly in the Permian basin, is the main driver 

for production from shale gas and tight oil plays.  Production of gas from “liquids-

rich” shale resources will be especially important since the liquids value is sufficient 

to cover much of the drilling costs allowing natural gas to become a low-cost 

byproduct.  Crude oil prices, not natural gas prices, will determine the level of 

drilling in the oil formations.  

The outlook for natural gas prices remains low.  Henry Hub spot prices are 

projected to remain below $5 through 2050 according to the EIA’s Annual Energy 

Outlook 2019 reference case.  For 2019, the EIA expects the Henry Hub natural 

gas spot price to average $2.89 per MMBtu and $2.92 per MMBtu in 2020. 

COAL PRICE OUTLOOK 

The U.S. Energy Information Administration (EIA) estimates that total 2018 

U.S. coal production was 755 million short tons (MMst), which was 20 MMst less 

than 2017.  In 2018, coal prices rose in three of the five major U.S. coal-producing 

regions, particularly the Northern and Central Appalachian regions.  Although U.S. 

coal exports increased by about 10 MMst in 2018, volumes were not enough to 

offset the decline in U.S. coal consumption, resulting in an overall decline in coal 

production.  Of the five major U.S. coal producing regions, two saw increased 

production in 2018.  In the Central Appalachian and Illinois Basins, production 

increased 4 percent (3 MMst) and 2 percent (2 MMst) respectively.  The Rocky 
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Mountain region experienced the largest decline, with production 12 percent, or 6 

MMst lower than in 2017.  The Powder River and Northern Appalachian Basins 

also declined by 3 percent and 2 percent, respectively.   

Major factors that continue to contribute to the decline in coal production 

are low natural gas prices, continued coal-fired generating unit retirements, and 

the addition of renewable energy generation.  Though production from the Central 

Appalachian coal supply region saw a slight increase in 2018 due to the export 

demand from Europe, production from this region will continue to decline in the 

long term because of the inability of these mines to compete with lower cost coal 

basins such as the Illinois Basin and the Powder River Basin.  

Prior to 2016, Illinois Basin coal production saw a steady increase due to 

the widespread installation of scrubbers at eastern power generating stations.  

With the completion of these controlled units, Illinois Basin coal will again be forced 

to compete with Powder River Basin coal domestically.  Production levels of Illinois 

Basin coal were also up in 2018 as compared to 2017, the result of slightly higher 

domestic demand and the Illinois coal continuing to ship to markets in Europe, 

Africa and India.  Competition with other coals could lead to reduced production 

from the Illinois Basin in the future. 

Powder River Basin coal production decreased by 3 percent in 2018.  

Production costs have increased slightly as mining moves from east to west across 

the basin and deeper reserves are accessed.  Increased overburden and the 

relative distance to rail load outs have put upward pressure on costs.  Overall, the 

economics of surface mining in this region remain favorable although production 

is forecast to remain relatively flat over the next several years.  Growth in export 
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opportunities off the West Coast into Asian markets will be contingent on terminal 

capacity.  

Demand for Western Bituminous coal is expected to remain flat as several 

generators in Colorado have ceased burning this coal.  The inherent low sulfur 

content of this coal allows for export opportunities, and these export opportunities 

will have a major impact on this coal’s long-term viability and production levels.  As 

for movements into the Southeast, the high transportation costs make Western 

Bituminous coals less economic to this region.  

The demand for Colombian coal is largely affected by the global demand 

for coal.  In the Atlantic Basin, Colombia is the major supplier of coal into Europe, 

and demand there continues to increase.  In the Pacific Basin, the major importer 

of coal is China, and its governmental policies regulating domestic coal production 

have caused an increase in imports from Australia and Indonesia over the last few 

years, in turn affecting the world market demand.  Even though coal demand and 

production have declined in the U.S., greater world market demand has increased 

U.S. exports, especially from the Central Appalachian and Illinois Basin regions.  

This factor has led to an increase in U.S. coal prices from other domestic coal 

supplying regions. 

On January 1, 2019, Gulf Power became a subsidiary of NextEra Energy, 

Inc., which also owns Florida Power & Light Company (FPL).  Prior to this 

transaction, fuel price forecasting for Gulf Power was performed by SCS.  Such 

planning was based on Gulf remaining a part of the Southern Company system. 

Going forward, these fuel price forecasting services will be performed for Gulf 

Power by FPL. 
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ENVIRONMENTAL COMPLIANCE 

Gulf Power, under the leadership of its new parent company, NextEra 

Energy, Inc., is committed to remaining an industry leader in environmental 

protection and stewardship.  This commitment to compliance, conservation, 

communication, and continuous improvement fosters a culture of environmental 

excellence and drives the sustainable management of its business planning, 

operations, and daily work. 

In accordance with commitments to environmental protection and stewardship, 

Gulf Power endeavors to: 

Comply 

 Comply with all applicable environmental laws, regulations, and permits
 Proactively identify environmental risks and take action to mitigate those

risks
 Pursue opportunities to exceed environmental standards
 Participate in the legislative and regulatory process to develop

environmental laws, regulations, and policies that are technically sound
and economically feasible

 Design, construct, operate, and maintain facilities in an environmentally
sound and responsible manner

Conserve 

 Prevent pollution, minimize waste, and conserve natural resources
 Avoid, minimize, and/or mitigate impacts to habitat and wildlife
 Promote the efficient use of energy, both within our company and in our

communities

Communicate 

 Invest in environmental training and awareness to achieve a corporate
culture of environmental excellence

 Maintain an open dialogue with stakeholders on environmental matters
and performance

 Communicate this policy to all employees and publish it on the corporate
website
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Continuously Improve 

 Establish, monitor, and report progress toward environmental targets
 Review and update this policy on a regular basis
 Drive continuous improvement through ongoing evaluations of our

environmental management system to incorporate lessons learned and
best practices.

Gulf Power complies with all environmental laws, regulations, and permit 

requirements, and it designs, constructs, and operates its facilities in an 

environmentally sound and responsible manner.  Gulf has developed and routinely 

updates its environmental compliance strategy to serve as a road map for a cost-

effective compliance plan.  This road map establishes general direction, but it also 

allows for individual decisions to be made based on specific information available 

at the time.  The focus of the strategy updates is centered on compliance with the 

acid rain requirements and other significant clean air requirements, as well as new 

land and water requirements.  This approach is necessary to preserve the flexibility 

to match a dynamic regulatory environment with the available compliance options. 

Gulf will continue to take all necessary actions to fully comply with all 

environmental laws and regulations as they apply to the operation of its existing 

generation facilities and the installation of new generation.  The following is a 

summary of each major area of existing and emerging environmental regulations 

and Gulf’s actions taken to comply with these regulations.  

Existing Environmental Regulations 

Clean Air Act Amendments of 1990 

In 1990, Congress passed major revisions to the Clean Air Act requiring 

existing coal-fired generating plants to substantially reduce air emissions of sulfur 
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dioxide (SO2) and nitrogen oxides (NOX).  Gulf’s compliance activities for SO2 have 

included fuel switching to lower sulfur coals coupled with the use of banked 

emission allowances and the acquisition of additional allowances for future year 

compliance.  Also, Gulf completed installation and began operating flue gas de-

sulfurization equipment (scrubbers) on Plant Crist Units 4 through 7 in December 

2009, Plant Scherer Unit 3 in March 2011, and Plant Daniel Units 1 and 2 in 

November 2015, which are now achieving significant reductions of SO2 emissions 

at these coal-fired units.  In addition to reducing SO2 emissions, Gulf has installed 

low NOX burners and/or additional post-combustion NOX controls on its coal-fired 

units.  Compliance with the Clean Air Act and resulting regulations has been and 

will continue to be a significant focus for the Company. 

Air Quality Standards for Ozone 

In 1997, the Environmental Protection Agency (EPA) announced a stringent 

new eight-hour National Ambient Air Quality Standard (NAAQS) for ozone based 

on an eight-hour average.  In 2002, Gulf entered into an agreement with the Florida 

Department of Environmental Protection (FDEP) to reduce NOX emissions at Plant 

Crist in order to help ensure that the new ozone standard is attained in the 

Pensacola area.  Gulf installed Selective Catalytic Reduction (SCR) controls on 

Crist Unit 7 in May 2005.  In addition to the SCR control on Unit 7, the Company 

installed Selective Non-Catalytic Reduction Controls (SNCR) and over-fire air on 

Crist Unit 6 in February 2006 and SNCR controls on Crist Unit 4 and Unit 5 in April 

2006.  These controls have achieved the overall plant-wide NOX emissions 

average of 0.2 lbs/mmBtu as outlined in the FDEP Agreement.  In accordance with 

the FDEP agreement, Gulf also retired Crist Unit 1 in 2003 and Crist Units 2 and 3 
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in 2006.  The Company installed SCR controls on Scherer 3 in December 2010 as 

required by the Georgia Multipollutant Rule to reduce NOx.  The Crist 6 SNCR and 

over-fire air were replaced with SCR technology in April 2012 to further reduce 

NOX emissions.   

The EPA regulates ground level ozone concentrations through 

implementation of an eight-hour ozone NAAQS.  In 2008, the EPA adopted a 

revised eight-hour ozone NAAQS and published its final area designations in 2012.  

All areas within the Company's geographic service area have achieved attainment 

of the 2008 standard.  In October 2015, the EPA published a more stringent eight-

hour ozone NAAQS.  While the stringency of the standard is being challenged, 

with oral argument held in the D.C. Circuit in December 2018, no areas in the 

Company’s geographic service area have been, or are anticipated to be, 

designated non-attainment under the 2015 ozone NAAQS.  The EPA is required 

by the Clean Air Act to review the standards every 5 years and the next review of 

the 2015 NAAQS is due by late 2020.  

Air Quality Standards for Fine Particulate Matter 

The EPA regulates ambient fine particulate matter concentrations on an 

annual and 24-hour average basis.  All areas within the Company's geographic 

service area have achieved attainment with the 1997 and 2006 particulate matter 

NAAQS.  On January 15, 2013, the EPA published a final rule that increased the 

stringency of the annual fine particulate matter standard.  In May 2018, the EPA 

indicated that it plans to complete the review of the particulate matter NAAQS by 

December 2020.  While the Company does not anticipate that the EPA will revise 
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the standard, a lower ambient particulate standard could result in the designation 

of new non-attainment areas within the Company's geographic service area.  

Air Quality Standards for SO2 and NO2 

In 2010, the EPA revised the NAAQS for sulfur dioxide (SO2), establishing 

a new one-hour standard and is completing designations in multiple phases.  The 

EPA issued several rounds of area designations, and no areas within the vicinity 

of Company-owned SO2 sources have been designated nonattainment under the 

2010 one-hour SO2 NAAQS.  Additionally, on April 18, 2018, the EPA published a 

final rule retaining the current primary NO2 standards, without revision, maintaining 

the NO2 attainment designation for all counties in which the Company operates its 

generating facilities.  

Clean Air Interstate Rule / Cross-State Air Pollution Rule 

The EPA issued the Clean Air Interstate Rule (CAIR) in 2005, which called 

for phased reductions in SO2 and NOx emissions from power plants in 28 eastern 

states.  In 2008, the U.S. Court of Appeals for the District of Columbia Circuit 

issued decisions invalidating certain aspects of CAIR, but they left CAIR 

compliance requirements in place while the EPA developed a revised rule.  In 

2011, the EPA finalized the Cross-State Air Pollution Rule (CSAPR) and its NOx

annual, NOx seasonal, and SO2 annual programs to replace CAIR.   In October 

2016, the EPA published a final rule to address ozone impacts that updated the 

CSAPR ozone-season NOx program based on revised data that identified changes 

in impacts to downwind non-attainment areas.  The revised rule removed all of 

Florida from the CSAPR programs, left the Georgia seasonal NOx budget 

unchanged, and established more stringent NOX emissions budgets in Mississippi.  
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As a result of predicted impacts to downwind fine particulate standard non-

attainment areas, Georgia remains in the CSAPR annual SO2 and NOx programs.  

In December 2018, the EPA finalized the determination that CSAPR satisfies the 

Good Neighbor obligations for the 2008 ozone standard.  The outcome of ongoing 

CSAPR litigation is unknown at this time and could have an impact on the State of 

Mississippi's allowance allocations under the CSAPR seasonal NOX program.   

Decisions regarding Gulf’s CAIR/CSAPR compliance strategy were made 

jointly with the Clean Air Visibility Rule (CAVR) and CAMR/MATS compliance 

plans due to pollution reduction co-benefits of controls that were installed on 

affected generating units.  Compliance is being accomplished by operation of 

emission controls installed for CAIR at Gulf’s coal-fired facilities and/or by the 

purchase of emission allowances as needed. 

Regional Haze Rule 

The Regional Haze Rule (formerly called the Clean Air Visibility Rule) was 

finalized in 2005, with a goal of restoring natural visibility conditions in certain areas 

(primarily national parks and wilderness areas) to natural conditions by 2064.  On 

January 10, 2017, the EPA published a final rule to review and amend the Regional 

Haze Rule and associated State Implementation Plan (SIP) requirements.  The 

rule extended the deadline for the next SIP submittal from July 31, 2018, to July 

31, 2021.  Subsequently, in January 2018, the EPA announced its decision to 

revisit certain aspects of the rule. State implementation of the reasonable progress 

requirements defined in this final rule could require further additional reductions of 

SO2 or NOx emissions from affected units.
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Startup, Shutdown, and Malfunction 

In 2015, the EPA published a final rule requiring certain states (including 

Florida, Georgia, and Mississippi) to revise or remove the provisions of their SIPs 

providing allowable excess emissions at industrial facilities, including electric 

generating facilities, during periods of startup, shut-down, or malfunction (SSM).  

While the EPA has not yet responded to the SIP revisions proposed by the states 

of Florida, Georgia, and Mississippi, the operating permits for the Company’s 

generating facilities affected by the rule provide for compliance with the rule 

requirements. 

Mercury and Air Toxics Standards  

In 2012, the EPA finalized the Mercury and Air Toxics Standards (MATS) 

rule which imposes stringent emissions limits for Hazardous Air Pollutants (HAPs), 

including acid gases, mercury, and particulate metal emissions, from coal and oil-

fired electric utility steam generating units.  The compliance deadline set by the 

final MATS rule was April 16, 2015.  An April 16, 2016 deadline was set for affected 

units that were granted extensions to accommodate installation of controls or other 

compliance options. 

Gulf evaluated a number of options for its coal-fired generation to comply 

with emission standards required by the MATS rule and the EPA’s proposed land 

and water rules.  As described in Gulf’s Air Quality Compliance Program Update 

that was filed with the FPSC, Gulf determined that transmission upgrades provided 

the best MATS compliance option for Plant Crist.  For the Plant Daniel coal units, 

the best options to meet MATS limits included installation of scrubbers, bromine 
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injection, and activated carbon injection.  The Plant Daniel scrubbers were placed 

in service in November 2015, and the Plant Daniel bromine and activated carbon 

injection systems were placed in service in December 2015.  The Plant Daniel and 

the Plant Crist MATS continuous emission monitoring systems (CEMS) were also 

placed in service during 2015.  For Plant Scherer Unit 3, installation of a scrubber, 

SCR, carbon injection/baghouse and mercury monitoring was completed for 

compliance with the Georgia Multipollutant Rule previously which also provided 

compliance with the MATS limits. 

In 2013, the Company determined that the most cost-effective MATS 

compliance option for Plant Scholz was to retire the plant.  Accordingly, Plant 

Scholz was retired in April 2015.  In early 2015, the Company finalized its MATS 

compliance strategy for the Plant Smith coal units.  The most cost-effective 

compliance option was to retire the Plant Smith coal-fired Units 1 and 2 in March 

2016, retaining the remaining non-MATS units which will continue to operate and 

generate electricity.  All of the Company's units that are subject to the MATS rule 

completed the measures necessary to achieve compliance with this rule or were 

retired prior to or during 2016.  In December 2018, the EPA published a revised 

MATS cost analysis for which it noted that MATS was not appropriate and 

necessary to regulate coal and oil-fired EGUs under MATS.  States and industry 

have petitioned the EPA to retain the MATS program as compliance with the 

requirements had already been completed.
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EMERGING ENVIRONMENTAL REGULATIONS 

316(b) Intake Structures 

The EPA published a final 316(b) rule in 2014 that establishes standards 

for reducing effects on fish and other aquatic life caused by cooling water intake 

structures at existing power plants and manufacturing facilities.  The rule also 

addresses cooling water intake structures for new units at existing facilities.  

Compliance with the final rule may require changes to existing cooling water intake 

structures at certain Gulf generating facilities; however, the ultimate effect of this 

final rule will depend on the results of additional studies and implementation of the 

rule by regulators based on site-specific factors.  National Pollutant Discharge 

Elimination System (NPDES) industrial wastewater permits issued after July 14, 

2018, must include conditions to implement and ensure compliance with the 

standards and measures required by the rule, unless the permittee has requested 

and has been granted an alternative schedule for compliance. 

Effluent Limitations 

In 2015, the EPA finalized the steam electric effluent limitations guidelines 

(ELG) rule which imposes stringent technology-based requirements for certain 

waste streams from steam electric generating units.  The revised technology-

based limits and compliance dates will likely require extensive modifications to 

existing ash and wastewater management systems or the installation and 

operation of new ash and wastewater management systems.  Compliance 

applicability dates range from November 1, 2018, to December 31, 2023, with state 

environmental agencies incorporating specific applicability dates in the NPDES 

permitting process based on information provided for each waste stream.  The 
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EPA has committed to a new rulemaking that could potentially revise the 2015 

limitations and applicability dates of the bottom ash transport water and flue gas 

desulfurization (FGD) wastewater requirements.  The EPA plans to propose rule 

revisions in mid- 2019 and to finalize the rulemaking in 2020. 

Waters of the U.S. (WOTUS) Final Rule  

In 2015, the EPA and the U.S. Army Corps of Engineers (jointly, “the 

Agencies”) published a final rule revising the regulatory definition of waters of the 

U.S. for all Clean Water Act (CWA) programs.  The final rule significantly expanded 

the scope of federal jurisdiction over waterbodies (such as rivers, streams, and 

canals), which could impact new generation projects and permitting and reporting 

requirements associated with the installation, expansion, and maintenance of 

transmission and distribution projects.  This rule could have significantly increased 

permitting and regulatory requirements and costs associated with the siting of new 

facilities and the installation, expansion, and maintenance of transmission and 

distribution lines.  On February 14, 2019, the EPA and the U.S. Army Corp of 

Engineers published the proposed replacement WOTUS rule.  The new rule’s 

proposed definitions are much more reasonable and functional compared to the 

2015 rule.  The proposed definitions establish six defined categories of 

jurisdictional waters providing more acceptable definitions for adjacent wetlands 

and tributaries.  When adopted the rule should reduce the regulatory burden and 

mitigation cost for future Gulf Power development projects.  Following a 60-day 

comment period the EPA plans to publish the final WOTUS rule in 3rd quarter of 

2019, however, rule challenges are anticipated.
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Water Quality and Total Maximum Daily Loads 

In addition to this federal action, State of Florida nutrient water quality 

standards that limit the amount of nitrogen and phosphorous allowed in state 

waters are in effect for the State’s streams and estuaries.  The impact of these 

standards will depend on further regulatory action in connection with their site-

specific implementation through the State of Florida’s National Pollutant Discharge 

Elimination System permitting program and Total Maximum Daily Load restoration 

program and cannot be determined at this time. 

Coal Combustion Residuals (CCR) 

The Company currently manages CCR at four onsite storage units.  These 

consist of an ash pond at one facility and landfills and a surface impoundment 

(CCR units) at a second electric generating plant in Florida.  Gulf is a co-owner of 

units at generating plants located in Mississippi and Georgia operated by 

Mississippi Power and Georgia Power, respectively.  In addition to on-site storage, 

the Company sells a portion of its CCR to third parties for beneficial reuse.  In 

addition to federal CCR rule requirements, individual states regulate CCR, and the 

States of Florida, Mississippi, and Georgia each have their own regulatory 

requirements.  The Company has an inspection program in place to assist in 

maintaining the integrity of its coal ash surface impoundments. 

The CCR rule, which became effective in October 2015, regulates the 

disposal of CCR, including coal ash and gypsum, as non-hazardous solid waste in 

landfills and surface impoundments (CCR units) at active generating power plants.  

The CCR rule requires CCR units to be evaluated against a set of performance 

criteria and potentially closed if minimum criteria are not met.  Closure of existing 
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CCR units will require installation of equipment and infrastructure to manage CCR 

in accordance with the rule.   

In March 2018, the EPA proposed its Phase I Remand rule that included 

potential revisions which would provide site-specific risk-based groundwater 

monitoring, correction actions, and location restriction requirements.  On July 30, 

2018, the EPA finalized Phase I, Part One amendments to the rule, establishing 

risk-based groundwater protection standards, extending closure deadlines, and 

providing greater certainty regarding continued operation and closure of CCR 

units.  The Phase I rule was challenged, and the court is expected to rule on this 

in the future.   

On August 21, 2018, the DC Circuit Court of Appeals issued its opinion 

addressing both industry and environmental group challenges to the final CCR 

rule.  The court found, in part, for the environmental groups on their challenges to: 

(1) the ability of unlined impounds to continue operating and (2) the EPA’s failure

to regulate legacy ponds.  The consequences of the court finding for environmental 

groups will require the EPA to revisit elements of the CCR rule.  A revised rule is 

expected during 2019. 

The EPA's reconsideration of the CCR rule is also due, in part, to a 

legislative development that impacts the potential oversight role of state agencies.  

Under the Water Infrastructure Improvements for the Nation Act, which became 

law in 2016, states are allowed to establish permit programs for implementing the 

CCR rule. 

The Company has posted the following documents to its public website as 

required by the CCR rule: location restriction demonstrations, report of annual 
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inspections, annual fugitive dust reports, annual groundwater monitoring and 

corrective action reports, notices of establishing assessment groundwater 

monitoring, and notices of groundwater protection standards exceedances. 

However, the ultimate impact of the CCR rule will depend on the results of initial 

and ongoing minimum criteria assessments and implementation of state or federal 

permit programs.  As further analysis is performed, including evaluation of the 

expected method of compliance, refinement of assumptions underlying the cost 

estimates, such as the quantities of CCR at each site, and the determination of 

timing with respect to compliance, the Company expects to continue to periodically 

update cost estimates and schedules for the CCR compliance activities. 

Greenhouse Gas Regulations, Clean Power Plan and Global Climate Update 

In 2015, the EPA published final rules limiting CO2 emissions from new, 

modified, and reconstructed fossil fuel-fired electric generating units and proposed 

guidelines for states to develop plans to meet EPA-mandated CO2 emission 

performance standards for existing units (known as the Clean Power Plan or CPP). 

In February 2016, the U.S. Supreme Court granted a stay of the CPP, which will 

remain in effect through the resolution of litigation in the U.S. Court of Appeals for 

the District of Columbia challenging the legality of the CPP and any review by the 

U.S. Supreme Court.  On March 28, 2017, the U.S. President signed an executive 

order directing agencies to review actions that potentially burden the development 

or use of domestically-produced energy resources, including review of the CPP 

and other CO2 emissions rules.  During October, 2017, the EPA published a 

proposed rule to repeal the CPP and, on December 28, 2017, published an 

advanced notice of proposed rulemaking regarding a CPP replacement rule.  On 
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August 21, 2018, the EPA proposed the Affordable Clean Energy (ACE) rule which 

establishes emission guidelines for GHG emissions from existing electric 

generating units and establishes a preliminary applicability test for defining major 

modifications.  The EPA is expected to finalize the ACE rule in the second quarter 

of 2019. The ultimate implications of the ACE rule will depend on the outcome of 

current rulemaking and any subsequent litigation by those challenging the re-

proposed rule.   

Conclusion 

Gulf has made substantial investments in environmental controls to comply 

with current and pending laws and regulations.  Gulf continues its development of 

strategies to address any future environmental requirements in order to minimize 

the uncertainty related to the scope and cost of compliance.  As new initiatives 

emerge, Gulf will support proposals that would meet environmental goals and 

objectives in a logical and cost-effective way, provided that the standards are 

based on sound science and economics which allow for adequate time to comply 

without compromising the safe, reliable and cost-effective supply of electricity to 

Gulf’s customers. 
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(1) Plant Name and Unit Number: Combined Cycle 2

(2) Net MW Capacity   NG               DFO
a. Summer: 595 468
b. Winter 598 488

Gross MW Capacity
a. Summer: 608 481
b. Winter 611 501

(3) Technology Type: Dual Fuel 1-on-1 Combined Cycle 

(4) Anticipated Construction Timing
a. Field construction start - date: 10/21
b. Commercial in-service date: 06/24

(5) Fuel
a. Primary fuel: NG
b. Alternate fuel: DFO

(6) Air Pollution Control Strategy: SCR w/ CO catalyst

(7) Cooling Method: Evaporative Cooling

(8) Total Site Area: 2,720 acres (entire site)

(9) Construction Status: Pending

(10) Certification Status: Not Applied

(11) Status with Federal Agencies: Not Applied

(12) Projected Unit Performance Data
Planned Outage Factor (POF): 6.0%
Unplanned Outage Factor (UOF): 6.0%
Equivalent Availability Factor (EAF): 88.0%
Capacity Factor (%): 78.0%
Average Net Operating Heat Rate (ANOHR): NG 6,920

DFO 6,918
(13) Projected Unit Financial Data

Book Life (Years): 40
Total Installed Cost (In-Service Year $/kW): 976
        Direct Construction Cost ('19 $/kW): 830
        AFUDC Amount ($/kW): 94
        Escalation ($/kW): 52
Fixed O&M ('24 $/kW - Yr) (A) : 55.93
Variable O&M ('24 $/MWH): 1.58
K Factor: 1.3067

(A) Fixed O&M with Firm Gas Transportation cost

      GULF POWER COMPANY    

Schedule 9
Status Report and Specifications of Proposed Generating Facilities
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(1) Point of Origin and Termination: Pending Final Design

(2) Number of Lines: Pending

(3) Right-of-Way: Pending

(4) Line Length: Pending

(5) Voltage: Pending

(6) Anticipated Construction Timing: Pending

(7) Anticipated Capital Investment: Pending

(8) Substations: Pending

(9) Participation with Other Utilities: N/A

GULF POWER COMPANY   

Schedule 10
Status Report and Specifications of Proposed Directly Associated Transmission Lines
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