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GQLl POWER COMPANY 

Before the Florida Public Service co .. i••ion 
Rebuttal Ta•tiaony of w. P. Bower• 

In Support of 
Docket No. 891345-EI 

May 21, 1990 

Q. Please state your naaa an4 buaine•• address. 

A. My name is w. P. Bower•. My bu•ine•• address is 500 

Bayfront Parkway, Pen•acola, FL 32501. 

Q. Are you the •aae w. P. Bovera that bas filed prefiled 

direct testiaony in the docket dated Dec••ber 15, 1989? 

A. Yes. 

Q. Have you prepared an exhibit that contains inforaation 

to which you will refer in your testiaony? 

A. Yes. 

Counsel: We aak that Kr. Bower•' 
Exhibit compri•ed ot 
•chedule• be aarked tor 
identification •• 
Exhibit_. (WPB-2) 

Q. What is the purpose of your testiaony? 

A. I am presentinq te•tiaony in rebuttal to the •tatements 

made and positions taken by Kr. Helmuth w. Schultz, III 

contained in his pr~tiled direct testimony in this 

docket. I will •pacifically addre•s hi• po•itions 

concerninq customer Service and Information, customer 

OOCtJMDIT NUMBER-DATE! 

04ltSit MAY 21 S 

F.PSC-RE.~ • 
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Paqe 2 

Service and Information Benchaark, Marketinq and 

Economic Development. 

Q. What ia your poaition ~ Jfr. Schult•'• •tateaent 

that certain progr- pr.vicnwly nacovared through 

Energy Conaervation Co•t Recovery (BCCR) vera rej ectec1 

by the Ca.ai••ion aa DOt oo.t-effective? 

A. Mr. Schultz ia incorrect. We believe, and have provid

ec.. •ub•tantial evidence vhich •howa, that the Good 

~ants New Home and Good ~enta I•proved Ho•e proqrams 

are cost-effective to the Company and ita ratepayers 

and that the aervicea provided through theae proqrams 

are demanded by and highly valued by our cu•tomera. 

Mr. Schultz'• teatiaony d .. onatrat•• hi• lack ot 

understand!nq with regard to utility con•ervation 

programs in general and the Energy conaervation Cost 

Recovery clau•• in particular. Proqraaa included in 

ECCR do not nece••arily have to be quantifiable on 

their own nor do they have to be coat-effective on 

their own. The burden of proof on a Co•pany ie that 

the entire con•ervation plan .uat be coat-effective . 

For example, the CO..iaaion baa recognized •inc• 1981 

that the benefit• aaaociated with conauaer education 

proqrama cannot be quantified. Neverthele••, until 
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October l, 1989, the expenaea tor theae programs have 

been recovered throuqh ECCR. 

Aa ahown in Gult'a reaponae to Item No. 109 of 

Staft'a Seventh Set ot Interroqatoriea in thia docket, 

paqea 2 - 20, the proqrama which are quantifiable are 

coat-effective. They are leaa coat-effective than in 

prior yeara tor one pri•ary reaaon -- the avoided unit 

uaed in the calculation ia a combuation turbine rather 

than a hiqher coat intermediate or baae load unit. 

In ita analyaia ot the benetita ot theae proqrams, 

the Commiaaion •uat take into account the demand and 

qeneration expanaion planninq cycle. It ia natural 

that there will be perioda in which a ayatem has no 

need tor additional baae load qeneration. our preaent 

generation expanaion plan doea not call tor construc

tion ot additional baae load capacity throuqh the year 

2010. We do plan to add lover coat peaking capacity 

beqinninq in 1995. Onder thea• acenarioa, there may be 

perioda when conservation proqr ... of utilitiea will be 

leaa coat-effective or will tall ahort ot beinq 

coat-effective ae calculated under the co .. iaaion'a 

methodoloqy. The Co.aiaaion, apparently anticipatinq 

the cyclical nature of deaand qrowth in qeneration 

conatruction, and deairinq to aaintain the viability of 

conaervation proqrama even durinq the period• which the 
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proqrama miqht be marginally or leaa than coot-ettec

tive, adopted Rule 25-17.008(3). Thia aubpart ot Rule 

25-17.008 provide• •• tollowa: 

( 3) Thia rule doea not require the 
Comaiaaion to approve a proqraa ahown 
to be coat-ettective under it, nor doe• 
it preclude the Commiaaion troa approvinq 
a proqraa ahown not to be coat-effective. 

Thia proviaion in the Rule alao recoqnizea that 

there aay be proqraaa which, althouqh not 

cost-ettective or marqinally ooat-ettective under the 

Commiaaion•a aethodoloqy, aay provide benetita 

autticient to juatity the Co.aiaaion•a aupport and, 

theretore, coat recovery. Although ve utilize thia 

tool aa one ot aany aoreeninq ••chani ... , there 

certainly ia no requirement that the ECCR teat tor 

coat-ettectiven••• be applied aa a condition tor 

recovery throuqh baae rat•• tor proqraaa or aervices. 

Q. Why ia CUlt Power Coapany ••ekiDcJ to have the coata c! 

theae p~ recovered throuCJb base ratea? 

A. Gult tirmly believe• that it ia in the lonq-term best 

interest ot all ot Cult'• cuatoaera tor the Coapany to 

continue to provide theae proqraaa. The coapany 

respects the Comaiaaion'• deciaion that it ia not 

preaently appropriate to allow recovery ot theae 

proqrama through ECCR. Tharetore, we have included the 
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expanse• tor theae proqraaa in the 1990 t eat year 

budget uaad to deteraine the revenue requir .. enta tor 

Q. What ia different between the tvo rata lleChani- that 

juatitiu inclu4ing a progr- in baee rate• that baa 

been excluded troa BCCR? 

A. In their raco .. andation to diacontinue recovery of 

certain proqraaa throuqb ECCR, Staff was particularly 

concerned that the direct paaa through natura of the 

ECCR aachani .. doaa not aerve to liait program expendi

ture•. The nature ot the ECCR aecbaniaa aakaa it 

difficult tor the Start to identity a proper limit on 

these expenditures. On the other band, the nature of 

base rataa, because axpan••• ot a utility have a direct 

effect on the utility•• earned rata of return, effec

tively limit• the aaount ot aonay the ratepayer• will 

ba called upon to pay in regard to auch proqraaa. 

It ia iaportant to nota that Gulf Power Coapany'a 

participation in conservation type activiti•• did not 

baqin with the creation of the BCCR aacbani••· Before 

ECCR, Gulf ' • conservation activitiea vera recovered 

through baae rataa. 
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Q. What evidence concemincJ the coat-effectiven-• or the 

level of cuata.er satisfaction with the proqraaa has 

Kr. Schultz p~ented in his taatiaony? 

A. Mr. Schultz merely stated his opinion, which is not 

supported by any quantitative analysis of the co•t-

effectiveness ot, or the consumer demand tor, the 

services. It is somewhat disturbing that the position 

ot the Office ot Public Counsel is to deny the citizens 

they purport to represent in this proceeding the 

products and services which their clients and our 

cu•tomer• have indicated they desire troa Gulf Power 

Company. 

Mr. Schultz is, in essence, testifying that our 

customers deaand that we provide nothing aore than 

reliable electric service to their aetere. They are, 

under his scenario, unconcerned about price, efficien

cy, conservation or comfort. I firmly believe that, 

were we to cease all efforts in this area, the number 

of customer coaplainta to this Comaiaaion would 

increase and the high level of customer satisfaction 

which we have historically enjoyed would be diminished 

substantially. 

The Good ~ants logo has enjoyed a hiqh percentage 

ot customer recognition. It is synonymous with energy 
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efficiency and conservation. It these proqraas are 

discontinued, much ot what ve have qained will be lost. 

We have, as a result o! these proqrama, become the 

enerqy information supplier tor our cuatoaera. We are 

viewed as the experts and are expected by our customers 

to supply more than electricity to the aeter. The 

customer does not aerely look to the insulation manu

facturer, the window aanutacturer, his architect, or in 

many cases his builder -- he looks to us. In aany 

instances the motives ot other providers ot information 

may be other than what is the aoat enerqy efficient and 

coat-effective alternative. We have and believe we 

should continue to provide these services. The data 

and information we provide is accurate and, unlike 

other suppliers of such intoraation, is not directed at 

the selling of a product, but instead the proaotion ot 

efficient use of energy. We have excelled in the area. 

Again, it we are forced out ot this aark•t, auch of 

what we have gained will be lost. When the tiae comes 

that we are forced back into this aarket, and that time 

will coae, it will coat tar aore than it we are able to 

aaintain a presence in the aarket and sustain and qrow 

on the successes of the past. 
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Q. Would you pl ... e addru• llr. Schultz '• po•ition on the 

Good ~ta Mev Boae Prograa? 

A. Mr. Schultz aaaerta that the proqraa proaotea a9plian

ces, that it ia not neo•••ary for the proviaion of 

electricity, that it duplicate • the Florida Model 

Enerqy Code tor Building Conatruction, that we are 

unable to demonatrate any effect on load and that all 

ot Gulf'• ratepayers pay when only a few benefit. 

Q. Would you plea•• acS.drea• llr. Schultz•• contention that 

the Gooc! ~t• Rev Boae plOC)raa c!uplicataa the Florida 

Model Energy Efficiency Coda tor buildinq conatruction? 

A. The Good ~ant• Home Proqraa offer• •uperior aervices 

and benefit• to our cu•toaer• which are not provided 

throuqh the Code. The Good ~ant• Proqram provides a 

vehicle to optiaize coapliance with the Code which is 

not univeraally enforced in Northweat Florida . The 

Code ia, in actual practice, the ainia~ efficiency 

•tandard• for building conatruction in the •tate. The 

Code doea not provide the aiqnala or ineentivea tor 

buil~er• to include the "optiaua" in enerqy conaervinq 

technoloqi e• in new con•truetion. In tact, builder• 

can manipulate the Code to reduce air conditioninq 

etficienciea and reduce inaulation. In an article 

publi•hed in the April 1989 edition of American Gas, 
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Mr. Edward P. Harkette, Vice Preaident ot Sale• at City 

Gaa Coapany, vaa quoted: 

It the builder booka up natural qaa, ho 
reduc .. the pointa (EPI) by 12 to 16 ••. 
that aiqbt allow hia to inatall leaa 
etticient air conditioninq or leaa 
inaulation. Ba aay take the boae back up 
to 99 pointa, but he'a put aoae aoney in 
hia pocket. The builder• are beqinninq to 
jump on that. 

our aia with Good ~anta ia to optiaize the etticiency 

ot any and all atructurea, reqardleaa ot tual aource. 

Optiaization ot Coda compliance includaa proper instal

lation and aizinq ot heatinq and air-conditioninq 

equipment to inaure aavinqa are realized and to encour

aqe etticienciea beyond thoae aet aa ainiaum. Proper 

installation alao ainimizea the aervice and maintenanc~ 

expenaea and optiaiz .. the lite ot the equipment. 

We are abaolutely convinced that, without our 

involvement in and promotion ot the Good ~ente Home 

Proqraa, the number ot hoaea aeetinq even the ainimum 

atandarda aet by the Code would be tar tewer than ia 

now the caae. Even aa we diacuas thia iaaue, Conqress 

ia lookinq at Federal involv .. ent to qet orqanizations 

to provide aervicaa to conauaere that are identical to 

Good ~enta. In Senate Bill 1355, the Unitea statea 

Senate ia conaiderinq tundinq orqanizationa to a•••~q 

etticiency atandarda ot reaidencea; determine monthly 
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coat ot suppling a reaidencea• enerqy neada; aake 

recommendation• reqardinq coat-effective reaidential 

enerqy efficiency teaturea; report reaulta ot aucb 

inapecti ona to reaidence ownera, reaidence purcbaaera 

and their lendera; and are capable of adainiaterinq e 

unitor~ed energy efficiency rating ayatea. Theae 

aervicea are, in tact, what the Good ~enta Hoae Proqram 

provide& to all cuatoaera in Northveat Florida. It we 

are forced to ahut the Good ~anta Hoae Proqraa down, 

the tremendoua gain• in educatinq the public ot the 

importance ot conatructinq enerqy efficient new homes 

•hich have been aade aince 1976 will be loat. That is 

not in the cuatoaera• beat intereat. cuatoaer demand 

tor the aervicea will not and with the cancellation o{ 

thia proqraa or any other proqraa. What will end ia 

the Coapany•a ability to reapond to their daaanda. 

Please continua. 

I have provided direct teatiaony and aupporting evi

dence that addreaa the baaic iaauea Kr. Schultz raiaea 

concerning the proqraa. Bia teatiaony contain• a 

number ot inccrract atateaenta concerning the purpose 

and benetita ot the proqraa. 

The Good ~enta New Boae Program, vhich waa iaple

aented in 1976, baa never bean uaed tor the aalea 
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promotion ot appliancea. Thia co .. iaaion, fro• 1981, 

through 1987, continually reviewed and approved thia 

pr09ram tor recovery in ECCR. The co .. iaaion and ita 

Staff are well awar e of the purpoae end intent of the 

program and ot the auccesa ve have enjoyed with the 

program. The proqraa proaotea one thinq -- enerqy 

efficiency. It haa aucce•ded and will continue to 

aucceed in thia endeavor. 

Mr. Schultz•• poaition that the prograa is not 

neceaaary tor the proviaion ot electricity aaaumea t hat 

the only product ratepayer• want troa thei r utility is 

energy. Thia aaauaption ia without aubatance or merit. 

Mr. Schultz atatea on paqe 63 ot hia teatimony at 

linea 12 - 14, that the degree of entorc .. ent of the 

Enerqy Efficiency Code doea not chan;• the tact that 

the information ia available, which, accordinq t o Mr. 

Schultz, makea the Good ~enta Hoae Proqraa unneceasary. 

The Code ia not a vehicle tor intoraation exchange; it 

contain• atandarda of construction that are not being 

enforced in Nortbweat Florida. Even it the Code ia to 

be enforced, it can lead to leaa efficient atructurea 

and equipaent, thereby cauain9 peak deaand growth at a 

higher rate than vi th the Good ~enta prograa. He ia 

indirectly advocating the unneceaaary and uneconomical 

conatruction ot generation aa a aubatitute tor the 
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tailur. of a qovernaantal proqraa t o aeet the need• ot 

our ratepayera. Tbia poaition ia in direct conflict 

with qood buaineaa practice and 1eqia1ative directives 

auch as FEECA. 

Hr. Schultz aiatak•nly aaaerta that Cult'• proqram 

has had no diacernible effect on load and that a public 

utility ahould not till any qapa or niches in the tree 

market. The benetita produced by thia proqram since 

1977 are well docuaented in the ECCR dockets and FEECA 

reporta. 

Laatly, Cult Power would not be tillinq any so 

called "qapa" it the needs of our ratepayer• could be 

met by aomeone elae. Mr. Schultz'• atatement that the 

market ia tree ia ridiculoua1 a tree aarket ia void of 

qovernmental interference. Mr. Schultz ia beinq 

retained by a qovernaental aqency which aaintains that, 

it a qovernaental proqraa (The Model Enerqy Code) doe~ 

not work, then the private aector ahould be prohibited 

from reapondinq to private citizen (ratepayer) demand 

by providinq coat-effective product• and aervicea. 

Before dictatinq what hia clienta (the ratepayers) 

want, Mr. Schultz should consider att .. pting to 

deteraine what aervioea they deaand. Be has not. In 

contras t, we are in the aarketplace and know the 

aervicea our cuatoaera are demanding. 

-
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Kr. Schultz aaaerta that the :"lorida Jlodel Energy Code 

(PMEC) ia availAble to the public and abould dictate 

buildinc) efficiency atan4a.rda. Doea blpl..antation of 

the Ploric!a Model Enarqy Code provide the 

coat-ttective benefits intended by PBBCA tor the 

ratepayers ot Northwest Ploric!a? 

No. Even it the FMEC is enforced ita deaiqn does not 

provide the optimum level of electrical peak demand 

reduction, which the Good ~enta proqram provides. Not 

only doea the Good ~enta proqram iaprove the reduction 

in aummer peak deaand, but by encouraginq the installa-

tion ot heat puapa, it provides the pa rticipating 

customer lower enerqy billa as ahown in Schedule 1, 

page 2. 

Are you saying in the ._ balM in lforthveat Florida 

that the coat ot baatinq a bOJM vi tb a beat pUIIp ia 

cheaper than the coat ot heating a heme vith natural 

gas? 

Yea. In •Y Schedule 1, throuqh anqineerinq analyaia , 

tour boaea ot equal aize built vith the aaJDe theraal 

envelope are exaained. The all electric home coats 

lea• to operate than any ot the three ho••• utilizing 

natural qaa. The tvo qaa heat acenarioa repreaent 

varioua level• ot natural qaa conauaption baaed on 
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appliance selection. Coaparinq the coat to heat the 

all electric hoae, you can ••• that the heat pump can 

do the job for $141 annually. The coat of heatinq the 

home with natural gaa varies froa $231 to $267. 

Q . In total operating costa bow do th-• boaea ccmpare? 

A. The all electric home h&a the loveat operating coat, 

even though it haa the highest E.P.I. rating which ia 

the rating given according to the FMEC. Thia rati ng is 

intended to represent relative level• of enerqy effi

ciency in residential atructurea. 

Q. Bow doea thia affect Gulf Power coapany•a aarketinq 

efforts? 

A. If w~ were to exit from the •arketplace and rely on the 

FMEC , the reaul t would be coatly to our cuatomera. As 

you can ••• in ay Schedule 1, page 2, there ia aiqnifi

cant room f or aovaaent in the E.P.I. ratinqa of the qas 

homea. Thia aupporta the atat .. enta of Mr. Markette , 

Vice President of Salea at City Gaa coapany, when he 

commented that the Coda allows for laaa inaulation and 

laaa efficient heating and cooling aquipaent. You can 

eas ily aunliaa that the Code allova juat that. The 

raault ia hoaaa built with laaa efficient coolinq 

equipment and leas thermal intaqrity which cauae a 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Docket No. 891345-EI 
Witneaa: w. P. Bowers 

Paqe 15 

hiqher peak demand on our ayataa, creatinq the nee~ tor 

ad~itional qeneration vbich ia coatly to all 

ratepayer•, e•pecially when it i• not nece••ary. 

Q. Mr. Bovera, ia it the poaition ot the Collpany that it 

•hould be peraitted to advocate one enerqy aource over 

another? 

A. No. Thia ia not the intent of our proqrua•. The 

intent ia to in•ure informed deciaion aakinq and to 

promote efficient uae ot enerqy. We recoqnize the 

impact a~~itional peak d..an~ baa on the co•t ot 

electricity an~ atrive to reduce the qrowth in peak 

demand. To the extent thia i• accoapli•he~ throuqh 

compliance with our proqraaa, we believe there i• 

benefit to all cuatoaera. Additionally, we have an 

obliqation to provide fair, accurate and atraiqht

forward intoraation reqardinq enerqy co•t• to our 

cuatomer•. It the ou•toaer aakea a ai•intoraed dec!-

aion, it not only can coat hiafber aoney, but also has 

a detrimental effect on all cuatoaer•. 

Q. Baa Kr. Schult& correctly lltated the teat year expenses 

tor the Good ~ta Iaproved Boae? 
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A. No. Mr. Schultz did not account tor the expenaea ot 

$152,393 that were recovered in ECCR. Gulf ia aaking 

tor recovery ot $457,390 in baae ratea. 

Q. What ia llr. Schultz•• poaition regarcU.ng the Good ~ents 

Iaproved Boaa Proqraa? 

A. Hia poaition ia eaaentially the aame aa the onea he has 

taken in regard to the Good ~enta New Home Program. 

Once again, Mr. Schultz ia exhibiting hia lack ot 

undoratanding of the program, the aervicea it otters 

and the benefit• it provides to the ratepayera. I have 

provided evidence, where Mr. Schultz haa not, that the 

program ia coat-effective, doea not promote appliances 

and provide• benefit• to all ratepayera. 

Q. Pleue ~iacuaa 11r. Schul ta • a poai tiona concerning the 

Energy Mucation and Presentationa/8-inara Proqraaa. 

A. Mr. Schultz'• aaaertion that the Co•pany could not 

demonatrate coat-ettectiveneaa indicate• that he doea 

not underatand the purpoae or benefit• or theae pro

grams. Thea• proqrama provide general education to all 

ot our ratepayers concerning enerqy ·aervice5 provided 

by the company and other buain••••• inc luding govern

mental agenciea. They alao provide intoraation on 

energy technologiea including thoae that uae energy 
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aourcea other than electricity. Finally, they are used 

to create demand tor the product• and aervicea offered 

by or throuqh our other progra... The progrAllla were 

not removed from ECCR becauae the benefit• derived from 

them were not quantifiable and, therefore, could not be 

evaluated utilizing a ooat-effectiveneaa teat. In Order 

No. 21317, paqe 9, the co .. iaaion atated: 

Now, however, we believe proqraaa of thia kind are 

a fundamental part of the cuatomer aervice respon

aibility of auch utilitiea and, therefore, do not 

require apacial ••• If the FEECA atatute and ECCR 

ware aboliahed tomorrow, cuato•era would atill 

call utility aervice office• to inquire about 
energy efficient product• and uaea. Utilities 
ahould and vould provide auch inforaation on how 

to uae ita product viaely. The need for apecial 

treatment of auch information aervicea has lonq 

aince paaaed, ao we hereby order the elimination 

of theae proqraaa for ECCR purpoaea. 

Q. Do you have any rurthar co.aenta vith reapect to Xr. 

Schultz•• reoa.aandation on the cuatoaer Service and 

Intoraation Proqr .... 

A. Yea. Mr. Schultz haa taken a poaition on tour CUstomer 

service and Inforaation proqraaa without preaentinq any 

evidence, other than hia peraonal opinion, that they 

are not beneficial to the ratepayer• and it ia not 

•normal" for a utility to provide th... It ia, in 

tact, normal tor a utility to provide theae aervices in 

aome form. It would be abnoraal not to provide the 

aervicea. He ia completely iqnorinq the fact that our 
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cuatomera want the product& &nd aervicea provided in 

the proqraaa and that they are beneficial to the 

ratepayer&. Mr. Schultz ia aerely aubatitutinq hia 

opinion aa a non-participant in any of the proqrama !or 

the opinion of thoae who are participatinq and reapinq 

the benefits. Gulf would carefully con.aider and act on 

any evidence provided by Mr. Schultz that demonatrates 

that our customer• want ua to atop providinq them with 

any cuatomer aervicea other than electricity. 

Q . Xr. Bovo:ra, Kr. Schultz taJc•• the poaition that Gulf 

Power ia over the benobw•rk in 1190 tor cuatoaer 

Service an4 Inforaation. Do you agree? 

A. No. I preaented in ay prefiled direct teatimony, 

Exhibit ____ (WPB-1), Schedule 3, a calculation of the 

customer Service and Inforaation benchaark calculation 

that reflect• the iapact of the co .. iaaion deciaion 

reqardinq conaervation expena .. in our 1984 rate case. 

Gulf Power Caapany ia providinq h i qh quality, 

hiqhly valued cuatoaer Service and Inforaation products 

and aervicoa, throuqh aore proqraaa, to aore cuato•era 

and at a lover coat than in 1184 vhen all of the 

expenaea tor the proqraaa being challenged were ap

proved by the C0111liaaion. Gulf ia actually below the 

benchmark $824,000. Any claia that ve are over the 
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benchmark ignores the FPSC'e decieion in 1984 to change 

the method ot recovering eo•• ot the expen••• . The 

FPSC approved all ot the cuatoaer Service and Informa

tion expen••• requeeted in the 1984 rate case. 

Q. Pleaae diacuae Kr. Schultz•• poaition regarding hie 

adjuataenta to cu.atoaer service and Intoraation expend

itures. 

A. Mr. Schultz defends hie adjuetment tor the programs 

listed in hie Exhibit __ (HWS-13) baaed on the premise 

that whoever participates in a program ehould incur all 

ot the coat. Hie poaition iqnoree the tact that all 

ratepayer• accrue benefit• from Gulf'• programs includ-

ing thoee that do not directly participate. This 

commission hae repeatedly recognized that all 

ratepayer• benefit from this proqraa and hae rejected 

the poeition taken by Mr. Schultz. 

Q. Could you provide an exawple ot how all cuatoaera 

benefit troa auch p~? 

A. our industrial technology traneter and technology 

aeaeeament pr oqraa. have enabled ue to work with two of 

our l arqeat induetrial cuatoaere concerning their plans 

to install cogeneration equipaent beginning in 1987. 

We reached an agreement with each ot thee• cuetomers 
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that chanqed the achedule of their project• until the 

generation capacity their project• would avoid would be 

needed by the Company. The aqreementa rec~&!zed the 

timinq ot their projacta. 

Q. Bow does thia tiainq affect your ratepayer•? 

A. If the coqeneration of the two induatrial cuatomera 

project• were completed aa oriqinally acheduled, they 

would have avoided 57.5 KW of baae load capacity and 

435,000,000 KWH in enerqy aalea . Gulf haa aufficient 

base load capacity to aerve retail loada including 

theae customer• in the near term; however, baaed on our 

current expanaion plana, we will likely need additional 

capacity in the future. The agreement• with the two 

cuatomera recoqnize the benefit• to retaining their 

loada in the ahort tara and the lonq tara benefit• of 

encouraqinq cuwtomera to proceed with coqeneration 

plana when the tiainq ia b~~eficial to Gulf's general 

body of cuatomera. 

Q. What do theae contracta have to do with Mr. Schultz•• 

poaition? 

A. We were able to aatabliah credibility and open linea of 

communication with theae cuatoaera aa a reault of our 

cuatomer Service and Inforaation proqraaa . I f t he 
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sales had been lost because of our lack ot action, then 

all ratepayers would have suffered the consequences. 

Bow voul.d all of your ratepayers sutter the conaequenc-

.. ? 

The revenue requirements tor the 57 . 5 MW ot load would 

have been shifted from the industrial rate classes to 

the residential rate class based on the cost-or-service 

methodology currently approved by the Commission. I 

might also add that this is a two-way street. The 

industrial customers have always paid their share ot 

the ECCR expenses, including these directed solely at 

the residential class. 

Please discuss Kr. Schul.tz•s position regarding aarket-

ing .. 

Mr. Schultz has taken two positions reqarding market

ing. First he is under the aistaken iapression that a 

regulated aonopoly lacks competition. secondly, he 

believes that our aar~etinq efforts are directed at 

indiscriminately increasing enerqy sales. 

Pleaae cUacuas Kr. Schulta•• firat position. 

Gulf Power Coapany, like every other regulated electric 

enerqy supplier in the United States, aust aeet 
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competition daily in the aarketplace. Thia competition 

com•• in the fora of the inefficient uae of enerqy, 

cauainq qreater daaanda and increased inveataent. 

Alao, tranaaiaaion acceaa, whereby other utilities may 

aerve load• in another utility'• traditional service 

area; coqeneration that could result in the uneconomi

cal loaa ot load; alternative enerqy auppliera who 

would take hiqh load factor load resulting in increased 

coata to all ratepayer•; and new technoloqiea, such as 

fuel cella that would allow all cuatoaera to produce 

their own enerqy, all provide additional competition. 

Thia competition provide• a qreat deal of preaaure tor 

Gulf to keep ita product coat-effective both in the 

ahort-tera and lonq-tera. 

Mr. Schultz•• position faila to recognize that a 

requlated aonopoly competes with all other private 

sector buain••••• tor load, labor, capital and manage-

rial ability in order to be the supplier of choice for 

conaumer product• and aervioea. Acceptance ot Mr. 

Schultz'• poaition would aean that the owners and 

manaquent ot the requlate~ aonopoly ahould ignore the 

demand• of ita cuatoaera tor product• and aervicea and 

not try to control coata and price by inveatinq in 

activities beneficial to the ratepayers. It is Mr. 

Schultz•• opinion that, aince ve are a requlated 
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monopoly, we will be tully coapenaated for any losses 

that raault troa aarkatplaca coapetition. I do not 

believe that the Commiaaion would aupport any efforts 

on our part to reduce load on our ayatem when capacity 

haa bean built and ia available to aarva that load. 

Were we to do ao and attempt to place the burden tor 

the axiatinq capacity on the raaidantia l ratepayera, 

the Commiasion would be firat in line to condemn the 

Company. 

Plaaae ac!dreaa llr. Schul.ta•a poaition regarcUnq natural 

gaa 0011petition. 

On paqe 73, linea 1 - 13, of hia taatimony, Mr. Schultz 

quotaa a portion of an interrogatory reaponaa concern

inq natural qaa competition and would have this Commis

aion believe that the quoted portion ia indicative ot 

the axiatanca of competition in the entire marketplace. 

The fact ia the reaponae ia part of an explanation tor 

the "hiatorical• nuabara of natural gaa reaidentia1 

dwelling• that ware certified aa baing Good ~enta 

Homea. The raaponaa haa nothinq to do vith aarketplace 

competition in the comaarcial, induatrial and exiating 

residential aarkatplace in 1990 and beyond. 
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Q. Please adc:lr-• 11r. Schult&' • aacond poai tion regardinq 

your aarJtetin9 afforta. 

A. Mr. Schultz would have the Commission believe that our 

marketinq e ttorta concentrate on •active aellinq and 

promotinq ot enerqy aa defined in FEECA •.• "; paqe 75, 

linea 2 - 3, ot hia teati•ony. The truth ia that aome 

ot our ettorta are concentrated on economically in

creaainq ott-peak enerqy aa1ea and thereby apreadinq of 

tixed costa over aore units ot inveataent, reaultinq in 

a lower coat ot service to all cuatoaera . 

Gult recoqnizea that coqeneration can be 

beneficial, and the Company ia an active participant in 

the rule makinq proceedinqa with the Commission on this 

iaaue. We work with our cuatoaera, at the ir request, 

to analyze various options tor tultillinq their energy 

needs. 

The CoJDJDiaaion haa recognized the val u• ot our 

ettorta by approvinq two contracta with industrial 

cuatomera that deterred their coqeneration projects and 

by approvinq a rate rider (Suppleaental Enerqy, 

Schedule SE) that recoqnizea the benefits ot ott-peak 

energy aales. 

The qoal ot our aarketinq ettorta is to assist our 

cuatomera achieve econoaic etticiency by providing the 
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products and services that will enable them to make 

informed decisions reqardinq their anergy investments. 

Q. What ia llr. Schulta•a poaition regarding your econcmic 

developaent activit! .. ? 

A. His basic position is that the Co•pany should not, 

under any circuaatancea, enqaqe in any community and 

economic development activities because they are not 

beneficial to the ratepayers. 

If you were to accept his position, then you must 

believe that uncontrolled and unpredictable qrowth is 

better than, or at leas t equal to, controlled and 

predictable qrowth. You .uat also recoqnize and accept 

the tact that low load factor qrovth is also better 

than, or at least equal to, biqh load factor. I am 

convinced that Mr. Schultz does not believe this, and 

neither doea anyone else. 

Florida is one of the country'• fastest qrowing 

states. We have coaaitted resources to allow us to be 

active participants in the coaaunity and economic 

development process to ensure that vben growth doeo 

occur, the t.pact on our ratepayers will be beneti~ial. 

We are not nov, nor have ve ever been proponents ot 

uncontrolled qrovth in deaand in our service areas. 
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surveya ahow that our cuatoaera rate our co~~nity 

and economic development activitiea aa the number one 

program we ahould otter. Why ia the ottice ot Public 

Counael recomaending that the cuatoaera be denied these 

activities, when over 88 percent ot Gulf'• customers 

desire that we participate in these efforts? 

Please au.aarize your te.tiaony. 

Gulf Power engages in cuatoaer Service and Information 

programs baaed on the d .. anda ot our customers tor hiqh 

quality, enerqy related products and aervicea. Our 

qoal with theae ettorta is to help our customers make 

informed choicea and achieve the highest level ot 

economic efficiency from their energy investment. We 

are not offering thea• programs as a aean• ot indis

criminately increaaing demand tor and aalea ot electric 

energy. OUr cuatomera would not tolerate this kind ot 

action by the Coapany and we would not expect requla

tora to allow ua to recover the expenaea. 

We do expect requlatora to recognize the benefits 

that accrue to the ratepayer• and their overwhelainq 

acceptance ot and voluntary participation in the 

programs. The Office ot the Public Counael is repre

aentinq the Citizen• ot the State in thia proceedinq. 
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It is the reaidential auatoaer who r eceive• the primary 

benefit• from theae pro;raaa. 

Does thia conclude your teatillony? 

Yes, it doea. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

STATE OF FLORIDA 

COUNTY OF ESCAMBIA 
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Docket No. 891345 - EI 

Before me the undersigned authority, personally appeared 

~W~-~P~a~u~l~B~o~w~e£r~•------------------· who being firat duly aworn. 

deposes and says that he/abe is the Genertl M!nager of 

Marketing and Load Management of Gulf Power Coapany and that the 

toregoinq is true and correct to the best of his/her knowledqe. 

information and belief. 

sworn to and subscribed before ae this JC Vt? day of 

/' ,: u.; . 1990. 

" _...., 
• I ' ) ) /~ /~ 

·-.,~).J~ l "' 2' ) ) . I !~ (?/£ 

My Coamission Expires: My Commlnlon exp1, .. 
July 25. 1880 
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1990 MODEL ENERGY CODE 

ENERGY COST COMP~SON 

Assumptions 

Sq. Ft. 1540 

Glass Double Clear 

T N E s 
185 140 15 30 

Attic Insulation R-30 

Wall 12.5 

Duct 4.2 

Perimeter None 

Doors Insulated 

AC/BR .4 
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