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GULF PO!fEB COMPANY 
Before the Florida Public Service coami•aion 

Direct Ta•tiaony of 
w. P. Bovara 

In Support of Rata Relief 
Docket No. 891345-EI 

Oecaabar 15, 1989 

Plea•• •tate your naaa, a44r••• aDd occupation. 

My naae i• w. Paul Bowar•. My bu•in••• addre•• i• 500 

Bayfront Parkway, Panaacola, FL 32501. I .... ployed by 

Gulf Power a• Director of Markatinq and Load Management. 

Plea•• da•criba your education aDd bu•in••• bactqround. 

I received a Bachelor of Science Deqr•• in Public 

Admi ni•tration/Political Science from the Univers~ty of 

14 We•t Florida. I al•o have a Ma•t•r of Science Degree in 

15 Manaqaaant froa Troy State Univ•r•ity. My career at Gult 

16 Power •tartad in 1979 vhan I joined the Company a• 

17 Re•idantial Marketing Repraaantative. I have held 

18 po•ition• of increaainq re•pon•ibility, including 

19 SuparvJ•or of Raaidantial Sale•, that have broadened my 

20 knowledge of utility aarkatinq and aarketing planning. I 

21 have appeared before thia Co.aiaaion on con•ervation 

22 related aattara. I have bald leadarahip po•itiona with 

23 the Southeaatarn Electrical Exchange and aerved on 

24 ••veral ta•k tore•• tor the Southern electric •y•tem in 

25 developing •trataqic plan• tor the 90a. I have been an 
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1 inatructor at Auburn Univeraity'a Engineering Extension 

2 aervice tor aix year• and currently aerve on the Business 

3 Adviaory council education ayat ... in Northweat Florida . 

4 In my current position aa Director of Marketing and Load 

5 Management, I am reaponaible for directing the Company's 

6 activitiea in •eeting our cuato•era' needa through energy 

7 aervicea that fulfill their expectations of an elect rical 

8 aupplier. 

9 

10 o. 
11 

12 A. 

13 

14 

15 

16 

17 

18 

19 0· 

20 A. 

21 

22 

Bave you prepare4 &D ezbibit tbat coDtaiDa iDforaatioD to 

Which you will refer iD your teatiaoDy7 

Yea. 

Counael: We aak that Mr. Bower•' 

Exhibit, compriaed of 

5 Schedule• be aarked 

for identification aa 

Exhibit -· (WPB-1). 

What ia tbe purpoae of your teatiaoDy7 

The purpoae of ay teati•ony ia to juatity the Company's 

CUstomer, Inforaation and Sales Expense• contained in the 

1990 teat year. I vill 4eacribe the purpoae of the 

23 Karketinq and Load Manageaent Departaentt how and why the 

24 Company aarketa ita productt and finally, I will justify 

25 the apecific proqraaa ve are aaking to be included in the 

[lort.:~.f:: t;~ J '1 r•. "-1 t' f -:: 
'lft1 .... · '- ..J\. '- -
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What are the apeoifio aoti•itiea tbat are han41e4 by or 

throu9h the Narketiav ea4 LOa4 Maa&9 .. eDt Departaeat? 

Specific activitiea include load reaearcb, cuatoaer 

6 forecaat, kilowatthour forecaat, baae rate revenue 

7 forecaat, d ... nd forecaat , cuatoaer aervice and 

a information prograas, conaervation programs, marketing 

9 planning, technology a•sea ... nt, aarket reaearch , load 

10 research tape tranalation and analysis, direct customer 

11 contact and proqraa •onitoring. 

12 

13 

15 A. 

What are tbe reapoaaibilitiea of tbe KarketiD9 an4 Loa4 

Naaa9eaeDt Departaeat? 

The Marketing and Load Manag ... nt Departaent is assigned 

16 the responsibility of for.ulatinq and iapl .. •nting a 

17 corporate aarketing atrategy that ia autually beneficial 

18 both to our cuatoaera throu9b coat-effective load-growth 

19 aanage .. nt and to our Coapany thr~ugh the prudent 

20 comait•ent of coatly facilitiea. Marketing ia expected 

21 to know the needa of our present an4 proapective 

22 cuatoaera, to plan an4 develop aarketinq proqraaa geared 

2J to aeetin9 those needa in a profitable aanner, to 

24 coordinate internally aaong thoae departaents vitb those 

25 orqani zationa and a9enciea that affect the aucceas of our 
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atrateqy, and to assure that the CO•pany ia auitably 

prepared tor proqraa iapl .. entation in the aarketplace. 

Pleaae deacribe Gulf Power'• owerall aarketiaq philosophy 

ud poltciea. 

Firat of all, our aarketing philosophy and policies are 

an outgrowth of our corporate purpose, or mission. This 

corporate mission ia to provide adequate electric service 

to all custoaers at the lowest possible price while 

earning an adequate return on the capital for investors 

who have provided the funds to aake such service 

poaGible. Consistent vith this corporate purpose, our 

basic overall marketing policy is to be the competitive 

choice enerqy supplier in Northwest Florida by providi ng 

superior value tor the services 11hich improve the quality 

of life and the buaineas operations of our cu&tomers . As 

this overall marketing policy is carried out, ve are 

guided by the recoqnition that our success ia dependent 

upon gaining and retaining the business confidence ot our 

customers. Since our aervice ia an integral part of our 

21 customers' bu•ineases or quality of lite, ve cannot 

22 expect to be their ener'9)' supplier of choice it ve do not 

23 bav• their confidence. 

24 

25 Q. Bow do you deteraiae vbat proqraaa are dn'eloped ud 
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company statistics, cuatoaer feedback, and marketing 

program performance are aonitored for trends in the 

marketing environment. In addition, aarketing research 

5 ia conducted to identify ... rginq cuatoaer conauaption 

6 patterns, preferences, and technological applications. 

7 This info~ation ia coapiled, interpreted, and contrasted 

8 with long-te~ expanaion plana and financial 

9 considerations to .. tabliah appropriate proqrama for 

10 impl ementation in the aarketplace. Progra .. are also 

11 developed and implemented baaed on regulatory 

12 requirements included in the National Energy Act, Public 

13 Utilities Regulatory Policies Act and the Plordia Energy 

14 Efficiency and Conservation Act. 

15 

16 

17 

18 

Q. 

A. 

Wbat aartetplace ob&Dqea b&Ya ooourre4 in recent years 

tbat would affect GUlf's aarketinq efforts? 

A review of the proceedin;a and iaauea that have been 

19 heard by this co .. iaaion in recent years gives us an idea 

20 of the changes that have occurred in the enerqy aarket. 

21 Examinations of Wheeling and tranaaiaaion access and rate 

22 iaauea, retail aalea by private .uppliera, atandby 

23 service and rates therefore, non-fira service and ra~es 

24 therefore, incentive rates, ouatoaer-apecitic load 

25 retention and cogeneration deferral rates and contracts, 
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deposit policiea and practices, enerqy and capacity 

payment• offered for Q.F. power, enerqy and capacity 

payments to solid waste facilities, and trans•iasion 

faci lity conatruction and ovnerabip disputes are 

indicative of the nuaber and broad ranqe of factors 

increasing the coapetitiven••• of the enerqy aarket 

during the past few yeara. 

Wbat ia tile relatioubip betwHD tbia inoreue4 

competition in tile energy aarltet u4 Gulf's increased 

aarltetinq effort.? 

Since Cult's laet rate caee, two of Cult'• largost 

industrial custoaera notified ua, at separate times, that 

they were planning to install their own generation, 

eliminatinq, or nearly eliainatinq, their need for 

electric eervice froa Gulf Power. The reault of this 

chanqe in status would have been increaaed overall costs 

to all of Gulf's cuato•era. In each case, we learned of 

the cuatoaera' intentions throuqh our information 

excbanqea and contacts with th-. We were able to work 

with thoae cuatowera to prepare special contracts which 

represented alternatives beneficial to the individual 

contractinq cuatoaer as well as all of Gulf's other 

cuatoaera. We brouqht those special contracts to this 

Commission for approval, and both were approved as cost 
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beneficial to Gulf'• ratepayers over the lite ot thoaa 

contracts. our aarketing and cuatoaer service presence 

provided both the opportunity and aechaniaa to reach this 

solution which benefits all concerned. 

In 1985, Cult Power requested approval of a new rate 

rider to be offered to the Company'• larqer commercial 

and induatrial cuatoaera. Thia new rate rider, 

8 Supplemental Ener9Y (SE), has been and still ia a 

9 aarketing tool vhich helps the Company iaprove ita load 

10 factor through incre4aed ott-peak kilowatthour (kwh} 

11 sales without creating the need tor additional generating 

12 capacity. The new pricinq aechaniaa waa conceived and 

13 developed following 'communications with our .... uatoaers and 

14 careful examinations of the ener9y alternatives available 

15 to thea, the coapany'a aarketin9 objectives, and the 

16 company's exiating- price aenu. The SE rider waa approved 

17 by this Commission and r ... ina a very important marketing 

18 tool tor Gulf Power. 

19 These are exaaplea ot aarketin9 activities that were 

20 made necessary by the increased coapetition in the energy 

21 market. All were developed uainq extensive cuatoaer 

22 input. The biqher degree ot aarket pr .. ence by 

23 alternative ener9Y suppliers contributed substantially to 

24 the need tor these activities. These competitive 

25 conditions continue to exist and, in tact, are still 

J 
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1 growing. The result ia a continuing need for increased 

2 • arketinq efforts aaaociated vith our cuato•er service , 

3 informati on exchange, and aalea activities. A• was th~ 

4 caae in the exaaple .. ntioned, the ultiaate r 8sult of 

5 these activities i a lower overall costa tor all of Gulf's 

6 customers. 

7 

8 o. 
9 

10 A. 

Are your ouatoaera eapeotiD9 aa iDoreaae iD the aarketinq 

aer.ioea proYided bJ Gulf ~r! 

Absolutely. our auato.era are demanding more and better 

11 marketing services. 

12 To illustrate our industrial cuatoaera' expectation 

13 ot quantity and quality in utility s ervices, I have 

14 attached, •• Schedule 1, a copy ot a brochure titled "Air 

15 Products' Quality Manag .. ent Proceaa - A Guideline for 

16 Utilities.• This docuaent was provided to us by Air 

17 Products in 1988, and aervea aa a vendor specifications 

18 sheet for their utility service auppliera. I urge the 

19 Commission to note on the laat page of the brochure that 

20 •o•e of the utility supplier certification standards 

21 listed 90 beyond the aere provision ot kilowatthours. 

22 The cuato .. r ia concerned vith aarketinq activities auch 

23 aa effective aalea representation, innovative;c~•petitive 

24 proposal• and reaponaiveneaa to Air Products' needs . 

25 Pactora such aa utility rat .. baaed on coat-of-service: 
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reliability of supply eoneiatent vith contract: timely 

notice of proposed rate chanqea or other actions 

affecting coats; and adequate and reasonably priced fuel 

aources are also included. This is only one example . 

There are others and every indication ia that this trend 

will continue to spread. our industrial cuatomers must 

remain competitive in the aarket place. We must continue 

our efforts to understand these businesses so that we may 

serve thea better for the benefit of all our ratepayers. 

our industrial customers really do expect, even demand, 

more and better aarketinq services. 

What has ~ea the reaction of 70ur residential ouatoaera 

concerninq the services you offer? 

Gulf conducted a survey in 1988 to determine our 

residential customers' reaction to our proqrams. The 

respondents were asked a aeri.. of queationa relating to 

awareness of prograaa, whether or not they bad 

participated and their opinion of the•• prOCJrams. 

Respondents' opinions are su.aari&ed in Schedule 2 . 

Based on this survey, ve are convinced that our 

residential cuatoaera are receivinq the kinds of serviced 

they deea aost iaportant. 

In the last three years alone, we have received and 

fulfilled requests troa eustoaers for: (a) information 
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1 on such subject. a• beat puap•, our levelized billing 

2 payment plan, outdoor lighting, and bov to read a meter; 

3 (b) a••i•tance vitb lighting planning and kitchen layout; 

4 and (c) presentations on enerqy related subjects to 

5 Optimist Club•, Garden Club• and Circle•, Woaen's Clubs 

6 and Unit•, Xivani• Club•, Exchange Clubs, Rotary Clubs, 

7 Sertoma Clubs, Ar ea Aqency on Aging, Council on Aging 

8 Congregate Sites, Teachers Groups, Homemakers Extension 

9 Groups, 8U8ine•• Brown Bag Meeting•, YMCA, Military Wives 

10 Groups, Girl Scouts, Boy Scouts, Rangers, School Classes, 

11 Boys Clubs, Girls Cl ubs, and 4-H. 

12 

13 0· 

14 

15 A. 

Baa the level of Gulf'• aarketiD9 aotivitiea an4 .. phaaia 

inorea8e4 in recent years? 

Yea. We are providing new cuatoaer education and 

16 information services to cuato .. ra in all aarket aeqments. 

17 We are also providing additional enerqy analys.is, 

18 including •••!sting our cuatoaer• with coat/benefit 

19 analysis tor their energy supply options. These are some 

20 ot the new service• which ve are providing our customers. 

21 

22 0· 

23 A. 

Is Gulf aotlve17 ••lllD; eae~ 

Ye•, Gulf •electively •ell• enerqy but only vhen it is 

24 coat-effective to our ratepayer•. Gulf attributes its 

25 •uccea• in the marketplace to it• ability to sell 
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concepta to our cuatoaera aucb aa conservation, load 

mar.ageaent and general aconoaic efficiency. Thea• skills 

have alao enabled Gulf to aelectively aell enerqy. In 

order to be the competitive choice enerqy aupplier in 

Northweat Plorida, ve au.t ainiaize overall unit coat of 

a.ervice, thereby enabling our customer• to maximize 

overall value received froa our aervice . A few yeers 

ago, load factor iaprov ... nt atrategiea vera incorporated 

into our aarketing plan. The load factor iaproveaent 

strategiea call for increaaed kwh aalea, ~~iaarily during 

non-peak perioda, in order to increaae the utilization 

and efficiency of exiatinq and planned facilities. our 

load factor i~~proveaent atrategi ea are a vital pari of 

our commitment to minimize overall unit coat of service. 

You atate4 earlier tbat Gulf ia actively aelliDg eDergy 

aeleotively. Ia the Co.paay aotlvelf aelllnq energy in 

the in4uatrial aarket a.;aent1 

Yea . Additional induatrial aalea are an iaportant part 

of our load factor i•prov .. ent atrategiea. Aa I atated 

earlier, load factor iaproveaent, vbicb increaaea the 

utilization and efficiency of Gulf'a facilitiea, can 

reault in lover overall unit coat of .. rvice. Another 

very i~rtant reaaon for our eapbaaia in thi a aarket 

aeqment ia the aaount the Coapany earn• on aalea i n that 
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1 aarket. our return on inveataent in that aarket seqment 

2 

3 

4 

ia qual to the return on our overall retail business and 

significantly higher than our return in the residential 

claaa. A kilowatt utilized by the residential class at 

5 about so percent load factor and a lover return ia of tar 

6 leas benefit to the Coapany and ita cuatoaera than t~e 

7 same kw utilized by the industrial class at a load factor 

8 in axceaa of 70 percent and a higher return. Therefore, 

9 if a kV can be •conserved" in the residential aark•t 

10 without reducing coafort, and in aoat cases iaproving it, 

11 and aada available tor •sale• in the industrial aarket, 

12 total coat to all ratepayers ia reduced. 

13 

14 0· Baa the co.aiaaioD recoqDiae4 the baDafita reau1tiDg from 

15 ott-peak eDargy aalaa to all ratepayers? 

16 A. Yes. During the last three years, the Florida Public 

17 Service co .. iaaion has approved our Suppleaental Ene~gy 

18 rider and spacial contracts with tvo of our large 

19 industrial customers (Monsanto ' Air Products) for which 

20 the stated purpose vas and is to increase and retain kwh 

21 sales. The Coaaiaaion recoqniz .. ~at these sales are 

22 not the cause of expenditures for additional production 

23 capacity. In fact, in Order No. 14442, Docket No. 

24 850102-EI, dated June 6, 1985, it vas stated that without 

25 thaaa loads tna ratepayers of Gulf Power could incur 
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higher coat• for the ener'9)' they buy. 

WbJ do your aarketiD9 efforta OODoeDtrete oD iDor&&aiDg 

off-peat eDergy aalea7 

Gulf'• ongoing aarket and load reaearch effort• reveal 

definite chanqea taking place in aarket condition&. we 

face an increaainqly coapetitive aarket environ.ent which 

has created a aiqnificant riak of loainq larqe blo~ka ot 

co ... rcial and induatrial load& for ~ich ~ulf haa 

already conatructed tacilitiea to aerve. Loaa of h i qh 

load factor load• on Gul f'• ayat .. baa occurred and will 

continue to occur due to toreiqn Goapetition, 

cogeneration, bi9her cuatoaer production coata, and 

outdated cuatoaer facilitiea and technology. 

Gulf Power Coapany'a ayat .. annual load factor is 

currently lover than any of the other Southern electric 

ayatea operating coapaniea, and the qrovth in the qeneral 

econoay ia ateadily declining. 'l'bia 1• becauae we have a 

lower concentration of induatrial cuatoHra. Loss of 

hiqh load factor aalea vill burt contingency planning and 

can only r .. ult in further deterioration of the Cowpany'a 

load factor. The end reaul t will be the need for biqher 

rat•• and higher fuel cbar9•• to our cuatoaera. As a 

reault of thia environaent, CUlt Power Coapany, in 

additi on to the other coapani .. in the Southern electric 
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1 ayataa, baa ~avaloped long-tera plana to insure the 

2 lowaat coat, aoat reliable electricity to ita cuatomars. 

3 A vital part of thia atratec}ic plan include• conaervation 

4 and marketing ettorta begun by the CompLny over ten years 

5 ago. The ulti.aate objective, which Gulf'• aanaguent 

6 believe• to be in the beat intereata of Gult'a cuatomers, 

7 ia to miniaize overall coata of aervice through 

8 increaaing the efficiency and utilization of exiating 

9 facilities while reducinq requir ... nta tor future 

10 facilities. Thia atrategy conaervea corporate 

11 inveataent, utilize• it aore efficiently, and holda do~~ 

12 rate• to the eon•uaer by •prea41nq fixed co•t• over more 

13 kilowatthoura. 

14 The overall plan ia a l ong-tera one, encompassing 

15 conaervation, aelected load building, pr1cing 

16 alternative• , load aanag .. ent options, cogeneration and 

17 other d .. and aide option• aa well aa aupply aide 

18 alternative•, and encouraging the econoaic growth of 

19 Northweat Florida. 

20 

21 Q. Wbat beDetita have aooraed to 70ar ratepaJera .. a reault 

22 of JOUr au'ketiD9 etforta7 

23 A. Utiliti .. have traditionally brought plant in aervice 

24 juat prior to the tiae it vaa needed. More often than 

25 not thia would be a large ba .. load unit. When the plant 
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was put in service, little or none of the capacity would 

actually have been aol4. Aa a result, the coats of this 

plant were aprea4 over the .... nuaber of units of sales 

(kwh) that exiate4 prior to ita operation, thereby 

creating a significant impact on the utility's customers. 

The amount of rate relief ve are asking for in this case 

is lower than it voul4 have been, because we have "sold" 

parts of Plants Daniel an4 Scherer blfore they were 

brought into the rate ba ... 

our marketing strategies developed in 1984 were 

designe4 to avoid filing for rate relief by i ncreasing 

off-peak sales to a level that voul~ generate revenues to 

cover the coat of Plants Daniel and Scherer. Our efforts 

have been focuae4 on increasing off•peak sales. The 

growth in peak-hour 4eaand is aiaply a result of natural 

qrowth in all classes of euata.ers , nvt a direct result 

of our marketing efforts. The fact is that these 

prograaa have significantly reduced the t.paet of our 

bringing Daniel and Scherer into rate base. Gulf is 

justifiably proud of the results of ita efforts in this 

regar4 and should be supported. 

What would happea if the co.atsaloa forced Gulf to oease 

aad desist all aarketla9 efforts? 

Tbe beat exaaple vould be to d .. cribe vbat happened to 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0· 

A. 

Docket No. 891345-EI 
Witneaa: W. P. Bovers 

Page 16 

the utility induetry froa 1970 to 1985. The oil aabargo 

in the early 70a had a devaatatinq iapact on the nation, 

eapecially on energy auppliera. Pricea akyrocketed and 

utilitiea all over the country vere blaaed by their 

cuatoaera and their requlatora. Utilitiea b.ad to cloae 

down their aalea departaenta becauae they were hounded 

out of the aarketplace. As we all knov, aiqnitican~ 

amount• of plant were already co .. ittad and were put in 

aervice, exacerbating the probln. 

The induatry waa in chaoa aa cuatoaera and utilitie~ 

fought each other, and the regulator• vere caught in 

between . Everybody waa loainq and the nation waa 

auffering aa a r .. ult. Thia acenario actually occurred 

at the national level, and it ia hiqhly likely that it 

can occur on a reqional level if the overall economics of 

a utility'• aervice area are not conaidered. 

nat laappeDe4 aut? 

Several piece• of federal leqialation vere paaaed that 

had the effect of prohibiting utilitiea fraa aellinq 

their product. In Florida the FUCA Act vaa paaaed 

requiring the co.aiaaion to aet qoala and aandate 

proqraaa beginning in 1910 and iapl ... ntad in 1981. 

Utilitiea began offerinq conaervation aervicea but vith a 

unique tviat: qaa utiliti .. were qiven funda to 
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implement prograaa to a;qreaaively aarket their product, 

while at the aaae time the electric utilitie• were 

similarly tundecS to reduce their energy aales and were 

encouraged to proaote the use of natural ga•. This 

environ.ent continued until the aid aoa when another 

change va• identified. 

What waa tbia obanqe? 

Electric utilitiea returned to the aarketplace realizing 

that aome aalea w~re beneficial and could actually reouce 

the coat to cuato.era. R dueed coata are achieved by 

improving load factor through off-peak and valley period 

•ales, thereby apreading aore unit• aero•• inveataents . 

Certain electric Utilitiea were able to do this without 

adveraely i•pacting peak-hour daaand and the effort• on 

the part of utilitiea and regulators to conaerve acarce 

re•ourcea . 

Why 40D't tbe utilltiea aqgreaaiYely proaote tbeir 

20 pro4uot if tile Nlaeflta are tllen! 

21 A. 

22 

23 

24 

25 o. 

some of th .. have. other• bave not been allowed to do ao 

due to l.;ialatlve and regulatory conatrainta which have 

failed to respond to tbia changing environaent . 

8boul4 requlatora •••uae part of the reaponaibility? 
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If blame vexe to be placed, then it would be on both the 

uti lities and the requlatora. Aa an i ndustry, utilities 

have not been able to totally persuade regulators that we 

understand the marketplace, cuat oaera , coapeti tion, and 

that ve vill not let history repeat itself. At the same 

tiae r equlators have, in nu.erous instances, refused to 

address thea~ chanqea and are atickinq to the policies of 

the early 80s. The Florida co .. isaion has b~en quicker 

to react to the changes that have occurred, especially 

over the past few years. 

What virtua lly all requlatcr• and aany utilities 

have failed to recognize is that conservation and the 

marketinq of ott-peak energy are not autually exclusive . 

They can, when properl y combined, be of tremendous 

benefit to the cuato .. ra. What we are really talking 

about is the efficient use of energy. This is how Gulf 

has interpreted FEECA. We believe that the legislature 

never intended to put the electric utilities in the state 

out ot the buaineaa of aarketinq their products. The 

leqialature aiaply intended that the cuatoaera use all 

source• of energy in the aoat e f ficient aanner. 

Leqialatinq conauaer behavior concerninq energy 

purchaainq deciaiona vill not be successful; ~ou cannot 

leqialate conauaer thouqht. 
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Wbere doea Gulf fit iato all thla? 

The trials and tribulationa experienced by utilities 

throughout the nation vera not experienced by Gulf Power. 

We were active participants in the proaotional practices 

ot the 60s and early 70a in proqrau auch •• the Gold 

Medallion Ho••· In the aid-70a, the changes previously 

discussed were anticipated, and Gulf iapl .. ented a wide 

range of conaervation proqraaa beginning in 1976 with the 

Good ~enta Hoae and Residential Ene%'9)' Audita: five 

yeara before anyone alae in the atate. co .. arcial and 

Induatrial proqraaa were iapl ... nted in 1979. When FEECA 

was paaaed, Gulf already had the pro;raaa in place and 

had achieved significant reaulta. These aaae programs 

were included, without aocSitication, in our conaervation 

plan approved in 1981 tor Conservation coat Recovery. 

Gulf did not experience the negative cuato•er and 

regulatory reactions that other utilities experienced 

becauee we knev vho our cuatoaera vera and what they 

wanted. 

our price reaained stable and continue• to be one of 

the lowest in Florida and one of the lowest in the 

nation. Gulf'• record of conauaer coaplainta about 

reliability and cuato.er .arvicea ia one of the lowest in 

the state. We have played a aa.jor role in atabil·izing 

the econo•y of our service area. OUr operation and 
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maintenance expenaea an4 coat of providing aervice are 

amonq the lowe at i,, tbe nation. 

We are where we are an4 have been able to accomplish 

this hiqh level of cuato .. r aatiafaction becauae of our 

preaence in the aarket. Were our aarketinq efforts to be 

qutted, •• aoma have propoaed, th .. e accoapliahaents 

would aoon be loat . We have little doubt that vary soon 

after havinq ceaaed theae efforta, we would be forced 

back into the aarketplace by our cuatoaera and this 

Commiaaion at a auch hiqher coat than it aimply allowed 

to continue and aaintain our current effort•. cuatomer 

action• are the •ouree of all •olutiona. When the 

information and program• they deaand are provided to 

them, they will deteraina the final out come. 

81Doe aarketiDq ba• eaable4 JOU to antic ipate tbe future , 

wbat ia qolDq to bappeD Dot? 

We do not know for aure, but we are certain that witb 

marketinq we will be in a better poaition to anticipate 

and react to change quicker and aore effectively than we 

would be able to without aarketing. 

With aarket re .. arch, ve can accurately deteraine 

what cuatoaera expect in their changing environment . 

They expect their utility to offer aore atable voltag s 

needed for senaitive electronic equipment, innovative 
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1 account and billing aervicea , and qreater comfort and 

2 efficiency in their hoaee. cueto•era will and are 

3 demanding a •ore reaponaible utility to meet their needs, 

4 and if we are not allowed by regulator• to reepond to the 

5 •arket, the fUture ia bleak. The aarketplace ia not the 

6 aame aa it vaa in the 70a or earl y eoa, and i t ia 

7 changing more rapidly aa we enter the 90s . cuatomers 

8 will find other aourcea tor their energy needa . Some o t 

9 our induetrial cuatoaera have already taken that courae 

10 of action. If ve are not able to aeet thia problem, we 

11 will find oureelvea raiaing our price to cover our costs 

12 over fawar and fewer euato .. re. We do not want that to 

13 happen. We want to be the energy aupplier that is 

14 reaponaive to cuatoaer needs. Marketing is vital to our 

15 fut ure eucceaa in that regard. 

16 We are aaking the Coaaiaaion to recognize our track 

17 record and abilitie• and to eupport our t otal effort to 

18 continue providin; lov coet reliable electric .. rvice to 

1 9 our cuato•er• . Marketing, which provide• the link to our 

20 cuatoaere, i e the key to thi• endeavor. 

21 

2 2 0 · 

23 ooaclude thl• portloa ot your teetlaoay? 

24 A. We recognize that aoae ot the .. rketing philo&ophies and 

25 principle• vhicb ve aro eabracing •ay be new to the 
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1 Commiaaion, and i n aar.y caaea, they are alao new to us. 

2 Significant chang•• in the enerqy aervices marketplace, 

3 both in the recent paat and expected in the near future, 

4 have cauaed ua to update our aarketinq philoaophiea. New 

5 atrategiee and prograaa have been developed and 

6 impl .. ented after careful conaideration. Each of ~ese 

7 atrategiea and individual progra .. are deaigned to play a 

B role in accompliahing our marketing objective, which is 

~ reducing overall coat to our cu•toaera. 

10 our cuatomera would not tolerate merely r~ading 

11 meters and rendering billa. surely thia Comaission does 

12 not expect Gulf Power to liait ita bueinesa function to 

13 the•• activitiee. 

1 4 

l S Q. Mr. aower•, bow are tbe eKpeDaea for the KarketiDq &Dd 

16 Load M&DaqeaeDt DepartaeDt reoo.ere47 

17 A. A portion of our expena.. 1• recovered through the 

18 Energy Conaervation Coat Recovery (ECCR) aechanism an~ 

19 the balance through baee ratea. We are asking for 

20 approval to recover $5,426,000 or 77 percent of o~~ total 

21 1990 expenaee tbrouqh baae rat••· 

22 

23 Q. What 1• tbe ltto beaobaark C..iatioD tor the KarketiDq 

24 DepartaeDt7 

25 A. The Department ia under the benchaark by $281,000 tor 
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1 the 1990 teat year. 

2 

3 Q. aave JOU aa4e &DJ a4juataaata to the ltlt approved 

5 A. Yea, an adjutaent vaa ude to include expenaea for 

6 proqr... that vera beinq recovered through baae rates in 

1 1984 and aubaaquantly tranaferred to ECCR durinq our 1984 

8 retail rate caae. The total aJIOunt of thia adjuatJDent is 

9 $2,248,000. I vill diacuaa later in ay teatiaony the 

10 juatiticationa tor the proqr ... that ve are requeatinq to 

11 be inclu<ted in baH recovery in the 1990 teat year. 

12 

13 Q. ftJ 414 JOU aake tlaia a4jutaeatt 

14 A. Prior to Gulf'• 1984 rate caae, approxiaately 61 percent 

15 of the Dapartaant'a expenaea vere recovere4 through base 

16 ratea an<! the balance through BCCR. Gulf'• 1984 filing 

17 aouqht to continue thia ratio. Although the total 

18 4ollara vere largely unaffected, the ca.aiaaion ruled 

19 that approxiaately 61 percent of the axpenaea ahould be 

2 o recovered throUCJh the ECCR Mebaniu. Aa a reaul t of 

21 tbia <taciaion, a reviaad filinq to reflect tbia change 

22 vaa aW.itted. '!bia ct.ciaion, which Gulf fully 

23 aupported, bact the effect of artificially loverinq the 

24 1984 Bench:aark by $1,625,000. Schedule 3 ahova bov this 

25 deci~ion iapacta the 1990 ~rk calculation. 
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Kr. Bowar•, would JOU aow .,.oitioallf addreaa tbe 

iDdividual pro;r ... &Dd tbair eKpeD••• tbat JOU are 

requaatiD9 to be iDoluded ia tbe 1110 teat Jear? 

Yes, there are expenses tor proqraaa that we are 

requesting to be included in this teat year. The tour 

proqr aaa are Good ~ant• Mev ao .. , Good ~enta Improved 

Wbat beDetit• doe• the GoOd J&Dta Boae Pro9raa provide to 

Gulf ~•r Coap&DJ'• ratep&Jere wbiob are Dot ooDaidered 

in the co .. i••ion'a eo•t-ettective aethodoloqy? 

Many other quality cu•to .. r eerviee• are offered through 

the Good ~enta Hoae Proqraa which are not considered in 

Home, Energy Education and Pre•entation•/S&minars. I 

will addreaa each proqraa individually beginning with the 

Good ~ant• New Hoae Proqraa. 

Ia the Good JeDta •ev Boaa ~aa ooet- etteotiYe? 

Yes, the Good ~nta Ho .. proqraa ia co•t-effective based 

on the FPSC approved coat-ettectiveneaa evaluation 

methodology. While there are three criteria used by the 

co .. i••ion, they are not given equal weight in 

deteraining co•t-ettectiven•••· In order No. 9677, 

Noveaber 26, 1980, Docket No. 800671-EG(MC), on page 2, 

the Coaai•aion atat .. , •A coat benefit analyaia of 

con•ervation plana ehould be liaited to coats and 
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benefit. experienced by the utility alone." The order 

further atatea that, •Analyaia of euato .. r coat• and 

benefit• involve• aany aaauaptiona, aoae of vbich are 

apeculative, and ao .. of Vbicb are not quantifiAble, and 

auch an analyaia ia aa.evbat au~erfluoua ••• • • 

What beaetita 4oea tbe Ooo4 , .. ta aoae •roqraa provide to 

Gulf ~wer Ca.p&DJ'• ratepaJera wbiob are not ooDai4ered 

iD tbe co.ataaioa'• ooat-etteotiYe aetbo4ol09J? 

Many other quality cuato .. r aervicea are offered through 

the Good ~enta HOlle Proqraa vhicb are not conaidf'lred in 

the co-iaaion'• coat-effective .. thodoloqy. It is 

i•portant to reaaaber that thea• aervicea would not be 

offered unl••• they were aougbt by cuatomera. These 

aervicea include, but are not liaited to: 

2. 

Design aasiatance - Gulf Power representatives 

regularly aaaiat custoaera in deter.ining th~ most 

efficient desi9n option• when planning the 

conetruction of a nev ho.e. Theee options include 

orientation, vindov pla~t and apeciticationa, 

equipaent eizing and aelection, duct deeiqn, and 

ther.al optiona. 

Education - Rapreaentativea vork cloaely with 

buildera, heating and air-conditioning dealera, 

ineulation contractor•, real eetate aaleapeople, 
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lendera, and cu.toaera to provide any inforaation 

needed to build and aell energy efficient new homes. 

Thia include• inforaation on .. er;ing technoloqiea, 

technical aervicea, and pr011otional tool• available 

in the aarket. 

Inapaction - Gulf Power Repreaentative• are required 

to provide inapectiona of Good ~ant• Homes during 

conatruction to inaure quality in•tallation ot 

energy efficient featur .. and to verity that the 

work aeata the •tandarda required for certification. 

Follow-up - The Good ~enta Boae Call ia the final 

part of the certification proc•••. Once the 

13 cuatoaer tak .. occupancy of a Good ~ents Home, the 

14 repraaantativa aakaa an appointment to discuss the 

15 anergy efficient feature• in detail, explain the 

16 type and operation of energy efficient heating and 

17 air-conditioning equi~nt, explain the effect of 

18 lif .. tyle on anergy consumption, and abow the 

19 cuato .. r how to read the .. tar. 

20 Each of theM aervicea bave contributed to the 

21 aucceaa and longevity of the Good ~ta Hoaa Proqraa. 

22 Though they are not quantifiable u defined by the 

23 Comaiaaion'• coat-ef~ectiven .. a teat, they do provide a 

24 valuable aervica to the cuatoaer. 

25 
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2 CoDaer.atioD coat .. OOYery (&eea)7 

3 A. The prograa vas r .. oved froa ZCCR by •utual agreement 

4 between Staff and the Company in October 1987, because 

5 the benefit to coat ratio vas considered aarqinal for 

6 participating cuato•era. staff'• reca.aendation in 

7 Docket No. 860718-EG, June 22, 1988, page 5 atates: 

8 "This provision should not be vieved as Staff oppositivn 

9 to utility involve .. nt in !~roving building standards or 

10 encouraging coapliance with the Code. These ac~ivities 

11 may be appropriate foraa of cuatoaer aorvice.• 

12 

13 0· Why 40 JOU OODtiDUe to ope~ate the 0004 'eDt8 Bo•e 

14 Prograa WheD you ba•• the Wlo~14a •Derqy lffioieDoy Co4e 

15 for bui141a; ooaatruot1oD7 

16 A. The Good ~nts Boae Progr .. offers auperior services and 

17 benefits to our cuatoaers which are not provided through 

18 the Code. Tbe Good ~enta Progr .. provide• a vehicle to 

19 optiaize coapliance with the Code which is not 

20 universally e.nforcecS in Morthveat Florida. The Code ia, 

21 in actual practice, the •intaua atandarda for building 

22 con•truction in the atate. Tbe Code doe• not provide the 

23 aignala or incentive• for buildere to include the 

24 •opti.ua• in enerqy conaerving technologies in new 

25 construction. Exallplea of opti•ization of the Code 
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include proper installation and aizing of heating and 

air-conditioning equipaent to inaure aavinga are realize~ 

and to e ncourage efficiencies beyond those set aa 

ainiaua. Proper inatallation also insures the service 

5 and aaintenance expen .. a vill be at a ainiaum and the 

6 lite ot the equip•ent will be optiaized. 

7 We are absolutely convinced that without our 

8 involv .. ent in and proaotion ot the Good ~ents Home 

9 Proqraa, the nuaber ot hoaes .. eting even the aini•um 

10 atandarda set by the Code would be tar fever than ia now 

11 

12 

13 

14 

the case. It ve are forced to abut this program down, 

the tremendous gains which have been aade beginning in 

1976 in educating the public of the iaportanca of 

constructing energy efficient nev boaea will be lost. 

15 This ia not in the cuatoaera' beat interest . customer 

16 demand for aervice will not end vith the cancellation of 

17 

18 

19 

20 g. 

21 

22 A. 

23 

24 0· 

25 A. 

this proqraa or any other pr()(Jru. What will end ia the 

Coapany'a ability to r .. pond to their daaands . 

Xr. aowen, nat la tJae aat Protru J01l are aeekiD9 

eapeDae reoo.err for iD tJala oaa•? 

The next proqraa ia the Good ~ta lap roved Hoae Prograa. 

Pleaae daaoribe tbe prograa. 

The Good ~enta Iaproved ROM Proqraa ia designed to 
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encourage energy efficient retrofitting and r .. odelinq in 

all types of exiating residential dvollinqa. Since the 

inception of the proqraa in 1977, there have been over 

10,000 reaidential dvellinqa retrofitted to aeet Gulf' • 

Good ~enta Iaproved Ho .. Proqraa qualifications. The 

pro;raa utilizes field peraonnel in direct one -on-one 

contact with trade allies (Heatinq, Ventilation and Air 

Conditioning contractors, insulation contractors, window 

and door aanufacturera, realtors and lenders) and 

cuatomera to proaote the use of the latest conservation 

measures. Incorporated into the proqr aa are training, 

qeneral public education activities, energy analysis on 

dwellings, cost-effective analyaia on all aeasures, 

advertiaeaenta, and diaaeaination of aateriala concerning 

residential conservation. Many cuatoaera learn of this 

proqraa through educational preaentationa and chooue to 

retrofit their existing boaea aa a result of the 

inforaation they receive. 

Ia tbe Goo4 Jeata ~rove4 so.. Jrograa ooat·~tteoti••? 

Yea. In Gulf Power Coapany'a answers to Staff'• Firat 

Set of Interrogator!•• in Docket Ho. 110002-ZG, the 

Coapany ahoved that the proqraa ia coat-effective to all 

ratepayers, participating auato .. ra, and to the State ot 

Florida baaed on the PPSC approved coat-effectiveness 
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5 A. Yea. We tnov froll our load reMarch that beatinq and 

6 eoolinq are peakinq loacSa. we alao tnov that by raiaing 

7 the efficiency of equipaant, coupled vith a reduction in 

8 the aizinq ot that equip .. nt due to increaaed thermal 

9 intaqrity required in the Good ~enta Iaproved BOJM 

10 Proqraa, will reault in aubatantial aavinqa. For 

11 exaaple: 

12 7. C S!ER t 36,000 8TOH • 5.14 kv 

13 9.0 SEER t 30,000 BTOB • 3. 33 kw 

14 Net kv reduction at ayatea peale-hour • 1. 81 kw 

15 Gulf baa vorJtecS vith individual cuato•era both 

16 before and attar retrofitting an4 ia certain that deaand 

17 and enerqy aavinqa are accruinq to participants i n the 

18 Good ~enta lllprovecS Boa• Proqraa. Aqain cuatoaera need a 

19 reliable aource to turn to for intoraation and 

20 aaaiatance. 'l'bia progru providea the vehicle tor the 

2 1 thouaancSa of cuata.era vbo need help. 

22 

23 0· OJ were tlae PZ'Ofn8 ooau 4iaallowe4 for apprcY*al 

25 A. Staff analyaia on April 20, 1989, indicat ed that the Good 
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1 ~enta Iaprovect Hoae Proqr .. ahoulcS be ruoved from ECCR 

2 for tvo reaaona: 

3 

4 

5 

6 

7 

8 

9 

10 Q. 

12 A. 

1. 

2. 

Gulf baa not perforaed a poat retrofit analyaia on 

the progr .. to validate the claiaed kv and kwh 

aavinqa identified through Gulf'• en;ineerinq 

eatiaat-. 

The payb.ack to participating cuato•era was marqinal 

(1.045 to 1). 

Baa Gulf loVer co.p&BJ pertoraed a poat retrofit analyaia 

Gulf baa inveatigatad a poat retrofit analyaia in the 

13 paat; however, aeveral factors contributed to the 

14 Company'• belief that the benefit• did not j ustify the 

15 cost of the project. The aaapling proceaa required for 

16 atatiatical validity would require a larqe nuaber of 

17 home• that .. t the atandarda tor Goo4 ~enta to an equal 

18 nWiber of inefficient hoaea of aiailar characteriatica in 

19 aize, appliance loada, and occupancy. In order to 

20 accurately track conauaption patterna, the project would 

21 require the aonitorlnq period to be at l ... t two years. 

22 For theae reaaona, the Collpany believe• that the 

23 benefit• ot tbia type of reaearch do not warrant the 

24 ~oat. 

25 
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Gulf baa abovn through the coat-effectiveneaa analysis 

that thia proqraa prov14 .. a payback to the participant. 

However, Staff baa taken the poaition that, becauae the 

payback to the participant ia aarcJinal, they vill 

diwcontinue to participate in the future, reaulting in 

the program benefit• turning negative. 

The COapany baa repeatedly tried to point out to the 

Staff that econoaic payback in and of itaelf ia not the 

determining factor for a cuatoaar'a participation in this 

prograa. b atated in Co.aiaaion Rule 25-17.008, the 

value of a proqra• ahould be priaarily judged on the 

benafita provided to all cuatoaera of a utility. 

cuatoaera continue to participate in the program and have 

a high level of aatiafaction vith the aervices provided 

in apita of Staff'• aaaertion that they would not be 

rational to do ao. On page 2 of Order No. 9677, November 

26, 1980, Docket No. 800671-EG(KC), the Coaaiasion 

atataa, •Analyaia of cuatoaer coata and benefit• involves 

aany aaauaptiona, aoae of Vhicb are •peculation, and aome 

of vhicb are not quantifiable, and auch an analyaia ia 

aoaeVbat auperfluoua •••• • 

Gulf Power baa biatorically abovn ita ability to 

aaintain a high laval of cuatoaer participation in this 

progr.aw. The raaaon for thia ia that cuatoaara recognize 

------ - - --
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and place value on other factors aaaociated vith this 

2 prograa. Th ... include, but are not liaited ~o increased 

3 comfort and r ... le value. Tbeae factors are not taken 

4 into account in the coat-effectiveneaa aethodoloqy but 

5 have a aajor illpact on cutoaer participation. The net 

6 pr esent value of the aavinqa aaaociated vith thia program 

7 to all ratepayer• of Culf Power Company ia 3.461 to 1. 

8 The Coapany believea that tbia juatifiea our 

9 participation in the proqraa and that it ia unfair to 

10 disallov auch a proqraa baaed on aaauaptiona concerning 

11 participation before they occur. 

12 

13 Q. Are there &DJ other beaefita wbioh aoorue to the 

14 ratepayera? 

15 A. Yea. The Coapany, through ita aponaorahip of the Good 

16 ~enta Iaproved Boae Prograa haa a aajor iapact on the 

17 quality of inatallation in the aarket~lace. Each job is 

18 inapectect prior to a boae bein9 certified Good ~nta to 

19 enaure that the inatallation aeeta the atandarda required 

20 for certification. There are no other agenciea in the 

21 aarketplace Vbicb are available to aaaiat the cuatoaer 

22 through inapectiona. 

23 In addition, participation in thia prograa helpa 

24 Gulf Power iaprove load factor in the reaidential claaa. 

25 In the lonq run thia helpa all ratepayer• through 
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efficienciea that aaaiat the Coapany in offering the 

low .. t ratea poaaible. 

Pleaae 4eacribe tbe laergr 84uoatioD ~oqraa. 

Enel'9)' education conaiata of aervic:aa offered to e 11 

cuatoaera that are not apecifically provided for in other 

aarketing and cuato .. r aervice progrua. The 

preaentationa are offered to pr .. ent as well aa future 

cuatoaera. Activitiea and proqraaa for customer group• 

10 include appliance aelection and uae, reaidential electric 

11 ayatea design, optional energy uae and application for 

12 household taska, residential interior lighting, energy 

13 aanageaent, lifestyle inforaation and economic efficiency 

14 

15 

16 

17 

of energy use. The prograas are deaigned to m9et the 

customers' needs by providing thea with tbe neceaaary 

information to enable thea to underatand bow to optimize 

the benefit• of their energy invut.ent. The 

18 presentations proaote viae choic:aa ao tbe cuatomer will 

19 receive a high return on their energy dollars. 

20 Inforaation ia tailorecS to the cuatoaer•' need• and 

21 presented vitbout bias for the custoaera to choose what 

22 ia beat for thea. 

23 

24 Q. 

25 A. 

What &otiYitiea oo.priae JOar aaervr a4uoatioD Prograa? 

All of the activitiea aaaociated vith this proqraa are 
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l general in nature and fall into tvo aajor categories: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

adult education and youth education. Bxaapl .. include 

but are not liaited to the follovin9: 

Adult !dueation Proqraa - Targeted toward cl~, civic, 

church and e~loyee qroupa. The preaentation• generally 

uaed to educate adult• re9ardin9 enerqy conaervation 

include: 

* consuaing En•l'9Y * You've Got the Power 

* Microwave OVen Usa9e • Buying Tiae 

* Holiday Prograa * Electricity - Your Most 

* Ritchen Appliance Uaage Valuable Reaource 

* Marketing Service• Offered 

The purpoae of offering adult education presentations 

is two-fold . Firat, the purpoe-, ia to educate the adult 

custo .. r regarding active participation in energy 

conservation and aana9-ent activitiea. The aecond 

purpoae of the preaentationa ia t o infor. Gulf'• 

cuato .. ra of the aervicea offered to th... The adult 

19 group preaentationa allov Gulf to ahare those services 

20 with the cuatoaer, tbua 9aininq a greater knowledge of 

21 the cust011era' need• and hov to fill the needs. 

22 Youth Preaentationa - Daaiqned for co .. unity youth qroups 

23 

24 

25 

•• well aa el .. entary and aecondary school clas•••· The 

.. phaais of each of the youth education proqraas is 

fossil fuels, enerqy conaervation by lifestyles and aeter 
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1 reading. Children learn about enerqy conaervation and 

2 adopt it aa a routine part ot their livea. Preaentations 

3 include: 

4 • Maqic of Power 

5 • Your Pirat Boae Avay Proa Boae 

6 * Electri city Your Koat Valuable Reaource 

7 * We're Talking About Electricity 

8 0· 11r. aower•, would f0\1 pleue cteaoribe Jour 

10 A. Preaentationa and a .. inara are educational tool• offered 

11 to co ... rcial cuatoaera. Tbe preaentati ona are 

12 cuatoai&ed to .. et the individual needa of the cuatomer 

13 and are uaed to educate cuatoaera regarding advanced 

14 end-uae technologiea. cuatoaora attending theae aeminars 

15 ranqe troa corporation executive• to local conatruction 

16 alliea. 

17 

18 Q. 

19 A. 

nat are ao.e of ~ t:.opioa of tiaCN8aioa7 

Topic• of diacuaaion in the preaentationa and a .. inara 

20 include technology a .. ea ... nt, iaproved load factor, 

21 iaproved deaand-aide aanag ... nt, increaaed pr~uctivity 

22 and t.proved planning ability. Technology aaaeaaaent 

23 benefits the cuatoaera thrCQqh lover inveataent riak, 

24 lover lite cycle coat and incr .. aed product quality. 

25 cuatowera requeat the •-inara becau .. of the coaplexity 
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1 of the e.ner'9Y-related iaauu facinq tbu ancS the iapact 

2 on the econoaic stability on ~rcial ancS incSuatrial 

3 market aeqaent. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Why area't tbe ••,..aea for tbeae progr ... iaolu4e4 iD 

SCCR? 

Staff's basic concern vith these proqraaa ia that they 

are not quantifiable ancS cSo not have liaita on 

expencSiturea under !CCR. In the Staff Analysis of Energy 

EcSucation Pro;raaa throughout the state in Docket No. 

890002-EG it atatea, •we believe prograaa of this kind 

are a tundaaentel part of the cust011er service 

responsibility of the Coapany ancS, therefore, do not 

require apecial recovery.• Staff further states that, 

•rf the FEECA statute and ECCR vera abolishecS tomorrow, 

cuato .. ra vould atill be calling service offices 

inquirinq about energy efficient products and uses. The 

coapany abould and would provide such inforaation on how 

to use ita product visely.• 

aow «oea O'Ulf Yift tbe ataff'a poaitioa ret~ar4iag ttae 

hem a4uoatioa u4 h' .... tatioutaeaiD&ra proqraaa7 

The Coapany feela that the BOCR .. cbaniaa offered the 

bast .. cbani .. to aonitor the levels of expenditures in 

£ner~ Bducation. However, Gulf Pover'a .,riaary position 
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ia that tbasa proqraaa are an ••••ntial part ot our 

buainaaa and JNat be continued. wa agree vit.h statt that 

cuato .. ra vill alvaya d ... nd tbaaa aarvicea and the 

Coapany baa an obligation to provide the•. We feel that 

our expenditure• in Energy Education Proqr... are prudent 

and wil l continue to be. The raaaon t.hia iaaue ia being 

addreaaed hera ia to anaura future recovery ot these 

axpen••• tbrouvh ba•• ratea, aa raco .. endad by statt, 

rather than through ECCR. 

Would JOU au.aariaa JOur poai tloa oa tbaaa four provraaa? 

Yea. Gulf Power baa a proven track record of providing 

quality cuatoaar aarvice pro;r ... that benefit our 

cuato .. ra a a vall aa the Coapany. When cuatoJktlra 

identity a need that va feel ia our raaponaibility tc 

provide, va do. Gulf Power Coapany doea not look at the 

recovery .. cbani... available and than daaiqn proqra • to 

fit thoaa .. chania... Tba hi9b level of cu.toaer 

participation in thaae pro;r... indicate• that our 

cuatoaara daaancl tb.-. We have an obligation t o thoae 

cuatoaen, to our Coapany, and to tba atata ot Florida to 

continua. 

Gulf Povar coapany baa aa4a aajor invaataenta in the 

davalop~~ant and iapl•aantation of tbua proqra.JU. The 

poai tiva iaaga enjoyed by the Good ~ant• Proqraa i• 

--------~ 
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1 qreater than any other utility aponaorad progru in the 

2 hiatory of our Coap ny or any coapany in the atate. If 

3 the Coaaiaaion diaallova future recovery of the expenses 

4 aaaociated wi th th .. a Pl'Q9r ... , the r .. ult will be 

5 diaaatroua. The ccmpany will loae contact with ita 

6 customer• and trade alliea, reaulting in diatruat and 

7 diaintereat. Tbeae progr ... auat be aaintained ao that 

8 as the co .. iaaion identifiea proqraa need• in the future 

9 our Coapany will be prepared to iapl ... nt thu at the 

10 loweat poaaible coat and hi9heat level of participation. 

11 Should the Coaaiaaion rule that the Coapany ahould get 

12 out of theae pr09ra .. nov, only to reatart theae or 

13 aimilar proqraaa at a later date , will require huge cash 

14 outlay• with ainiaal participation and reaulta. 

15 

16 0· Kr. sowera, Wbat are JOur ltto teat Jeer ezpeaaea f or 

17 acoaoaio ~elopaeat1 

18 A. The t otal expenaea wa are aakinq to be recovered 

19 are $687,000. Schedule 4 ahova the benchaark 

20 calculation. 

21 

22 0· llr. ~era, pl ... • defiae eooaoaio ct..elopaeat. 

23 A. The definition of aconoaic 4evelopaent ia creating wealth 

24 through the 110bili1ation of bu.aan, financial, capital, 

25 phyaical and natural reaourcea to generate aarketable 



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

Page 40 

1 goods and services . Traditionally, econoaic development 

2 has been viewed as the •aarketing• of Florida to doaestic 

3 and foreign busin .. s and industry as a favorable place to 

4 relocate or expand their operations. The rar id .. erqence 

5 of global econoa ic events such as he ightened do.estic and 

6 international econoaic coapetition, groving international 

7 trade, and rapid technological advanc .. ents , are 

8 mandati ng that econoaic developaent be looked at f1~m a 

9 auch broader perspective: one of assessing tho strengths 

10 and weaknesses of an econoay and aaking the investment• 

11 necessary to iaprave the environaent in vhich our 

12 existing busine•sea operate. Gulf P~~er has i dentified 

13 the need for and baa co .. itted resources to community 

14 developaent and not just generating economic growth. 

15 These activities, if successful, will be autuallv 

16 beneficial to all ratepayers, society as a vhole and the 

17 coapany. 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

25 

WbJ are utilities iD qeaeral &D4 specifically Gulf Power 

aotiYel7 1DY01Ye4 i D oo.8Ua1~7 4eYelopaeat! 

Gulf Pover COapany has lonq recognized that its ovn 

vell-being is directly tied to that of our co .. unity and 

that ve have a direct stake in the co.aunity's overall 

developaent. For utilities in particular, community 

developaent i s critical to the lonq-tera success because 
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a utility ia only aa stronq as the co .. unities it serves. 

Thia baa not alvaya been the caae tor aoae utilities but 

ia eaaential for Florida utilitiea eapecially becauae of 

grovth aanag ... nt legialation. Specifically, econo•ic 

developaent baa becoae a key part of our electric utility 

demand-aide aarketing plana due to the greater 

opportunities provided to increase load factor, by adding 

or expandinq cuatoaer• that have a higher load factor 

the .. elvea or have need for utilizing energy durinq 

non-peak hour&. 

What i• Oulf JOvar'• role la the eaoDoalc developaeDt of 

•ortbweat •lorida? 

Although utilitiea have lia!ted ability to directly 

"land" a nev induatry or expand an exiatinq industry (the 

co .. unitiea th ... elv .. are reaponaible for providinq the 

"bundle• of benefits to proapective nev or expandinq 

industry), there are a nuaber of resource& and activities 

electric utilitiea can provide to enhance the prospects. 

A key strategy Gulf baa invuted in baa been a regional 

•arketing and proaotional caapai9" to develop the 

appropriate infraatructure, inforaation and data base as 

vell •• coabine and coordinate the liaited r .. ourcea of 

nuaeroua local coDWlitiea for aaxiaUII effort. Cult 

Power, as coaaon link aaonq Northveat Florida 
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communities, baa alao aaauaed a leaderahip role i n 

furthering the capability of co .. unitiea in ita aervice 

territory t o attract and/or expand the induatrial base. 

Electric utilities can be a driving force in economic 

developaent by exerting varioua foraa of ca.aunity 

leadership. senior officers and aanaqe•ent personnel ot 

Gulf Power have been called upon to serve local civic 

orqanizationa havinq an intereat in economic development 

and thus aaauaad leaderahip rolea and reaponaibilitiea. 

would .ort~eat •lorida ooDtiaae to ,row if you were not 

iD•ol•ed iD ecoDoaio da.elopaaDt? 

Yea, the region would continue to qrov; however, there is 

a greater riak that the growth would not strengthen the 

economy or be beneficial to our ratepayora. 

Plea8e -.plaiD. 

Gulf Power, like the other natural aonopcliea regulated 

by the PPSC, ba• an obligation to provide electric 

aervice to all potential cuatoaer• regardless of •ize and 

their t.pact on our ayat... Included in this 

reapon•ibility i• an obligation to provide reliable 

electric aervice at the lov .. t po••ible co•t to all 

ratepayere. Mi•aanaginq qrovtb can be detriaental to the 

entire economy becau•e of the negative iapacta on the 
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price, quality and reliability of our product. 

Gulf ia not intereated in qrovth j~at tor the sake ot 

it, we want to be in a poaition to aaaiat in the 

aanag .. ent of growth ao that our co..unitiea and 

ratepayers will receive laatin; benefit• with a •iniaum 

ot riak. 

Doea tbia oonolude your teatlaoDJ? 

Yea, it doea . 



8TATB 01' P~RIDA ) 

COUNTY OP BSCAMBIA ) 

AP'l'IDAVIT 

Before ~e the under•iqned authority per•onally appeared 

w. P. Bower•, vbo fir•t beln9 duly sworn, say• that be is the 

vitnes• na•ed in tbe te1tiaony to which the Affidavit is 

a t tacbea: that be prepared •aid te•tiaony and any esbibits 

included therein on behalf of Gulf Pover Coapany in a.upport 

of ita petition for an increaee in rate• and cbar9es in 

!'lorida Public Service coaai••ion Docket No. 891345-EI; and 

that the aatters and tbin91 •et forth herein are true to the 

best of hi• knovledQe and belief . 

Dated at Penlaeola. Florida this ~of Deceaber. 1989 . 

. 
~ $vorn to aDd subscribed before •• 
~~ this ? · day of Deeeaber. 1989. 

~~~-112& 
Notary Pabl16 

WCrimntn1on Expires 
~"JJIJ-• 1.0 . .. 
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UAt Air Products, UJf! view the quality process as 
one which delivers consistent conformance to 
customer expectations /00% of the time. 

"/t:S a demandiflB standard that d~sn't accept 
excuses . 

.. Yet adherence to this standard will help enmre 
that we continue to realize profitable growth - to 
the benefit of customers, employees. $/tareholders, 
and suppliers alike. " 

Dellter F. S.ker 
Chairman of the Board 
and Chief Executive Officer 
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Quality Ia consistent confor· 
mance to customer expectations 
I~ of the time. 

The Quality proc:aa fnvolvea the 
development of the attitude that 
conformance to cuttomer needs 
and apectationa hu top prior· 
ity. There must be respect for In· 
dlviduals and their ability to 
conllibute to improvement. 
Quality improwment includes 
ewryone In all parts of an orp· 
nlzation. T'he major emphuials 
on prewntion and problem IOiv· 
,,. rather tban error detection 
and comcdon alter the fad. The 
quality procaa bealns with the 
commitment of top rn.anqement 
and bnna• all employees Into 
the implementation proceu. 

4 
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JNTRODUCTIC 

At Air Products. we've &JwJys 
lleved in ckliverln1 qu.lity pre 
uct.a and services. but recently 
we've bftun to forrMIIy rMna! 
the qu.lity process by sharper 
in1 the focus of our rMnagemE­
ph!losophy. Our experience he 
reinforced our commitment to 
qUIIity performance. Today. 
more tt\an ever, we know that 
1re11ive quality rnanaaement­
all aspects of our jobs-ss th~ 
most effective way to meet our 
customers' expectations. 

r.IJO't ollrodaare 

We've deYeloped lhla brochurt 
to introduce you to Air Produc 
quality rna.l'\qelt.~nt process a 
to Introduce the requirements 
and apec:tation.l you must me 
u a ~uaJity utility supplier to , 
Products. It will review the ke~ 
elements and stress the lmpor 
tance of your commitment to 
quality In all aspects of our 
relationship 

While our standard• are rifor· 
ous. you should understand th. 
they are coosiatent with the 
staiWUrda by which we meuur 
our own performance when de 
iq with our own customers. 
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QUAUTY MANAGEMENT PROCESS 

Quality in the buyer/seller rela· 
tionship ~gins when we first 
talk to utilities about our require· 
menta and continues throughout 
the life of our conrract. We ex· 
pect consistent conformance to 
mutually agrud-upo.'l require· 
ments. includmg the expectation 
that utili ty services will be pro· 
vided safely. We e'pect that our 
utility suppliers will be charac· 
terized by sarona manqement 
commitment to meetint cus· 
tomers· expectattons, responsive 
ttaft. and eftecttve buyer /teller 
communiation1. While we rec· 
osnize our respontlbility to 
clearly define and communicate 
our expectationJ. we encourage 
your commentl and sugettiont. 

Air Productl' quality m.nase· 
ment procns is founded on four 
key principtes of excellence. Ad· 
herence to these principle~ di· 
rectty impacu our evaluation of 
utility supplier perform.nce. 

To Air Productt. quality perfor· 
mance from a utility Is baled on 
the following: 

• Abllfty to contlatently meet 
Ai r Productt' requirements 
and expectations I~ of the 
time. 

• Demonstrated mdence of 
mana~tment commitment to 
quality u a way of life. 

• Contribution in helping to sat· 
isfy Aar Products' customers· 
expectations and minimizing 
the total evaluat~ cost of rna· 
terlall and services provided. 

• Ability to p~nt errors from 
occurrina throuah specific •m· 
provement projects. 

AI partne!t in quality. we w111 
work with you to define requi re· 
menta and design and implement 
an approach which fits both our 
need~ an approach which will 
build and strengthen a long last· 
Ina relationship. 

There are four fonnalized s~eps 
to lmplementina the Quality 
Manqement Process relation­
ship with our utility suppliers. 
These tteps guide us from the 
eu1y •~aes of quality awareness. 
throutt\ the es~blishment of 
quali~· standards and feedback. 
to a furry operationaJ sys.tem de· 
aiJned to rate your perfonnance 
and retOiniu those utilities who 
tt..w adUeYed a superior level of 
pertonDance thfOUihout the yur. 



The Four Ste~ ID the 
Quallty Manqemeut Procaa 

I Qual ity Awareness 

II. Quality Standards and 
Measurement 

Ill. Quality Feedback 

IV. Utility Rating and 
Recognttion 

L Quality Awarmeu 

The tint atep ia to ensure tMt 
the utility rnanqement thor· 
ouahly understands our business 
needs. functions •nd g~ls. We 
do thla by conducting ..areneu 
sessions with suppliers to Inform 

6 
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you •bout our quality commit­
ment and npectltions These 
SHSions Mw proven to 0e im­
portant in building long-term 
quality p.artnerships. 



II. StaDdardl aod 
Meas~meot of Quallty 

Th~ h~art of th~ quality manag( 
m~nt process 1s the ability to 
m~~t standards bas~d on cus· 
rom~rs exp~~o:tat•ons ... stan· 
dards that hav~ been clearly 
defined. Thes~ standards 
1nclud~. 

• U11hty rat~s ~ hach are based 
on lh~ COSI Of SeNIC~. 

• R~liability of supply consistent 
with contract r~quirements: 

•Timely notice of proposed rate 
changes or other actions af· 
feeling our electr•city and nat· 
ural gas costs. 

• Adequate and reasonably 
priced fuel sources. 

We expect our uti lity suppliers to 
conform to these standards at all 
t1m~s and contribute to their re· 
finement and improvement. 
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~ lltft1 ~ 1111111 ... ,. 10 f'LIIIWciH ~ .. ~ _,., ollurflwr 
lm,procJfltf quo/dy 

F~back is an eflediw commu· 
nlcations tool which ensures that 
the quality rnanqement phUOJO­
phy continues to trow within or· 
taniutlons. Air Producu· l)'ltem 
allows us to monitor supplier 
conformance to requlremenll 
and expectations. Nonconfor­
mance Is reported 10 we can 
work with you to promptly cor­
red any deficiencies and prevent 
recurrence. Posltlw performAnce 
Is also reported to encouraae 
and rec:otnize achievement. 

7 

Ratlnp of our utility suppliers 
are desltned to monitor perfor· 
mance aaainst defined st.&ndards 
A protram to rec:osnize exem· 
pl&ry perionnance by our utility 
suppliers prcMdes awards to 
those that have demonstrated 
prosrns and ach ievement in the 
total quality proceu every yur. 

We ~e tour ate-aories of uti lity 
supplier ratlnas: 
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IIIPOrtance ot Jlr09f-/le"1c:ea 

!rpgraa pr flryiet 

Attractinv •ev lftduatry 
Electric latety ~1pa 
Monthly 1111 lnaerta Into 
lnatalllnt OUtdoor Litl\tinq 
Mev Mo.. lu11d1nt Advice 
51,200 ~nerVY laprove .. nt Loan• 
TV, Aadio AdcS Intonation 
lecoaeftdlft9 Dealen, ltc. 
&nerw AUCI1 u 
15, ooo IMrvY laprove•nt Loana 
tlOO tor ., IMtallation (aeplaceMnt) 
Cboice ot 11111nt Data 
Levallaed 11111nt Plan 
App11oce lalea and llnicaa 

~~- ot uaa aata 
Extended Ottica Moura 
Electric lill Paid via lank Dratt 
Coaputer lalea and lervicea 

Perc:entave 
lay11MJ 

•t•DQrt,•nt.• ., .. , 
1).2 

''·' 75 • • 

7).0 

71.0 ... , ., .. 
65.0 

6 ••• 

••• 7 
62 . 5 

56 •• 

5).0 

••• 1 

•2.1 

26.0 

15.2 

TURF analyaia revealed tbat virtually any coabination of 
provra .. or .. rvicaa vrouped in 2'a, l'a, or •'• would yield 
between 12.0' and ••·•• ot all cuato.era 1ndicat1nv 
•iaportance.• In otbar vorda, it aaku no difference which two, 
three, or tCNr provrau and Mrvicaa are otferecl to c:uatoeera, 
t2' or aora ot all cuata.era vill be reached vitb a proqraa or 
aarvice tbty conaider •vary iaportant.• 
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EXPENSE RECOVERY - 1984 TEST YEAR 

!aae Rate Recovery 
Conaervation Coat Recovery 
TOTAL 0 & M Expenaaa 

AS 
FILED 

$3. 2 90 
2, 105 

$5,395 

FPSC 
ADJUSTMENTS 

(U,62S) 
1, 625 

$ 0 

($160) 
0 

($160) 

COMPARISON OF 1984 AND 1990 
CUSTOMER SERVICE ARD INFOIHATIOR EXPENSES 

Baae Rate Recovery 
ConAervation Coat Recovery 
TOTAL 0 & M Expenaea 

1984 
ALLOWED 

• 1,505 
3,730 

• 5,235 

1990 
BUDGET 

• 5,426 
1,640 

• 7,066 

IMPACT OF RECOVERY MECHANISMS ON 
CCSTOKEI SERVICE 6 IWFOIMATION BENCHMARK 

1984 1990 1990 

AS 
APPROVED 

fl. 505 
3,730 

$5.235 

ALLOWED IENCBHAll BUDGET VARIANCe 

Baae late Recovery 
Conservation Coat Recovery 
TOTAL 0 & M Expanaaa 

u. sos 
3,730 

$5,235 

U,268 
S,622 

$7,890 

$5,426 
1, 640 

$7,066 

----
$3,158 
(3,982) 
$( 824) 

The followina tabla abova the 1apact on the 1990 benchaark 
calculation •• a raault of the abift of $1,625,000 in 1984 fro• 
Baae late Recovery to !CCI. 

Baae Rate Recovery 
Conaervation Coat lecovery 
TOTAL 0 6 H Expena a 

1984 1990 
ALLOWED BENCRHAil 

$3,130 
2,105 

is. 235 

10 

$4,719 
3,173 

$7,892 

1990 
BUDGET VAllANCE 

f S,426 
1,640 

$7.066 

• 707 
(l, 533) 
${ 826) 



1990 SAL!S EXPENSES 

1984 
fUNCTION APPROVED 

Econo mic & 
Area Develop•ent tO 

BY FUNCTION 

1990 
ALLOWED 

$0 

11 

1990 
BUDGET 

$687 

Florida Public Secvic, 
Co••i••ion 
Docket No . 891 345- El 
GULF POWER COHPAN \ 
Witn••• = W. P. Bo~.:er ~ 
Exhibit I (WPB-
Schedule 4 
Pa&e 1 .:> f 1 

DIFFER ENCE 
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IDfDitJM ULIJfG UOPIBMEHTS 

'1'1tll 

Conaervation Action• 
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