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CHARLES M. DAVIDSON 

ORDER APPROVING PROPOSED FLATBILL RATE SCHEDULE 

BY THE COMMISSION: 

INTRODUCTION 

On May 12,2004, Gulf Power Company (Gulf) filed a petition for authority to implement 
a proposed FlatBill rate schedule. Gulfs FlatBill is an optional pricing program that offers 
residential and small commercial customers a fixed monthly electric bill regardless of kilowatt- 
hour (kWh) usage for 12 months. We approved a FlatBill program as a pilot project in Order 
No. PSC-02-0787-FOF-E1 in Docket No. 010949-EIY In re: Request for a Rate Increase by Gulf 
Power, issued June 10, 2002. The FlatBill pilot program was conducted during calendar year 
2003. Gulf states that the success of the pilot led it to request approval for a similar program on 
a permanent basis. We have jurisdiction over this matter pursuant to Sections 366.03, 366.04, 
366.05 and 366.06, Florida Statutes. We approve Gulfs proposed program going forward, with 
the conditions explained in the body of this Order, and as set forth in Gulfs October 4, 2004, 
letter, attached to this Order as Attachment A and incorporated herein.' 

DECISION 

Gulfs proposed FlatBill program is similar to programs offered by Southern Company 
affiliates Georgia Power Company and Alabama Power Company. It is an optional pricing 
program that offers residential and small commercial customers a fixed monthly electric bill 
regardless of their kwh usage for a 12-month period. It is available to Residential (RS) and 

Gulfs proposed FlatBill tariff is not consistent with Rule 25-6.100(2), Florida Administrative Code, with respect 
to the billing detail that must be provided on the customer's bill. Gulf has indicated that it will apply for a waiver of 
the rule if the tariff is approved. 
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General Service Non-Demand (GS) customers in good credit standing who have valid billing 
information at their current address for the twelve months prior to enrolling in the FlatBill 
program. Gulf conducted a customer satisfaction survey of the pilot FlatBill program and 
received 214 responses from the 353 customers surveyed. Of the customers responding, 95% 
indicated they were satisfied or very satisfied with the program. Seventy-six percent of 
respondents indicated that they would continue on the program if offered the opportunity (See 
Attachment B to this Order for the full survey results). Based on its most recent customer data, 
Gulf states that there are 213,400 residential and 13,500 commercial customers eligible to 
participate in the program. Gulf asserts in its petition that it expects between 12,000 and 18,000 
total customers to sign up for the program in the first year. 

In determining the customer’s monthly FlatBill amount, Gulf applies a premium to the 
customer’s otherwise applicable rate schedule. To calculate the bill, Gulf first determines the 
customer’s forecasted annual kWh usage by weather normalizing the customer’s historic annual 
usage. This technique statistically adjusts usage to remove the effects of unusual weather. Gulf 
then adjusts the normalized kWh by a consumption adder that reflects the increase in usage 
expected when it is decoupled from price. The company indicated that the consumption adder 
used will be different for new customers participating in FlatBill than for customers renewing 
their participation in the program. The normalized, consumptive k w h  are then multiplied by the 
otherwise applicable base rate and adjustment clause per kWh charges. The resulting amount is 
then increased by a risk adder percentage, and the annualized customer charge is added. The risk 
adder is a factor that recognizes the various types of risk Gulf may incur in offering the program. 
The total is divided by twelve to arrive at the monthly FlatBill amount a customer pays. Each 
customer’s FlatBill charge will be unique, reflecting that customer’s specific k w h  usage pattern. 
One month before the end of the 12-month period, the customer will receive a new FlatBill offer 
that is recalculated based on the customer’s most recent kwh usage. 

Based on our research and the results of Gulfs customer satisfaction survey, we agree 
with Gulf that the FlatBill program will “meet the needs and expectations of a significant number 
of Gulfs residential and small business customers’’ and be of benefit to those on fixed incomes 
and those who seek predictable, level bills throughout the year. We believe that the program also 
benefits Gulf by making its revenues less subject to seasonal variation, and by allowing Gulf the 
opportunity to collect higher revenues than they would have from standard rate customers.* We 
also believe, however, and Gulf agrees, that certain additions to the tariff and to the information 

We are aware of the conservation effects of the FIatBill program. The pilot program resulted in an 8% 
increase in kWh consumption by participants. Typically, when monthly energy usage is averaged over an extended 
period of time, participants are not able to immediately see the fluctuations in their billing and adjust their usage 
quickly. Programs such as FlatBill even out the participant’s usage and can result in increased kWh consumption by 
participants. Gulf states in its petition and in responses to our staffs questions that while there were observed 
increases in kWh consumption, there was no effect on peak demand. Gulf also explained that increased kWh usage 
had the effect of increasing load factor, which is generally desirable as it spreads fixed costs over a larger kWh base. 
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provided to customers are necessary to insure that customers can make an informed choice about 
participation in the FlatBill program. 

I. Full Statement of all Terms and Conditions in the Tariff 

Gulfs proposed tariff mentions but does not define the risk adder used to compute the 
FlatBill offer. Gulf has explained that the risk adder is a factor applied to the FlatBill that 
recognizes various types of risk the company may incur during the program. These include the 
risk of increased kWh usage, the risk of abnormal weather, regulated price risk, and the risk 
related to h e 1  price variability. During the pilot program, Gulf did not include a risk adder in the 
FlatBill offers made to customers. Under the permanent program, Gulf expects to initially set 
the risk adder at 5%. The risk adder will be the same for all FlatBill offers until Gulf changes it, 
and then the new adder will be used to calculate offers to all new and renewing customers. Gulf 
has indicated that it expects to change the risk adder no more than once per year in response to 
weather, consumption, and other external events that result in cost changes, 

Gulf uses a proprietary business model that utilizes a Value at Risk methodology to 
calculate the risk adder. We do not think that full disclosure of the details of this methodology in 
the tariff and marketing materials is necessary, but we do find that Gulf should define the risk 
adder in general terms in the tariff, similar to the definition provided by Georgia Power Co. in its 
FlatBill tariff. We approve the language that Gulf has proposed to add to the tariff defining the 
risk adder as set out in Attachment A to this Order. 

We also find that Gulf should describe in the tariff how a customer’s estimated annual 
kWh is determined. The estimated annual kWh includes a consumption adder and an estimate to 
adjust for normal weather. The consumption adder is designed to help compensate Gulf for the 
expected increase in kwh consumption that will occur when customers are allowed to pay a flat 
rate regardless of usage. The normal weather adjustment is designed to remove the impact of 
abnormal weather fiom the customer’s historic consumption. As with the risk adder, neither the 
consumption adder nor the weather normalizing adjustment are explicitly stated or defined in the 
submitted tariff sheets. We approve the language Gulf has proposed to add to the tariff defining 
the consumption adder and the adjusted normal weather, as set out in Attachment A to this 
Order. 

The offer letter that Gulf sent to pilot FlatBill participants stated that if participants left 
the program prior to the end of 12 months, the participants agreed to pay Gulf the difference 
between what they would have paid for their usage under standard rates and the amount they 
paid on the FlatBill program. If this difference is negative, no rehnd is made to the customer. 
Because this is a condition for taking service under the tariff, we find that it should be included 
in the tariff, as Rule 25-9.002, Florida Administrative Code, requires. We approve Gulfs 
proposed language to address this condition of service as set out in Attachment A to this Order. 
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Gulf has indicated that if a c~s tomer~s  service is interrupted or their premises are 
destroyed due to a catastrophe or natural disaster, Gulf would remove the customer from the 
FlatBill program for the remainder of the applicable contract period, and all remaining bills 
would be calculated at the normal tariffed rate. The exit compensation clause discussed above 
would thus not be applicable in such circumstances. We find that Gulf should address this 
circumstance in its tariff? and we approve the language Gulf has proposed, as set out in 
Attachment A to this Order. 

11. Full Disclosure of all Terms and Conditions in the Marketing Materials 

Gulfs marketing and offer materials, as well as the tarif%, should accurately reflect the 
nature of Gulfs program. The offer materials for the pilot program consisted of a brochure that 
was sent to customers and an offedagreement letter that showed the actual amount of the 
proposed monthly FlatBill. Customers signed the offer letter and sent the bottom portion back to 
the company as confirmation. Gulf stated that since it was waiting for Commission approval 
before producing marketing materials for the fill program, the actual marketing information was 
not yet available. Gulf also stated, however, that the materials used for the h l l  program would 
be similar to materials used in the pilot program. Gulf has proposed to include in the program 
solicitation letter the customer’s average monthly bill over the last twelve months, as well as the 
customer’s highest bill and lowest bill during that period. See Attachment A to this Order. We 
find that this information will be helpful in providing customers the opportunity to evaluate 
whether the cost of participating in the program is appropriate for them, and we approve the 
proposal. We also find, however, that there are other areas where additional disclosure or 
revision is needed. 

The marketing materials should clearly indicate that the customer is paying a premium 
for the FlatBill service over the otherwise applicable rate schedule. While the pilot marketing 
and offer materials demonstrated the advantages of levelized bills, the offer or marketing 
materials did not indicate that the customer was payng a premium over normal standard rates for 
the FlatBill service. We do not believe that Gulf should be required to state the dollar or 
percentage amount of the premium, but we do believe that customers should be clearly informed 
that they will be paying for the privilege of having the FlatBill service. Gulf has proposed to add 
a statement on the offer letter notifying the customer they are paying a premium for the service, 
as set out in Attachment A to this Order, and we approve the proposal. 

Gulfs offer material should disclose that the offered FlaBill price includes a 
consumption adder as well as a risk adder. We do not think that the company must provide a 
detailed explanation of how the consumption adder is calculated? but customers should be aware 
that the estimated kWh usage used in the FlatBill offer is adjusted due to their participation in the 
program. Gulf has proposed to include a statement in its offer that the customer’s kWh 
consumption will be adjusted for usage growth, as set out in Attachment A. We approve the 
proposal. 
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The FlatBill contract automatically renews unless a customer contacts the utility to 
withdraw fiom the program. We find that the company should send a notice prior to the FlatBill 
contract expiration. Gulf has proposed that the customer will be notified of the new monthly 
FlatBill amount at least 30 days before the new bill goes into effect. We approve that proposal, 
as set out in Attachment A to this Order. 

Like the tariff, the FlatBill marketing materials for the permanent program should clearly 
state the potential payment required of customers who leave the program early, and they should 
state that customers are not entitled to any refimd due to early termination. Gulf has proposed to 
add this language to the FlatBill offer letter. We approve that proposal, as set out in Attachment 
A to this Order. 

Finally Gulf has proposed to provide our staff with a copy of all marketing materials 
actually used by the company when the materials are put to use. We approve this proposal, as set 
out in Attachment A to this Order. 

111. Reporting Requirements 

The FlatBill tariff may have a significant impact on Gulfs revenues. Given the impact 
that the FlatBill program could have on Gulf's revenues, we find that Gulf should keep us 
informed of the impact of the FlatBill program by filing a quarterly report with the Commission. 
The report should be similar in format to reports that are currently filed on a monthly basis by 
Alabama Power Company, Georgia Power Company, and Progress Energy Carolinas, Inc. (for 
North Carolina) with their respective commissions. 

The report should contain the following information: the total revenues collected under 
the FlatBill tariff versus the revenues that would have been collected under the traditional 
(residential and general service) tariffs; identification of the amount collected under the risk 
adder; the projected kWh consumption by the FlatBill customers in aggregate for the quarter 
along with the actual kWh consumption by the FlatBill. customers in aggregate for the quarter; 
and identification of the quarterly incremental number of participants on the FlatBill tariff. Gulf 
has proposed to provide this information to us, as explained in Attachment A to this Order. We 
approve the proposal. The report will provide an overview of the program and enable sound 
regulatory oversight. We note that Gulf has requested some flexibility in the required filing time 
for the report in the first months of operation of the program. We find that ultimately Gulf 
should file the report no later than 30 days following the end of the quarter. For the immediate 
future, however, Gulf may file its report within 45-60 days following the end of the quarter. 

IV. Caps on Risk and Consumption Adders 

As noted above, two of the factors used to calculate a customer's FlatBill rate will be a 
risk adder and a consumption adder. The adders account for various types of risk that Gulf has 
identified in offering a customer the level bill. In the pilot program, Gulf noted that bills were 
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adjusted by a 3.9% consumption adder only. The results of the pilot program showed an actual 
increase in kWh usage of 8%. The proposed permanent program utilizes both a consumption 
adder and a risk adder. 

The risk adder recognizes that actualusage and response may differ from what Gulf 
expected. The risk adder reflects three sources of risk: modeling risk, weather risk, and price 
risk. Gulf estimated a 5% risk premium based on its Value-at-Risk methodology. This 
methodology requires as inputs an aggregate risk measure, which is based on the variability of 
the three sources of risk, and a cost of capital input. Gulf used 20% as the cost of capital input. 
The 20% is the pre-tax cost of equity using the company's 12% authorized return on equity and a 
38.575% effective tax rate. The Commission last set Gulfs return on equity by Order No. PSC- 
02-0787-FOF-EI, issued June 10,2002, in Docket No. 010949-EI. The authorized return on 
equity was 11.75% plus 25 basis points for Gulfs past performance and as an incentive for 
Gulfs fhtuxe performance. 

There is no limit on how often the consumption and risk adders may be changed, 
although Gulf has indicated that it intends to change the risk adder no more than once per year. 
The same risk adder would apply to all customer offers. The consumption adder may be 
different for new customers entering the program versus renewing customers. This difference is 
due to the expected differences in behavior between customers who enroll for the first time and 
those who renew, but the same percentage amount will be applied to all customers within each 
group. 

Gulf has offered to cap the risk adder at 5% and the consumption adder at lo%, as set 
forth in Attachment A to this Order. We find these caps to be appropriate. The FlatBill tariff is 
an optional offering and there is a practical limit to what G u l f a n  charge before customers 
decide to opt out or not sign up for the program. We believe these caps will help insure that 
FlatBill customers pay reasonable rates. If in the future the company is able to collect data 
indicating that higher level caps are justified, the company may seek Commission approval to 
amend the existing tariff. 

V. Regulatory Treatment of FlatBill Revenues 

Gulf has agreed, and we find, that Gulf shall include all FlatBill program revenues, 
including any profit/loss, in operating revenues for all regulatory purposes. This treatment would 
match the revenues fi-om the program with the associated administrative costs. FlatBill program 
revenues shall be allocated first to fully recover the cost recovery clause charges based on actual 
kWh usage each month. 
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CONCLUSION 

As stated above, we believe that Gulfs proposed FlatBill rate schedule will provide a 
valuable billing option for Gulfs residential and small business customers and benefit those on 
fixed incomes and others who seek predictable, level bills throughout the year. We believe that 
the program also benefits Gulf by making its revenues less subject to seasonal variation, and by 
allowing Gulf the opportunity to collect higher revenues than it would have from standard rate 
Customers. We therefore approve Gulfs proposal with the conditions set out in the body of this 
Order and in Attachment A to this Order. Gulf shall file new tariff sheets consistent with this 
Order for administrative approval. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission, that Gulf Power Company’s 
Petition for authority to implement proposed FlatBill rate schedule is approved, as described in 
the body of this Order and in Attachment A to this Order. It is further 

ORDERED that this Order shall become final upon the issuance of a Consumating 
Order unless an appropriate petition, in the form provided by Rule 28-106.201, Florida 
Administrative Code, is received by the Director, Division of the Commission Clerk and 
Administrative Services, 2540 Shumard Oak Boulevard, Tallahassee, 32399-0850, by close of 
business on the date set forth in the “Notice of Further Proceedings” attached hereto. It is hrther 

ORDERED that Gulf shall file new tariff sheets consistent with this Order for 
administrative approval. It is hrther 

ORDERED that in the event this Order becomes final, this docket shall be closed. 

By ORDER of the Florida Public Service Commission this 27th day of October, 2004. 

BLANCA S. BAYO, Director 
Division of the Commission Clerk 
and Administrative Services 

BY: f i L  $-cc 
Kay FlynnyChief 
Bureau of Records 

( S E A L )  

MCB 
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NOTICE OF FURTHER PROCEEDINGS 

The Florida Public Service Commission is required by Section 120.569( l), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a substantially interested person's right to a bearing. 

The Commission's decision on this tariff is interim in nature and will become final, unless 
a person whose substantial interests are affected by the proposed action files a petition for a 
formal proceeding, in the form provided by Rule 28- 106.20 1, Florida Administrative Code. This 
petition must be received by the Director, Division of the Commission Clerk and Administrative 
Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of 
business on November 17,2004. 

h the absence of such a petition, this Order shall become final and effective upon the 
issuance of a Consummating Order. 

Any objection or protest filed in this docket before the issuance date of this order is 
considered abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. 
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PETER J. MOUOCT 
EUZABEM C. CALLAHAN 
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bWTWEW D. YINSON 
STNEN R. GRlFflN 

o q W 0  t. McCEE , 

5 0  I COMMENDENCIA STREET 
BEGGS 6, LANE 

. A REOISERED LIMmED LlABlLlTY PARTNERSHIP 

ATTORNEYS AND COUNSELLORS AT LAW 
POST OFFICE BOX 12050 

PENSACOM. FLORIOA 32502  
TELEPHONE IBSO) 432-245 1 
TELECOPIER (860 )  m 9 . 3 3 3 0  

PENSACOU, FLORIDA 32591-2950 W. SPENCER MECHEM 
OF COUNSEL 

October 4,2004 

e.  DIXIE BEGGE 
I BO9 - 2001 

eERf H. tANE 
1917 - 

Martha Carter Brown 
Office of General Counsel 
Florida Public Service Commission 
2450 Shumard Oak Boulevard 
Tallahassee, FL 32397 

Dear Martha, 

This follows several telephone conversations since the filing of Staff's recommendation 
in Docket No. 040442-El. dated September 23,2004. The intent of these conversations 
has been to clarify some of the statements in Staf€'s recommendation in an effort to 
determine the areas of agreement between Staff and the Company prior to the 
Commission's consideration of this matter at the agenda conference on October 5,2004. 
The purpose of this letter is to document the agreements reached between the Staff and 
the Company through the course of these conversations. As a result of the agreements 
detailed in this Ietter, the Staff and the Company are in agreement on all issues to be 
presented to the Commission at the agenda conference regarding this docket. It is the 
intent of the Staff and the Company that a copy o f  this letter with its attachments be 
distributed to the Commissioners for the October 5,2004 agenda conference to 
memorialize the agreements reached by the Staff and the Company as a condition of 
Commission approval of F l a t B i P  program. 

There are a number of places in the Staff recommendation where it is indicated that Gulf 
has agreed to supply additional language for either the tariff or the marketing materials. 
There are three attachments to this letter. The first is a two page document that contains 
additional t ~ f f  language. The second attachment is also a two page document that 
contains additional disclosure language for Gulfs marketing materials. As a result of 
our conversations subsequent to September 23,2004, the Staff and the Company have 
agreed that the additional language contained in the first two attachments satisfies 
the Staffs requests-for additional language for either the tariff itself or the marketing 

of - 
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niaterials Gulf will me in conjunction with the Flnr.BilZ@ program, if  it is approved by the 
Commission in the form contemplated by this letter: The third attachment is a side-by- 
side listing of the language in Staffs recommendation requesting additional language 
with the corresponding language from one ofthe first two attachments that satisfies the 
Stafrs request. 

As noted above, Staff agrees that the additional language set forth in the attachments to 
this letter filly satisfies all of the requests for additional language set forth in the Staff 
recommendation. Those requests for additjonaI language for the tariff are set forth at the 
end of each of the last four paragraphs of Section I ofthe Staff Analysis regarding Issue 1 
found on pages 5 and 6 of the Staffrecommendation. Those requests for additional 
language for the marketing materials are set forth at the end of the second, third and fifth 
paragraphs of Section 11 of the Staff Analysis regarding Issue 1 found on page 6 of the 
Staff recommendation. 

There*are two additional recommendations contained in Section I1 of the Staff Analysis 
regarding Issue 1 regarding which agreement has been reached between Staff and the 
Company. The first is set forth at the end of the fourth paragraph of this section found on 
page G oE the Staff recommendation This letter will serve to confirm the Company’s 
agreement with Staff that Gulf will notify each existing FZatBilZ@ customer of the new 
monthly amount of the Company’s renewal F h l B i f ’  offer for the following 12 month 
period at least 30 days before the new bill goes into effect. Additional language to this 
effect has been included in the second attachment to this letter. The second such 
recomrnendation is set forth in the last paragraph of this section found at the top of page 7 
of the Staff recommendation. As a result of the agreements detailed above, Staff has 
agreed that Gulf has fiilly satisfied the intent of this paragraph and no furlher submission 
or approval is needed pnor to finalizing customer maTketing information for use With the 
FlafBilp program if approved by the Commission in the farm contemplated by this letter. 
h lieu of any further pre-approval as implied by the paragraph at the top of page 7 or 
paragraph No. 3 in the Conclusion found on page 9, Gulf has agreed to provide Staff a 
copy of all marketing materials actually used by the Company after such materials are 
actually put into use. If Staff finds that any such marketing materials fail to comply with 
the disclosure requirements agreed to in this letter, Staff will notify the Company of the 
omission and Gulf will immediately cease using such material and instead use corrected 
material that contains the required disclosures. Gulf commits to the Commission that it 
fully intends to comply with the disclosure requirements agreed to in this letter and that 
any such failure to comply is not likely to occur except through accident or inadvertence 
which Gulf will undertake serious efforts to avoid, 

h Section 111 of the Staff Analysis of Issue I found on page 7 of the  Staff 
recornmendation, Staff sets forth several specific items to be included in Gulfs  quarterly 
report to be filed wjth f ie  Commission regarding the FlafBilf@ program. Based on 
discussions during our telephone conversations, Staff has clarified its request by deleting 
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cxpectations of a significant number of Gul fs  residential and siiiall business customers. 
We are pleased that through a productive dialogue, we have been able to satisfy Staffs 
concerns and as a consequence are able to join together in urging the Commission to 
approve the FlntRiZZ@ program as an optional service offering for Gulfs custoniers. 

For the finn 

. 
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Agreed upon additional language for Rate Schedule Flat-1 
Residential/Conimercial FhiBilP which Gulf wit1 include in the final tariff if the 
proposed program is approved by the Commission 

Following the “BILL FURMULA” secfiun, udd cr section entitled “DEFZffITZUNS” tu 
include the foliowirzg: 

Estimated Annual k W h  - Customer’s expected annual energy consumption is calculated 
based on the customer’s historical metered usage adjusted for normal weather and 
consumption changes in customer behavior. 

Risk Adder - The adder is used to compensate Gulf Power for the risk associated with 
weather-related consumption as well as the risk associated with the non-weather impacts. 
This adder wiil not exceed 5%. 

Annual Customer Charge - The monthly customer charge under Rate Schedule RS or 
Rate Schedule GS, as applicable, multiplied by 12. 

Energy-Demand cents/kWh - The base rate charge under Rate Schedule RS or Rate 
Schedule GS, as appiicable. 

Normal Weather - Based on Gulfs  seasonal heating degree-days and cooling degree- 
days. 

Under the seciion entitied “TERM OF CONTRACT” add the fuilvwirig lariguage tu 
whnt citrrenily has been proposed: 

All eligible FZaiBiZZ’ offers will be updated with their previous year consumption, and 
contracts will automatically renew for the following year, unless the customer notifies the 
company otherwise. 

A customer who withdraws from the program prior to the end of the 12 month contract 
period will be required to pay any difference between their actual usage billed on Ratc 
Schedule RS or Rate Schedule GS, as applicable, and the amount colkcted under 
FlatBill’. 

Gulf Power shall have the discretion to waive any of the foregoing charges that would 
otherwise apply as a consequence of significant damage lo a FhifiilI@ Customer’s 
premise caused by a natural disaster or other similar conditions for which an emergency 
has been declared by a governmental body authorized to make such a dedaration. 

Page I o f 2  



DOCKET NO. 040442-E1 
ORDER NO. PSC-04-1052-TRF-E1 
PAGE 13 

ATTACHMENT A 
Page 5 of 12 

Gulf Power periodically reviews the routes by which custbrners’ meters are read to 
ensure they are in line with traffic pattenis and efficiency goals. If a customer’s 
neighborhood is rcviewed, the date on which the customer’s meter is read may change, 
Should this happen, the customer may scc an adjustment in the FZatBilP amount for the 
next billing period. This adjustment only reflects a change in the number of days in this 
billing period and the customer will continue to receive the customer’s regular FhfBil/@ 
amount after this adjusted billing. 

Page 2 o f 2  
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Disclosure Language on Offer Materials for FZatBill@ 

The following sample language is representative of the elements Gulf Power would 
include on all FlatBiEP offer materials presented to customers (in locations as noted): 

Within Body of Offer Lctter 

“Your FlatBilp offer includes a premium that protects you from unprcdictabte bills 
caused by summet’s heat or winter’s cold, or changes in he1  prices, as well as changes in 
your electric usage. Your customized F’ZaBiZp offer takes into account your past eIectric 
usage, expected weather for the upcoming 12 months, and predicted changes in usage.” 

Tullfiee number lo call for more informarion. 

Within BillindOf’fer Details (the following i s  subiect to a future determination whether it 
can be reasonably .obtained through Gulf‘s CSS custoiner biliing system) 

AVERAGE MONTHLY AMOUNT (Most recent 12 months) 
HIGHEST BILL (Most recent 12 months) 
LOWEST BILL (Most recent 12 months) 

On Sign-Up/Mail-ln Portion of Letter 

“I understand I can withdraw i%rn the FlatBdP plan at any time. If I choose to withdraw 
before the end of the one-year agreement, I will pay the difference between the amount of 
energy used and the amount I’ve paid.” 

Tollfibe number to call for more informalion. 

Terms and Conditions Section (currently planned for the back of the Offer Letter) 

FIATBILL@ RATE - IMPORTANT TERMS ANI) CONDITIONS 

By choosing to participate in the FlalBili@rate plan, you agree to pay the monthly 
FlatBill@ amount for electric service to the designated residencdpremise shown on thc 
reverse side for the initial 12-month contract period, beginning with your next monthly 
electric service bill. 

Subject to other applicable laws and regulations, your participation in the FlnrBiZI@ rate 
plan will continue automatically until you withdraw or cease to be eligible for the plan 
(for example, if your service is cut for non-payment). At least 30 days before the end of 
each 12-month period, Gulf Power will notify you of the new monthly FZatBiZZ@ amount 
for the next 12-month period. At the end of each 12-month period, you may notify Gulf 

Page 1 o f 2  



DOCKET NO. 040442-E1 
ORDER NO. PSC-04-1052-TRF-E1 
PAGE 15 

ATTACHMENT A 
Page 7 of 12 

Power of your dccisioii to withdraw from this plan, in which case you will not be 
required to pay any additiotial charges in connection with the plan. Unless notified 
otherwise, Gulf Power will continue to bill you on this plan, but at the new monthly 
fi'lcltBill@ amount. 

Ifat any time before the end of a 12-month contract period, you cease receiving electric 
service at the designated residencelpremise (for example, you move from the 
residencdpremise or the service to this residencelpremise is disconnected), or you 
otherwise withdraw or are withdrawn from the FlatBilp rate pian, you wilt be required to 
pay any additional charges. Specifically, i f  the amount oi' electricity actually used results 
in a biiling amount under p u r  previous rate that is greater that the amount for which you 
have been billed under this plan, you inus pay the difference. Gulf Power shall have the 
discretioil to waive any of the foregoing charges that would otherwise apply as a 
consequence of significant damage to your premise caused by a natural disaster or other 
similar coiiditions for which an emergency has been declared by a governmental body 
authorized to make such a declaration. 

You will not receive any refund or credit for amounts paid under the FZarBiZf@ rate plan: 
( 1 )  if the amount of electricity actually used during the plan would have resulted in .a 
billing amount under your previous rate that is less than the amount for which you have 
been biiled, or (2) for any power outages or other rinavailability of service for any reason 
whatsoever. 

Tliese FlarRiLP terms apply only for electric service to the designated address. Under RU 
circumstances can FZo!Bill@ terms determined on the basis of one residence/premise be 
transferred to another residence/prernise. 

Your FlatBill@ amount is based on the average electricity usage i'or the designated service 
address, as adjusted to reflect normal weather conditions and usage growth. The monthly 
FiatBill@ amount also includes a charge lo cover financial, weather and other risks. 

Gulf Power periodically reviews the routes by which cusfoiners' meters are read to 
ensure rhcy are in line with traffic patterns and efiiciency goals. If your neighborhood is 
reviewed, the date on which your meter is wad may change. Should this happen, you 
may see an adjustment in your FlatBill@ amount for the next billing period. This 
adjustment only reflects B change in the number of days in this billing period and you will 
continue to receive your FlarBilp amount after this adjusted billing. 

The FhBiE/@ rate plan is offered as an option by Gulf Power and is on file with the 
Florida Public Service Commission. 
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ATTACHMENT 3 

Staff believes that full disclosure of the details of this 
methodology in the tariff and marketing materials is not 
necessay, but recommends that Gulf define the risk adder 
in general terms in the tariff, similar to the definition 
provided by Georgia Power Co. in i ts FlatBill tariff, Staff 

Excerpt from Staff Recommendation 
Page 5, znd fill1 paragraph: 

, 

in calculating the FlatBill is important. Gulf bas agreed to 
add language to the tariff defining the risk adder. 

Page 5, 3’d full paragraph: 

Staff recommends that Gulf should define the 
consumption adder and the adjusted normal weather in the 
tariff. Gulf has agreed to add language to the tariff to do 

I so- 

Cm€orming language from Agreement regarding tariff 
From the new “DEFINTIONS’ definitions section to follow 
the “BILL FORMULA” section in the tariff: 

Risk Adder - The adder is used to compensate Gulf Power for the 
risk associated with weather-related consumption as well as the 
risk associated with the non-weather impacts. This adder will not 
exceed 5%. 

From the new uDEF.NnONP definitions section to follow 
the “BILL FORMULA” section in the tariff: 

Estimated Annual kWh - Customer’s expected annual energy 
consumption is calculated based on the customer‘s historical 
metered usage adjusted for normal weather and consumption 
changes in customer behavior. 
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ATTACHMENT 3 

difference is negative, no refund is made to the customer. 
This provision, while stated in the petition, is nowhere 
stated on the proposed tariff sheets that Gulf filed. Since 
this dearly is a condition for taking service under the 

~~ ~ 

Excerpt from Staff Recommendation 
Page 5, qth full paragraph: 

Fourth, in discussions with staff, Gu If indicated t h a  if a 
customer's senrice was interrupted or their premises were 
destroyed due to a catastrophe or natural disaster, Gulf 
would remove the customer fiom the FlatBill prograrn.fur 
the remainder of the applicable contract period, and all 
remaining bills would be calculated at the normal tariffed 
rate. The exit Compensation clause discussed above 
would thus not be applicable in this case. Staff 
recommends that this provision be included in the tariff as 
well, and Gulf has agreed to add this language. . 

l$rif€ 
I From the new language to he added to the tariff section 
I entitled "TERM OF CUIVT..CP': 

1 A custoiner who withdraws %om the program prior to the end of 
the 12 month contract period will be required to pay any 
difference between their actual usage billed on Rate Schedule RS ' or Rate Schedule GS, as applicable, and the amount collected 
under FialBiZZ@. 

I 

- -- 
From the new language to be added to the tariff section 
entitled L ' T ' . M  OF CONTRQCP: 

Gulf Power shall have the discretion to waive any of the 
foregoing charges that would otherwise apply as a consequence of 
significant damage tq a.FZotBiZp customer's premise caused by a 
natural disaster or other similar conditions for which an 
emergency has been declared by a governmental body authorized 
to make such a declaration. 
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Excerpt from Staff Recommendation 
Page 6, 2”d full paragraph; 

. . . customers sfiouId be made clearly aware that they will 
be paying for the privilege of having the FlatBill service. 
Gulf has agreed to add a statement on the offer letter 
notifying the customer they are paying a premium for the 
service. 

Page 6, srd full paragraph: 

. . . customers should be aware that the estimated kWh 
usage wed in the FlatBill offer is adjusted due to  their 
participation in the program. Gulf has agreed to include a 
statement in its offer that the customer’s kWh 
consumption will be adjusted for usage growth. 

Conforming disclosure language for marketing materials 
Within Body of Offer Letter 

“Your FZatBiEP offer includes a premium that protects you from 
unpredictable bills caused by summer’s heat or winter’s cold, or 
changes in fuel prices, as well as changes in your electric usage. 
Your customized FZcztBiZi@ offer takes into account your past 
electric usage, expected weather for the upcoming 12 months, and 
predicted changes in usage.” 

Tollpee nu,mber to call for more information. 

Within the ‘‘Terms and Conditions” section of the Offer letter 

Your FlatBill@ amount is based on the average eiectricity usage 
for the designated service address, as adjusted to reflect normal 
weather conditions and usage growth. The monthly FlatBill@ 
amount aIso includes a charge to cover financial, weather and 
other risks. 

Within the iLT&n~ and Conditions” section of the Offer letter 

Your FlatBill@ amount is based on the average electricity usage 
for the designated service address, as adjusted to reflect normal 
weather conditions and usage growth. The monthly FZ~fBilp 
amount also includes a charge to cover financial, weather and 
other risks. 
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ATTACHMENT 3 

- - _- Excerpt from Staff Recommendation 
Page 6,4th full paragraph: 

Staff recommends that the customer be sent a notice prior 
to the FlatBill contract expiration. In discussions with 
staff, Gulf indicated that the customer will be notified of 
the new monthly FlatBill amount at least 30 days before 
the new bill goes into effect. 

Page 4 of 5 

Conforming disclosure language for marketing materials 
Within the “Terms and Conditions” section of the Offer letter 

Subject to other applicable laws and regulations, your 
participation in the FZalBilp rate plan will continue automatically 
until you withdraw or cease to be eligible for the plan (for 
example, if your service is cut for non-payment). At least 30 days 
before the end of each 12-month period, Gulf Power will notify 
you of the new monthly FZatBilp amount for the next 12-month 
period. At the end of each 12-month period, you may notify GuIf 
Power of your decision to withdraw from this plan, in which case 
you will not be required to  pay any additional charges in 
connection with the plan. UnIess notified otherwise, Gulf Power 
will continue to bili you on this plan, but at the new monthly 
FMWP amount. 



ATTACHMENT 3 

Excerpt from Staff Recommendation 
Page 6,5th full paragraph: 

. . . [Sltaff believes that all marketing materials for the 
permanent program must clearly state the potential 
payment required of customers who leave the program 
early, and that customers are not entitfed to any refund due 
to early termination. Gulf has agreed to add this language 
to the offer letter. 

Conforming disdosure language for marketing materials 
Within the ‘‘Terms and Conditions’’ section of the Offer letter 

If at any time before the end of a 12-month contract period, you 
cease receiving electric service at the designated 
residence/prernise (for example, you move from the 
residencdpremise or the service to this residendelprernise is 
disconnected), or you otherwise withdraw or are withdrawn from 
the FlatBill@ rate plan, you will be required to pay any additional 
charges. Specifically, if the amount of electricity actually used 
results in a billing amount under your previous rate that is greater 
that the amount for which you have been billed under this pIan, 
you must pay the difference. GuIf Power shall have the discretion 
to waive any of the foregoing charges that would otherwise apply 
as a consequence of significant damage to your premise caused by 
a natural disaster or other similar conditions €or which an 
emergency has been declared by st governmental body authorized 
to make such a declaration. 

You will not receive any refhnd or credit for amounts paid under 
the FlatBill@ rate plan: (1) if the amount of electricity actually 
used during the plan would have resulted in a billing amount 
under your previous rate that is less than the amount for which 
you have been billed, or (2) for any power outages or other 
unavailability of service for any resort whatsoever. 
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