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The florida Energy Efficiency and Conservation Act (fEECA), 
Sections 366 . 80 - 366.85, florida Statutes, requires the Commission 
to adopt goals to reduce and control the growth rates of electric 
consumption and weather -sensitive peak demand. In Docket No. 
930551-EG, the Commission set numeric demand-side management (OSM) 
goals for Gulf Power Company (Gulf) (Order No. PSC-94·1313-fOF·EG , 
issued October 25, 1994). Gulf's DSM Plan , designed to meet these 
goals, was approved by the Commission in Doc ke t No. 941112·EG 
COrder No . PSC·95·069l· FOF·£1, issued June 9, 1995). 

Gulf has an exieting Commiseion·approved loan program known as 
Gulf Express. Thie loan hae been offered to residentia l cuetomers 
so that they could add energy-saving measuree and equipment to 
their homes. Gulf sublidJzee the loan by buying down the interest 
rate. Loan expenses have been recovered by the company through the 
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Energy Conservation Cost Recovery (ECCR) Clause. However, the 
program is no longer cost-effective; therefore, Gul f has ceased 
issuing new Gulf Express loans. Gulf plans to keep the Gulf 
Express Loan Program open only until all outstanding loans have 
been repaid. 

Because it wishes to continue offering reduced-rate loans for 
customer i nstallation of conservation measures, Gulf has petitioned 
the Commission for approval o f the Good Cents Energy Loan. This 
new program offers loans of up to $15,000, with up t o a seven-year 
period for ~ybaclc, for the installation of. up to 18 energy 
conservation measures. Gulf plana to use a Southern Company 
subsidiary to provide the loans at lower than market ntes. In 
addition, Gulf will buy down the interest rate by 1\. Gulf's 
expenses from the proposed loan program would be passed on to 
ratepayers through the ECCR clause. 

While new homes are not eligible for Gulf's proposed loan 
program, all residential customers with existing homes in Gulf's 
service territory are eligible to participate. Natural gas 
heating, in combination with electric air conditioning or heat 
pumps, is eligi,ble for Gulf' a loan program. However, Gul ( expects 
the bulk of its loans to be issued for tho following: conversion 
from natural gas heating to an electric heat pump; convers ion from 
electric strip heating to heat pumps; replacement of an old 
electric heat pump with a new, more efficient heat pump; geothermal 
applications; and addition of attic insulation up to R-38. 
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QIICQIIIQI Of Jlagll 

IISQI 1 : Should the Commission approve Gulf Power Company ' s 
petition for approval of its new Good Cents Energy Loan Program, 
including approval tor cost recovery through the Energy 
Conservation Cost Recovery Clause? 

;. ~··· t •l.lt 
'fXQI: No. Contrary to Rule 25-17.001, Florida 

Administrat ive Code, and FEECA, Gulf's proposed loan program: (1) 
is forecasted to increase winter peak demand and annual energy 
consumption while only minimally reducing summer peak demand; (2) 
does not inc lude any end- use metering to verify estimated demand 
savings; (3) doee not pass the Participants' test or the Total 
Resouzce Coat (TRC) teat and minimally passes the Rate l111pact 
Measure (RlM) teat; and (4) encourages the s witch from natural gas 
heating to electric heating. 

mp 'D!,JIII: When the Commia ion reviews conservation 
programs, lt considers three criteria: 

1. Whet,her the program aclvaneea t:he polic y objeet:ives of Rule 25-
17.001, Florida Administrative Code, and FE~~~ 

2. Whether the program is directly mon.itorable and yields 
measu,rable results; and 

3. Whether the program i s cost-effective. 

Staff has f our major concerns with Gul f' s proposed Good Cents 
Energy Loan program: (1) it ill e xpected to increase winter peak 
demand and annual energy usage, but minimally reduce summer peak 
delll4nd; (2) it does not include any end-uee metering t o veri fy 
estiuted demand end energy impacts; (3) i t fails to pass the 
Partic ipants ' teet (0.28 benefit-cost ratio) and the Total Resource 
Cost (TRCJ teat (0.06), and is marginally coat-ef!ectlve (l.Oll 
under the Rate Impact Measure (RIM) teat: and (4) it doea not: 
represent energy conservation, but, ra t her, electricity competing 
wi th natural qa~. 

1 . Wut.r Dmenct aDd A.II.Do&l. a-zw Ill__.• 1 Mh!-1 a-r 
D pncl PI =Gti.GD 

Rule 25-17.001(2 ) , Florida Administ rative Code, summari zes the 
Commission's polic y on energy conservation: 
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The Florida Energy Effic iency and Conservation Act 
requires increasing the efficiency of the electric 
system5 of Florida, increasing the conservation of 
expensive resour ces, such as petroleum fuels, reducing 
the growth rato o( weather sonsitiyg peok demand . and 
reducing and controlling tho growth rate of kilowatt hoyr 
consumption to the extent co3t effectiye. (Emphasis 
added} 

Gulf esti.nl4tes that the proposed Good Cent:a Loan Program will 
reduce si.IIIIDer peak demand by a total of 252 kW (0 . 252 MW), or 0.42 
kW per. participant. However, the program is expected to inc rease 
annual energy consumption by 168,600 kWh (281 kWh per participant) 
and winter peak demand by a total of 1164 kW (1.164 MW), or l. 94 kW 
per participant. Gulf attributes these i ncreases to the high 
saturation of natural gas beating in its service territory. 

There are 19 eligible conservetion m.easures in Gulf's Good 
Cents Energy Loan program: five of these measures ere expected to 
have the highest level of customer participati on. The kW demand, 
kWh energy, and percent participation estimates tor these five 
measures were combined to arrive at the totals for the loan 
program. This analys i s is summarized in the following tabl e: 

PAIITICt- ftii-PAII'l'ICIPAMT IAVD!Ga 
PATIQI (liiiiCIIIftD AVUAGIII 

Winte[ s ....... r Annua l 
kW kW kWh 

~ .17 -744 

33.0 \ 0.03 0 . 10 188 

otdp h••~ to Jleat puq> 2 . 0 \ 0.09 0 . 01 94 

10. 0 \ 0.1~ 0 . 08 64 

Customers vho vant to install new natural gas hea t i ng in 
combination with electric air conditioni ng can obtain a l oan under 
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Gulf's proposed Good Cents Energy Loan program. However, switching 
from natural gas heating to electric heat pumps is expected. The 
preceding table shows Gulf's expectation that a majority (55•> of 
all loans tor heating, ventilating, and air conditioning (HVACI 
replacements will be the conversion from natural gas heating to 
electric heat pumps. This conversion is the cause of increased 
winter demand and annual energy consumption for the overall loan 
program. Increased demand and energy consumption is clearly 
contrary to the intent of Rule 25-17.001, Florida Administrative 
Code, and FEECA. Further, the increased winter demand and annual 
energy increases from natural gas cofiveraion to electric heat pumps 
of.faet any savings from other options eligible u.nder the proposed 
loan program. 

The forecasted demand and energy savings (or increases) for 
Gul f' a' Good Cents Energy Loan program are based on engineering 
estimates. Gulf proposes to analyze billing data to ver Hy the 
accuracy of these estimates. Gulf also has historical data on the 
impact ot conservation measurer~ in11talled under the existing Gulf 
Express loan program. However, without pre- and post-installation 
measurement data, staff cannot be sure of the accuracy of Gulf ' s 
engineering estimates. 

Staff i s also concerned with the impact of the newer, high­
efficiency heat pumps on Gulf's electric grid. These heat pumps 
contain a scroll compressor, which is efficient with heating and 
cooling but which may degrade the power factor of a utility 
distribution system. If a substantial number of utility customers 
install the newe r heat pumps, the utility may have to take 
corrective s t eps, with corresponding costs, to improve the power 
factor o f i'ts diatribution system. Because Gulf forecasts only 600 
participants in ita Good Cents Energy Loan program, Gulf expects 
that the cumulative 1mpact of new heat pump additions through this 
program on Gulf' a distribution system will be negligible, if 
noticeable at all. The minimal savings forecasted by Gulf for the 
loan program may be completely negated by the increa:sed costs 
caused by low power factor. 

Gulf's avoided cost is based on a capacity purchase, s cheduled 
to start in 1999, from the Southern Company. In the past, Gulf has 
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used avoided capacity purchases i n lieu of avoided generating units 
when analydng the cost-effecti veneas o f DSM prograll\5 . Because 
Gulf appears to hove reasonably calculated the costs associated 
with a capacity purchase, staff does not believe that Gulf's choice 
to use this method is a problem. 

The cost-effective analysis of Gulf's proposed Good Cents Loan 
Program, using the RlH, TRC, and Participants' tests, is attached 
to this recam~endat ion as Appendix I. Gulf's proposed l oan program 
does~ pass the Participants' test (0.28 benefit-cost ratio) or 
the TRC test (0.06). Staff questions how Gulf expects its 
resident i al customers to participate in a loan program that fails 
to pass the Perticipants' te.st. Partic ipant cost!l consist 
primarily of the cost t o buy en.ergy-efficient equipment wi th the 
loan. Participant benefits include Gulf's 1\ buy-down of the loan, 
and any perceived value from equipment purchases made wi th the 
loan. Since this perceived value ill the primary cau!le for interest 
in the program, customers who participate in the program could be 
considered Ill! free riders. Further, while this perceived value 
cannot be included in any cost-effec t i veness analysis, Gulf 
apparently expects thet customers will pay for this value . Gulf 
forecasts 300 participants in the program's first year (remainder 
of 1997) and 600 participants in 1998 . No new program participant!! 
are forecasted after 1998 , since the avoided capacity purc ha se is 
due to begin in 1999. 

Gulf's proposed l oan program minimally passes the RIM test , 
wi th a 1. 01 benefit-cost ratio. Under RIM, Gulf forecasts that the 
program will not become cost-effective for 11 years on a nominal 
basis . On a cumulative present worth basis, the program is not 
cost-effective until year 30, the last year of the study period . 
The company's RIM analysis shows that Gulf expects to spond 
$3,142,000 over 30 years, on a cumulative present worth basis , t o 
achieve an expected program benefit of only $3 5,000 by year 30. 

OSM programs that marginally pass tho RIM test provide no room 
for errors in forecasting demand and energy savings , or c hanges to 
avoided generation costs. This is clearly the ca!le wi th Gulf 's 
proposed Good Cents Energy Loan program. With a RIM value of 1.01 
and a projected total provram benefit of $35,000 over 30 years, 
Gulf' ll program is vulnerable to risks such as forecasting error!! o r 
changes to avoided generation costs. 
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Gulf expects its proposed l oan program to increase winter peak 

demand and annual energy consumption. A3 mentioned previously, the 
primary reason tor this increase is Gulf ' s p rojection that a 
majority (55\) of loan recipients will conve r t from natural gas 
heating to electric heat pumps . In large part, this is not energy 
conservation but, rather , electrici ty competing with notural gas. 
This result violates the Cormlission' s policy on fuel neutrality in 
conservation programa approved for cost recovery. 

In summary, Gulf ' s proposed Good Cents Ene rgy Loan Program 
does not mee t any ot the criter i a by which the Commission has 
approved past conservation programs and their cost recovery th rough 
the ECCR clause. Ther efore, staff recommends that Gt•lt' s request 
for authorization t o implement the proposed Good Cents Energy Loan 
program be denied by the Commission. 

IISUI 2 : Should this docket be closed? 

RIO 5311J)AUQM : Yes . 

StAR •MN.XSIS : If no person whose substantial int erests are 
affected by the COIIII\ission's proposed agency act ion f iles a protest 
with i n t wenty-one days o f the issuance o f the o rder, Dockot No. 
970595-EG should be c losed . 
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