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State of Florida 
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CAPITAL CmCLE OFFICE CENTER. 2540 SHUMARD OAK BOULEVARD 


TALLAHASSEE, FLORIDA 32399-0850 


-M-E-M-O-R-A-N-D-U-M

DATE: March 25,2011 

TO: Division of Regulatory Analysis 

FROM: Ann Cole, Commission Clerk, Office of Commission clerkUJ
[, 

RE: Docket Number 100154-EG, Document Number 05500-10 

Attached please find one CD in the above-referenced matter identified as Staff's Third Data 
Request from Gulf Power Company, July 2,2010. This CD is being forwarded to the Division 
of Regulatory Analys is for further disposition. 

If you have any questions regarding this transmittal, please feel free to contacl me. 

Thank you. 
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Docket 100154-EG 
Gulf Power Company 
July 2, 2010 
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Page 1 of 1 

1. Please explain why Gulf is proposing to allocate the funds associated with the 
renewable spending target in the manner which is described on pages 2-1 17 through 
2-1 19 of Gulf's petition. 

ANSWER: 

The proposed allocation of funds associated with Gulf's proposed renewable 
programs is designed to reach the largest number of customers within various 
customer segments while meeting the renewable spending target. The allocations 
are based on historical customer participation and additional relevant data Gulf has 
collected from other renewable program offerings. 

The allocation of funds to Gulf's proposed Solar Thermal Water Heating program is 
based on actual customer participation in Gulf's 2009 Solar Thermal Water Heating 
Pilot program, while the funding allocated to Gulf's proposed Solar PV incentive 
program is based on customer participation and installed capacity data collected 
through Gulf Power's Net Metering program. The allocation of funds to the proposed 
Solar for Schools program is based on an estimate of the funds required to support 
the installation of at least one 10 kW PV system annually, including battety back-up 
and data acquisition equipment, while the remaining allocation of funds allows Gulf to 
cover the administration costs of these programs as well as incorporate a low income 
component to the renewable program offerings. 
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2. Please explain or describe whether Gulf believes that the recent oil spill in the Gulf of 
Mexico will have an effect on the Company meeting its DSM goals. 

ANSWER: 

The recent Deepwater Horizon platform accident and ongoing oil release into the 
Gulf of Mexico is unprecedented in its scope and potential impact to the economies 
of Northwest Florida. While it is too early to know the long-term impact of this 
incident on Gulf's DSM goal achievement, the short-term impacts on tourism and 
related employment, fishing and related businesses, and general uncertainty of the 
future could potentially make it more difficult for Gulf to engage customers in 
voluntary DSM offerings, which in turn would impact Gulf's ability to meet its DSM 
goals. 
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3. Gulf's proposed residential annual energy and demand savings appear to peak in 
2014. Please explain the reason for this apparent trend. 

ANSWER: 

The projected residential annual energy and demand savings in Gulf's DSM Plan do 
peak in 2014. This is due to ramp-up of all programs, but primarily by the HVAC 
efficiency program reaching maximum projected participation in 201 4. This program 
includes aggressive participation projections that Gulf believes will level after 201 4 
and ultimately decline due to program saturation. Other programs peak in later years 
based on similar saturation projections. The saturation projections of all programs 
are based on the judgment of Gulf's program managers and may ultimately occur 
earlier or later in the ten year horizon of this plan. 
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4. Gulf's proposed cornmerciaUindustrial annual energy and demand savings appear to 
peak in the 2014-2016 timeframe. Please explain the reason for this apparent trend. 

ANSWER: 

The projected commerciaUindustrial annual energy and demand savings in Gulf's 
DSM Plan do peak between 2014 and 2016. This is due to ramp-up of all programs 
and several programs reaching maximum projected participation in 2014. Gulf has 
set aggressive participation projections during the first five years of program 
deployment and has anticipated participation leveling and ultimately declining over 
the full ten year horizon of the plan for some programs. 
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5. Please explain or describe whether Gulf excluded any measures that passed the E- 
RIM, E-TRC, and Participants test. 

ANSWER: 

Gulf excluded some measures that passed the E-RIM, E-TRC, and Participants test 
from the DSM Plan because of customer applicability, acceptability and program 
design considerations. For example, the residential two-speed pool pump was 
excluded because Gulf recognized greater potential success in offering its competing 
measure, a variable speed pool pump, as the most applicable measure in this 
category. Also, many of the Commercial and Industrial measures have relatively low 
potential and do not justify dedicated programs. This is one reason for Gulf's 
proposed CommerciaVlndustrial Custom Incentive Program which allows Gulf to offer 
these measures on a case-by-case basis subject to the cost effectiveness criteria of 
the program. 

Ultimately, the measures incoporated in Gulf's DSM Plan were chosen because of 
Gulf's belief that those measures best enable the Company to achieve its 
Commission-approved goals while at the same time offering a broad array of energy 
efficiency, demand response and renewable options to our customers. 
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Program Rate Impact 
First year program 
expenditures 

Residential Rate 
I mpact(') 

Percentage of Total 
ECCR Rate 

6. In response to Staffs First Data Request, No. 3, Gulf provided the percentage of the 
total Energy Conservation Cost Recovery Clause for each program. The sum of the 
percentages is equal to approximately 80 percent. Please explain why the sum of 
these values does not equal 100 percent. If any information was not included in 
Gulf's response to question No. 3 please provide it in the response to this question. 

Residential CommerciaVlndustrial 
Audit Audit 

$ $2,500,000 $500,000 

($/mo) $0.295 $0.059 

( Y O )  10.69% 2.14% 

ANSWER: 

In response to Staffs First Data Request, No. 3, Gulf provided program savings and 
cost estimates for proposed programs included in Gulf's DSM Plan. Because Gulf's 
existing Residential, Commercial and Industrial Energy Survey programs are not 
projected to include specific energy savings, these programs were omitted from the 
listing. Gulf estimates the program expense for Residential Energy Surveys at 
$2,500,000 for the first year and $29,200,000 (nominal) over the Plan period 2010- 
201 9. Gulf further estimates the program expense for CommerciaVlndustrial Energy 
Surveys at $500,000 for the first year and $7,800,000 (nominal) over the Plan period 
2010-2019. These amounts are indicated in the table below. The inclusion of these 
amounts takes the sum of percentages to approximately 93%. In addition, the 
incentive costs utilized in developing Gulf's response to item No. 3 are based on 
lower maximum values than were utilized in calculating the rate impact values 
included on page 1-3 of Gulf's DSM Plan. As explained in the DSM Plan, the values 
used for rate impact estimates on page 1-3 were based on ltron cost projections to 
achieve energy and demand savings associated with incentive levels to bring all 
measures to a two-year payback (TRC-high incentive scenario). The incentive 
values utilized in formulating Gulf's response to item No. 3 represent Gulf's best 
estimate of the maximum incentive anticipated to generate projected participation in 
its programs. The difference in these total incentive cost projections results in the 
additional 7% difference in projected residential rate impact. 
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7. Gulf used the following formula to calculate the first year residential rate impact of each 
program: (0.53* Expenditures)/( 10780000000*0.5)'1200. Please respond to the 
following: 

a. Please explain the origin of the 5 3  value used by Gulf to calculate the residential 
rate impact provided in response to Staffs First Data Request, No. 7. 

b. Please explain the origin of the .5 value used by Gulf to calculate the residential 
rate impact provided in response to Staffs First Data Request, No. 7. 

ANSI 

c. Please explain the origin of the 10,780,000,000 value used to calculate the 
residential rate impact provided in response to Staffs First Data Request, No. 7. 

d. Please explain or describe whether the same formula was used to calculate the 
projected impacts provided in Gulf's petition on page 1-3.? 

'ER: 

The formula used to estimate residential rate impact was developed based on Schedule C-1 of 
Gulf's annual ECCR projection filing. This formula is a simplified method to approximate the 
residential ECCR factor based on historical averages of the portion of ECCR expenditures 
recovered by the residential rate class. 

a. The value of 5 3  in the formula utilized to estimate first year residential rate 
impact represents the approximate percentage of total program expenditures 
assigned to the RS and RSVP rate classes in Gulf's most recent ECCR 
projection filings. 

b. The value of .5 in the formula utilized to estimate the first year residential rate 
impact represents the approximate percentage of projected total retail energy 
sales attributed to the RS and RSVP rate classes. 

c. The value of 10,780,000,000 represents the projected retail energy sales used to 
calculate the per kwh residential rate impact. This value is based on an 
intermediate forecast of retail energy sales developed in December 2009 and is 
slightly different than the values associated with Gulf's approved forecast as 
presented in the Ten Year Site Plan dated April 1,2010. 

d. Yes, this is the same formula utilized to calculate the projected residential rate 
impacts shown on page 1-3 of Gulf's DSM Plan. 
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8. In response to Staffs First Data Request, No. 3, Gulf provided the lost revenues 
associated with each program. The sum of the values provided exceeds $500 
million. In Gulf's petition, a non-fuel revenue impact totaling less than $200 million is 
presented (page 1-3). Please explain the difference@) in these two values. 

ANSWER: 

The lost revenue values provided in response to Staffs First Data Request are taken 
directly from PSC Form CE-2.5 and reflect changes in total revenues (including fuel) 
on a Net Present Value basis over the life of the measures installed. In most cases, 
the study period extends beyond the ten year horizon of the DSM Plan. 

The revenue impacts shown on page 1-3 of Gulf's DSM Plan reflect only the non-fuel 
revenue impacts over the ten years of the DSM Plan and are in nominal dollars. 



Staffs Third Data Request 
Docket 1001 54-EG 
Gulf Power Company 
July 2,2010 
Item No. 9 
Page 1 of 1 

9. Please describe Gulf's method for calculating NPV. Please include equations used 
and assumptions made. As part of this response, please also include discount rates 
utilized for each year. 

ANSWER: 

The NPV of lost revenues associated with each program referenced in Staffs First 
Data Request, No. 3 were calculated by taking the annual lost revenues over the life 
of the measures installed and applying Gulf's current discount rate of 8.437% per 
year. These calculations were completed using the "NPV function within Microsoft 
Excel which discounts each annual lost revenue amount by dividing the annual lost 
revenue amount by one plus the discount factor raised to the n' power. This function 
is represented as follows: 

NPV (rate,valuel ,value2, ...) 

Rate is equal to the annual discount rate of 8.437% per year 

Value 1 is the lost revenue for the first year of the program. 

Value 2 is the lost revenue for the second year of the program. 
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10. Regarding the proposed solar for schools program, please explain or describe why 
Gulf proposes owning and ensuring maintenance of the equipment for a period of 
five years. 

a. Are operation and maintenance costs included in the $140,000 allocated to 
the Solar for Schools program? 

ANSWER: 

Gulf proposes to own and operate the equipment associated with the proposed Solar 
for Schools program for a period of five years to enable the Company to work closely 
with schools to ensure that school personnel develop expertise in the operation of the 
equipment and to ensure the equipment is appropriately maintained. In addition, by 
owning these systems and amortizing the capital investment of the solar equipment 
over this period, the short-term cost recovery impact to Gulf Power customers will be 
reduced. 

a. Yes, the $140,000 does include provisions for the proper operation and 
maintenance of the solar equipment over the period of Gulf's ownership. 
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1 1. Please complete the table below describing the projected ECCR impact of each 
proposed DSM program. Please provide an electronic copy in Excel (.XIS file format) 
with the hard copy response. 

ANSWER: 

The cost estimates reflected in this response are based upon the ltron Achievable 
Potential Study projections for the E-TRC High incentive scenario plus estimated 
costs to achieve the two-year payback measures. The total program costs 
represented here include administrative costs and incentives. The administrative 
costs include estimates for expenses related to creating awareness, program 
marketing and program administration. For putposes of evaluating cost- 
effectiveness, Gulf allocated these total portfolio administrative costs across 
programs based on the amount of energy savings each program contributes to the 
total DSM Plan target. Gulf utilized this approach due to the nature of most all 
proposed programs being new and without any historical experience of actual 
program operation costs. Upon Plan approval, Gulf anticipates finalizing “bottom-up’’ 
program costs estimates in order to more accurately estimate annual cost-recovety 
projections for Commission review and approval. 

See the following tables. Amounts are dollars per 1,200 kwh. 

iential Rate Inpact for 2018 
iential Rate lrrpact lor 2019 

$ 3.152 
$ 3.512 

$ 3.008 
$ 2.165 
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12. Please complete the table below describing the projected expenditures of each 
proposed DSM program. Please provide an electronic copy in Excel (.XIS file format) 
with the hard copy response. 

ANSWER: 

The cost estimates reflected in this response are based upon the ltmn Achievable 
Potential Study projections for the E-TRC High incentive scenario plus estimated 
costs to achieve the two-year payback measures. The total program costs 
represented here include administrative costs and incentives. The administrative 
costs include estimates for expenses related to creating awareness, program 
marketing and program administration. For purposes of evaluating cost- 
effectiveness, Gulf allocated these total portfolio administrative costs across 
programs based on the amount of energy savings each program contributes to the 
total DSM Plan target. Gulf utilized this approach due to the nature of most all 
proposed programs being new and without any historical experience of actual 
program operation costs. Upon Plan approval, Gulf anticipates finalizing “bottom-up” 
program costs estimates in order to more accurately estimate annual cost-recovery 
projections for Commission review and approval 

See following tables. 

Rograrn Nam 1 
Qstomr Category 

Rogram expendlures for 2018 
Rograrn expendnures for 2019 

High 

Window 

b a t  hnp ailing Wrformnce WAC 
H3m Landbrd- Comrunv Renter 

Qstom 
hergy 

Reporting Bfkiency Water Mater hsulation hergy Saver 
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Rogramexpendiuresfor2016 
Rogramexpendturesfor2017 
Rcgrarnexpendturesfor2018 
Rogramexpendnuresfor2019 

51,792,819 $ 38,800 $ 103,325 $ 45,675 5 433,852 $ - 5  
$1,709,646 $ 38,800 $ 103,325 $ 47,696 $ 474,412 $ - 5  
$1,686,469 5 38,800 $ 103,325 $ 49,638 5 440,247 $ - $  
$1,668,430 5 38.800 5 103,325 $ 52,930 $ 434,972 $ - $  



Staffs Third Data Request 
Docket 100154-EG 
Gulf Power Company 
July 2,2010 
Item No. 13 
Page 1 of 4 

mm h r g y  Reporting 

Residential 

EE 

ncgram 
Nam 

Customr 
mtegary 
Rogram 

Tun- 

13. Please complete the table below describing the projected expenditures of each 
proposed DSM program. Please provide an electronic copy in Excel (.XIS file format) 
with the hard copy response. 

ANSWER: 

See tables below as provided in the data request for non-fuel revenue impacts. 

Comrunity hergy Saver Landlard-Renter Custom 

Rsldentiil Residential 

EE EE 

Rogram 
Nam 

WAC Eflciency 

- 
Mn-Fuel I 

Heat R~np Water Heater Ceiling hsuiatan 

Associated Bask 
mnt m c t  

wenue lnpact 

Qstomr 
h t Y ^ ^ ,  Residential Residential I Resientiil 
\ n , q J Y , y  I 
Rogram 

I I 

E E E 

- 
Annual 

$ 3.6% 
$ 7.27C 
$ 13,118 
$ 19,160 
$ 19.639 
$ 22.237 
$ 22,W 
$ 22.29c 
$ 22.876 
$ 22.61C 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
~ 
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Rogram I I Variabb speed Fbol hrrp k m s  I Hgh Wrlormnce Mndaw Reflective mot 

Rcqrarn 
Nam 

C4Jst-r 

QtegOrY 
Rogram 

Energy SBIBCI Energy select Lee Self-hslall Energy Eficiiancy 

Residential Residential Residential 

OR OR E5 

Nxl-Fuel Revenue W a c  
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Rcgram 
Rafrgerator Recycling 

(11stomsr 
Chta""n, I CunnmrciaVhdustrial Rasaential CumrciaVhdustrial 

E E E I 

I I Hgh Rficiency b t o r s  I WAC Occupancy Sensor 

I ComrsrciaVhdustrial I ComrerciaVhdustrial I CamrciaVlndustrlal 

I n E I E 
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RoQram ComrciaVNdustrialastom hcentive RalTim Ricing 
MITm 

OJslomr 
~ t e g 0 r Y  
Rcgram 

ComrcBVhduStriil ComrCiaVlndustrhl 

E DR 

k n e w  able hergy 

Res/Codhd 

RE 

2017 I $ 155,063 I $ 1,042,801 I 1 I 9 1 s  - I$ . I - I . I$ - I$  198,8841 . I 2 
2018 I $ 143.226 I $ 1,213,443 I 1 I 1 1 1 s  - I$ . I . I - I$ - I $ 2M,112I  . I 2 
2019 I $ 137,626 I $ 1,328,940 I 1 I 1 2 1 $  - I$ . I . I - I $ - I $ 201,736 I - I 2 
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14. Please complete the table below describing Gulf's demand and energy projection for 
the years 2010-2019. Please provide an electronic copy in Excel (.XIS file format) 
with the hard copy response. 

ANSWER: 

Source: Gulf Power Company 2010 Ten Year Site Plan 
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15. Please explain or describe how other Florida lOUs and third party providers assisted 
Gulf in projecting customer enrollment. 

ANSWER: 

Third party providers assisted Gulf with projections of customer enrollment in the 
HVAC Efficiency, Refrigerator Recycling, Home Energy Reporting, and Community 
Energy Saver programs. Gulf's projections were not taken directly from the 
providers, but instead were estimated based on discussions with several third party 
providers regarding program offerings and Gulf's potential customer base. 

Assistance by Florida IOU's was limited to review of historical participation in similar 
program offerings contemplated during Gulf's DSM Plan development. 


