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FAX (850) 469-333 I 

.JEFFREY A. STONE 

..JAS@6EGGSLAN E. COM 

Re: Docket No. 160134-EI- Petition for accounting recognition of Gulf Power Company's ownership in 
Plant Scherer as being in service to retail customers. Staffs First Data Request 

Dear Ms. Janjic: 

Enclosed are Gulf Power Company's responses to Staffs First Data Requests in the docket referred to 
above. As discussed in Gulfs responses, there are no changes to the requested Earnings Surveillance 
Report Schedules or impacts to the Company's monthly fuel schedules for December 2015. This is due 
to the fact that Gulfs ownership interest in Plant Scherer was fully committed to interim long-term off 
system power sales through the end of December 2015. 

The first of three existing contracts for these interim long-term off system pow,er sales expired at the end 
of 2015, releasing approximately 52% of Gulfs ownership in Plant Scherer to resume its role serving 
Gulfs native load customers in Northwest Florida. The second of the three existing contracts expired at 
the end of May 2016, releasing an additional 24% of Gulfs ownership in Plant Scherer to resume its role 
serving Gulfs native load customers in Northwest Florida. The final contract is scheduled to expire at the 
end of 2019, releasing the final 24% of Gulfs ownership in Plant Scherer to resume its role serving 
Gulfs native load customers in Northwest Florida. 

If there are any questions regarding the attached responses, please do not hesitate to contact me. 

Very truly yours, 

=K~~~ 
cc: Office of Commission Clerk 

Office ofPublic Counsel (Kelly, Morse) 
Sierra Club (Csank) 
FIPUG (Moyle) 
Gulf Power (McGee, Henderson) 

501 COMMENDENCIA STREIT 

PENSACOLA, FLORIDA 32502 

FPSC Commission Clerk
FILED JUN 22, 2016
DOCUMENT NO. 03927-16
FPSC - COMMISSION CLERK
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1. Please provide Earnings Surveillance Report Schedules 1, 2, 4 and 5 for the 
following periods with and without the proposed inclusion of Plant Scherer: 

a. December 2015 
b. March 2016 
c. Forecasted December 2016 
d. Forecasted January 2020 

Clearly show the adjustments made to include Plant Scherer in the ESR 
schedules. The Pro Forma section on Schedules 1, 2 and 5 can be used to show 
these adjustments for rate base, net operating income and the return on equity 
calculations. 
 

RESPONSE: 
 
Gulf’s ownership interest was fully committed to interim long-term off system power 
sales through the end of December 2015. The first of three existing contracts for these 
interim long-term off system power sales expired at the end of 2015, releasing 
approximately 52% of Gulf’s ownership in Plant Scherer to resume its role serving Gulf’s 
native load customers in Northwest Florida. The second of the three existing contracts 
expired at the end of May 2016, releasing an additional 24% of Gulf’s ownership in 
Plant Scherer to resume its role serving Gulf’s native load customers in Northwest 
Florida. The final contract is scheduled to expire at the end of 2019, releasing the final 
24% of Gulf’s ownership in Plant Scherer to resume its role serving Gulf’s native load 
customers in Northwest Florida.  
 
For all calculations, no additional rate relief is assumed and the current wholesale/retail 
allocation of costs to serve Gulf’s native load customers remains unchanged. For the 
purpose of preparing the requested schedules, Gulf utilized its Forecasted Jurisdictional 
Model (Utilities International software), with actual data as appropriate, to prepare all 
attached schedules which may vary slightly from the Excel-based ESR schedules 
previously filed with the Commission. 
 
a. There is no change to the Earnings Surveillance Report (ESR) schedules 

previously filed with the Commission for the period December 2015.  See pages 
1 through 6 of Attachment A for all requested schedules.  The jurisdictional return 
on common equity as shown on Schedule 1, line H. is 10.88%. 
 

b. For purposes of preparing the requested ESR schedules for March 2016 
attached to this response, the Company assumed that 52% of Gulf’s ownership 
in Plant Scherer began serving native load customers in Northwest Florida on 
January 1, 2016.  See pages 7 through 24 of Attachment A for all requested 
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schedules. To summarize, the jurisdictional return on common equity with the 
inclusion of Scherer is 9.84%.  The jurisdictional return on common equity 
without the inclusion of Scherer is 10.22%.  These values can be found on 
Schedule 1, line H of each analysis. 

 
c. For purposes of preparing the requested ESR schedules for Forecasted 

December 2016 attached to this response, the Company assumed that beginning 
June 1, 2016, 76% (52% plus 24%) of Gulf’s ownership in Plant Scherer is 
serving these customers.  See pages 25 through 42 of Attachment A for all 
requested schedules.  To summarize, the jurisdictional return on common equity 
with the inclusion of Scherer is 8.32%.  The jurisdictional return on common 
equity without the inclusion of Scherer is 10.25%.  These values can be found on 
Schedule 1, line H of each analysis. 

 
d. For purposes of preparing the requested ESR schedules for Forecasted January 

2020 attached to this response, the Company assumed that 100% of Gulf’s 
ownership in Plant Scherer will be serving native load customers in Northwest 
Florida as of January 1, 2020.  See pages 43 through 60 of Attachment A for all 
requested schedules. To summarize, the jurisdictional return on common equity 
with the inclusion of Scherer is 5.43%.  The jurisdictional return on common 
equity without the inclusion of Scherer is 7.72%.  These values can be found on 
Schedule 1, line H of each analysis. 
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2. Please provide an estimated impact on the Company’s monthly A-6 schedules 
filed in accordance with annual fuel clause for the following periods: 

a. December 2015 
b. March 2016 
c. Forecasted December 2016 
d. Forecasted January 2020 

 
RESPONSE: 
 
Gulf’s ownership interest was fully committed to interim long-term off system power 
sales through the end of December 2015.  The first of three existing contracts for these 
interim long-term off system power sales expired at the end of 2015, releasing 
approximately 52% of Gulf’s ownership in Plant Scherer to resume its role serving Gulf’s 
native load customers in Northwest Florida. The second of the three existing contracts 
expired at the end of May 2016, releasing an additional 24% of Gulf’s ownership in 
Plant Scherer to resume its role serving Gulf’s native load customers in Northwest 
Florida. The final contract is scheduled to expire at the end of 2019, releasing the final 
24% of Gulf’s ownership in Plant Scherer to resume its role serving Gulf’s native load 
customers in Northwest Florida. 
 
For each of the time periods requested above, there is no proposed change to the 
Company’s A-6 (or E-6) schedules. Gulf’s proposed treatment of Scherer Unit 3 will 
continue to exclude power sales revenue from the fuel clause for the portion of Unit 3 
that remains committed to interim long-term off system power sales.  Energy produced 
by Scherer Unit 3 that is not committed under the interim long-term off system power 
sales agreements will be presented in the fuel clause as fuel cost of system net 
generation on Schedules A-3 and A-4.   
 
a. There is no change to the monthly A-schedules previously filed with the 

Commission for the period December 2015 due to the fact that Gulf’s ownership 
interest was fully committed to interim long-term off system power sales through 
the end of December 2015. See Attachment B. 
 

b. For purposes of preparing the requested impact on Gulf’s fuel clause for March 
2016, the Company assumed that 52% of Gulf’s ownership in Plant Scherer 
began serving native load customers in Northwest Florida on January 1, 2016.  
The impact to Gulf’s fuel clause for the month of March 2016 is an estimated net 
increase of $265,000. See Attachment B. 

 
c. For purposes of preparing the requested impact Gulf’s monthly A-schedules for 

December 2016 attached to this response, the Company assumed that beginning 
June 1, 2016, 76% (52% plus 24%) of Gulf’s ownership in Plant Scherer is 
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serving these customers. The impact to Gulf’s fuel clause for the month of 
December is an estimated net increase of $43,000.  For the year ending 
December 2016 the estimated net impact is a decrease of $322,000. See 
Attachment B. 

 
d. For purposes of preparing the requested impact on for Forecasted January 2020 

attached to this response, the Company assumed that 100% of Gulf’s ownership 
in Plant Scherer will be serving native load customers in Northwest Florida as of 
January 1, 2020. The impact to Gulf’s fuel clause for the month of January 2020 
is an estimated net decrease of $1,138,000. See Attachment B. 

 
 



GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

December 2015   
No Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

            (a)              (b)
     Net Operating Income $185,944,761.44 ($70,438,660) $115,506,101 $0 $115,506,101
     Average Rate Base $3,410,070,433 ($1,412,165,831) $1,997,904,602 $0 $1,997,904,602
     Average Rate of Return 5.45% 5.78% 5.78%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $185,896,922 ($70,962,293) $114,934,629 $0 $114,934,629
     Year End Rate Base $3,439,575,798 ($1,439,155,897) $2,000,419,901 $0 $2,000,419,901
     Year End Rate of Return 5.40% 5.75% 5.75%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.19%
       Midpoint 5.55%
       High 5.91%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 5.09 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 4.79 x (System per Books Basis)
      C.  AFUDC To Net Income 10.80%   (System per Books Basis)
      D.  Internally Generated Funds 100.65%   (System per Books Basis)
      E.  LTD To Total Investor Funds 46.18%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 2.45%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 10.88%   (FPSC Adjusted Basis)
      H   Return on Common Equity 10.88%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

No Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (503,731,707) (194,314,506)
   INVESTMENT (1,106,539,726) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (147,879,286) (57,044,435)
   ACCUMULATED DEPRECIATION 197,769,579 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (86,307,864) (33,293,258)

CWIP (20,032,239) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (17,979,330) (6,935,527)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (499,634,597) 192,734,046
   INVESTMENT (12,940,416) PURCHASED POWER CAPACITY COST EXPENSE (88,843,092) 34,271,223
   ACCUMULATED DEPRECIATION (7,166,263) CONSERVATION EXPENSES - O & M AND DEPRECIATION (15,850,230) 6,114,226

CWIP (5,769) CONSERVATION EXPENSES - OTHER TAXES (331,115) 127,728
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (71,565,669) 27,606,457
   INVESTMENT (122,461,561) FRANCHISE FEE REVENUES (44,092,637) (17,008,735)
FAS 143 NET PLANT (54,228,587) FRANCHISE FEE (42,958,504) 16,571,243
INTEREST BEARING CWIP (318,029,785) GROSS RECEIPTS TAX REVENUES (33,197,242) (12,805,836)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (32,832,285)       12,665,054

MARKETING SUPPORT ACTIVITIES (175,783) 67,808
WORKING CAPITAL: WHOLESALE EXPENSE (194,685) 75,100
   ECRC WORKING CAPITAL (6,388,106) INSTITUTIONAL ADVERTISING EXPENSE (183,837) 70,915
   CONSERVATION/AEM INVENTORY (1,438,557) ECONOMIC DEVELOPMENT EXPENSE (60,300) 23,261

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (19,415) 7,489
(2,140,395) DIRECTORS' & OFFICERS' INSURANCE (47,532) 18,335

   FUNDED PROPERTY INSURANCE RESERVE - NET 0 INDUSTRY ASSOCIATION DUES (1,342) 518
   LOANS TO EMPLOYEES AND RETIREES (49,311) TALLAHASSEE LIAISON EXPENSE (467,644) 180,394
   INTEREST & DIVIDENDS RECEIVABLE (48,870) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,556,218) 600,311
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV (123,939) (47,810)
   UNAMORTIZED RATE CASE EXPENSE (3,099,945) GAIN\LOSS ON DISPOSITION OF PROPERTY (21,642) 8,348
   FUEL RELATED DEFERRED DEBITS (27,411,293) INTEREST SYNCHRONIZATION 6,747,988 6,747,988
   UNREALIZED LOSS ON FWD CONTRACT (420)
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 66,392,953
   FAS 158 REGULATORY ASSETS (146,321,423)
   FAS 158 REGULATORY LIABILITIES 146,321,423
   PPA REGULATORY ASSETS (174,071,356)
   PPA REGULATORY LIABILITIES 174,071,356
   FAS 133 REGULATORY ASSETS (88,321,311)
   FAS 133 REGULATORY LIABILITIES 88,321,311

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
December 2015
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

December 2015
No Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 212,191,807             (See calculation in item F. below)
      AFUDC - Debt 5,607,503
      Income Taxes 91,752,950

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 309,552,259       Reconciled Average Retail Amounts
      Interest Charges (Before 0 60,796,735
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 5.09 x       Long Term Debt 715,248,369

      Short Term Debt 37,907,709
 B.   Times Interest Earned without AFUDC       Preference Stock 78,401,578

      Common Equity 717,400,189
      Earnings Before Interest 212,191,807
      AFUDC - Other (12,545,650)         Total 1,548,957,845
      Income Taxes 91,752,950

      % Long Term Debt To Total 46.18%
        Total 291,399,106
      Interest Charges (Before 60,796,735       % Short Term Debt To Total 2.45%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 4.79 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 5,607,503        Rate of Return 5.78% 5.78%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 3,444,409                Cost Rates For:
      AFUDC - Other 12,545,650

        Long Term Debt (1.60) (1.60)
        Total 15,990,059         Short Term Debt (0.01) (0.01)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 148,000,075         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 10.80%

          Subtotal (1.87) (1.87)
 D.   Percent Internally Generated Funds

        Total 3.91 3.91
      Net Income 157,002,575       Divided by Common Equity Ratio 35.91 35.91
      Preference Dividends (9,002,500)
      Common Dividends (130,160,000)       Jurisdictional Return on Common Equity 10.88% 10.88%
      AFUDC (Debt & Other) (18,153,153)
      Depreciation & Amortization 151,167,193
      Deferred Income Taxes 116,648,583
      Investment Tax Credits 0
      Other (36,492,879)

       Total 231,009,819

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 229,508,542

      Percent Internally Generated Funds 100.65%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

March 2016
With the Inclusion of Scherer*

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I. Average Rate of Return
        (Jurisdictional)

            (a)              (b)
     Net Operating Income $178,313,549 ($68,848,799) $109,464,750 $0 $109,464,750
     Average Rate Base $3,451,974,369 ($1,416,217,518) $2,035,756,851 $0 $2,035,756,851
     Average Rate of Return 5.17% 5.38% 5.38%

II. Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $178,239,771 ($68,321,102) $109,918,669 $0 $109,918,669
     Year End Rate Base $3,572,037,029 ($1,419,061,057) $2,152,975,971 $0 $2,152,975,971
     Year End Rate of Return 4.99% 5.11% 5.11%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.17%
       Midpoint 5.52%
       High 5.88%

IV. Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 4.97 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 4.77 x (System per Books Basis)

C. AFUDC To Net Income 7.67%   (System per Books Basis)
D. Internally Generated Funds 181.66%   (System per Books Basis)
E. LTD To Total Investor Funds 45.71%   (FPSC Adjusted Basis)
F. STD To Total Investor Funds 2.66%   (FPSC Adjusted Basis)
G. Return on Common Equity 9.84%   (FPSC Adjusted Basis)
H   Return on Common Equity 9.84%   (Proforma Basis)

* Assumes that 52% of Scherer is dedicated to the base retail jurisdiction from January 2016 - March 2016.
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SCHEDULE 2
PAGE 3 OF 3

With the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (486,101,257) (187,513,560)
   INVESTMENT (1,191,549,855) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (155,506,304) (59,986,557)
   ACCUMULATED DEPRECIATION 208,214,627 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (86,182,971) (33,245,081)

CWIP (19,807,062) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (16,629,036) (6,414,651)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (482,053,786) 185,952,248
   INVESTMENT (13,192,107) PURCHASED POWER CAPACITY COST EXPENSE (88,716,319) 34,222,320
   ACCUMULATED DEPRECIATION (7,312,080) CONSERVATION EXPENSES - O & M AND DEPRECIATION (14,482,206) 5,586,511

CWIP 3,002 CONSERVATION EXPENSES - OTHER TAXES (323,707) 124,870
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (72,721,034) 28,052,139
   INVESTMENT (162,118,507) FRANCHISE FEE REVENUES (43,514,852) (16,785,854)
FAS 143 NET PLANT (71,324,451) FRANCHISE FEE (42,395,573) 16,354,092
INTEREST BEARING CWIP (217,999,445) GROSS RECEIPTS TAX REVENUES (32,687,688) (12,609,276)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (32,305,262)       12,461,755

MARKETING SUPPORT ACTIVITIES (161,034) 62,119
WORKING CAPITAL: WHOLESALE EXPENSE (299,410) 115,497
   ECRC WORKING CAPITAL (6,353,817) INSTITUTIONAL ADVERTISING EXPENSE (276,503) 106,661
   CONSERVATION/AEM INVENTORY (1,477,584) ECONOMIC DEVELOPMENT EXPENSE (61,333) 23,659

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (30,605) 11,806
(3,813,470) DIRECTORS' & OFFICERS' INSURANCE (46,596) 17,974

   FUNDED PROPERTY INSURANCE RESERVE - NET (0) INDUSTRY ASSOCIATION DUES (1,332) 514
   LOANS TO EMPLOYEES AND RETIREES (50,911) TALLAHASSEE LIAISON EXPENSE (461,271) 177,935
   INTEREST & DIVIDENDS RECEIVABLE (38,265) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,524,227) 587,971
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV (457) (176)
   UNAMORTIZED RATE CASE EXPENSE (2,190,826) GAIN\LOSS ON DISPOSITION OF PROPERTY (21,642) 8,348
   FUEL RELATED DEFERRED DEBITS (16,129,577) INTEREST SYNCHRONIZATION 7,331,047 7,331,047
   UNREALIZED LOSS ON FWD CONTRACT (102)
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 84,463,294
   FAS 158 REGULATORY ASSETS (152,373,213)
   FAS 158 REGULATORY LIABILITIES 152,373,213
   PPA REGULATORY ASSETS (168,574,366)
   PPA REGULATORY LIABILITIES 168,574,366
   FAS 133 REGULATORY ASSETS (93,430,634)
   FAS 133 REGULATORY LIABILITIES 93,430,634

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
March 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

March 2016
With the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 204,899,535             (See calculation in item F. below)
      AFUDC - Debt 3,758,651
      Income Taxes 89,608,261

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 298,266,446       Reconciled Average Retail Amounts
      Interest Charges (Before 60,003,705
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 4.97 x       Long Term Debt 717,300,349

      Short Term Debt 41,806,108
 B.   Times Interest Earned without AFUDC       Preference Stock 79,485,892

      Common Equity 730,702,022
      Earnings Before Interest 204,899,535
      AFUDC - Other (8,409,212)         Total 1,569,294,370
      Income Taxes 89,608,261

      % Long Term Debt To Total 45.71%
        Total 286,098,584
      Interest Charges (Before 60,003,705       % Short Term Debt To Total 2.66%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 4.77 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 3,758,651        Rate of Return 5.38% 5.38%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 2,308,751                Cost Rates For:
      AFUDC - Other 8,409,212

        Long Term Debt (1.57) (1.57)
        Total 10,717,963         Short Term Debt (0.01) (0.01)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 139,651,980         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 7.67%

          Subtotal (1.84) (1.84)
 D.   Percent Internally Generated Funds

        Total 3.53 3.53
      Net Income 148,654,480       Divided by Common Equity Ratio 35.89 35.89
      Preference Dividends (9,002,500)
      Common Dividends (127,637,000)       Jurisdictional Return on Common Equity 9.84% 9.84%
      AFUDC (Debt & Other) (12,167,862)
      Depreciation & Amortization 169,425,735
      Deferred Income Taxes 71,761,668
      Investment Tax Credits 0
      Other 86,642,107

       Total 327,676,628

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 180,375,069

      Percent Internally Generated Funds 181.66%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

March 2016   
Without the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro Forma Pro Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

(a) (b)
     Net Operating Income $179,285,008.61 ($68,845,975) $110,439,034 $0 $110,439,034
     Average Rate Base $3,421,520,153 ($1,416,217,518) $2,005,302,635 $0 $2,005,302,635
     Average Rate of Return 5.24% 5.51% 5.51%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $179,221,372 ($68,973,500) $110,247,872 $0 $110,247,872
     Year End Rate Base $3,439,437,468 ($1,419,061,057) $2,020,376,411 $0 $2,020,376,411
     Year End Rate of Return 5.21% 5.46% 5.46%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.16%
       Midpoint 5.52%
       High 5.88%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 4.97 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 4.77 x (System per Books Basis)
      C.  AFUDC To Net Income 7.67%   (System per Books Basis)
      D.  Internally Generated Funds 181.66%   (System per Books Basis)
      E.  LTD To Total Investor Funds 45.72%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 2.66%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 10.22%   (FPSC Adjusted Basis)
      H   Return on Common Equity 10.22%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Without the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (486,101,257) (187,513,560)
   INVESTMENT (1,191,549,855) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (155,506,304) (59,986,557)
   ACCUMULATED DEPRECIATION 208,214,627 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (86,182,971) (33,245,081)

CWIP (19,807,062) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (16,629,036) (6,414,651)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (482,053,786) 185,952,248
   INVESTMENT (13,192,107) PURCHASED POWER CAPACITY COST EXPENSE (88,716,319) 34,222,320
   ACCUMULATED DEPRECIATION (7,312,080) CONSERVATION EXPENSES - O & M AND DEPRECIATION (14,482,206) 5,586,511

CWIP 3,002 CONSERVATION EXPENSES - OTHER TAXES (323,707) 124,870
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (72,721,034) 28,052,139
   INVESTMENT (162,118,507) FRANCHISE FEE REVENUES (43,514,852) (16,785,854)
FAS 143 NET PLANT (71,324,451) FRANCHISE FEE (42,395,573) 16,354,092
INTEREST BEARING CWIP (217,999,445) GROSS RECEIPTS TAX REVENUES (32,687,688) (12,609,276)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (32,305,262)       12,461,755

MARKETING SUPPORT ACTIVITIES (161,034) 62,119
WORKING CAPITAL: WHOLESALE EXPENSE (299,410) 115,497
   ECRC WORKING CAPITAL (6,353,817) INSTITUTIONAL ADVERTISING EXPENSE (276,503) 106,661
   CONSERVATION/AEM INVENTORY (1,477,584) ECONOMIC DEVELOPMENT EXPENSE (61,333) 23,659

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (30,605) 11,806
(3,813,470) DIRECTORS' & OFFICERS' INSURANCE (46,596) 17,974

   FUNDED PROPERTY INSURANCE RESERVE - NET (0) INDUSTRY ASSOCIATION DUES (1,332) 514
   LOANS TO EMPLOYEES AND RETIREES (50,911) TALLAHASSEE LIAISON EXPENSE (461,271) 177,935
   INTEREST & DIVIDENDS RECEIVABLE (38,265) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,524,227) 587,971
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV (457) (176)
   UNAMORTIZED RATE CASE EXPENSE (2,190,826) GAIN\LOSS ON DISPOSITION OF PROPERTY (21,642) 8,348
   FUEL RELATED DEFERRED DEBITS (16,129,577) INTEREST SYNCHRONIZATION 7,331,047 7,331,047
   UNREALIZED LOSS ON FWD CONTRACT (102)
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 84,463,294
   FAS 158 REGULATORY ASSETS (152,373,213)
   FAS 158 REGULATORY LIABILITIES 152,373,213
   PPA REGULATORY ASSETS (168,574,366)
   PPA REGULATORY LIABILITIES 168,574,366
   FAS 133 REGULATORY ASSETS (93,430,634)
   FAS 133 REGULATORY LIABILITIES 93,430,634

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
March 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

March 2016
Without the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 204,899,535             (See calculation in item F. below)
      AFUDC - Debt 3,758,651
      Income Taxes 89,608,261

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 298,266,446       Reconciled Average Retail Amounts
      Interest Charges (Before 60,003,705
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 4.97 x       Long Term Debt 706,206,898

      Short Term Debt 41,160,975
 B.   Times Interest Earned without AFUDC       Preference Stock 78,234,032

      Common Equity 719,154,306
      Earnings Before Interest 204,899,535
      AFUDC - Other (8,409,212)         Total 1,544,756,211
      Income Taxes 89,608,261

      % Long Term Debt To Total 45.72%
        Total 286,098,584
      Interest Charges (Before 60,003,705       % Short Term Debt To Total 2.66%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 4.77 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 3,758,651        Rate of Return 5.51% 5.51%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 2,308,751                Cost Rates For:
      AFUDC - Other 8,409,212

        Long Term Debt (1.57) (1.57)
        Total 10,717,963         Short Term Debt (0.01) (0.01)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 139,651,980         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 7.67%

          Subtotal (1.84) (1.84)
 D.   Percent Internally Generated Funds

        Total 3.66 3.66
      Net Income 148,654,480       Divided by Common Equity Ratio 35.86 35.86
      Preference Dividends (9,002,500)
      Common Dividends (127,637,000)       Jurisdictional Return on Common Equity 10.22% 10.22%
      AFUDC (Debt & Other) (12,167,862)
      Depreciation & Amortization 169,425,735
      Deferred Income Taxes 71,761,668
      Investment Tax Credits 0
      Other 86,642,107

       Total 327,676,628

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 180,375,069

      Percent Internally Generated Funds 181.66%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

March 2016
Specific Line-by-Line Impacts of the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($971,460) ($2,824) ($974,284) $0 ($974,284)
     Average Rate Base $30,454,216 $0 $30,454,216 $0 $30,454,216
     Average Rate of Return -0.07% -0.13% -0.13%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($981,601) $652,398 ($329,203) $0 ($329,203)
     Year End Rate Base $132,599,561 $0 $132,599,561 $0 $132,599,561
     Year End Rate of Return -0.22% -0.35% -0.35%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 0.00%
       Midpoint 0.00%
       High 0.00%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 0.00 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 0.00 x (System per Books Basis)
      C.  AFUDC To Net Income 0.00%   (System per Books Basis)
      D.  Internally Generated Funds 0.00%   (System per Books Basis)
      E.  LTD To Total Investor Funds -0.01%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 0.00%   (FPSC Adjusted Basis)
      G.  Return on Common Equity -0.37%   (FPSC Adjusted Basis)
      H   Return on Common Equity -0.37%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Specific Line-by-Line Impacts of the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS 0 0
   INVESTMENT 0 ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES 0 0
   ACCUMULATED DEPRECIATION 0 PURCHASED POWER CAPACITY COST CLAUSE REVENU 0 0

CWIP 0 ENERGY CONSERVATION COST RECOVERY CLAUSE RE 0 0
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE 0 0
   INVESTMENT 0 PURCHASED POWER CAPACITY COST EXPENSE 0 0
   ACCUMULATED DEPRECIATION 0 CONSERVATION EXPENSES - O & M AND DEPRECIATION 0 0

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES 0 0
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE 0 0
   INVESTMENT 0 FRANCHISE FEE REVENUES 0 0
FAS 143 NET PLANT 0 FRANCHISE FEE 0 0
INTEREST BEARING CWIP 0 GROSS RECEIPTS TAX REVENUES 0 0
PHFU - NORTH ESCAMBIA 0 GROSS RECEIPTS TAX EXPENSE 0 0

MARKETING SUPPORT ACTIVITIES 0 0
WORKING CAPITAL: WHOLESALE EXPENSE 0 0
   ECRC WORKING CAPITAL 0 INSTITUTIONAL ADVERTISING EXPENSE 0 0
   CONSERVATION/AEM INVENTORY 0 ECONOMIC DEVELOPMENT EXPENSE 0 0
   CAPITALIZED DEF. EARNINGS ON TRANSMISSION MGMT FINANCIAL PLANNING SERVICES 0 0

0 DIRECTORS' & OFFICERS' INSURANCE 0 0
   FUNDED PROPERTY INSURANCE RESERVE 0 INDUSTRY ASSOCIATION DUES 0 0
   LOANS TO EMPLOYEES AND RETIREES 0 TALLAHASSEE LIAISON EXPENSE 0 0
   INTEREST & DIVIDENDS RECEIVABLE 0 GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES 0 0
   NORTH ESCAMBIA SITE 0 COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE RE 0 0
   UNAMORTIZED RATE CASE EXPENSE 0 GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS 0 INTEREST SYNCHRONIZATION 0 0
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 0
   FAS 158 REGULATORY ASSETS 0
   FAS 158 REGULATORY LIABILITIES 0
   PPA REGULATORY ASSETS 0
   PPA REGULATORY LIABILITIES 0
   FAS 133 REGULATORY ASSETS 0
   FAS 133 REGULATORY LIABILITIES 0

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
March 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

March 2016
Specific Line-by-Line Impacts of the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 0
      AFUDC - Debt 0
      Income Taxes 0

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 0
      Interest Charges (Before 0       Reconciled Average Retail Amounts
       Deducting AFUDC - Debt)
      Tie With AFUDC 0.00 x       Long Term Debt 11,093,451

      Short Term Debt 645,133
 B.   Times Interest Earned without AFUDC       Preferred Stock 1,251,860

      Common Equity 11,547,716
      Earnings Before Interest 0
      AFUDC - Other 0         Total 24,538,159
      Income Taxes 0

      % Long Term Debt To Total -0.01%
        Total 0
      Interest Charges (Before 0       % Short Term Debt To Total 0.00%
       Deducting AFUDC - Debt)
      Tie Without AFUDC 0.00 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 0        Rate of Return -0.13% -0.13%
      X (1 - Income Tax Rate) 0.0000

      Less: Reconciled Average Retail Weighted 
        Subtotal 0                Cost Rates For:
      AFUDC - Other 0

        Long Term Debt (0.00) (0.00)
        Total 0         Short Term Debt (0.00) (0.00)

        Preferred Stock 0.00 0.00
      Net Income Available for         Customer Deposits 0.00 0.00
      Common Stockholders 0         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available (0.00) (0.00)
       Net Income 0.00%

          Subtotal (0.00) (0.00)
 D.   Percent Internally Generated Funds

        Total (0.13) (0.13)
      Net Income 0       Divided by Common Equity Ratio 0.03 0.03
      Preferred Dividends 0
      Common Dividends 0       Jurisdictional Return on Common Equity -0.37% -0.37%
      AFUDC (Debt & Other) 0
      Depreciation & Amortization 0
      Deferred Income Taxes 0
      Investment Tax Credits 0
      Other 0

       Total 0

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 0

      Percent Internally Generated Funds 0.00%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

December 2016   
With the Inclusion of Scherer*

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

            (a)              (b)
     Net Operating Income $174,210,993 ($68,831,328) $105,379,665 $0 $105,379,665
     Average Rate Base $3,562,917,353 ($1,402,222,226) $2,160,695,127 $0 $2,160,695,127
     Average Rate of Return 4.89% 4.88% 4.88%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $174,178,031 ($68,116,752) $106,061,279 $0 $106,061,279
     Year End Rate Base $3,641,983,040 ($1,396,052,934) $2,245,930,106 $0 $2,245,930,106
     Year End Rate of Return 4.78% 4.72% 4.72%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.22%
       Midpoint 5.58%
       High 5.94%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 4.49 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 4.49 x (System per Books Basis)
      C.  AFUDC To Net Income 0.00%   (System per Books Basis)
      D.  Internally Generated Funds 135.58%   (System per Books Basis)
      E.  LTD To Total Investor Funds 45.55%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 1.27%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 8.32%   (FPSC Adjusted Basis)
      H   Return on Common Equity 8.32%   (Proforma Basis)

*  Assumes that 52% of Scherer is dedicated to the base retail jurisdiction from January 2016 - May 2016, and  76% of Scherer is dedicated
    to the base retail jurisdiction from June 2016 - December 2016
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SCHEDULE 2
PAGE 3 OF 3

With the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (450,546,610) (173,798,355)
   INVESTMENT (1,415,420,993) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (200,577,767) (77,372,874)
   ACCUMULATED DEPRECIATION 222,141,967 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (85,653,817) (33,040,960)

CWIP (9,683,463) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (13,184,000) (5,085,728)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (446,543,956) 172,254,331
   INVESTMENT (14,713,705) PURCHASED POWER CAPACITY COST EXPENSE (88,167,250) 34,010,517
   ACCUMULATED DEPRECIATION (7,169,234) CONSERVATION EXPENSES - O & M AND DEPRECIATION (10,758,553) 4,150,112

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES (599,058) 231,087
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (102,557,300) 39,561,478
   INVESTMENT (177,044,601) FRANCHISE FEE REVENUES (40,116,236) (15,474,838)
FAS 143 NET PLANT (89,715,380) FRANCHISE FEE (39,084,446) 15,076,825
INTEREST BEARING CWIP (5,517) GROSS RECEIPTS TAX REVENUES (30,364,726) (11,713,193)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (30,342,864)       11,704,760

MARKETING SUPPORT ACTIVITIES (181,250) 69,917
WORKING CAPITAL: WHOLESALE EXPENSE (295,999) 114,181
   ECRC WORKING CAPITAL (6,314,012) INSTITUTIONAL ADVERTISING EXPENSE (449,965) 173,574
   CONSERVATION/AEM INVENTORY (1,519,589) ECONOMIC DEVELOPMENT EXPENSE (60,184) 23,216

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (42,500) 16,394
(10,361,815) DIRECTORS' & OFFICERS' INSURANCE (107,458) 41,452

   FUNDED PROPERTY INSURANCE RESERVE - NET (0) INDUSTRY ASSOCIATION DUES (1,517) 585
   LOANS TO EMPLOYEES AND RETIREES (61,623) TALLAHASSEE LIAISON EXPENSE (570,282) 219,986
   INTEREST & DIVIDENDS RECEIVABLE (24,012) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,350,050) 520,782
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV 0 0
   UNAMORTIZED RATE CASE EXPENSE (2,378) GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS (473,954) INTEREST SYNCHRONIZATION 8,932,300 8,932,300
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 103,017,182
   FAS 158 REGULATORY ASSETS (163,945,822)
   FAS 158 REGULATORY LIABILITIES 163,945,822
   PPA REGULATORY ASSETS (152,083,395)
   PPA REGULATORY LIABILITIES 152,083,395
   FAS 133 REGULATORY ASSETS (99,766,557)
   FAS 133 REGULATORY LIABILITIES 99,766,557

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
December 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

December 2016
With the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 187,709,153             (See calculation in item F. below)
      AFUDC - Debt 0
      Income Taxes 82,846,992

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 270,556,145       Reconciled Average Retail Amounts
      Interest Charges (Before 60,260,942
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 4.49 x       Long Term Debt 746,258,437

      Short Term Debt 20,737,659
 B.   Times Interest Earned without AFUDC       Preference Stock 84,654,297

      Common Equity 786,774,153
      Earnings Before Interest 187,709,153
      AFUDC - Other 0         Total 1,638,424,546
      Income Taxes 82,846,992

      % Long Term Debt To Total 45.55%
        Total 270,556,145
      Interest Charges (Before 60,260,942       % Short Term Debt To Total 1.27%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 4.49 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 0        Rate of Return 4.88% 4.88%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 0                Cost Rates For:
      AFUDC - Other 0

        Long Term Debt (1.57) (1.57)
        Total 0         Short Term Debt (0.01) (0.01)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 118,445,711         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 0.00%

          Subtotal (1.85) (1.85)
 D.   Percent Internally Generated Funds

        Total 3.03 3.03
      Net Income 127,448,211       Divided by Common Equity Ratio 36.41 36.41
      Preference Dividends (9,002,500)
      Common Dividends (120,068,000)       Jurisdictional Return on Common Equity 8.32% 8.32%
      AFUDC (Debt & Other) 0
      Depreciation & Amortization 146,783,784
      Deferred Income Taxes 45,943,884
      Investment Tax Credits 0
      Other 100,713,258

       Total 291,818,637

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 215,237,208

      Percent Internally Generated Funds 135.58%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

December 2016   
Without the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro Forma Pro Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

(a) (b)
     Net Operating Income $179,885,793 ($68,824,393) $111,061,400 $0 $111,061,400
     Average Rate Base $3,398,652,770 ($1,402,222,226) $1,996,430,544 $0 $1,996,430,544
     Average Rate of Return 5.29% 5.56% 5.56%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $179,852,672 ($68,372,531) $111,480,141 $0 $111,480,141
     Year End Rate Base $3,437,852,622 ($1,396,052,934) $2,041,799,689 $0 $2,041,799,689
     Year End Rate of Return 5.23% 5.46% 5.46%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.20%
       Midpoint 5.56%
       High 5.93%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 4.49 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 4.49 x (System per Books Basis)
      C.  AFUDC To Net Income 0.00%   (System per Books Basis)
      D.  Internally Generated Funds 135.58%   (System per Books Basis)
      E.  LTD To Total Investor Funds 45.54%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 1.29%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 10.25%   (FPSC Adjusted Basis)
      H   Return on Common Equity 10.25%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Without the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (450,546,610) (173,798,355)
   INVESTMENT (1,415,420,993) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (200,577,767) (77,372,874)
   ACCUMULATED DEPRECIATION 222,141,967 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (85,653,817) (33,040,960)

CWIP (9,683,463) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (13,184,000) (5,085,728)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (446,543,956) 172,254,331
   INVESTMENT (14,713,705) PURCHASED POWER CAPACITY COST EXPENSE (88,167,250) 34,010,517
   ACCUMULATED DEPRECIATION (7,169,234) CONSERVATION EXPENSES - O & M AND DEPRECIATION (10,758,553) 4,150,112

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES (599,058) 231,087
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (102,557,300) 39,561,478
   INVESTMENT (177,044,601) FRANCHISE FEE REVENUES (40,116,236) (15,474,838)
FAS 143 NET PLANT (89,715,380) FRANCHISE FEE (39,084,446) 15,076,825
INTEREST BEARING CWIP (5,517) GROSS RECEIPTS TAX REVENUES (30,364,726) (11,713,193)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (30,342,864)       11,704,760

MARKETING SUPPORT ACTIVITIES (181,250) 69,917
WORKING CAPITAL: WHOLESALE EXPENSE (295,999) 114,181
   ECRC WORKING CAPITAL (6,314,012) INSTITUTIONAL ADVERTISING EXPENSE (449,965) 173,574
   CONSERVATION/AEM INVENTORY (1,519,589) ECONOMIC DEVELOPMENT EXPENSE (60,184) 23,216

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (42,500) 16,394
(10,361,815) DIRECTORS' & OFFICERS' INSURANCE (107,458) 41,452

   FUNDED PROPERTY INSURANCE RESERVE - NET (0) INDUSTRY ASSOCIATION DUES (1,517) 585
   LOANS TO EMPLOYEES AND RETIREES (61,623) TALLAHASSEE LIAISON EXPENSE (570,282) 219,986
   INTEREST & DIVIDENDS RECEIVABLE (24,012) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,350,050) 520,782
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV 0 0
   UNAMORTIZED RATE CASE EXPENSE (2,378) GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS (473,954) INTEREST SYNCHRONIZATION 8,932,300 8,932,300
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 103,017,182
   FAS 158 REGULATORY ASSETS (163,945,822)
   FAS 158 REGULATORY LIABILITIES 163,945,822
   PPA REGULATORY ASSETS (152,083,395)
   PPA REGULATORY LIABILITIES 152,083,395
   FAS 133 REGULATORY ASSETS (99,766,557)
   FAS 133 REGULATORY LIABILITIES 99,766,557

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
December 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

December 2016
Without the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 187,709,153             (See calculation in item F. below)
      AFUDC - Debt 0
      Income Taxes 82,846,992

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 270,556,145       Reconciled Average Retail Amounts
      Interest Charges (Before 60,260,942
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 4.49 x       Long Term Debt 687,618,090

      Short Term Debt 19,403,964
 B.   Times Interest Earned without AFUDC       Preference Stock 78,005,020

      Common Equity 724,909,154
      Earnings Before Interest 187,709,153
      AFUDC - Other 0         Total 1,509,936,229
      Income Taxes 82,846,992

      % Long Term Debt To Total 45.54%
        Total 270,556,145
      Interest Charges (Before 60,260,942       % Short Term Debt To Total 1.29%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 4.49 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 0        Rate of Return 5.56% 5.56%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 0                Cost Rates For:
      AFUDC - Other 0

        Long Term Debt (1.56) (1.56)
        Total 0         Short Term Debt (0.01) (0.01)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 118,445,711         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 0.00%

          Subtotal (1.84) (1.84)
 D.   Percent Internally Generated Funds

        Total 3.72 3.72
      Net Income 127,448,211       Divided by Common Equity Ratio 36.31 36.31
      Preference Dividends (9,002,500)
      Common Dividends (120,068,000)       Jurisdictional Return on Common Equity 10.25% 10.25%
      AFUDC (Debt & Other) 0
      Depreciation & Amortization 146,783,784
      Deferred Income Taxes 45,943,884
      Investment Tax Credits 0
      Other 100,713,258

       Total 291,818,637

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 215,237,208

      Percent Internally Generated Funds 135.58%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

December 2016
Specific Line-by-Line Impacts of the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($5,674,800) ($6,935) ($5,681,735) $0 ($5,681,735)
     Average Rate Base $164,264,583 $0 $164,264,583 $0 $164,264,583
     Average Rate of Return -0.40% -0.69% -0.69%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($5,674,641) $255,779 ($5,418,862) $0 ($5,418,862)
     Year End Rate Base $204,130,418 $0 $204,130,418 $0 $204,130,418
     Year End Rate of Return -0.45% -0.74% -0.74%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 0.02%
       Midpoint 0.02%
       High 0.02%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 0.00 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 0.00 x (System per Books Basis)
      C.  AFUDC To Net Income 0.00%   (System per Books Basis)
      D.  Internally Generated Funds 0.00%   (System per Books Basis)
      E.  LTD To Total Investor Funds 0.01%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds -0.02%   (FPSC Adjusted Basis)
      G.  Return on Common Equity -1.93%   (FPSC Adjusted Basis)
      H   Return on Common Equity -1.93%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Specific Line-by-Line Impacts of the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS 0 0
   INVESTMENT 0 ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES 0 0
   ACCUMULATED DEPRECIATION 0 PURCHASED POWER CAPACITY COST CLAUSE REVENU 0 0

CWIP 0 ENERGY CONSERVATION COST RECOVERY CLAUSE RE 0 0
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE 0 0
   INVESTMENT 0 PURCHASED POWER CAPACITY COST EXPENSE 0 0
   ACCUMULATED DEPRECIATION 0 CONSERVATION EXPENSES - O & M AND DEPRECIATION 0 0

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES 0 0
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE 0 0
   INVESTMENT 0 FRANCHISE FEE REVENUES 0 0
FAS 143 NET PLANT 0 FRANCHISE FEE 0 0
INTEREST BEARING CWIP 0 GROSS RECEIPTS TAX REVENUES 0 0
PHFU - NORTH ESCAMBIA 0 GROSS RECEIPTS TAX EXPENSE 0 0

MARKETING SUPPORT ACTIVITIES 0 0
WORKING CAPITAL: WHOLESALE EXPENSE 0 0
   ECRC WORKING CAPITAL 0 INSTITUTIONAL ADVERTISING EXPENSE 0 0
   CONSERVATION/AEM INVENTORY 0 ECONOMIC DEVELOPMENT EXPENSE 0 0
   CAPITALIZED DEF. EARNINGS ON TRANSMISSION MGMT FINANCIAL PLANNING SERVICES 0 0

0 DIRECTORS' & OFFICERS' INSURANCE 0 0
   FUNDED PROPERTY INSURANCE RESERVE 0 INDUSTRY ASSOCIATION DUES 0 0
   LOANS TO EMPLOYEES AND RETIREES 0 TALLAHASSEE LIAISON EXPENSE 0 0
   INTEREST & DIVIDENDS RECEIVABLE 0 GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES 0 0
   NORTH ESCAMBIA SITE 0 COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE RE 0 0
   UNAMORTIZED RATE CASE EXPENSE 0 GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS 0 INTEREST SYNCHRONIZATION 0 0
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 0
   FAS 158 REGULATORY ASSETS 0
   FAS 158 REGULATORY LIABILITIES 0
   PPA REGULATORY ASSETS 0
   PPA REGULATORY LIABILITIES 0
   FAS 133 REGULATORY ASSETS 0
   FAS 133 REGULATORY LIABILITIES 0

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
December 2016
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

December 2016
Specific Line-by-Line Impacts of the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 0
      AFUDC - Debt 0
      Income Taxes 0

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 0
      Interest Charges (Before 0       Reconciled Average Retail Amounts
       Deducting AFUDC - Debt)
      Tie With AFUDC 0.00 x       Long Term Debt 58,640,347

      Short Term Debt 1,333,695
 B.   Times Interest Earned without AFUDC       Preferred Stock 6,649,277

      Common Equity 61,864,998
      Earnings Before Interest 0
      AFUDC - Other 0         Total 128,488,317
      Income Taxes 0

      % Long Term Debt To Total 0.01%
        Total 0
      Interest Charges (Before 0       % Short Term Debt To Total -0.02%
       Deducting AFUDC - Debt)
      Tie Without AFUDC 0.00 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 0        Rate of Return -0.69% -0.69%
      X (1 - Income Tax Rate) 0.0000

      Less: Reconciled Average Retail Weighted 
        Subtotal 0                Cost Rates For:
      AFUDC - Other 0

        Long Term Debt (0.00) (0.00)
        Total 0         Short Term Debt 0.00 0.00

        Preferred Stock (0.00) (0.00)
      Net Income Available for         Customer Deposits 0.00 0.00
      Common Stockholders 0         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available (0.00) (0.00)
       Net Income 0.00%

          Subtotal (0.01) (0.01)
 D.   Percent Internally Generated Funds

        Total (0.69) (0.69)
      Net Income 0       Divided by Common Equity Ratio 0.10 0.10
      Preferred Dividends 0
      Common Dividends 0       Jurisdictional Return on Common Equity -1.93% -1.93%
      AFUDC (Debt & Other) 0
      Depreciation & Amortization 0
      Deferred Income Taxes 0
      Investment Tax Credits 0
      Other 0

       Total 0

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 0

      Percent Internally Generated Funds 0.00%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

January 2020   
With the Inclusion of Scherer*

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

            (a)              (b)
     Net Operating Income $160,333,204 ($64,689,896) $95,643,308 $0 $95,643,308
     Average Rate Base $3,642,110,993 ($1,185,670,210) $2,456,440,783 $0 $2,456,440,783
     Average Rate of Return 4.40% 3.89% 3.89%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $160,281,642 ($63,887,936) $96,393,706 $0 $96,393,706
     Year End Rate Base $3,724,605,689 ($1,195,779,351) $2,528,826,338 $0 $2,528,826,338
     Year End Rate of Return 4.30% 3.81% 3.81%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.24%
       Midpoint 5.59%
       High 5.95%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 3.61 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 3.59 x (System per Books Basis)
      C.  AFUDC To Net Income 1.22%   (System per Books Basis)
      D.  Internally Generated Funds 69.65%   (System per Books Basis)
      E.  LTD To Total Investor Funds 44.36%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 3.13%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 5.43%   (FPSC Adjusted Basis)
      H   Return on Common Equity 5.43%   (Proforma Basis)

*  Assumes that 100% of Scherer is dedicated to the base retail jurisdiction beginning in January 2020.
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SCHEDULE 2
PAGE 3 OF 3

With the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (642,941,561) (248,014,707)
   INVESTMENT (1,473,623,834) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (197,517,289) (76,192,294)
   ACCUMULATED DEPRECIATION 355,265,068 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (84,721,782) (32,681,427)

CWIP (25,266,569) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (14,176,000) (5,468,392)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (641,560,289) 247,481,882
   INVESTMENT (21,116,634) PURCHASED POWER CAPACITY COST EXPENSE (87,203,677) 33,638,818
   ACCUMULATED DEPRECIATION (5,651,879) CONSERVATION EXPENSES - O & M AND DEPRECIATION (11,149,581) 4,300,951

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES (717,866) 276,917
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (104,431,652) 40,284,510
   INVESTMENT 0 FRANCHISE FEE REVENUES (45,614,227) (17,595,688)
FAS 143 NET PLANT (89,715,380) FRANCHISE FEE (44,441,029) 17,143,127
INTEREST BEARING CWIP (23,605,878) GROSS RECEIPTS TAX REVENUES (34,474,038) (13,298,360)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (34,449,217)       13,288,785

MARKETING SUPPORT ACTIVITIES (177,750) 68,567
WORKING CAPITAL: WHOLESALE EXPENSE (320,977) 123,817
   ECRC WORKING CAPITAL (6,223,851) INSTITUTIONAL ADVERTISING EXPENSE (411,106) 158,584
   CONSERVATION/AEM INVENTORY (2,797,023) ECONOMIC DEVELOPMENT EXPENSE (62,410) 24,075

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (42,500) 16,394
0 DIRECTORS' & OFFICERS' INSURANCE (127,900) 49,337

   FUNDED PROPERTY INSURANCE RESERVE - NET 0 INDUSTRY ASSOCIATION DUES (1,517) 585
   LOANS TO EMPLOYEES AND RETIREES (62,275) TALLAHASSEE LIAISON EXPENSE (638,095) 246,145
   INTEREST & DIVIDENDS RECEIVABLE (74,368) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,589,360) 613,096
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV 0 0
   UNAMORTIZED RATE CASE EXPENSE 135,884 GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS 0 INTEREST SYNCHRONIZATION 7,916,978 7,916,978
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 103,017,182
   FAS 158 REGULATORY ASSETS (163,945,822)
   FAS 158 REGULATORY LIABILITIES 163,945,822
   PPA REGULATORY ASSETS (84,287,183)
   PPA REGULATORY LIABILITIES 84,287,183
   FAS 133 REGULATORY ASSETS (99,766,557)
   FAS 133 REGULATORY LIABILITIES 99,766,557

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
January 2020
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

January 2020
With the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 168,736,018             (See calculation in item F. below)
      AFUDC - Debt 403,110
      Income Taxes 67,785,931

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 236,925,059       Reconciled Average Retail Amounts
      Interest Charges (Before 65,651,276
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 3.61 x       Long Term Debt 812,709,695

      Short Term Debt 57,398,549
 B.   Times Interest Earned without AFUDC       Preference Stock 95,343,879

      Common Equity 866,639,962
      Earnings Before Interest 168,736,018
      AFUDC - Other (901,875)         Total 1,832,092,085
      Income Taxes 67,785,931

      % Long Term Debt To Total 44.36%
        Total 235,620,074
      Interest Charges (Before 65,651,276       % Short Term Debt To Total 3.13%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 3.59 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 403,110        Rate of Return 3.89% 3.89%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 247,610                Cost Rates For:
      AFUDC - Other 901,875

        Long Term Debt (1.63) (1.63)
        Total 1,149,485         Short Term Debt (0.09) (0.09)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.02) (0.02)
      Common Stockholders 94,485,352         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 1.22%

          Subtotal (1.98) (1.98)
 D.   Percent Internally Generated Funds

        Total 1.92 1.92
      Net Income 103,487,852       Divided by Common Equity Ratio 35.28 35.28
      Preference Dividends (9,002,500)
      Common Dividends (130,185,000)       Jurisdictional Return on Common Equity 5.43% 5.43%
      AFUDC (Debt & Other) (1,304,985)
      Depreciation & Amortization 190,378,652
      Deferred Income Taxes 6,658,896
      Investment Tax Credits 0
      Other (11,545,526)

       Total 148,487,389

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 213,192,746

      Percent Internally Generated Funds 69.65%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

January 2020   
Without the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro Forma Pro Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
        (Jurisdictional)

(a) (b)
     Net Operating Income $169,282,757.70 ($64,660,778) $104,621,980 $0 $104,621,980
     Average Rate Base $3,423,107,622 ($1,185,670,210) $2,237,437,412 $0 $2,237,437,412
     Average Rate of Return 4.95% 4.68% 4.68%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income $169,233,723 ($64,346,500) $104,887,223 $0 $104,887,223
     Year End Rate Base $3,441,061,347 ($1,195,779,351) $2,245,281,996 $0 $2,245,281,996
     Year End Rate of Return 4.92% 4.67% 4.67%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 5.21%
       Midpoint 5.56%
       High 5.91%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 3.61 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 3.59 x (System per Books Basis)
      C.  AFUDC To Net Income 1.22%   (System per Books Basis)
      D.  Internally Generated Funds 69.65%   (System per Books Basis)
      E.  LTD To Total Investor Funds 44.36%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 3.13%   (FPSC Adjusted Basis)
      G.  Return on Common Equity 7.72%   (FPSC Adjusted Basis)
      H   Return on Common Equity 7.72%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Without the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT NET OPERATING INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS (642,941,561) (248,014,707)
   INVESTMENT (1,473,623,834) ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES (197,517,289) (76,192,294)
   ACCUMULATED DEPRECIATION 355,265,068 PURCHASED POWER CAPACITY COST CLAUSE REVENUES (84,721,782) (32,681,427)

CWIP (25,266,569) ENERGY CONSERVATION COST RECOVERY CLAUSE REVENUES (14,176,000) (5,468,392)
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE (641,560,289) 247,481,882
   INVESTMENT (21,116,634) PURCHASED POWER CAPACITY COST EXPENSE (87,203,677) 33,638,818
   ACCUMULATED DEPRECIATION (5,651,879) CONSERVATION EXPENSES - O & M AND DEPRECIATION (11,149,581) 4,300,951

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES (717,866) 276,917
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE (104,431,652) 40,284,510
   INVESTMENT 0 FRANCHISE FEE REVENUES (45,614,227) (17,595,688)
FAS 143 NET PLANT (89,715,380) FRANCHISE FEE (44,441,029) 17,143,127
INTEREST BEARING CWIP (23,605,878) GROSS RECEIPTS TAX REVENUES (34,474,038) (13,298,360)
PHFU - NORTH ESCAMBIA (13,042,899) GROSS RECEIPTS TAX EXPENSE (34,449,217)       13,288,785

MARKETING SUPPORT ACTIVITIES (177,750) 68,567
WORKING CAPITAL: WHOLESALE EXPENSE (320,977) 123,817
   ECRC WORKING CAPITAL (6,223,851) INSTITUTIONAL ADVERTISING EXPENSE (411,106) 158,584
   CONSERVATION/AEM INVENTORY (2,797,023) ECONOMIC DEVELOPMENT EXPENSE (62,410) 24,075

    CAPITALIZED DEF. EARNINGS ON TRANSMISSION      MGMT FINANCIAL PLANNING SERVICES (42,500) 16,394
0 DIRECTORS' & OFFICERS' INSURANCE (127,900) 49,337

   FUNDED PROPERTY INSURANCE RESERVE - NET 0 INDUSTRY ASSOCIATION DUES (1,517) 585
   LOANS TO EMPLOYEES AND RETIREES (62,275) TALLAHASSEE LIAISON EXPENSE (638,095) 246,145
   INTEREST & DIVIDENDS RECEIVABLE (74,368) GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES (1,589,360) 613,096
   NORTH ESCAMBIA SITE (4,549,398) COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE REF\N. ESC REV 0 0
   UNAMORTIZED RATE CASE EXPENSE 135,884 GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS 0 INTEREST SYNCHRONIZATION 7,916,978 7,916,978
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 103,017,182
   FAS 158 REGULATORY ASSETS (163,945,822)
   FAS 158 REGULATORY LIABILITIES 163,945,822
   PPA REGULATORY ASSETS (84,287,183)
   PPA REGULATORY LIABILITIES 84,287,183
   FAS 133 REGULATORY ASSETS (99,766,557)
   FAS 133 REGULATORY LIABILITIES 99,766,557

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
January 2020
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

January 2020
Without the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 168,736,018             (See calculation in item F. below)
      AFUDC - Debt 403,110
      Income Taxes 67,785,931

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 236,925,059       Reconciled Average Retail Amounts
      Interest Charges (Before 65,651,276
       Deducting AFUDC - Debt)
      T.I.E. With AFUDC 3.61 x       Long Term Debt 736,030,555

      Short Term Debt 51,947,275
 B.   Times Interest Earned without AFUDC       Preference Stock 86,348,307

      Common Equity 784,880,532
      Earnings Before Interest 168,736,018
      AFUDC - Other (901,875)         Total 1,659,206,669
      Income Taxes 67,785,931

      % Long Term Debt To Total 44.36%
        Total 235,620,074
      Interest Charges (Before 65,651,276       % Short Term Debt To Total 3.13%
       Deducting AFUDC - Debt)
      T.I.E. Without AFUDC 3.59 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 403,110        Rate of Return 4.68% 4.68%
      X (1 - Income Tax Rate) 0.6143

      Less: Reconciled Average Retail Weighted 
        Subtotal 247,610                Cost Rates For:
      AFUDC - Other 901,875

        Long Term Debt (1.62) (1.62)
        Total 1,149,485         Short Term Debt (0.09) (0.09)

        Preference Stock (0.24) (0.24)
      Net Income Available for         Customer Deposits (0.03) (0.03)
      Common Stockholders 94,485,352         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available         (Common Equity at Midpoint) (0.00) (0.00)
       Net Income 1.22%

          Subtotal (1.97) (1.97)
 D.   Percent Internally Generated Funds

        Total 2.71 2.71
      Net Income 103,487,852       Divided by Common Equity Ratio 35.08 35.08
      Preference Dividends (9,002,500)
      Common Dividends (130,185,000)       Jurisdictional Return on Common Equity 7.72% 7.72%
      AFUDC (Debt & Other) (1,304,985)
      Depreciation & Amortization 190,378,652
      Deferred Income Taxes 6,658,896
      Investment Tax Credits 0
      Other (11,545,526)

       Total 148,487,389

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 213,192,746

      Percent Internally Generated Funds 69.65%
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GULF POWER COMPANY SCHEDULE 1
EARNINGS SURVEILLANCE REPORT SUMMARY

January 2020
Specific Line-by-Line Impacts of the Inclusion of Scherer

(1) (2) (3) (4) (5)
Actual FPSC FPSC Pro  Forma Pro  Forma

Per Books Adjustments Adjusted Adjustments Adjusted

I.   Average Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($8,949,554) ($29,118) ($8,978,672) $0 ($8,978,672)
     Average Rate Base $219,003,371 $0 $219,003,371 $0 $219,003,371
     Average Rate of Return -0.54% -0.78% -0.78%

II.  Year End Rate of Return
(JURISDICTIONAL)

            (a)              (b)
     Net Operating Income ($8,952,081) $458,564 ($8,493,517) $0 ($8,493,517)
     Year End Rate Base $283,544,342 $0 $283,544,342 $0 $283,544,342
     Year End Rate of Return -0.61% -0.86% -0.86%

(a) Includes AFUDC Earnings
(b) Includes Reversal of AFUDC Earnings

III. Required Rates of Return
Average Capital Structure

(FPSC Adjusted Basis)

       Low 0.03%
       Midpoint 0.03%
       High 0.03%

IV.  Financial Integrity Indicators

      A.  T.I.E.  With AFUDC 0.00 x (System per Books Basis)
      B.  T.I.E.  Without AFUDC 0.00 x (System per Books Basis)
      C.  AFUDC To Net Income 0.00%   (System per Books Basis)
      D.  Internally Generated Funds 0.00%   (System per Books Basis)
      E.  LTD To Total Investor Funds 0.00%   (FPSC Adjusted Basis)
      F.  STD To Total Investor Funds 0.00%   (FPSC Adjusted Basis)
      G.  Return on Common Equity -2.29%   (FPSC Adjusted Basis)
      H   Return on Common Equity -2.29%   (Proforma Basis)
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SCHEDULE 2
PAGE 3 OF 3

Specific Line-by-Line Impacts of the Inclusion of Scherer

RATE BASE ADJUSTMENTS AMOUNT INCOME STATEMENT ADJUSTMENTS AMOUNT TAX EFFECT

ENVIRONMENTAL COST RECOVERY CLAUSE FUEL & IIC FUEL REVENUES AND ECONOMY PROFITS 0 0
   INVESTMENT 0 ENVIRONMENTAL COST RECOVERY CLAUSE REVENUES 0 0
   ACCUMULATED DEPRECIATION 0 PURCHASED POWER CAPACITY COST CLAUSE REVENU 0 0

CWIP 0 ENERGY CONSERVATION COST RECOVERY CLAUSE RE 0 0
ENERGY CONSERVATION COST RECOVERY FUEL EXPENSE 0 0
   INVESTMENT 0 PURCHASED POWER CAPACITY COST EXPENSE 0 0
   ACCUMULATED DEPRECIATION 0 CONSERVATION EXPENSES - O & M AND DEPRECIATION 0 0

CWIP 0 CONSERVATION EXPENSES - OTHER TAXES 0 0
TRANSMISSION PURSUANT TO STIP. & SETT. ENVIRONMENTAL COST RECOVERY EXPENSE 0 0
   INVESTMENT 0 FRANCHISE FEE REVENUES 0 0
FAS 143 NET PLANT 0 FRANCHISE FEE 0 0
INTEREST BEARING CWIP 0 GROSS RECEIPTS TAX REVENUES 0 0
PHFU - NORTH ESCAMBIA 0 GROSS RECEIPTS TAX EXPENSE 0 0

MARKETING SUPPORT ACTIVITIES 0 0
WORKING CAPITAL: WHOLESALE EXPENSE 0 0
   ECRC WORKING CAPITAL 0 INSTITUTIONAL ADVERTISING EXPENSE 0 0
   CONSERVATION/AEM INVENTORY 0 ECONOMIC DEVELOPMENT EXPENSE 0 0
   CAPITALIZED DEF. EARNINGS ON TRANSMISSION MGMT FINANCIAL PLANNING SERVICES 0 0

0 DIRECTORS' & OFFICERS' INSURANCE 0 0
   FUNDED PROPERTY INSURANCE RESERVE 0 INDUSTRY ASSOCIATION DUES 0 0
   LOANS TO EMPLOYEES AND RETIREES 0 TALLAHASSEE LIAISON EXPENSE 0 0
   INTEREST & DIVIDENDS RECEIVABLE 0 GRT/FPSC FEES ON CLAUSE REV ADJ & FRAN FEES 0 0
   NORTH ESCAMBIA SITE 0 COMP SALES\TRANS REV\G/L SALE GAS\PROV RATE RE 0 0
   UNAMORTIZED RATE CASE EXPENSE 0 GAIN\LOSS ON DISPOSITION OF PROPERTY 0 0
   FUEL RELATED DEFERRED DEBITS 0 INTEREST SYNCHRONIZATION 0 0
   UNREALIZED LOSS ON FWD CONTRACT 0
   ACCUM. PROV. FOR RATE REFUNDS 0
   FAS 143 WORKING CAPITAL 0
   FAS 158 REGULATORY ASSETS 0
   FAS 158 REGULATORY LIABILITIES 0
   PPA REGULATORY ASSETS 0
   PPA REGULATORY LIABILITIES 0
   FAS 133 REGULATORY ASSETS 0
   FAS 133 REGULATORY LIABILITIES 0

     PURSUANT TO STIP. & SETT.

GULF POWER COMPANY
AVERAGE RATE OF RETURN

SYSTEM ADJUSTMENTS
January 2020
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GULF POWER COMPANY SCHEDULE 5
FINANCIAL INTEGRITY INDICATORS

January 2020
Specific Line-by-Line Impacts of the Inclusion of Scherer

 A.   Times Interest Earned with AFUDC E.    Long Term Debt as Percent of Total 
          Investor Capital

      Earnings Before Interest 0
      AFUDC - Debt 0
      Income Taxes 0

F.    Short Term Debt as Percent of Total Investor Capital 
        Total 0
      Interest Charges (Before 0       Reconciled Average Retail Amounts
       Deducting AFUDC - Debt)
      Tie With AFUDC 0.00 x       Long Term Debt 76,679,140

      Short Term Debt 5,451,274
 B.   Times Interest Earned without AFUDC       Preferred Stock 8,995,572

      Common Equity 81,759,430
      Earnings Before Interest 0
      AFUDC - Other 0         Total 172,885,416
      Income Taxes 0

      % Long Term Debt To Total 0.00%
        Total 0
      Interest Charges (Before 0       % Short Term Debt To Total 0.00%
       Deducting AFUDC - Debt)
      Tie Without AFUDC 0.00 x

G.    FPSC Adjusted Average Jurisdictional Return
 C.   Percent AFUDC To Net Income Available         On Common Equity

      for Common Stockholders G. H.
FPSC ADJ. PROFORMA

      FPSC Adjusted Average Earned
      AFUDC - Debt 0        Rate of Return -0.78% -0.78%
      X (1 - Income Tax Rate) 0.0000

      Less: Reconciled Average Retail Weighted 
        Subtotal 0                Cost Rates For:
      AFUDC - Other 0

        Long Term Debt (0.01) (0.01)
        Total 0         Short Term Debt (0.00) (0.00)

        Preferred Stock (0.00) (0.00)
      Net Income Available for         Customer Deposits 0.00 0.00
      Common Stockholders 0         Tax Credits - @  Wt.  Cost (Midpoint)
      Percent AFUDC to Available 0.00 0.00
       Net Income 0.00%

          Subtotal (0.01) (0.01)
 D.   Percent Internally Generated Funds

        Total (0.79) (0.79)
      Net Income 0       Divided by Common Equity Ratio 0.20 0.20
      Preferred Dividends 0
      Common Dividends 0       Jurisdictional Return on Common Equity -2.29% -2.29%
      AFUDC (Debt & Other) 0
      Depreciation & Amortization 0
      Deferred Income Taxes 0
      Investment Tax Credits 0
      Other 0

       Total 0

      Construction Expenditures
       (Excluding AFUDC Other & Debt) 0

      Percent Internally Generated Funds 0.00%
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A. December 2015 

Current Method Proposed Scherer 
As Filed 1/20/16 Inclusion Difference 

Fuel Cost of System Generation 7,113,559 N/A N/A 
Energy Costs of Other Econ. Purchases 11,245,799 N/A N/A 
Total Fuel Costs & Gains of Power Sales (1,520,266) N/A N/A 

N/A 

B. March 2016 

Current Method Proposed Scherer 

As Filed 4/20/16 Inclusion Difference 
Fuel Cost of System Generation 7,061,868 8,679,805 1,617,937 
Energy Costs of Other Econ. Purchases 14A50,553 13,097,597 ( 1,352,956) 
Total Fuel Costs & Gains of Power Sales (5,754,573) (5J54,573) 

264,981 

December 2016 January - December 2016 
c. Projected Actual Data Through May 2016 

Current Method Proposed Scherer Current Method Proposed Scherer 
As filed 9/1/15 Inclusion Difference As filed 9/1/15 Inclusion Difference 

Fuel Cost of System Generation 20,179,000 22,796,000 2,617,000 249A07,000 277,526,000 28,119,000 
Total Costs of Purchased Power 19,714,000 17,140,000 (2,574,000) 199,776,000 171,335,000 (28A41,000) 
Total Fuel Costs & Gains of Power Sales (7,945,000) (7,945,000) - (72A31,000) (72A31,000) 

43,000 (322,000) 

)>Qocn 
D. January 2020 ::::coil) 

~r~=t 
Proposed Scherer ::r"TlCDcn 

~cg=~ Current Method Inclusion Difference ;:!.~~!e. 
Fuel Cost of System Generation 26,580,000 31,044,000 4A64,000 

rom_,_o 
- ;:o~~ 

Total Costs of Purchased Power 22,275,000 16,673,000 (5,602,000) ~om Ill 
(C 0- ;:o 

Total Fuel Costs & Gains of Power Sales (7,388,000) (7,388,000) - CD S'; 2 
->--u c 

(1,138,000) 
0 )> CD -z !e. ->.-< 




