FILED 8/29/2018
DOCUMENT NO. 05679-2018
FPSC - COMMISSION CLERK

A G UIf Power Rhonda J. Alexander

August 29, 2018

Ms. Carlotta Stauffer, Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Re: Docket No. 20180039-E|

Dear Ms. Stauffer:

Attached for official filing in the above-referenced docket is a Stipulation and
Settlement Agreement Regarding Remaining Issues of Gulf Power Company, the
Office of Public Counsel, the Florida Industrial Power Users Group, the Florida
Retail Federation and the Southem Alliance for Ciean Energy.

Sincerely,

L. Shan_ 2

Rhonda J. Alexander
Regulatory, Forecasting and Pricing Manager

md
Attachments
cc:  Gulf Power Company
Jeffrey A. Stone, Esq., General Counsel

Beggs & Lane
Russell Badders, Esq.



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Consideration of the stipulation and
settlement agreement between Gulf Power Docket No. 20180039-EI
Company, the Office of Public Counsel,
Florida Industrial Power Users Group, and Filed: August 29, 2018
Southern Alliance for Clean Energy regarding
the Tax Cuts and Jobs Act of 2017.

STIPULATION AND SETTLEMENT AGREEMENT REGARDING REMAINING
ISSUES

WHEREAS, Gulf Power Company (“Gulf” or the “Company”), the Citizens of Florida
through the Office of Public Counsel (“OPC”), the Florida Industrial Power Users Group
(“FIPUG”), the Florida Retail Federation (“FRF”’), and the Southern Alliance for Clean Energy
(“SACE”) have signed this Stipulation and Settlement Agreement Regarding Remaining Issues
(the “Agreement’) which is submitted to the Florida Public Service Commission
(“Commission”) for its review and approval (unless the context clearly requires otherwise, the
term “Party” or “Parties” means a signatory to this Agreement, whether or not specifically
named above); and

WHEREAS, on February 14, 2018, Gulf filed a Stipulation and Settlement Agreement
(SSA) between Gulf and OPC, FIPUG, and SACE addressing the effects of the passage of the
Tax Cuts and Jobs Act of 2017 (Act), signed into law by President Trump on December 22,
2017; and

WHEREAS, the SSA implemented paragraph 6 of Gulf’s 2017 Stipulation and
Settlement Agreement (2017 Settlement) approved by Order No. PSC-17-0178-S-EI and was

intended by the Parties to resolve all of Gulf’s outstanding tax issues associated with the Act



through the following six basic parts: 1) base rate reduction of $18.2 million per year
commencing on April 1, 2018; 2) establishment of a regulatory liability to account for the tax
rate reduction from January 1, 2018, until the effective date of the base rate reduction; 3) refund
through the fuel cost recovery clause of: a) $73.2 million by the end of 2018 through the fuel
cost recovery clause consisting of (i) the $69.4 million unprotected excess deferred tax
regulatory liability as of December 31, 2017; and (ii) the $3.8 million regulatory liability to
account for the tax rate reduction from January 1, 2018, until the effective date of the base rate
reduction; and b) establishment of a “2018 Tax Refund Reserve” for the 2018 protected excess
deferred taxes, including true ups through December 31, 2018, to be refunded through the fuel
cost recovery clause in 2019; 4) reduction of $15.6 million to the rates for the Environmental
Cost Recovery Clause (ECRC) for the remainder of 2018; 5) establishment of a 53.5% equity
ratio cap for all retail regulatory purposes, e.g., earnings surveillance reporting, interim rate
determinations, cost recovery clauses; and 6) either submission of a later agreement on the issue
of protected excess deferred taxes or initiation of a limited scope proceeding by May 1, 2018, for
the purpose of determining the amount and flow back period for protected excess deferred taxes
through a prospective reduction in base rates, should one be warranted; and

WHEREAS, Order No. PSC-2018-0180-FOF-EI was issued by the Commission as its
Final Order Approving the Joint Motion of the Parties to Approve the SSA; and

WHEREAS, Order No. PSC-2018-0180-FOF-EI expressly directed that this docket
remain open for disposition by this Commission of the issue of protected excess deferred income
taxes; and

WHEREAS, on April 30, 2018, Gulf filed its Petition for Limited Scope

Proceeding, notifying the Commission that the Parties had not yet been able to resolve the



remaining issues of the amount and flow back period for protected excess deferred taxes through
a prospective reduction in base rates; and
WHEREAS, the Parties have continued to work collaboratively on a resolution of the
remaining issues left open by the SSA; and
WHEREAS, the Parties have entered into this Agreement in compromise of positions
taken in accord with their rights and interests under Chapters 350, 366 and 120, Florida Statutes,
as applicable, and as a part of the negotiated exchange of consideration among the Parties to this
Agreement, each has agreed to concessions to the others with the expectation that all provisions
of the Agreement will be enforced by the Commission as to all matters addressed herein with
respect to all Parties, upon acceptance of the Agreement as provided herein and upon approval in
the public interest;
NOW THEREFORE, in consideration of the foregoing and the covenants contained
herein, the Parties hereby stipulate and agree:
1. This Agreement shall become effective upon Commission approval, and the base rate
changes agreed to herein, shall be effective January 1, 2019 (the “Implementation Date”).
The base rate changes shall be applied to meter readings beginning with the first billing
cycle for January 2019 (“cycle one”), regardless of the actual date the cycle one meter
readings occur, and shall continue until Gulf's base rates are next reset in a general base
rate proceeding.
2. The Parties have reached agreement regarding the flow back of the “protected” excess
deferred taxes as an additional reduction in Gulf’s base rates, with the annualized impact
on Gulf’s base rates associated with such “protected” excess deferred taxes being a

reduction of $9.6 million per year to be implemented as a reduction to the current base



rates (newly established and implemented in 2018 by the SSA) through the package of
new 2019 rates set forth in Attachment A which have been developed consistent with the
approach taken in Attachment A to the SSA for the 2018 base rate reduction. The
associated revised tariff sheets reflecting the revised rates for implementation pursuant to
this Agreement shall be submitted by Gulf under separate cover letter.

The Parties acknowledge that Gulf classifies the deficient deferred taxes relating to cost
of removal/negative net salvage as protected. If the IRS issues guidance that cost of
removal/negative net salvage is to be treated as "unprotected," the Parties agree that the
cost of removal/negative net salvage shall be accounted for using the Average Rate
Assumption Method (“ARAM” or “protected method”) and the deficient deferred taxes
will be recovered over the remaining life of the asset.

The Parties request that the Commission consider and approve this Agreement at the
earliest possible date so that final agency action will allow implementation in accordance
with paragraph 1 above.

No Party to this Agreement will request, support, or seek to impose a change in the
application of any provision hereof.

The provisions of this Agreement are contingent on approval of this Agreement in its
entirety by the Commission without modification. The Parties support a determination by
the Commission that approval of this Agreement is in the public interest. The Parties
further agree that they will support this Agreement and will not request or support any
order, relief, outcome, or result in conflict with the terms of this Agreement in any
administrative or judicial proceeding relating to, reviewing, or challenging the

establishment, approval, adoption, or implementation of this Agreement or the subject



matter hereof. No party will assert in any proceeding before the Commission or any court
that this Agreement or any of the terms in the Agreement shall have any precedential
value, except to enforce the provisions of this Agreement. Approval of this Agreement in
its entirety will resolve all remaining matters and issues in this docket pursuant to and in
accordance with Section 120.57(4), Florida Statutes. No Party shall seek appellate review
of any order issued in regards to this Agreement.

7. This Agreement is dated as of August 27, 2018. It may be executed in counterpart
originals, and a scanned pdf copy of an original signature shall be deemed an original.
Any person or entity that executes a signature page to this Agreement shall become and
be deemed a Party with the full range of rights and responsibilities provided hereunder,
notwithstanding that such person or entity is not listed in the first recital above and
executes the signature page subsequent to the date of this Agreement, it being expressly
understood that the addition of any such additional Party (or Parties) shall not disturb or
diminish the benefits of this Agreement to any current Party.

In Witness Whereof, the Parties evidence their acceptance and agreement with the provisions of

this Agreement by their signature on one of the following pages.



Respectfully submitted,

Qs

Jeffrel A. Sgone

Florida Bat No. 325953

Vice President, General Counsel & Corporate Secretary
Gulf Power Company

One Energy Place

Pensacola, Florida 32520-0100

(850) 444-6550



Respectfully/sybmitted,

. R. Kelly, Pupfic Counsel

Charles J. Refvinkel, Deputy Public Counsel

Stephanie Morse, Associate Public Counsel
Office of Public Counsel
c/o The Florida Legislature
111 West Madison Street, Room 812
Tallahassee, FL 32399-1400
Office of Public Counsel

Attorneys for the Citizens of Florida




Respectfully submitted,

. - NN,
Jon C. Moyle, Jr., M _>

Ka en\@Putnal, Esquire
Moyle Law Firm, P.A.
The Perkins House

118 North Gadsden Street
Tallahassee, FL 32301

Attorneys for the Florida Industrial Power Users Group (FIPUG)



Respectfully submitted,

Robert Scheffel Wright 0 o w
John T. LaVia, III

ush, Dee, LaVia & Wright, P.A.

Gardner, Bist, Bowden,
1300 Thomaswood Drive
Tallahassee, Florida 32308

Attorneys for the Florida Retail Federation (FRF)



Respectfully, submitted,

B
George Cavros

Southern Alliance for Clean Energy
120 E. Oakland Park Blvd., Suite 105
Fort Lauderdale, FL. 33334

(954) 295-5714 (tel)

(866) 924-2824 (fax)

On Behalf of Southern Alliance for Clean Energy (SACE)



Rate Design Materials

This attachment is organized in five sections:
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Section

Description

Page
Numbers

A

Summary
Rate Summary Table and Impact on 1,000 kWh Residential Bill.

2-5

Allocation of the Rate Change
Tables showing how the overall retail rate change has been spread

to the various retail rate classes.

Proof of Revenue
A detailed demonstration of the revenue produced by the retail rates
(excluding Rate Schedule OS), and associated back-up information.

The style of this section is very similar to that of MFR E-13c.

Proof of Revenue — Rate Schedule OS
A detailed demonstration of the revenue produced by Rate

Schedule OS (Outdoor Service). The style of this section is very
similar to that of MFR E-13d.

25-30

Proof of Revenue Summary
A summary of revenue achieved for all new retail rates from

Section C and Section D.

31-32
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Section A
Summary



TAX REFORM - REMAINING ISSUES
NEW RETAIL ELECTRIC SERVICE RATES

SUMMARY
Tax Reform -
Rate Rate Remaining Issues
Schedule Component Rates
RS Base Charge ($/day) $0.64
Energy-Demand Charge (¢/KWH) 4.886 ¢
GS Base Charge ($/Bill) $25.25
Energy-Demand Charge (¢/KWH) 5.086 ¢
GSD Base Charge ($/Bill) $46.92
Demand Charge ($/KW) $7.05
Energy Charge (¢/KWH) 1.800 ¢
Primary Voltage Discount ($0.27)
LP Base Charge ($/Bill) $262.80
Demand Charge ($/KW) $12.28
Energy Charge (¢/KWH) 0.926 ¢
Primary Voltage Discount ($0.36)
Transmission Voltage Discount ($0.55)
PX Base Charge ($/Bill) $800.70
Demand Charge ($/KW) $11.68
Energy Charge (¢/KWH) 0.429 ¢
Minimum Monthly Bill
Demand Charge ($/KW) $14.03
Transmission Voltage Discount ($0.18)
RSTOU Base Charge ($/day) $0.64
On-Peak Energy-Demand Charge (¢/KWH) 4.886 ¢
Off-Peak Energy-Demand Charge (¢/KWH) 4.886 ¢
RSVP Base Charge ($/day) $0.64
Low P1 (¢/KWH) 4.886 ¢
Medium P2 (¢/KWH) 4.886 ¢
High P3 (¢/KWH) 4.886 ¢
Critical P4 (¢/KWH) 4.886 ¢
GSTOU Base Charge ($/Bill) $46.92
Summer On-Peak (¢/KWH) 19.367 ¢
Summer Intermediate (¢/KWH) 7.230 ¢
Summer Off-Peak (¢/KWH) 3.006 ¢
Winter (¢/KWH) 4.208 ¢
GSDT Base Charge ($/Bill) $46.92
Maximum Demand Charge ($/KW) $3.35
On-Peak Demand Charge ($/KW) $3.77
On-Peak Energy Charge (¢/KWH) 1.800 ¢
Off-Peak Energy Charge (¢/KWH) 1.800 ¢
Primary Voltage Discount ($0.27)

Attachment A

Page 3 of 32



Attachment A

Page 4 of 32
Tax Reform -
Rate Rate Remaining Issues
Schedule Component Rates

LPT Base Charge ($/Bill) $262.80
Maximum Demand Charge ($/KW) $2.51
On-Peak Demand Charge ($/KW) $9.87

On-Peak Energy Charge (¢/KWH) 0.926 ¢

Off-Peak Energy Charge (¢/KWH) 0.926 ¢
Primary Voltage Discount ($0.36)
Transmission Voltage Discount ($0.55)

Critical Peak Option:

Max Demand ($/KW) $2.51
On-Peak Demand ($/KW) $9.87
PXT Base Charge ($/Bill) $800.70
Maximum Demand Charge ($/KW) $0.95
On-Peak Demand Charge ($/KW) $10.84

On-Peak Energy Charge (¢/KWH) 0.429 ¢

Off-Peak Energy Charge (¢/KWH) 0.429 ¢

Minimum Monthly Bill

Maximum Demand Charge ($/KW) $14.14
Transmission Voltage Discount ($0.18)

oS-/ Energy Charge (¢/KWH) 2517 ¢

os-lll Energy Charge (¢/KWH) 4.744 ¢
SBS Base Charge ($/Bill) $261.68
100 to 499 Local Facilities Charge ($/KW) $2.93
KW Reservation Charge ($/KW) $1.38
Daily Demand Charge ($/KW) $0.65
On-Peak Demand Charge ($/KW) $3.77

Energy Charge (¢/KWH) 3.028 ¢
Primary Voltage Discount ($0.05)
SBS Base Charge ($/Bill) $261.68
500 to 7,499 Local Facilities Charge ($/KW) $2.65
KW Reservation Charge ($/KW) $1.38
Daily Demand Charge ($/KW) $0.65
On-Peak Demand Charge ($/KW) $9.87

Energy Charge (¢/KWH) 3.028 ¢
Primary Voltage Discount ($0.05)
Transmission Voltage Discount ($0.06)
SBS Base Charge ($/Bill) $623.10
Above 7,499 Local Facilities Charge ($/KW) $0.93
KW Reservation Charge ($/KW) $1.41
Daily Demand Charge ($/KW) $0.66
On-Peak Demand Charge ($/KW) $10.84

Energy Charge (¢/KWH) 3.028 ¢
Transmission Voltage Discount ($0.07)
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Gulf Power Company
Residential Service @ 1,000 kwWh
Total Monthly Billing Base Rate Impact of Tax Reform - Remaining Issues
(Includes Current Clause Rates & GRT)
Billing Basis Monthly Bill Change

Present Rate $ 131.28
Proposed Rate $ 130.15 $ (1.13)
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Section B
Allocation of the
Rate Change
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Section C
Proof of Revenue
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Page 23 of 32
TAX REFORM - REMAINING ISSUES
BASE CHARGE CHANGES AND CORRESPONDING UNIT COSTS
1) (2) 3) (4)
CURRENT NEW

RATE BASE BASE UNIT

CLASS CHARGE CHARGE COST
GS $26.00 /mo. $25.25 /mo. $25.47 /mo.
GSD/GSDT $47.33 /mo. $46.92 /mo. $47.01 /mo.
PX/PXT $813.73 /mo. $800.70 /mo. No Data: Billing Units =0



TAX REFORM - REMAINING ISSUES
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TRANSFORMER DISCOUNT CHANGES AND CORRESPONDING UNIT COSTS

A B C
Tax Reform -
Rate Schedule and Gulf's Current Discount Remaining Issues

Voltage Level ($/KW/MO) Unit Cost*

($/KW/MO)
GSD/GSDT - Primary $0.28 $0.27
LP/LPT - Primary $0.37 $0.36
LP/LPT - Transmission $0.57 $0.55

*Prepared using methodology specified by the FPSC's final orders in Gulf's last three rate cases.
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TAX REFORM - REMAINING ISSUES
RATE DESIGN PROOF OF REVENUE SUMMARY

1)

RATE
CLASS

RESIDENTIAL

GS

GSD/GSDT

LP/LPT

MAJOR ACCTS

(O

TOTAL RETAIL:

)
TARGET CHANGE
FROM SALE
OF
ELECTRICITY
FROM SECTION B

($5,756,560)
($394,410)
($1,911,415)
($497,092)
($722,000)

($308,900)

®3)
ACHIEVED CHANGE
PER PROOF
OF
REVENUE
FROM SECTIONS C & D

($9,590,377)

($5,750,057)
($394,520)
($1,910,826)
($499,716)
($722,091)

($308,901)

($9,586,111)




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Consideration of the stipulation and settlement
agreement between Gulf Power Company, the Office
of Public Counsel, Florida Industrial Power Users
Group, and Southern Alliance for Clean Energy
regarding the Tax Cuts and Jobs Act of 2017

| HEREBY CERTIFY that a true copy of the fore

August, 2018 to the following:

Office of Public Counsel

J. R. Kelly

Charles J. Rehwinkel

Public Counsel

c/o The Florida Legislature

111 W. Madison Street, Room 812
Tallahassee, FL 32399-1400
kelly.ir@leq.state.fl.us

rehwinkel.charles @ leg.state.fl.us

Florida Industrial Power Users Group
Jon C. Moyle, Jr.

Karen Putnal

c/o Moyle Law Firm, P.A.

118 North Gadsden Street
Tallahassee, FL 32301

imoyle @ moylelaw.com
kputnal @ moylelaw.com

CERTIFICATE OF SERVICE

Office of the General Counsel

Suzanne Brownless
2540 Shumard Oak Blvd
Tallahassee, FL 32399-0850

sbrownle @psc.state.fl.us

Florida Retail Federation
Robert Schetfel Wright
John T. LaVia

c/o Gardner Law Firm
1300 Thomaswood Drive
Tallahassee, FL 32308

schef@gbwlegal.com
ilavia @ gbwlegal.com

Docket No.: 20180039-El

going has been furnished by electronic mail this 29th day of

George Cavros, Esq.

Southern Alliance for Clean Energy
120 E. Oakland Park Bivd, Suite 105
Fort Lauderdale, FL 33334

george @ cavros-law.com

RUSSELL A. BADDERS
Florida Bar No. 007455
rab@beggslane.com
STEVEN R. GRIFFIN
Florida Bar No. 0827569
srg@beggslane.com
Beggs & Lane

P. O. Box 12950
Pensacola FL 32591-2950
(850) 432-2451

Attorneys for Gulf Power
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