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5 

Q. Please state your name and business address. 6 

A. My name is Richard M. Markey, and my business address is One Energy 7 

Place, Pensacola, Florida, 32520. 8 

9 

Q. Mr. Markey, will you please describe your education and experience? 10 

A. I graduated from Oklahoma State University in 1983 with a Bachelor of 11 

Science degree in Geology and a minor in Petroleum Engineering 12 

Technology.  I also hold a Master’s degree in Civil Engineering from 13 

Florida State University.  Prior to joining Gulf Power, I worked in the Oil & 14 

Gas industry, Environmental Consulting and Florida Department of 15 

Environmental Regulation.  In October 1994, I joined Gulf Power 16 

Company as a Geologist and have since held various positions with 17 

increasing responsibilities such as Air Quality Engineer, Supervisor of 18 

Land & Water Programs, and Manager of Land and Water Programs.  In 19 

2016, I assumed my present position as Director of Environmental 20 

Services. 21 

22 

23 

24 

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

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

overseeing the activities of the Environmental Services section to ensure 3 

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

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

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

responsibility 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) final true-up for the period 11 

January 2019 through December 2019.  12 

13 

Q. Mr. Markey, please compare Gulf’s recoverable environmental capital 14 

costs included in the final true-up calculation for the period January 15 

2019 through December 2019 with the approved estimated true-up 16 

amounts.  17 

A. As reflected in Mr. Hume’s Schedule 6A, the actual recoverable capital 18 

costs were $154,785,887 as compared to $155,146,676 included in the 19 

Estimated True-up filing.  This difference resulted in a net variance of 20 

($360,790) or (0.2%) under the estimated true-up projection.  A 21 

breakdown of the variance by program is provided in Mr. Hume’s 22 

Schedule 6A. 23 

24 

25 
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Q. How do the actual O&M expenses for the period January 2019 to1 

December 2019 compare to the amounts included in the Estimated2 

True-up filing?3 

A. Mr. Hume’s Schedule 4A reflects that Gulf’s recoverable environmental4 

O&M expenses for the current period were $27,413,252, as compared to5 

the estimated true-up of $30,651,813.  This difference resulted in a6 

variance of $(3,238,561) or 10.6% under the estimated true-up.  I will7 

address seven O&M projects and/or programs that, collectively, contribute8 

to this variance:  Title V, General Water Quality, Groundwater9 

Contamination Investigation, FDEP NOx Reduction Agreement, Air Quality10 

Compliance Program, Crist Water Conservation, and Coal Combustion11 

Residual (CCR).12 

13 

Q. Please explain the variance of ($92,931) or (35.7%) in (Line item 1.3), 14 

Title V.  15 

A. This line item includes expenses associated with preparation of Gulf’s Title16 

V air permit renewal applications as well as implementation of Title V 17 

permits.  The variance is primarily due to associated support costs being 18 

less than originally anticipated due to fewer requests for information and 19 

studies or other proceedings. 20 

21 

Q. Please explain the variance of ($252,409) or (12.8%) in (Line item 1.6), 22 

General Water Quality.  23 

A. This line item includes expenses related to National Pollutant Discharge 24 

Elimination System (NPDES) permit compliance, Dechlorination, 25 



 

 4  

Groundwater Monitoring and Assessment, Surface Water Studies, the 1 

Cooling Water Intake Program, the Impoundment Integrity Program, and 2 

Stormwater Maintenance.  The line item variance is primarily due to costs 3 

for the Plant Crist thermal study and surface water studies being less than 4 

projected and the Plant Daniel groundwater sampling requirements being 5 

less than anticipated for 2019.   6 

 7 

Q.  Please explain the variance of ($445,570) or (19.6%) in (Line item 1.7), 8 

Groundwater Contamination Investigation.  9 

A. This line item includes expenses related to substation investigation and 10 

remediation activities.  The line item variance is primarily due to three 11 

factors: (1) lower than expected O&M expenses for the Ft. Walton Beach 12 

groundwater remediation system due to the new treatment system that 13 

was recently installed, (2) FDEP revising the schedule for several 14 

substation projects, and (3) reducing costs by conducting more report 15 

preparation in house which had been planned to be conducted by outside 16 

consultants. 17 

 18 

Q.  Please explain the variance of ($251,739) or (49.8%) in (Line item 19 

1.19), FDEP NOx Reduction Agreement.  20 

A. This line item includes costs associated with the Plant Crist Unit 7 21 

Selective Catalytic Reduction (SCR) and the Plant Crist Units 4 and 5 22 

Selective Non-Catalytic Reduction (SNCR) projects that were included as 23 

part of the 2002 agreement with FDEP for ozone attainment.  It includes 24 

the cost of anhydrous ammonia, urea, air monitoring, and general O&M 25 
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expenses related to activities undertaken in connection with the 1 

agreement.  The variance is primarily due to maintenance costs 2 

associated with the Crist Unit 7 SCR being less than originally projected.  3 

4 

Q. Please explain the O&M variance of $(2,281,425) or (11.9%) in the Air 5 

Quality Compliance Program, (Line item 1.20). 6 

A. The Air Quality Compliance Program line item primarily includes O&M 7 

expenses associated with the Plant Daniel Units 1 and 2 scrubbers, Plant 8 

Crist Units 4 through 7 scrubber, Plant Scherer Unit 3 scrubber, Plant Crist 9 

Unit 6 SCR, and Plant Scherer Unit 3 SCR and baghouse.  More 10 

specifically, this line item includes the cost of ammonia, limestone, and 11 

general operation and maintenance activities associated with Gulf’s Air 12 

Quality Compliance Program.  The variance is primarily due to 13 

maintenance cost associated with the Plant Crist and Plant Daniel 14 

scrubbers and the Crist Unit 6 SCR being less than originally projected.  15 

Maintenance costs for the Plant Crist scrubber and SCRs have been 16 

reduced due to Gulf’s plans to increase gas generation capability.  In 17 

addition, the Plant Crist hydrated lime costs were less than originally 18 

anticipated. 19 

20 

Q. Please explain the variance of ($376,873) or (96.4%) in (Line item 21 

1.22), Crist Water Conservation.  22 

A. This line item includes general O&M expenses associated with the Plant 23 

Crist reclaimed water systems, such as piping and valve maintenance.  24 

During the majority of 2019, Unit 6 utilized river water for its cooling water 25 



 

 6  

supply which resulted in maintenance and chemical costs for the 1 

reclaimed water system being less than originally projected.  In addition, 2 

maintenance work originally scheduled for the Fall 2019 was postponed to 3 

the Spring 2020 due to a long lead time on parts for the acid injection 4 

system.  Chemical costs were less than originally projected during this 5 

time due to the acid system being out of service for maintenance. 6 

 7 

Q. Please explain the O&M variance of $609,810 or 14.5% in the Coal 8 

Combustion Residual, (Line item 1.23). 9 

A.   The CCR program includes O&M costs associated with the regulation of 10 

Coal Combustion Residuals by United States Environmental Protection 11 

Agency and the Florida Department of Environmental Protection. More 12 

specifically, the CCR program includes requirements to close the existing 13 

on-site ash ponds at Plant Scholz and Plant Smith, and to regulate CCR 14 

units at Gulf’s Plants Crist, Scherer, Smith and Daniel.  The CCR line item 15 

variance is primarily due to several Plant Scholz pond closure invoices 16 

being inadvertently omitted from the July 2019 cost projection.  The 17 

invoices were being processed at the time the Estimated True-Up filing 18 

was prepared but had not yet been booked through Gulf’s accounting 19 

system. 20 

 21 

Q. Mr. Markey, does this conclude your testimony? 22 

A. Yes. 23 

 24 

 25 
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Richard L. Hume
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Date of Filing: April 1, 2020 4 

5 

Q. Please state your name, business address and occupation.6 

A. My name is Richard Hume.  My business address is 700 Universe Blvd7 

Juno Beach, FL 33408.  I am the Regulatory Issues Manager for Gulf8 

Power Company (Gulf or the Company).9 

10 

Q. Please briefly describe your educational background and business11 

experience.12 

A. I graduated from the University of Florida in 1991 with a Bachelor of13 

Science degree in Business Administration with a Finance Major and14 

earned a Master of Business Administration degree with a Finance15 

Concentration from the University of Florida in 1995.  In 1998, I worked for16 

NewEnergy Associates, (which became a subsidiary of Siemens Power17 

Generation), a consulting firm that worked with Electric and Gas Utilities18 

across the United States.  During that time, I consulted in the area of19 

financial forecasting budgeting as well as cost of service and rate20 

forecasting.  In 2007, I joined Oglethorpe Power and after a year was21 

promoted to the position of Director of Financial Forecasting.  In that22 

position I was primarily responsible for the long range financial forecast23 

and resource plan.  In 2012, I joined Florida Power and Light as Manager24 

of Cost and Performance, managing a data analytics team.  In that25 
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position, my responsibilities included leading the customer rate and bill 1 

impact analysis in partnership with the Regulatory Affairs team.  In 2019, I 2 

joined Gulf Power as the Regulatory Issues Manager where my current 3 

responsibilities include oversight of the Company’s cost recovery clauses, 4 

calculation of cost recovery factors and the related regulatory filing 5 

function of Gulf Power Company. 6 

7 

Q. What is the purpose of your testimony?8 

A. The purpose of my testimony is to present the final true-up amount for the9 

period January 2019 through December 2019 for the Environmental Cost10 

Recovery Clause (ECRC).11 

12 

Q. Have you prepared an exhibit that contains information to which you13 

will refer in your testimony?14 

A. Yes, I am sponsoring one exhibit.  My exhibit consists of ten schedules,15 

nine of which are environmental cost recovery final true-up schedules and16 

one schedule containing the Scherer/Flint credit calculation, as described17 

later in my testimony.  This exhibit was prepared under my direction,18 

supervision, and review.19 

Counsel:     We ask that Mr. Hume’s 20 

exhibit consisting of ten schedules be 21 

marked as Exhibit No. _____ (RLH-1) 22 

23 

24 

25 
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Q. Are you familiar with the ECRC true-up calculation for the period 1 

January through December 2019 set forth in your exhibit? 2 

A. Yes.  These documents were prepared under my supervision. 3 

4 

Q. Have you verified that, to the best of your knowledge and belief, the5 

information contained in these documents is correct?6 

A. Yes, I have.  Unless otherwise indicated, the actual data in these7 

documents is taken from the books and records of Gulf Power Company.8 

The books and records are kept in the regular course of business in9 

accordance with generally accepted accounting principles and practices,10 

and provisions of the Uniform System of Accounts as prescribed by the11 

Florida Public Service Commission (FPSC or Commission).12 

13 

Q. What is the final ECRC true-up amount for the period ending14 

December 2019, to be addressed in the recovery period beginning15 

January 2021?16 

A. An over-recovery in the amount of $5,891,843 was calculated and is17 

reflected on line 3 of Schedule 1A of my exhibit.18 

19 

Q. How was this amount calculated?20 

A. The $5,891,843 over-recovery was calculated by taking the difference21 

between the estimated January 2019 through December 2019 over-recovery22 

of $4,609,567 as approved in FPSC Order No. PSC-2019-0500-FOF-EI,23 

dated November 22, 2019, and the actual 2019 over-recovery of24 
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$10,501,410 which is the sum of lines 5, 6 and 9 on Schedule 2A of my 1 

exhibit.   2 

3 

Q. Please describe Schedules 2A and 3A of your exhibit.4 

A. Schedule 2A shows the calculation of the actual over-recovery of5 

environmental costs for the period January 2019 through December 2019.6 

Schedule 3A of my exhibit is the calculation of the interest provision on the7 

average true-up balance.  This method is the same method of calculating8 

interest that is used in the Fuel Cost Recovery and Purchased Power9 

Capacity Cost Recovery clauses.10 

11 

Q. Please describe Schedules 4A and 5A of your exhibit.12 

A. Schedule 4A compares the actual O&M expenses for the period January13 

2019 through December 2019 with the estimated/actual O&M expenses14 

as filed on July 26, 2019, in Docket No. 20190007-EI.  Schedule 5A shows15 

the monthly O&M expenses by activity, including the offsetting16 

Scherer/Flint credit, along with the calculation of jurisdictional O&M17 

expenses for the recovery period.  Emission allowance expenses and the18 

amortization of gains on emission allowances are included with O&M19 

expenses.  Any material variances in O&M expenses are discussed in20 

Gulf Witness Markey’s final true-up testimony.21 

22 

Q. Please describe Schedules 6A and 7A of your exhibit.23 

A. Schedule 6A for the period January 2019 through December 201924 

compares the actual recoverable costs related to investment with the25 
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estimated/actual amount as filed on July 26, 2019, in Docket No. 1 

20190007-EI.  The recoverable costs include the return on investment, 2 

depreciation and amortization expense, dismantlement accrual, and 3 

property taxes associated with each environmental capital project for the 4 

recovery period.  Recoverable costs also include a return on working 5 

capital associated with emission allowances and the regulatory asset 6 

associated with the retirement of Smith Units 1 and 2 established by 7 

Commission Order No. PSC-16-0361-PAA-EI in Docket No. 20160039-EI 8 

dated August 29, 2016.  Schedule 7A provides the monthly recoverable 9 

costs associated with each project, including the offsetting Scherer/Flint 10 

credit, along with the calculation of the jurisdictional recoverable costs.   11 

Any material variances in recoverable costs related to the environmental  12 

investment for this period are discussed in Mr. Markey’s final true-up 13 

testimony.  14 

15 

Q. Please describe Schedule 8A of your exhibit.16 

A. Schedule 8A includes 35 pages that provide the monthly calculations of17 

the recoverable costs associated with each approved capital project for18 

the recovery period.  As I stated earlier, these costs include return on19 

investment, depreciation and amortization expense, dismantlement20 

accrual, property taxes, cost of emission allowances and the regulatory21 

asset.  Pages 1 through 30 of Schedule 8A show the investment and22 

associated costs related to capital projects, while pages 31 through 3423 

show the investment and costs related to emission allowances, and page24 
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35 shows the costs related to the regulatory asset for retired Plant Smith 1 

Units 1 and 2. 2 

3 

Q. Mr. Hume, what capital structure, components and cost rates did4 

Gulf use to calculate the revenue requirement rate of return?5 

A. Consistent with Commission Order No. PSC-12-0425-PAA-EU dated6 

August 16, 2012, in Docket No. 20120007-EI, the capital structure used in7 

calculating the rate of return for recovery clause purposes for January8 

2019 through June 2019 is based on the weighted average cost of capital9 

(WACC) presented in Gulf’s May 2018 Earnings Surveillance Report10 

(ESR).  For the period July 2019 through November 2019, the capital11 

structure and cost rates used for cost recovery clause purposes is based12 

on the WACC presented in Gulf’s Revised May 2019 ESR.  For December13 

2019, the WACC used is based on the Revised May 2019 adjusted for the14 

implementation of the reduced corporate income/franchise tax, issued by15 

Florida Department of Revenue, Tax Information Publication (TIP) No.16 

19C01-04, dated September 12, 2019.  The rate of return for all periods17 

was adjusted to achieve the 53.5 percent equity ratio as approved by 201818 

Tax Reform Settlement and Stipulation Agreement, approved by FPSC19 

Order No. PSC-2018-0180-FOF-EI in Docket No. 20180039-EI, dated20 

April 12, 2018.  The WACC for all periods includes a return on equity of21 

10.25% as reflected on Schedule 9A.22 

23 

24 

25 
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Q. Please describe Schedule 10A. 1 

A. Schedule 10A provides the monthly calculation of the total ECRC revenue 2 

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

quantifies the portion of Scherer 3 incremental revenue requirements that 4 

continues to be committed to a wholesale customer through a long-term 5 

contract (Scherer/Flint credit), which expired December 2019.  In 6 

accordance with the provisions of the 2017 Settlement Agreement, Gulf 7 

included the Scherer/Flint credit as an offset to recoverable O&M and 8 

capital investment costs through December 2019.  The Scherer/Flint 9 

credits appear on Lines 1.29 and 1.30 of Schedules 4A and 5A and on 10 

Lines 1.36 and 1.37 of Schedules 6A and 7A of my Exhibit RLH-1.  The 11 

inclusion of the Scherer/Flint credit, as calculated, resulted in ECRC being 12 

revenue-neutral regarding the incremental portion of Scherer 3 investment 13 

and expenses.   14 

15 

Q. Please describe the adjustments to the recoverable costs due to the16 

reduction to the Florida corporate income/franchise tax.17 

A. As previously mentioned, the Florida Department of Revenue issued a TIP18 

in September 2019, notifying companies of the reduction to the Florida19 

corporate income tax rate retroactive to January 1, 2019.  To reflect the20 

lower state corporate income tax rate for that period, Gulf adjusted the21 

over/under balance in November 2019 in the amount of $701,304.  In22 

January 2020, Gulf discovered an error in the calculated adjustment and23 

made an additional adjustment of $254,861 in December’s business.24 

25 
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Q. Have there been any other notable changes to the recoverable costs1 

for the period January 2019 through December 2019?2 

A. Yes.  Plant in service and expenditures associated with the Plant Smith3 

and Plant Scholz pond closure projects were moved from capital accounts4 

to deferred FERC 182 regulatory asset accounts during the fall of 2019.5 

Costs associated with the Plant Scholz pond closure and portions of the6 

Plant Smith pond closure were recorded to regulatory asset accounts and7 

will be amortized to expense since the costs are not associated with an8 

operating asset that will incur future benefit.  The regulatory asset costs9 

will continue to be recovered through ECRC and will be amortized at that10 

same depreciable rate previously used for the assets.  Amortization of the11 

regulatory asset will begin by the second quarter of 2020.12 

Additionally, due to Gulf’s move to Nextera accounting systems, there was13 

a need for Gulf to change its process for tracking clause capital14 

investment from an overall project level to a much lower retirement unit15 

level.  This was a beneficial change to our process that allows a much16 

higher degree of automation.  The historical data dated back to the earliest17 

days of the clause and was handled through several generations of18 

accounting systems.  Gulf was unable to identify a small part of the19 

investment, which was unidentified and removed from the clause in June20 

2019.  The adjustment amount for each program is footnoted in the capital21 

schedules.22 

23 

Q. Mr. Hume, does this conclude your testimony?24 

A. Yes25 
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Schedule 1A

Period
Line Amount
 No.       ($)      

1 End of Period Actual Total True-Up for the Period
January 2019 - December 2019 10,501,410
(Schedule 2A, Line 5 + 6 + 9)

2 Estimated/Actual True-up Amount approved for the period
January 2019 - December 2019 4,609,567
(FPSC Order No. PSC-2019-0500-FOF-EI)

3 Current Period True-Up Amount to be Refunded/(Recovered)
in the Period January 2021 - December 2021 5,891,843
(Lines 1 - 2)

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period  True-Up Amount
January 2019 - December 2019

Docket No. 20200007-EI 
ECRC Final True-up  
Exhibit RLH-1, Page 1 of 46
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Schedule 4A
Gulf Power Company

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

January 2019 - December 2019

Variance Report of O & M Activities
(in Dollars)

(1) (2) (3) (4)
Final Actual / Variance

Line Actual Estimated Amount Percent

1 Description of O & M Activities
.1 Sulfur 0 0 0 0.0  %
.2 Air Emission Fees 245,769 216,023 29,746 13.8  %
.3 Title V 167,394 260,325 (92,931) (35.7)  %
.4 Asbestos Fees 500 1,207 (707) (59)  %
.5 Emission Monitoring 753,220 770,225 (17,006) (2.2)  %
.6 General Water Quality 1,714,707 1,967,116 (252,409) (12.8)  %
.7 Groundwater Contamination Investigation 1,825,217 2,270,787 (445,570) (19.6)  %
.8 State NPDES Administration 34,877 42,376 (7,500) (17.7)  %
.9 Lead and Copper Rule 0 0 0 0.0  %
.10 Env Auditing/Assessment 6,686 16,005 (9,318) (58.2)  %
.11 General Solid & Hazardous Waste 956,015 1,026,680 (70,664) (6.9)  %
.12 Above Ground Storage Tanks 117,386 121,715 (4,329) (3.6)  %
.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 0 0 0 0.0  %
.17 Gulf Coast Ozone Study 0 0 0 0.0  %
.18 SPCC Substation Project 0 0 0 0.0  %
.19 FDEP NOx Reduction Agreement 253,453 505,192 (251,739) (49.8)  %
.20 Air Quality Compliance Program 16,864,010 19,145,434 (2,281,425) (11.9)  %
.21 MACT ICR 0 0 0 0.0  %
.22 Crist Water Conservation 14,030 390,903 (376,873) (96.4)  %
.23 Coal Combustion Residual 4,814,078 4,204,267 609,810 14.5 %
.24 Smith Water Conservation 152,397 165,289 (12,892) (7.8) %
.25 Mercury Allowances 0 0 0 0.0  %
.26 Annual NOx Allowances 1,257 1,945 (688) (35.4)  %
.27 Seasonal NOx Allowances 5,264 5,103 161 3.2  %
.28 SO2 Allowances 11,476 22,643 (11,167) (49.3)  %
.29 Scherer/Flint Credit - Energy (517,559) (472,723) (44,836) 9.5  %
.30 Scherer/Flint Credit - Demand (6,925) (8,700) 1,775 (20.4)  %

2 Total O & M Activities 27,413,252 30,651,813 (3,238,561) (10.6)  %

3 Recoverable Costs Allocated to Energy 17,784,284 20,454,167 (2,669,883) (13.1)  %
4 Recoverable Costs Allocated to Demand 9,628,968 10,197,646 (568,678) (5.6)  %

Notes:
Column (1) is the End of Period Totals on Schedule 5A
Column (2) is the approved Projected amount in accordance with FPSC Order No. PSC-2019-0500-FOF-EI
Column (3) = Column (1) - Column (2)
Column (4) = Column (3) / Column (2)
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Schedule 6A

(1) (2) (3) (4)
Final Actual/ 

Line Actual Estimated Amount Percent

1 Description of Investment Projects
.1 Air Quality Assurance Testing 7,603 8,579 (975) (11.4)  %
.2 Crist 5, 6 & 7 Precipitator Projects 3,794,607 3,794,499 108 0.0  %
.3 Crist 7 Flue Gas Conditioning 104,096 104,137 (40) (0.0)  %
.4 Low NOx Burners, Crist 6 & 7 1,769,643 1,775,014 (5,371) (0.3)  %
.5 CEMS - Plants Crist, & Daniel 541,960 541,040 920 0.2  %
.6 Substation Contamination Remediation 369,501 404,453 (34,953) (8.6)  %
.7 Raw Water Well Flowmeters - Plants Crist & Smith 13,034 13,027 7 0.1  %
.8 Crist Cooling Tower Cell 36,931 36,945 (14) (0.0)  %
.9 Crist Dechlorination System 24,083 24,061 22 0.1  %
.10 Crist Diesel Fuel Oil Remediation 1,071 3,889 (2,818) (72.5)  %
.11 Crist Bulk Tanker Unload Sec Contain Struc 5,093 5,087 6 0.1  %
.12 Crist IWW Sampling System 2,966 2,962 4 0.1  %
.13 Sodium Injection System 21,662 21,647 15 0.1  %
.14 Smith Stormwater Collection System 174,056 173,979 77 0.0  %
.15 Smith Waste Water Treatment Facility 59,746 61,919 (2,173) (3.5)  %
.16 Daniel Ash Management Project 1,289,696 1,290,480 (784) (0.1)  %
.17 Smith Water Conservation 2,314,430 2,335,904 (21,474) (0.9)  %
.18 Underground Fuel Tank Replacement 0 0 0 0.0  %
.19 Crist FDEP Agreement for Ozone Attainment 10,684,947 10,738,513 (53,566) (0.5)  %
.20 SPCC Compliance 76,344 76,296 48 0.1  %
.21 Crist Common FTIR Monitor 850 4,546 (3,696) (81.3)  %
.22 Precipitator Upgrades for CAM Compliance 1,135,925 1,141,221 (5,296) (0.5)  %
.23 Plant Groundwater Contamination 0 0 0 0.0  %
.24 Crist Water Conservation 1,775,946 1,780,736 (4,790) (0.3)  %
.25 Plant NPDES Permit Compliance Projects 781,176 795,177 (14,001) (1.8)  %
.26 Air Quality Compliance Program 126,073,487 126,223,523 (150,036) (0.1)  %
.27 General Water Quality 92,612 102,081 (9,469) (9.3)  %
.28 Coal Combustion Residual 3,917,862 3,944,729 (26,867) (0.7)  %
.29 Steam Electric Effluent Limitations Guidelines 603,846 604,453 (607) (0.1)  %
.30 316(b) Cooling Water Intake Structure Regulation 1,422 31,863 (30,441) (95.5)  %
.31 Mercury Allowances 0 0 0 0.0  %
.32 Annual NOx Allowances 445 445 (0) (0.0)  %
.33 Seasonal NOx Allowances 457 4,592 (4,135) (90.0)  %
.34 SO2 Allowances 438,090 438,037 53 0.0  %
.35 Regulatory Asset Smith Units 1 & 2 2,756,588 2,757,082 (494) (0.0)  %
.36 Scherer/Flint Credit - Energy (314,176) (314,942) 765 0.2  %
.37 Scherer/Flint Credit - Demand (3,770,115) (3,779,299) 9,184 0.2  %

2 Total Investment Projects - Recoverable Costs 154,785,887 155,146,676 (360,790) (0.2)  %

3 Recoverable Costs Allocated to Energy 11,906,607 11,934,360 (27,753) (0.2)  %
4 Recoverable Costs Allocated to Demand 142,879,280 143,212,317 (333,037) (0.2)  %

Notes:
Column (1) is the End of Period Totals on Schedule 7A
Column (2) is the approved Projected amount in accordance with FPSC Order No. PSC-2019-0500-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 2019 - December 2019

Variance Report of Capital Investment Projects - Recoverable Costs
(in Dollars)
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Schedule 9A
Page 1 of 3

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Final 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);  25.3450% = effective income tax rate

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

January 2019 - June 2019
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Schedule 9A
Page 2 of 3

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)
Calculation of the Projected Period 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 894,848 34.5417 3.91       1.3519 1.3519
2 Short-Term Debt 20,976 0.8097 2.96       0.0240 0.0240
3 Preferred Stock 0 0.0000 0.00 0.0000 0.0000
4 Common Stock 1,053,681 40.6728 10.25     4.1690 5.5844
5 Customer Deposits 22,119 0.8538 2.08       0.0178 0.0178
6 Deferred Taxes 598,399 23.0986
7 Investment Tax Credit 608 0.0235 7.34       0.0017 0.0021

8 Total 2,590,631 100.0000 5.5644 6.9802 0.5817

ITC Component:
9 Debt 894,848 45.9243 3.91 1.7974 0.0004

10 Equity-Preferred 0 0.0000 0.00 0.0000 0.0000
11            -Common 1,053,681 54.0757 10.25 5.5428 0.0017
12 1,948,530 100.0000 7.3402 0.0021

Breakdown of Revenue Requirement Rate of Return between Debt and Equity:
13 Total Debt Component (Lines 1, 2, 5, and 9) 1.3941 0.1162
14 Total Equity Component (Lines 3, 4, 10, and 11) 5.5861 0.4655
15 Total Revenue Requirement Rate of Return 6.9802 0.5817

Column:
(1) Based on the Revised May 2019 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 Revised May 2019 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 2019 - November 2019

Docket No. 20200007-EI 
ECRC Final True-up  
Exhibit RLH-1, Page 44 of 46



Schedule 9A
Revised 9-25-19 Page 3 of 3

Gulf Power Company
Environmental Cost Recovery Clause (ECRC)

Calculation of the Current Period Estimated True-up Amount
December 2019

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

Jurisdictional   Revenue    Revenue   
   Rate Base    Cost  Weighted Requirement Requirement

Line Capital Component Test Year Ratio  Rate  Cost Rate    Rate          Rate       
($000's)    %   %   %   %   %   

1 Bonds 894,848 34.5416 3.91 1.3519 1.3519
2 Short-Term Debt 20,976 0.8097 2.96 0.0240 0.0240
3 Preferred Stock 0 0.0000 0.00 0.0000 0.0000
4 Common Stock 1,053,681 40.6728 10.25 4.1690 5.5234
5 Customer Deposits 22,119 0.8538 2.08 0.0178 0.0178
6 Deferred Taxes 598,399 23.0986
7 Investment Tax Credit 608 0.0235 7.34 0.0017 0.0021

8 Total 2,590,631 100.0000 5.5644 6.9192 0.5766

ITC Component:
9 Debt 894,848 45.9243 3.91 1.7974 0.0004
10 Equity-Preferred 0 0.0000 0.00 0.0000 0.0000
11            -Common 1,053,681 54.0757 10.25 5.5428 0.0017
12 1,948,530 100.0000 7.3402 0.0021

Breakdown of Revenue Requirement Rate of Return between Debt and Equity:
13 Total Debt Component (Lines 1, 2, 5, and 9) 1.3941 0.1162
14 Total Equity Component (Lines 3, 4, 10, and 11) 5.5251 0.4604
15 Total Revenue Requirement Rate of Return 6.9192 0.5766

Column:
(1) Based on the May 2019 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 2019 Surveillance Report, Schedule 4.
(4) Column (2) x Column (3)
(5) For equity components:  Column (4) / (1-.245218);  24.5218% = effective income tax rate

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

FPSC Capital Structure and Cost Rates
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Environmental Cost 
Recovery Clause Docket No.'. 20200007-EI 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true copy of the foregoing was furnished by electronic mail this 1st day of 
April, 2020 to the following: 

Ausley Law Firm 
James D. Beasley 
J. Jeffry Wahlen 
Malcolm N. Means 
Post Office Box 391 
Tallahassee, FL 32302 
jbea.sley@ausley.com 
jwahlen@ausley.com 
mmeans@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 
mqualls@moylelaw.com 

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

PCS Phosphate - White Springs 
c/o Stone Mattheis Xenopoulos 
& Brew, P.C. 
James W. Brew/Laura Baker 
Eighth Floor, West Tower 
1025 Thomas Jefferson St, NW 
Washington, DC 20007 
jbrew@smxblaw.com 
lwb@smxblaw.com 

Florida Power & Light Company 
Maria J. Moncada 
David Lee 
700 Universe Boulevard 
Juno Beach, FL 33408-0420 
Maria.moncada@fpl.com 
David. lee@fpl.com 

Duke Energy Florida, Inc. 
Matthew R. Bernier 
106 East College Avenue, Suite 800 
Tallahassee, FL 32301 
Matthew.bernier@duke-energy.com 
FLRegulatoryLegal@duke-energy.com 

Florida Power & Light Company 
Kenneth Hoffman 
134 West Jefferson Street 
Tallahassee, FL 32301 
Kenneth.Hoffman@fpl.com 

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

Duke Energy Florida, Inc. 
Dianne M. Triplett 
299 First Avenue North 
St. Petersburg, FL 33701 
Dianne.triplett@duke-eoergy.com 



Tampa Electric Company 
Ms. Paula K. Brown, Manager 
Regulatory Coordination 
P.O. Box 111 
Tampa, FL 33601·0111 
Regdept@tecoenergy_.com 

~~~ 
RUSSELLA.BADbER~ -..__ 
VP & Associate General Counsel 
Florida Bar No. 007 455 
Russell.Badders@nexteraenergy.com 
Gulf Power Company 
One Energy Place 
Pensacola FL 32520-0100 
(850) 444-6550 

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 




