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AFTERNOON SESSION 

(Hearing reconvened at 1:05 p . m.) 

COMMISSIONER GUNTER: You are inquiring? 

RICHARD J. McMILLAN 

5 having been previously called and du ly s worn as a 

806 

6 witness on behalf o f Gulf Power Company, resumed the 

7 s tand and testified as follows: 

8 CONTINUED CROSS EXAMINATION 

9 BY HS . RULE: 

10 Q Hr. MCMillan, have you checked on the 

11 difference between letters of credits and l i ne s of 

1 2 credit? 

'3 

14 

1 5 

A 

Q 

A 

Yes. I have. 

What 's the difference? 

A letter of credit, briefly, is a 

16 notification issued by a bank to an individual or a 

11 firm authorizing the l atter to draw on that bdnk. 

18 

19 

2 ') 

21 

Q 

A 

Q 

A 

I see you have checked. 

Yes. 

And a line of credit 1s? 

A line of credit is essentially that . 1 t' s a 

2i it's not a specific, enforceable contract, but it's 

23 more of a notification based upon certa1n terms and 

24 conditions with a prospect1ve borrower that the bank 

2S wi ll ma ke ava ilable to it a loan or such, you know, 
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1 either as a note or something, or it depend s upon the 

2 particular instrument. But that's esse ntially what it 

3 is, it's a notification f r om the bank that they wil l 

4 make available to you bo rrowings up to a specific 

5 limit . 

6 Q Thank you . And finally, ~ith regard to 

7 cost-of-service methodology in relationship ~o 

8 uncol lectible expenses, Gul f's cost-of-se rvice study 

9 a llocates uncol lectibles to RS, GS, and GSO classes 

10 only based on average number of customers. ::>id you 

1 1 provide information on al l oc ation of uncollectibles to 

12 Mr . O' Sheasy? 

1) A I prepare a lot of the co~t-of-serve detail 

14 1nformation that is used in the cost of serve bec~usc 

15 it would be used in the forec a sted tes t year . 1 dia - -

16 my specific area d i d not prepare that, i t was prepared 

17 i n t he Customer Accounting Department but it d i d c ome 

18 t hrough me and was provided to Mr. O' Sheasy , yes. 

19 Q Does Gulf record unco:lectible account 

20 information by either revenue class or by r ate class? 

21 A Yes . We did. The uncollectible expense, 

22 you' r e referring to? 

2) 

24 A 

25 classes . 

Yes. 

Yes. We did allocate that t 0 three rate 
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Q 

A 

Q 

A 

No, how do you book it? 

How do you book it? 

How do yo u reco rd it? 

Well, it's based upon each individua l 

808 

5 c ustomer's bill, actual l y. I mean, when the customer ' ~ 

6 bill becomes a cert - i n amount overdue , i t 's c harged of f 

7 as a gross write-of f . 

8 Q Well, allocat ion informat1on i s includ ed in 

9 your cost of service study . Uncollec tibles were 

10 allocated to different rate classes. How 1 5 that 

11 booked? You say -- you just t old me it ' s booked 

12 according to individual c ustomer , fine. But how d o y o u 

13 then do it a c cording to class? 

14 Or do yvu do i t accord i ng to class, by 

15 revenue or by rate class? 

16 A Jt really wa s n' t, wouldn' ~ make that big of a 

17 difference. Obviously, it's written o f f against t he 

18 reserve fo r uncollectible expense a nd t here' s no 

19 revenue categorization necessary in tha t specific 

20 a~count. We do have , you know , i n our c ustomer 

21 a ccounting records a summary by c ustomer t hat was 

22 written off. If ~ou wanted t o go through about a 

23 12-lnch run and summar ize that, whi c h I have talked to 

2 4 Marge once before about this earlier, and I di d have 

25 o ur customer account ~ ng peo p le go back and look at th~ 
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1 last few years. They did I"Ot have the time to do it by 

2 

J 

4 

specific rate class or I don't have that schedule 

with me. I could get it in the next week, maybe. 

But what they did do is go back 3nd look at 

5 '87, '88 and '89 actual gross write-offs, which we do 

( have a report th~t shows that. It's just not 

7 subtotaled by rate schedule or even class. We had to 

8 manually go in and add this up. And 1 can provide 

9 something of that nature. 

10 Giving you a history, just a little history 

11 on this, and I talked with our c ustomer accounting 

12 people that provided this in prior rate cases dating 

lJ back to late '70s . 

14 And they said at one time we had an 

15 individual with the Company that sat there foe these 

16 cost-of-service studies and recorded every nne of 

17 these, summed it up. And over the course of two or 

18 three rate cases, looking at the chargeoffs, it was 

19 pretty obvious thot these three rat~ classes, in 

20 essence, consume the total of our uncollectibl~ 

21 wr ite-offs and that the customer relationship within 

22 those three rate classes fairly cl0se ly mirrors the 

23 actual write-offs. And they eliminated the need for 

24 the manpower or the labor t o continually s1t then" and 

25 su~ these things up. 
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1 And that's essentially ho~ we got into this 

2 al l ocat ion m~thodology, ident i fying those three raLes 

J and j ust allocating it to those rat~s based on the 

4 c ustomers with i n those three rates. 

5 

6 

7 

Q 

A 

Q 

How long ago was that? 

Early 'S r , , probably around t h e '81 case. 

Well, t he problem Staff has now is that t:1e 

8 way you allocate uncollec~ ible to Accounts RS , GS and 

9 GSO, based on the average number o f customers , rnea ns 

10 small cus tomer pays the same amount or i s allocated the 

11 same amount as is t he large c ustomer . 

12 And Staff ha s attempte d to get information 

13 f rom Gulf in the past . I believe you're probably 

14 fami liar with Staff's Th ird Set of In t errogatories , 

15 Item No. 53? And also you may or may not be fam ilJar 

16 with Mr . Haskins' Late-Filed Exhibit No. 9 to hi s 

17 deposition. Those are contained in Exhibits 4)7 and 

18 438 . 

19 A These were obv1ous ly the r esponse to those 

20 i nterrogatories s upports the amount s that we inc luded 

2 1 in t he filing, which it appear s to us was what the 

22 question was, it asks under what has is that we 

23 allocated the uncol l ectible ex~nse to r~te cl a ss? And 

24 that's what we delineated o n that respon~ e to Item No. 

25 53. 
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Q Well, Mr. Haskins has 1ndicated i n his 

Late-Filed Exhibit No. 9, 10hich is in Staff's, in 

hearing Exhibit No. 438, that uncollectibles by rate 

class were not available. And then he indicated total 

uncollectible& . It's not clear to u s exact ly how Gul f 

keeps these recor~s and why at some point we've been 

told the information is not available ""nd then later ·.;e 

were told, we were just given an allocatlon and said, 

"This is what we do . " 

I s your answer right now that the reason 

you allocate the uncollectibles the way you do is 

because of something that h~ppened in the early '80s, a 

look that Gulf took at t he uncollectible problem then? 

A Well , nc , we just felt like that's a good 

basis fo r allocating the expense. And it's so 

demonstrated when you look at the actual 

uncollectible& . 

Now, I could have been a little bit 

misleading. The aualysis I have is o n qro~ s write-ofts 

and they do not have the same \o.'rite- o!f based C1l net 

write-offs . Obviously, if you wr i te a c ustomer off , 

there is some, like if you have a deposit, you write 

off t he net effect and the reserve would be less, but 

it would obviously given you an indication of where t ~e 

wri te-offs are occurring. 
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2 

There have never been, based upon anybody 's 

recollection in the Company or any record~ we ha ve , any 

3 write-offs in t he i ndus tri a l class and would not ma ke 

4 to us it, would not seem a cost causati on type 1dea 

~ to s pread these t hings through all rate classes 

6 whe ne ver all rate cla sses are n't incurring thP.se cos ts. 

7 COMMISSIONER GUNTER: Let me ask you a 

B question on that point, Mr. HcM1llan. 

9 How can you have an eva luation of your 

~ 0 deposit policies if you don't know wh e re your losses 

11 are occurring by rate class? How d o you know that you 

12 have proper depos i t policies establi s hed to minimize? 

13 Because it's my understanding the pu rpose of depos1ts 

14 is to minimi ze the risk to other c us tomers wi thin that 

15 class f or people's failu re to pay . And if ycu don't 

16 know what your activity is per customer c la ss , how do 

17 you real l y know that you've g ot t he pot r i ght? 

18 WITNESS Hc Ht LLAN: We can make that 

19 determ i na t ion . Unfo rtuna tely, the systems we have 

20 right no~ don't mechanically come up WJth thos~ 

21 subtotals. ! t's jus t you, through man hours, they ~an 

22 accumulate that data. They have it on a c us tomer 

23 basis , obviously, and it's just a mat ter o t s umming 

2 4 them up. 

25 They do th is report down there and lt's 
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rather lengthy, but it goes through all t he wr ite-o ff s . 

And I guess, to answer your q uestion in a round~bout 

•ay, the people that work with t hi s on a daily basis 

s ay that they know without any unce rtain terms that 

basically 80 to 85\ of our write-of f s are in the 

r esidential class . And they can - - we have the 

records, the details there to s upport that lt' s jus t 

a time-consuming basis to go back and d o that. 

COMMI SSIONER GUNTER : So your response or the 

Company' s respon se is, "Trus t me." Is th ..t t right? 

WITNESS Mc MILLAN: Not r eally trust you. I 

think the information is available and on a periodic 

bas is it is reviewed. 

COMMISSIONER GUNTER: We 11, periodica lly no t 

since the early '80s? Is that what we 're sayi ng? 

Because I' m hearing Counsel say ing you na ve a respons e 

that it is not available, you k now, those kinds o f 

things . If it ' s not available for review and hadn't 

been available sinc e the ' 80s , since the E~ rly ' 80s , 

you know, you just begin to question about tt-.e dcpostt 

policies. It actually rai ses anothe r questi on . 

WITNESS McMILLAN: I assume thi s is the 

Haskins ' de position a nd, like 1 say, I think his 

s tatement "uncollecti b le& by ra t e class ," 1s a true 

s tatement from t he standpoint of what i s maint~ined on 
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~he accounting records readily dVailabl e . There are 

records that at least, not like '89 and '88 -- l'm no t 

sure to their retention whether or not they wil l have 

this particular report that I refer to where t hey can 

go back and determine what the actual write-o ff s were 

by rate schedule and cate c lass. 811t it is not a 

figure that pops out of that report. You have t o have 

an accountant or someone si ~ there and summarize the 

data. 

MS. RULE: No !urther questions. 

CHAIRMAN WILSON: Questions ? Questions, 

Commissioners? 

COMMI SSIONER GUNTER: Ho ld nn just a ~econd . 

Mr. McMillan, would you turn to page -- t o 

Item 27 on the Prehearing Order, Page 22? 

I understand Gulf's positi o n whe n I r ~ad 

that. But the issue couched is, if Plant Scherer is 

not i ncluded in the ratebase, what a re the ~ ppropria t e 

ratebase NOI adjustments to e xclude i t? F'or my 

purposes, I'm not interested in the dollar figures, but 

are the -- would you disagree in response to the 

question asked on Issue 27 that these are the p roper 

that Sta ff ' s listing are t he proper account s where t~ a 

adjustments wou l d take place? Or are t he r e u thers? 0 r 

are there thos e included there that should not be? 
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1 (Pause) 

WI TNESS Hc HILLAN: Since they are l : sted a s 

3 sort of generic, subtotals, obviously, covers most o f 

4 your rate base NOI items, so that would include thos~ 

5 two areas. Vou would have potentially some ca~ital 

6 strJctur e a d justments . 

7 COMMI SS IONER GUNTER : Okay. So there would 

8 be adj ustments to capital structure? 

9 WITNESS HcH ILLAN : Now, t h e idea here is 

10 obviously - - I t hi nk what Staff is using and Publt c 

11 Counse l is using fo r the basis of their adjustments 1s 

12 I nterroga t ory 144, which , as I noted in those 

, J f ootnotes , d i d not i nclude a ll of the unit power sa les 

14 amounts t hat we are c r editing t o the un it power sales 

15 r e t ail c ustomers, and that ' s what 1 am referring to in 

16 ruy response in t h e Prehearing Or der . When you cons ider 

17 those additiona l items t hat they have no t picked up , 

18 you would reduce -- the revenue requirements would be, 

19 roughly, a little less than S2 mill]on, actually. 

20 COMMISSIONER GUNTER: Okay. On Issue 13, 

21 when you start talki ng about construction wo rk in 

22 ptogress, what you'~e doing, and I'm try 1ng to 

2 :! .. mde r s tand a " yes." Have you j ust taken a 11 to~e 

24 

25 

construction activity that ' s taken plac e Lhat would 

le xceed a year and appl ied CWIP on it? (Pause) 
' 

I 
II 
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1 WITNESS McMILLAN: This is the lJ-month 

2 ave~age amount of construction work 1n progress, 

3 nonintereat-bearing, that would, based on our torecast, 

4 lwould be outstanding on a 13-month avPrage basis, not 
I 

5 in any specific point in t1me. 

6 COMMISSIONER GUNTER: Okay. For purpose s o! 

7 my understanding, are these short durat ion Jobs? 

8 WITNESS McMILLAN: They would all be jobs of 

9 less than 12 months, whi ch is based on the new rule, 

10 ti e AFUDC rules. 

11 COMMISS IONER G1TNTER: All right. ln your 

12 pl . ns for 1990, the test year capital additions, do you 

13 have construction projects that would exceed a year ~ 

14 WITNESS Mc MILLAN : Yes, we do . 

15 COMMISSIONER GUNTER: What would be th o! , j•~st 

16 off the top of your head-- well, it's not going to be 

17 off \ he top of your head, s he' s going to provide it t o 

18 you. What's the dollar volume of those that would 

19 exceerl a year? 

20 WITNESS McMILLAN: The 13 - month average ~ f 

21 those ire included on my Schedule 6 1n my pref 1l ed, and 

22 they amount to $431,000. 

2) COMMISSIONER GUNTER: How much? 

24 WITNESS McMILLAN: $43 1, 000. 

COMMISSIONER GUNTER: All right. What's the 
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1 dollar volume o f those less than a year? 

2 WITNESS McMILLAN : It's the majority of our 

3 CWIP, actually, $14,949,000. 

4 

5 

COMMI SSIONER GUNTER: Well --all right . 

WI TNESS McMILLAN : I'm sorry, it's 

6 $15,308 , 000, actually. $14, 949,000 is the 

7 j u risd ict i ona l amoun t of that. 

8 COMMISSIONER GUHTER: How about Issue 68, i t 

9 we could f o r a minute . You projected $687,000 for 

10 economic development expe nse in the sales ~unction for 

11 1990. Even t hough it has Mr. Bowers' name down here, 

1 ~ if you get to t h e front of it, you're also identified 

lJ a s a witness in t he issue number listing. Is that. 

14 appropr iate or is t hat all Mr. Bowers'? 

15 WI TNESS McMILLM• : Probabl y the onlf r easo n 

16 would be lisced, that I could guess, would be to 

17 identify the amount that I ' ve actually removed, the 

18 adjus t ments that I have made in my NOJ adjustment 

19 related to con servation or sales a~d n~tional 

20 advertising - - I mean, nat ional advertising P~d area 

21 development . 

22 

2) 

COMM ISSIONER GUNTER: Let me as~ a questlon 

of your counsel. Is he the witness I should t all<:. about 

24 the philosophy? 

25 MR. HOLLAND: No, sir, Mr. Bowers is. 
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COMMISSIONER GUNTER: Mr. Dowers would be. 

2 So he's included just nearly because it's a figure to 

J be worked on? 

MR. HOLLAND: Yes, oir. Commiss1oner, I 

5 can't find it off the top of my head, but there was an 

6 audit exception relevant to economic development, and 

7 that'~ why he's there, it related to the accounting f er 

8 that. 

9 COMMISSIONER GUNTeR: Okay. Well, I'm just 

10 here trying to stumble through what I've got to stumble 

11 through. 

12 KR. HOLLAND: Yes, sir . Phi 1 osoph i ca 1 1 y. 

1J t hat would be Mr. Buwers. 

14 COMMISSIONER GUNTER: And he would give us 

15 the rationale and the reason why that figure would have 

16 been included? 

17 MR. HOLLAND : Yes, sir. 

18 COMMISSIONER GUNTER: Hold on just a second 

19 and that may be .sll of mine. {Pause ) 

20 

.21 

Let me see if 1 understand Issue 19 on Page 

18, please. {Pause) 

22 Would you explain, or are you a wa re of 

2J Commission policy that had been to exclud~ the 

24 unamortized portion ot rate case expense? 

25 WITNESS McKILLAN: They have done tnat in 0ur 
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1 las t two rate cases, ye s , si r. 

2 COMMISSIONER GUNTER: All right. Wouly you 

J explain Gulf ' s position on Issue 19? 

4 WITNESS McMILLAN: We ll , it's Gult ' s feeling, 

5 as this Commission has recoqn ized, that the rate ca:;e 

6 expenses are a legitimate component of the cost of 

7 runn ing a utility company. Based upon reg~lated 

8 requirement, there are c ertain expe nses incurred to 

9 come over and request rate relief. It could bo our o wn 

10 request or you all could have us over here , tor that 

11 fac t , on a show c ause. 

12 And if t he Company is going to be expect~d t o 

13 recove r those funds over the futur e period, the 

14 unamortized portion or that is a leg it ima t e working 

15 capital requirement of the Company; that we've act ually 

16 incurred the funds, we've s pent the money and there's a 

17 cost of money related to that that we feel is 

18 legitimately recoverable by the utility. Espec i a 1 1 y l t 

19 there's some pro posal to s tretch t his amortization out 

20 o ver fou r or five years. 

21 You know, o n a t wo-year, I t h ink what the 

22 Commission ha s said the last two cases when we go t 

23 two-year amortizatio~. it was like a sharinq of the 

24 cost oetween the stockhulders, since they are obviously 

25 getting the benefit of the add itional revenues, and the 
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1 c ost related to the case on the NOI side wou ld be 

2 recoverab l e expense over two years. But yo u star t 

J s h i fting that out five years, and the stoc kho lde r betnq 

4 expected t o inc ur signif i cant c arry i ng co£ t s f or 

5 some thing that they've a l ready spent. 

6 COMMISSIONER GUNTER: All right. For t he 

7 sake of brevity, I'm not going to ask any o t he r 

8 questions o n the issues you're respons i ble f o r bec~use 

9 there's a large number of them that ar e real l y fall out 

10 ite ms. 

11 WITNESS Mc MILLAN: That's correc t. 

12 COHMISSIONZR GUNTER: So it d oesn't serve a ny 

13 purpose t o go through those. I don't have a nyt h ing 

14 further, Hr. Chairman, not of this witnes s. 

15 

16 

CHAIRMAN WILSON: Redirec t ? 

HR. HOLLAND : Yes, sir. 

1 7 REDIRECT EXAMINATI ON 

18 BY MR. HOLLAND: 

19 Q Hr. McMillan, do you have t h e year- t o-date, 

20 ~el ieve as of Hay, budget-to-ac~ua l compar i s on f o r 

2 1 p l ant additions? 

22 

7J 

A Hold on one second. (Paus e ) 

Yes, I do have. This stuf f is r elati ve l y 

24 we' ve bee n worklng on th i s , a c tually , and t he tot al 

25 con s t r uc tion expend i t u res t hrough Hay a r e $208 ,000 o ver 
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1 budget, year-to-date . 

All right . 2 

3 

4 

Q 

A Through March we were roughly a million and a 

half under and we caught t hat up. (Pause} 

5 Q Mr. McMillan, earlier you were asked by 

6 Staff, a nd really it's under Issue 27, and if I cou l d 

7 get you to turn tJ Issue 27, you were asked by Staff 

8 severa l question about t h e impact of removing Plant 

9 Sch erer, 63 megawatts of Plant Scherer from rate base 

1 0 for purposes of the test year . The questi o ns you we re 

11 asked related to the impact en ITC and tax d e ferral . 

12 I f t he 63 megawatts of Sche r er were to be removed from 

13 rate base, are there o t her impacts that should be t.ak.en 

14 into account? 

15 A Well, vbviously, yes, you would have, you 

16 know, your typical rate base adjustments, pl~nt 1n 

17 service , accumulated depreciation and working capital 

18 items, and then your NOI adjustment s related to tha t 61 

19 megawatts . 

20 Q In Staff's Exhibit ~ o. 4 J2 , which is Respon$e 

~l to Pub l ic Counsel's Third Set o f lnterrogatories, d o 

22 you ha ve that document? 

A Yes, I do. 

2 4 Q In the f ootnotes there you refere nced the 

2~ fact that you did not include allocated i nve s t me nt 
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related to gonecal plant o r investm~nt in transmissi o n 

line, 115 kV and above, which are credited to the 

retail customer. Have you performed a calculation 

which b hows the impact of those items? 

A Yes, I have. 

KR. HOLLAND: Mr. Chairman, we'd like to hand 

out an exhibit tt. _c. Mr. McMillan has prepared that 

Rhows those calculations and let him speaK to that. 

CHAIRMAN WILSON: All right. 

MR. HOLLAND: I'd like to have thi s 

identified for the record . 

CHAIRMAN WILSON : It wil l Be Exhibit No. 57 5 . 

(Exhibit No. 5 75 ma rked for identifica tion .) 

MR. BURGESS: Commissioner, I have a 

question. I don'c know how to pose it. 1 ques& 

could d o it in terms of an objection . Rather than 

that, thou gh -- first, I'd like to find out simply if 

this is a response to an issue that's been in the ca se 

since the very be9inning and was in the la s t rate c~se, 

why we' r e getting some calculatlon o n the effect of it 

at this point? 

CHAIRMAN WILSON: What is this exact~y? 

HR. HOLL..\ND: It I might, I could inquire or 

the witness, or I co~ld attempt to --

CHAIRMAN WILSON: Well, let's ask the 
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1 witness. We've heard Hr. Burgess' question. 

MR. HOLLAND: Okay. 2 

J CHAIRMAN WILSON: What is this, and why do we 

4 have it right now? 

5 '.IITNESS McMILLAN: Essentially this is a 

6 summarization ot all che appropriate ~djustmcnts that 

7 would be required to remove the 63 megawatts related t o 

8 Plant SchPrer, including the recognition of the credits 

9 that we are receiving for A&G expenses, general plant 

10 and transmission lines, which, if you l ook down t o wa ru 

11 the bottom of your schedule, the Starr essent1a l ly. 1n 

12 Interroga tory 144, these figures are exactly the same 

13 on Page 1, d~wn through, if you look in the middle o f 

14 the page , Interrogatory 144 includes no IIC o!!set 

15 either. That is one 1tem that would have to b e 

16 included. 

17 And then below that I'm showing the Scherer 

18 transmi s sion line rental s and the production-related 

19 A&G, which have been add resse d eat li er, and tt e O&M , 

20 and ~hat Starr has proposed doing is essentially 

21 d1sallowing those, along with the 63 megawatts, and 

~2 what I mentioned in my Prehearing Order, and had not 

23 had th •3 opportunity at that time to quantity that, or 

2' actually get the exhibit put together when I o :rl my 

25 rebuttal testimony, is that amo unt that I've a ster1 sked 
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& there, the $3.8 million, it 's just the revenue 

2 requi rements impact of all t hese u nit power sales 

3 allocation s that we're maki ng, related to the 149 

4 megawatts, i n excess of t he amoun t th a t's direc t ly 

824 

5 related to Sch erer amounts . And I was trying to figure 

6 out a way to lay this out tha t wou ld b e clea r to a l l 

7 p arties . 

8 I th i nk if you look a t the first page , which 

9 i s the proposed adjustmerrts, and there is a UPS co lu mn 

10 there , and c ompare tha t t o the total UPS adjustment s 

11 thHt we're proposing to make a nd have made in the Cost 

12 of Se rv i ce Study, whic h if you look at Page 2 , those 

13 figu res t ie r ight i n to o u r UPS adjustments o n my 

14 prefiled exh i bits, less the produc~ion relatud Sche r er 

1 5 adjustmen ts i dentified in Inter r ogatory No . l 44. 

16 You can clearly see there is additional r ate base 

17 amounts a nd NO! a mounts that the company is already 

18 al l ocating to UPS, and t he re tall customer is 

19 benef iting from . P~d I can te ll you exa ctl y what those 

~0 are . It's the administrative a~d general expenses, dnd 

21 the O&M related to our t r ansmission lines, anrl the 

22 related plant investment re lated to some general plant 

23 and transmission l i r.es , wh ich we actually recover from 

24 UPS and are credi t ing the retail customer for all those 

25 dollars. And these are directly related to our Scherer 
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1 UPS sales . 

And it you're-- you know, I g uess our feeling is 

3 if you're going to disallow the whole 63 m~gawatts o f 

4 Scherer, including the transmi ss ion line renta ls and 

5 the production related A&G, that it 's only appropri :o~ te 

6 that you recognize these additional b e nefits that we've 

7 alrea dy allocate. t o UPS, relatP.d t o unit power sa l es 

8 out of that unit. 

9 

10 

COMMISSIONER GUNTER: The reta il c u stomer. 

WITNESS Mc MILLAN: To retail ~ustomers, 

11 r ight. That, in effect, lS the 3 . -- it y o u look down 

12 in the middl e of the page, you'd have S2 , 056,000 

13 related to the retail component of the Sch erer 

14 transmissio,., rentals and the p rodnct ion-reluted A& G and 

15 we're actually receiving from the 149 megawa tts of 

16 Scherer sales, almost S3.8 million in r e venu e 

17 requirements that we've already c redited th & retail 

18 

19 

c ustome1 for in this fil i ng. So that actually --

MR. BURG ESS : Corn.miss1oner, if, before h e 

20 g oes further into the e xplanati ? n o r , or basically whal 

21 

22 

he purports to be the effect of thi s , do have to 

ente r a n objection to it . J think tha t we asked for 

23 this information in Interrogatory 14 4, Wh l Ch asked fo r 

24 each balance s heet acc ount affecte d, and then 

25 including, but not limited to, and then we s~id all 
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1 plant items, et cetera, and then each income s t a tement 

2 account affected, including bu t not limited to . 

J We tried to be as inclusive as we co·.Jld in a 

4 interrogatory , and this is the i nte rrogatory that we 

5 propounded to Gulf on February 7th, wherein we could 

6 get th i s t ype of i nformation. The Company has kno~~ 

7 this was going to be an issue since the rat e c a s e that 

8 they withdrew. It's been an issue in this case since 

9 the beginning; it's in our test imony ; they had rebuttal 

10 test imony, and no w we're getting ne w information as of 

1 1 the da y or the hea ring. 

12 And, again , it's the type of i nformation that 

13 requ ires a great deal of effort to, fir s t of all, 

14 understa nd what e ach p iece of it is, to see it there's 

15 any reasonab le challenge, and t o inquire as to the 

16 validity or the calculation of each of these items . 

17 And even though I may a gree to the relevance of some ot 

18 the items included in here, I d on 't have an oppor tun ity 

19 to c hallenge it. 

/ 0 And the re has been plenty ot o pportunity to 

21 challenge it. This i s an issue t ha t wa s preserted 

22 before -- as early as any vf t he others -- as ear l f as 

23 any issue that wa s defined in this case. So I object 

24 to this information being brough t i n at this poi nt . 

25 MR. HOLLAND : Commissioner, if I mi ght. 
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1 From a basic legal propositi on the door wa s 

2 opened, questions were asked relative to what 

) ad j ustments are appropriate. We talked about ITC, we 

4 talked about deferred taxes. ~e referenced this 

5 exhibit, which has the footnote on it, that says thi n 

6 doesn't include everything, that there are certain 

7 things that have been excluded. 

8 Commissioner Gunter in~uired about Issue 27, 

9 with respect to what are t he appropriate ad j ustment s 

10 th~t should be made. If you'll refer to our position 

1 1 on I s sue 27 we say that the actual revenue requirement s 

12 will be provided when available. 

lJ What I've tried to do here, Hr. Mc Millan did, 

14 at Page 14 of his rebuttal testimonJ, refere nce the 52 

15 million. We have not had the opportunity, given 

16 certain adjustments that were recommended over and 

17 above those that were contained in the testimony. o r· Jn 

18 the interrogatory . 

. 9 Hr. Larkin made some additional adjustments. 

20 He, in fact, imputed revenues as if this 63 megawatts 

21 lo'ere being so),d in unit power sales; imputtint; sales 

22 that have not taken place. 

2J We stated in our position , we stated in our 

24 rebutt a l testimony, that we would be providing th .s 

25 additional information. 
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1 Now, I can go through, and I think I'm 

2 perfectly entitled to go through and ask him abou t each 

3 item on here without this exhibit, and I'm prepared to 

4 do that, if that's necessary. What we were t r·ying to 

5 do is to simpl ify, to the e xtent that we can, and lt's 

6 not a simple thing, to the extent that we could, to 

7 simplify the pree ~ .1tation of the actual impact of Plant 

8 Scherer i n this rate case. And that's wh~t this 

9 exhibit is intended to d 0 . 

1 0 The other thing that I would arid, c ertainly 

11 it would have come up in r~buttal . one of my reasons, 

12 whe n the door was opened in the cross examination of 

13 Mr. McMillan, wa s to go ahead a nd get this on the 

14 table, to g ive Mr. Burgess, his consultants , give the 

15 Staff and everybody else time to exami ne the document 

16 between now and the time when Mr. Mc Millan comes back 

17 up on rebuttal , and be prepared to ask him anything 

18 they would like about t h e exhibit. 

19 MR. BURGESS: Commissioner, I'm very 

20 concerned with what's happening to all the prehearing 

21 effort . It sounds like Mr . Holland is saying , "Oh, 

22 you can ask a question i n interrogatory f orm and we 

23 might not provide the response there. But i f you ask 

24 the same question at the hearing, then in his red ' rect 

25 he' s entitled to bring up anything and bring in new 
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1 information . 

2 He says Mr. Lark in mdde adjustments . Mr. 

J La rkin made adjnstments i n hi s prefiled direct 

4 testimony, tor which Gulf had a reasonable amount of 

5 ~ ime to res pond in its rebuttal testimony. And so 

6 they've had the opportunity. The f act that in the 

7 Prehearing Order i~ says, "Ac tual reve nue requi r ement 

8 wi ll be provided when available," the Compa ny is the 

9 one wi th the information . We' re the ones that don't 

10 have the i nfo rmation. 

11 CHAIRMAN WILSON: Do we have a copy of 

12 Interrogatory 144? I s that it? 

lJ HR. HOLLAND: It ' s Exhibit 432 that wa s 

14 r eferred to by Staff earlie r. 

15 WITNESS McMILLAN: Yeah , I would l i ke t o 

16 po i nt out and defend myself, that we r esponded properly 

17 to that exhibit. It s pec ifically r eques ts Schere r 

18 information. And I ' m saying that these amounts th3t we 

19 are c rediting the cus tomer for are not directly 

20 Scherer-related, but must be conEider ed to fairly 

21 represent what the revenue impact is of Plant Scherer. 

22 They are wanting to exclude all these direct Sch~rer 

2) amounts and not recognize --

24 HR. BURGESS: Commissioner , there i s no 

25 question before the witness r ight now, so I'd object Lo 
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1 any further statements until we ge t work ed ou t what the 

2 Commission's reaction to this exnibit's going t o be. 

3 CHAIRMAN WILSON: What wa s the question in 

4 I nte rrogatory 144? 

5 MR . BURGESS: It's fairly lengthy. I don 't 

6 know whether --

7 CHAIRM ~:~ WILSON: Why d on't you j ust br ing it 

8 over here and let me look at it. 

9 MR. BURGESS: Okay . (Counsel hands documen t 

10 to Chairman.) 

11 

1 2 

CHAIRMAN WILSON: Thanks . (Pa~;se) 

HR. BURGESS: The point that I'd make, 

13 Commissioner, is this i s all in re s ponse -- even Mr. 

14 McMillan's last statement is, "Th is is in respo nse t o 

15 the adjustment tl1at we are suggesting be made for Plant 

16 Scherer. " We made that adjustme nt in our te ~timony, 

17 they have had the opportun ity t o file rebuttal 

18 testimony in rdspons e to that. 

19 MR. HOLLAND: I think you made more 

20 adjustments than are contained in this i~terroga t ory . 

21 MR. BURGESS : We made adj u stment s i~ our 

22 t estimony. 

2 3 MR. HOLl~D: And we renponded in the 

24 rebuttal testimony t hat additiona l adjus tments were 

25 appropriate to the tune about $2 million . We stated 
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1 nere t hat ~e were going to provide t he detail s o ! t h at. 

2 Collllllissioner, 1 think it's perfect ly 

3 appropriate and, again, I 'm prepared to do it We 're 

4 trying to simpl ify the process, is what we are trying 

5 to do. And I'm prepared, if t he Commissioners wou l d 

6 like and Mr. Burgess wou ld prefer, I ' ll s i mply ask the 

7 questions about what other revenue impacts there are 

8 associated with the removal of t h e 63 megawatts of 

9 Plant Scherer. 

10 ~. BURGESS: My prob lem is I do n 't 

11 understand, it they are +:.he ones with the informa t ion , 

12 why they say, in te s t imony, HWe 'll p rovid e this 

1 3 information later,H and then provide it a t the hear i ng . 

14 

1 5 

16 

moment. 

CHAIRMAN WILSON: Let me read th is for j us t a 

(Pau s e) 

CHAIRMAN WILSOtl: What is i t that you know 

17 now that is included in this proposed exhibit that you 

18 didn't know at tne time you prepared the r esponse to 

19 Interrogatory No . 144? 

20 M.R. HOLLAND: It might be better t o l e t th e 

21 wi tness address t hat . But let me make one p0l nt. 

2 2 We did re ference c ost of what is inc luded 1n 

23 this exhib it i n the footnotes, stat i ng that we did no t 

24 inc lude the allocated investment. He asked fo r 

25 investment related specif i cally t o Plan t Sche r e r, and 
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1 that's what we gave him . We specifically stated in 

2 response to that interrogatory that we had not i ncluded 

3 the allocat~d investment related to general plant or 

4 transmission lines that are associated with the sales, 

5 UPS saleo . 

6 CO~SSIONER BEARD: Let me ask it a little 

7 differently, if I ~an. 

8 What is it that the witness knows now that he 

9 didn't know that Staff a~parently did know when we did 

10 the calculation of interim? Because I r emember most of 

11 these figures popping back in and ti1e quota was, I 

12 think on Scherer, that if you put it in or you pull it 

13 out, there was only a half a million dollar s swing. 

14 Staff could do that yeah, I think so, because of t he 

15 ITC sales. I think it was five-poi nt something •ter s us 

16 4.5 million. Somebody tell me if I'm wrong. 

17 

18 million. 

19 

20 whatever. 

2l 

MR. HOLLAND: I think it was more like 5 

COMMISSIONER BEARD : ~million, 4.5, 

MR. HOLLA1JO: No, I'm talking about ~he 

22 revenue impact that was included for interim purposes 

2) or was taken out wa s about 5 milli on, if I'm not 

24 mistaken. 

25 COMMISSIONER BEARD: Now , there was some 
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sw~ng associated with the --

2 MR. HOLLAND: That was Daniel where the ITC 

J swing canceled it out. 

4 MR. BURGESS: Daniel W6S almost even and I 

5 think Scherer was about 5 million net. 

6 COMMISSIONER BEARD: So Scherer was a 5 

7 million swing that now has changed to a $72,000 swing? 

8 MR. HOLLAND: Commissioner, if you will 

9 recall in the interim we did not have the opportunity 

10 in t erms of presentation of testimony t~ arque the case 

11 relat ive to Plant Scherer . 

12 COMMISSIONER BEARD: But had you been able 

13 to, you could have shown us that difference? 

14 

15 

1 6 

MR. HOLLAND: Yes, sir. 

COMMISSIONER BEARD: Well, if you --

MR. HOLLAND: Well, I don't say we could 

17 have, no. And I don't -- Jhat I'm saying is t hat we 

18 have, and it's not a simple thing to do, bu t we have 

19 gone out and looked at how much revenues 3re credited 

20 to the UPS customers or how much costs are allocated to 

21 the retail customers as a result of these UPS sa l es. 

22 All we're saying here, and we state it in our po6itJon 

23 in Issue 27, is that if people are going to take the 

24 position that Scherer is not entitled to be 1nclu~ed in 

25 retail rate base, that t he retai l custom~r should not 
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1 get the benefit, a ny benefit, associated with the unit 

2 power sales. If you're saying we didn ' t invest in this 

J plant for t he long-term best interests of Gulf's 

4 custome rs 

5 COMMISSIONER BEARD: You need to be distincc. 

6 Because, frankly, I fi n d the document interesting 

7 because it raises scm~ questions I didn't have before . 

8 But you need to limit the arguments to the legal side 

9 of that; and that probably ought to go to you, because 

10 I 'm not the la~yer. 

1 t MR. BURGESS: Commissioner, if I cou ld -- the 

12 focus of our objection would be this: that we did what 

13 we considered to be as comprehensive a j ob as we could 

14 in trying to gee information from the Utility as t o the 

15 effect of recov ing Plant Scherer, the 63 megawatts u f 

16 Scherer. 

17 The Ut i lity has the first opportunity and the 

18 last opportunity in filing first and in filing 

1~ rebuttal. And I think , from our standpoint, that q ives 

20 them the edge anyway in t he natura l process . And now 

2 1 t hey're holding bacl<, i n thi s pa rt icular case , on 

22 rebuttal and waiting to bring it in i n the he arins . 

23 Now, Hr. HoJ. land s ays that , "We ll, once we 

24 opened t he door by asking the questions in the he a r i ng, 

25 then he could br ing in s omething anyway ." 
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I say, "No, that runs contrary to the idea 

of what we're doing in the prehearina process, which is 

to avoid trlal by ambush . " 

And I see that's what they've done in their 

position her e; but they hod an opportunity to e xpand on 

that position and present it in rebuttal testimony. :r 

it took them this long t o come up with this type of 

information and they have the infor~ation, how long 

does i t take us to explore t heir position through 

discovery and t h e n present some type of response or 

some type of c hall e nge? 

MR. HOLLAND: Commissioner, Mr. Chairman, I 

strongly disagree with the basic premise that Mr. 

Burgess is arguing. I think the Rules of Procedure 

very c lear ly p rovide that if i n cross e xamination of a 

witness the door i s opened, questions are asked wi th 

respec t to a certain issue or certain costs, expenses , 

wha tever, that we have the right to r ed i rect on that . 

And that's exact l y wrat I've got the right to do. 

CHAIRMAl"l WILSON : We ll , the concern that 1 

have is that the Inte rrogatory 144 that I'm reaJ ing 

looks like it's asked for this. 

MR. HOLLAND : No, I disagree with t ha t . 

CHAIRMAN WILSON: Te ll me where it didn' t. 

MR. HOLLAND: Well, i f I cou ld, let me asK 
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witness what he responded to in the interroga~ory. 

And let him explain to you what we responded to. 

J CHAIRMAN WILSON : I don't mind you ~sking the 

4 witness, and I'd like a fairly concise explanation 

5 without go ing into the, what the substance of this 

6 exhibit is . What it is that is in this exhibit tha t 

7 was not asked for i n 144 that's being responded to he re 

8 at this point. 

9 

10 

MR. HOLLAND: Okay . 

COMMI SSIONER EASLEY: And is lt more 

11 substantive than a forwat change? 

12 

1) yes --

14 

15 

16 

MR. HOLLAND: I think the answer to that is 

WITNESS McMILLAN: Yes. 

MR. HOLLAND: --but I'll let h im respond. 

WITNESS McMILLAN: Basically, on 

17 Interrogatory 144, as I mentioned ea r lier, the only 

18 requested data, Gulf's investment in P l ant Scherer. 

19 And that's the ~nly items that we identified are d1rect 

20 incremental costs related to Plant Scherer in 

21 In terrogatory 144. 

22 It would not include an IIC offset, which 

2) i ncluded on this schedule; and it wou ld not include the 

?. 4 administrative and g~neral cost, general plant and 

25 transmission lines charges that we r eceived ftom the 
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4 And so there is a mismatch, and that's wh y 1 

5 footnoted that in that footnote . It clearly say s I jid 

6 not inc lude those allocated cost s because I was afraid 

7 some~ody wa s going to try to pick this up and use it as 

8 an adjustment, and there are other things tha t should 

9 be considered at least by the Commission. 

10 And that's what our attempt has boen o n thi s 

11 schedule, to lay sc.mething out that would be 

12 stra i ghtforward and easy to follow to -- you know , 

I J don't think it is as complicated -- I t ri ed to make it 

14 as simple as possible. 

1 5 If you look a t the amount s t hat I've inc luded 

16 on 144, which include the UPS amounts on that schedule, 

17 and you look at the UPS adju s t ments I 've made in the 

18 filing on my prefiled rate base schedul e ~ nd NOI 

19 schedule, it ' s prutty c l ea r that we have 

20 

21 

22 

23 

24 

(Fi re alarm sounded. Recess. ) 

(Brief Recess .) 

CHAIRMAN W.LSON: Where were we ? 

MR . BURGESS: Ed and I talked it over durlnq 

25 the break and didn't get anywhere. Su we're a bout 
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1 wh• re we were. 

2 CHAIRMAN WILSON: Didn't agree t o have an 

J arm-wrestling match or anything? 

4 HR. HOLLAND: I wouldn ' t agree t o that . 

5 (Laughter) 

6 

7 

CHAIRMAN WI LSON: I don't blame y o u, either. 

MR. HOLLAND: We might run a race o r s ometh inq 

8 l ike that, but no arm wrestling . 

9 MR. BURGESS : Anyway, I'll just, t o bring it 

10 back before the Commission and re-crystalize the 

11 objections, I wou ld sa~ that we tiled-- J've gone back 

12 and looked at t ne schedule . We f iled d i rec t testimony 

13 on May 1st on this i ssue, and the Utility til ed 

14 rebuttal testimony on th is issue on Hay 2l q t . The 

15 point that I'd make is if in three weeks the ~tility , 

16 with a c cess to t he information, c o uld not put t ogethe r 

17 this type of detail, wh ich apparently tha ":: 's wha t it 

18 says in the rebutt&l testimony, the re' s anothe r 

19 adjustment, bu ~ they haven't had the oppo rtunity t o 

20 make spec itic that calculatlon. And I ' d say, if Lhree 

21 weeks with the Utility, with all its resoutce s and with 

2; the information available to it, is not e nough time for 

23 it t o come up wi~h a spec i f ic calc u la t ion , then two 

2 ~ days or 1 5 mi nutes or whatever i t happens to be , surely 

2' is no t enough t o r us t o do d iscove~y. at tempt to 
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1 understand everything that's behind 1t, challenge any 

2 of the numbers behind it and track them down and come 

3 up with cross examination that would be meaningful . 

4 

5 r espond. 

6 

7 

MR. HOLLAND: Mr. Chairman, if I might 

CHAIRMAN WILSON: Sure. 

MR . HOL.LiuiD: Where I start ed, and I th ink 

B t :1 is is still the basic premise, is that we 're entitled 

9 to have this exhibit introduced. The d oor wa s opened 

10 in cross examination. I think it' s a basic lega l 

11 princip le that if a subject mat te r 1s open, questions 

12 are asked relat i ve --

13 CHAIRMAN WILSON: I think what we are talking 

14 about here i~ a matter of fai rness, that the same 

15 question has basical ly been answered -- asked i n an 

16 interrogatory well before we get to hearing , asked in a 

17 similar or the same question i n direct doesn't open up 

18 the opportunity to answer something with this witness 

19 on the stand t hat you didn't answer prev iously when ~ou 

20 had a similar question in disco ve ry . That' s the point . 

21 MR. HOLLAND : Wi t h all d ue respect, t ·..1o 

22 th i ngs: One, I don't t h i nk that the in terrogatory 

23 asked the question --

24 CHAI RMAN WI LSON: Thats what I' ve been tryino 

25 to get to in this discussion. 
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I think ·~here we left oft was 

2 that the witness was, in fact, describing what he 

3 responded to, and I would also point out that this 

4 interrogatory, unt il introduced into evidence , is no t 

5 evidence . 

6 CHAIRMAN WILSON: I understand that. I 

7 underatand that. That doesn ' t detract from the bas ic 

8 questicn ot it the question hadn't been answered before 

9 and not answered, why is it being answered now? 

10 HR . HOL.LAND: One, I don't think the quest1on 

11 was a s ked . 

12 CHAIRMAN WIL~ON: Well, let' s get into that 

13 and do this as quickly as possible. We're spending a 

14 lot o! time on this. 

15 0 (By Mr. Holland) Hr. Mc Millan, let me just 

16 ask you directly, is there anything in Question 144, 

17 Interrogatory 144, that would lead you t o respond in 

18 any way other than in the way that you responded? 

19 

20 

A 

0 

No, there is not. 

Did yvu respond to the interrogatory with the 

21 data that was requested in that interroga tory ? 

22 

23 

A 

0 

Yes, I did. 

Is the amount is the calculation that is 

24 contained in Exhibit 575, in addition to, ove r an~ 

25 above and supplemental to th~ questions that were asked 
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1 in 144? 

2 

) 

A 

Q 

There is additional in!orm~tion on that, yes. 

Did you, in your rebuttal testimony, in 

4 response to Hr. Larkin, indicate that tho re were 

5 additional o!fsets other than those s peci fi cally 

6 re lated to t he 63 mea~watts o f Plant Scherer, whi ch 

7 sho~ld be made when - - if the Commission were to 

e disallow the 63 megawatts from rate base? 

9 Yes, I did. And ! ' ve also footnoted that 

10 clearly at the bottom of my response t o 144 . Since it 

11 specifically asked !or j ust Sch e r er investment , 1 

12 wanted to make sure i n the footnote that if anybody 

13 we r e to try to pick thi s up, that I have not included 

14 any allocated amoun ts which should be also considered 

15 that a ren't r ecorded on our books as Plant Scherer . 

16 MR. HOLLAND : Commissioner, if it ' s a question 

17 of fairness, I t hink it's extremely fair to the extent 

18 and we wer e -- as ~ou recall, we had t~ree weeks to 

19 file rebut tal tes\.imony. One of those weeks wa s spent, 

20 with a great deal of pleasure, before yo u in the tax 

21 refund docket. We were also doi ng the - -

22 CHAIRMAN WI LSOLN : We all have fond memories 

23 of that one . 

MR. HOLLAND: We were, also, dur i ng U .at 

25 per iod of time attempting still t o respo nd t o 
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outstanding discovery requests, write rebuttal 

testimony. We did begin at that point to try t o 

formulate an exhibit which would be responsive, that 1s 

the number -- the estimated number t hat is ..:onta i ned i n 

Mr. McMillan's rebuttal testimony at Page 1 5 . 

Again, and I would re-emphasi ze the fact tt.d t 

we I'm presenting this now rather than at the t1me 

ot the rebuttal to g i ve the opportunity tor examinati on 

and c ross examination later on i f that' s deemed 

appropriate by the part ies . We're attempting to be 

!'air abo11t it. 

Again, I waul '-- I think I've got the right, 

whether we introduc e the exhibit or not, because the -

and the basis tor the asldng the questi ons would be tl\1' 

same as seeking the admissi bility o f the exhtbtt , t o 

ask questions relative to what ~dditional impact s 

should be taken into account as a rP.su !t of the 

removal, proposed r emova l of the 63 megawatts at Pldnt 

Scherer. 

MR . BURGESS : Commisstoner, the r e was a ti me 

when we were at the earl y s tages o f trying t o ~ome up 

with a prehe aring process, that there might be an 

issue , "What is the proper rate base? " And u nde r what 

is the proper rate b ase, a party may attempt to raise 

any rumber c;,t issues that they hadn't thought or or 

FLORIDA PUBL IC SERVICE COMMISSION 



1 ! hadn't brought up at that point. 

8 4 ) 

Ancl it was a 

2 ~onsiderable burden on t he other parties trying t o deal 

J with that. 

4 We have, as well as all the parties Involved, 

~ attempted as much as possible through the prehearing 

6 process, to alert every other party in the c ase to all 

7 of the issues t hat • 4re intended to be raised and to 

8 the direction from which it would be approached in the 

9 case. And it has created an organized hearing process, 

;o but will con tinue to do so only if it's adhered to, and 

11 the problem I have is we arc now at a point whore I 

12 see, !rom wh at Mr. Ho lland says, is we' ll be brinq lng 

1J i n a number, a great deal of information in, just 1n 

14 response to th~ cross exami nation. 

15 It's easy enough to say, "Well, thi s fall s 

16 within the same area that was asked on cross 

17 examination." Well, of course it does, if the general 

18 issue is t here . But this type of detailed intormation 

19 is something that shollld be put on the table soon 

20 enough for all parties to have the opp0rtun1ty to 

21 address. And at thi s point l just don't th ink that 

22 opportunity has been available to at least this 

2J particular ~arty. 

24 HS. RULE: CollllDissioner, l 'd like t o point 

25 something out. 
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CHAIRMAN WILSON: Yes? Please do. 

MS. RULE: This comes up repeatedly in almost 

every hearing. 

CHAIRMAN WILSON: Yeah. 

MS. RULE: And I'd like to point out that 

sometimes ~e ~ou l dn't have to ask the question if we 

got the informat Jon beforel.ctnd, so ~e're put in the 

posi tion vf asking the question bec~use ~e didn't qet 

the information a nd then they cla:m the door is open. 

So, I don't kno~ ~h ich came first, the chicken or the 

egg , but I do kno~ that on occasion if ~e had the 

i nformation, ~e wouldn't need to ask the question, they 

wouldn't be able to come up ~ith the exhibit . 

CHAIRM.-..N WILSON: Well, there's that, and l 

a ppreciate your c omments about the orderly process of 

the prehearing process, but I'm not sure that any 

prehearing proce~s can literally take everything out of 

the realm of actually responding and adhearing to 

thi ngs that go on there. 

I'll tell yo~ ~hat I'm going to do with th is , 

and I 1on't kno~ ~hether ~hat I'm doing is just 

postponing this argument , so ~e rehear it ~hen you come 

back on rebuttal. But to t reat this as a suppl emental 

response, in the nature of a supplemental response to 

that Interrogato r y No. 144, or additional schedules 
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tha t s upport t h e rebu t ta l testinony, so that we d o not 

loo~ at this or talk about th is until y ou come bac k on 

rebuttal. It gives Publ ic Counsel an oppcrtun1ty, at 

least, to exami ne it and determine wheth e r there are 

ques t ions or information t hat he needs from the Cot:~par. y 

or from you between now and then. 

And Public counsel, if you need the 

opportunity to either depose this w itnes~ o r h a ve a 

i nterview with him between now and the time he comes on 

in rebuttal, you will hbve that o pportunity, a .• d the 

Company wil l make this witness avail ab le for t hat 

opportun ity to examine ~im. And then we'll look at 

this when he comes back on rebuttal, because read~~q 

your rebuttal testimony, this sub j e c t is directly 

addressed in ~our rebuttal testimony because the 

statemen t is made at Paqe 15 that 14, " Were the 

Comiss1on ~o remo ve the Company's total inves t ment ln 

P l ant Scherer, ~s well a s assoc iated expenses, t hen th e 

total impact should likev ise be -- UPS sales should 

likewise be removed aud all bene!lt'i -- a c us t omer 

shoulded receive none ot the beneC its, " and it sounds 

like this i s the c~lculation or t h e statement that 

occurs in your rebuttal testimony, and i t it comes up 

at all that 's where it ought to come up and not here . 

Any further redi r ect? 
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1 MR . HOLLAND: Yes. Hr. Chairman , just t o 

2 preserve the record I would like to note on the record, 

3 depending on wha t the ruling is at that time, I would 

4 reserve the right to make a proffer a t that time. 

CHAIRMAN WILSON: All right. 

6 Q (By Mr . Hol land) Mr. McMillan, on a totally 

7 dift'erent sub ject, bar..K, lines of credit and temporary 

8 c ash investments, i s it necessary for the Compa ny to 

9 have a certain amount of cash available in the o rdinary 

10 course of its business? 

11 

12 

A 

Q 

Some type or liquid asset, ye s . 

could one make a n analogy t o r.~s or her own 

13 personal finances, to make a compar ison between th e 

14 need to have c a sh available to pay bills? 

1 5 A We ll, I'm sure you could. You could easi ly 

1 6 correlate that to an i ndividual with a a checking 

1 7 account. Obvious ly you must maintain a balance in that 

1 8 account in order to write c hecks agai ns t that. When it 

19 gets to zero, then you 're going to have to go cut and 

20 borrow some money and put some mor~ money back into 

21 that account, so i n the Company's handling of tem~orary 

22 cash is, in effect , an i nte rest bearing account. 

2J That's all it is. 

24 And there may be some confusion in that 

25 regards. Wha t we're ca l l i ng t emporary cash 
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investments, in a lot of cases most o f that money is 

cnly invested overnight, two n ights, three nights, but 

the treasurer always - - he has a schedu l e of the 

investment schedules and makes sure some is maturing 

daily so he can cover a ny potential che~ks that would 

be hitting the banks. 

Tbey are not long-term investme nts or 30-day, 

60-day type instruments. You may have some ot those i! 

you had plenty of cash, but when you only have a small 

amount of temporary cash investments, they would 

prob~bly all be an overnight or one- or two-day type 

investment vehicles. 

Q Is temporary cash investments, 1n terms of a 

personal checking account, analogous to an 

interest-bearing checking account? 

A Yes, like a NOW account, or something like 

that. 

Q And would temporary cash or c ash be analogou s 

to a noninterest bearing checking account? 

A Yes, a demand account, in effect. 

Q And would the line of credits that we spoke 

of earlier and differentiated between the letter of 

credit, would that be analogous to a loan or a l i n e o f 

cre dit that an individual might have at a bank i n order 

to meet h1s or her debts? 
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A Yes. Those lines of credit wi l l enable us t o 

2 go out and make a loan. That's correct, up to th e 

J amount of that line of credit. 

4 Q In terms of pruden t management of money, is 

5 it the more prudent thing to do to invest in an 

6 interest-bearing checking account or a 

7 noninterest-bearing ~necking account? 

8 A Obviously, it would be mor e beneficial to 

9 keep that money in a intereu t bearing account. (Pause) 

10 Q Of the three o ptions available to the 

1: company, l i nes of credit, cash or temporary cash 

12 investments, is there a halance which the Company 

13 attempts to achieve i n order to conduct its ordinary 

14 and required provision of electric se~vice? 

15 A There is no single balance . Obviously based 

16 on our current disbursement system that we have in 

17 place as a s\.ngle dispository account , we, in e f fect, 

18 keep zero cash. There are some small amount s of cash 

19 in some of our outlying banks, but, in effPc t, i f you 

LO look at our forecast and what we'v~ included in working 

2 1 capital, there is a negative amount of c ash. 

27 I mean, that's just because of rounding 1n 

2 3 t he model but we have ~ssentially subzero i n cash whl c h 

24 would be noninterest-bearing accounts, and so all o t 

25 our funds in the projected period have bee n included 1n 

I 
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1 temporary cash or short-term debt, which are either 

2 temporary cash earns inter est; short-term debt 

J obviously incurs an interest charge, and are inclurled 

4 in capital scructure. 

5 Q Is it typical in the utility industry and in 

6 c orporations, in general, that some amount of c ash be 

7 maintbined ror operating ~urposes? 

8 

9 

A 

Q 

Absoh.:tely. 

Is the amount that is contained in the budget 

10 and has been, in ract, adjusted out thr amount that 

11 Gu lf ~ower Company deems appropr iate for budgeting 

12 process to provide ready cash for the payment o f bills 

1) 

14 

and other expenses that you might need to meet? 

Based upon our forecasted 1990 t~st year , 

15 that is the time correct a~ount, the lJ-month average 

16 amount of our te~porary cash. I would not, in any way , 

17 state that that would be the maximum amount we would 

18 havA in any year. 

19 As I was stating earlier, if anything, that' s 

2C a ve ry conservative, low estimate based u pon -- you 

21 just look at the monthly volatility and our revenues 

22 coming in there is 20 to $JO mil lion difference between 

23 our peak and valley months ard you cannot, there is no 

24 way unless we could somehow massage our expenses, whi ch 

25 we wou ld no t do unless your expenses and revenues 
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1 equaled exactly, there is no way you can ma i ntain a 

2 zero cash balance at all times. So a short answer 

., would be, yes, it's a very conservat 1on estimate . 

4 Q On another issue, and th is is relati\ e to 

5 Exhibit 4]7 in the allocation of uncollectible 

6 accounts. I think you answered t h is question but I 

7 just want to make sure that I heard your response 

8 correctly . 

9 To your knowledge has th~re been, I n r ecent 

10 past, and by recent past 1 mean the last 5, 10 years, a 

11 customer in the LP, LPT, PX or PXT c lass that has 

12 failed to pay its bill? 

13 

14 

1 5 have. 

16 

To my knowledge there has not been. 

MR. HOLLAND : Commissioners, that's all I 

CHAIRMAN WILSON: All right, it all his --we 

17 have some late-files that are due, and al l other 

18 exhibits have been stipulated , is that correct? 

19 MR . HOLLAND: That's correct. Wh il e you were 

20 out we added four additional exhibit s tnat had not been 

21 premarked and Commissioner Gunter marked those. 

22 CHAIRMAN WILSON: All right. 

23 MR. HOLLAND: But they h d ve been st i pulated 

24 t o . 

25 CHAIRMAN WILSON : Okay. That ' s 567, 68 and 
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5 

69? 

MR. HOLLAND: 566 th r ough 69. 

CHAIRMAN WILSON: ">66 through 69? 

MR. HOLLAND: That's correct. 

CHAIRMAN WILSON: All right. 

8 ~ l 

6 (Exhibit No. 566 through 569 received into 

7 evidence) 

8 CHAIRMAN WILSON: Thank you very much . You 

9 may be excused, temporarily. Call your next witness . 

10 

11 

12 

MR. HOLLAND : Call Hr . Bowers. 

(Witness McMillan exc used. ) 

MR. HOLLAND : Mr. Chairman, while he's ~~1ng 

13 t hat could we hav~ about two minutes 

14 

15 

16 

CHAIRMAN WILSON: Sure . 

MR. HOLLA.ND: -- three minutes? 

CHAIRMAN WILSON: Let's just stand at 

17 informal recess. 

18 

19 

;:o 

(Recess) 

HR. HOLLAN~ : Hr. Chairman, l thin k Mr. 

21 Bowers needs t.o be sworn. 

22 WILLIAM PAUL BOWERS 

23 appeared as a witness on behalf of Gulf Power Company , 

24 a nd after being first duly sworn, testified as follows: 

25 HR. HOLLAND: Mr. Cha : rman , Hr. Bowers' 
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1 exhi bits to his direct testimony have bee n premarked 

2 1 6 4 through 168. And, in addition , we have submitted 

J -- and copies have been provided to everyo ne -- o t 

4 Exhibits 17 1 through 187, less Exhibit 177 , which was 

5 duplicative of another exhibit. Everyone should h ave 

6 thuse . 

7 CHAIRMAN WILSON: I have those. 

8 DIRECT EXAMINATION 

9 BY HR. HOLLAND: 

10 Q With that, Mr . Bowers, wou ld you sta te your 

11 name and your business address and poc it i on wi th Gu lf 

li Powe r Company? 

A Name is William Paul Bowers, 500 Baytront 13 

14 Parkway, Pensacola, Florida, 32520 . I'm the General 

15 Manager of Marketi ng and Load Management of Gulf Power 

16 Company. 

17 Q And, Hr. Bowers, have you prepa red test imony 

18 i n this docket entitl e d "The Direct Testimony of W. P. 

19 Bowe r s"? 

20 

21 

A 

Q 

22 test imony? 

23 

24 

A 

Yes. I have. 

Do you have a ny co r rections to that 

No, 1 do not. (Pause) 

Okay, we have two corrections . I thlnk they 

25 a re already provided. 

FLORIDA PUBLI C SERVICE COMMI SSION 



85J 

1 

2 

J 

4 

CHAIRMAN WI~SON: You might h3ve to ask a 

leading question. 

HR . HOLLAND: Yeah. 

Q (By Mr. Holland) I think you have got ~wo 

5 correc tions, Mr. Bowers. Could you point those ou~ to 

6 us? 

CHAIRMAN WILSON: Sure, if you' 11 tell h im 7 

8 

9 

what they are. (Laughter) 

HR. HOLLAND: We'll make the witness aware of 

10 t~e correct1ons. 

1l COMMISSIONER EASLEY: Aren't the c orrec tions 

12 on Page 

WITNESS BOWERS: On Page 24, Line 7 , add 

14 "Home Energy Education and Presentations/Sell'inars." 

15 

16 Hold it . 

l7 

18 

19 Seminars. " 

20 

COMMISSIONER EASLEY: Whoops, wait a minu~e. 

COMMISSIONER BEARD: " Home Energy Educatt on" ? 

WITNESS BOWERS: "-- and Presenta~t ons f 

COMMISSIONER BEARD: And you said yo u 

21 couldn't lead a horse to water and make hlm d~ink. 

22 WITNESS BOWERS : At Page 25, Line 7 , c hange 

2l " C-e-m-t-s" to "C-e-n-t-s." 

24 Q (By Mr. Hol l and) Hr. Bowers, with t~ose 

25 correc tJons, it I were to ask you the ~uestions t oday 
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that are contained in your testimony, wo•1ld your 

answers be the same? 

A Yes, they would be. 

854 

MR. HOLLAND: Mr. Chairman, we have would ~ sk 

that Mr. Bowers' testimony be inserted into the recorc 

as though read. 

CHAIRMAN WILSON : Without objection, his 

testimony will be so inserted into the record. 

(Exhibits Nos. 164 through 168; 171 through 

176, and 178 previously stipulated into evidence. ) 
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GULf POWER COMPA~~ 
Befo4e the flo r ida Publ ic Servi c~ commi ss1on 

Direct Testimony of 
W. P. Bowers 

In Support of Rote Rel ie f 
Docket No . 8913~5 -E I 

December 15, 19 89 

Q. ~lease state your name, a~~resn and occupation. 

A. My name i s W. Paul Bowers . My business address 1s 500 

Bayfront Parkway, ?ensacola, FL J2501. I am employed by 

Gulf Power as Direct or ot :-iarketing an.-1 Load Management. 

Q. Please descri~e your education and bus i ness background. 

A. I received a Bachelor o f Science Degree 1n Pub:lc 

Admlnistrat ionj Political Science trom the Un 1versity o t 

West Flo4 i.da. I also have a Maste4 o ! Science Degree lr. 

Management from Troy State University. My career ~t cu :: 
Power started i n 1979 when I joined the Company as 

Resident lal Marketing ReprPsentative. ! have held 

positions of 1ncreasing respo nslbll l ty, 1nc!ud1ng 

Supervisor of Resi<.!ential Sales, t:hat have broadened tr.i' 

knowledge of ut i lity marketing and marketing pl~nn:ng. 

have appeared before this Commission o n =onservatl on 

related matters . I have nelo leadership pos1tions w1th 

the Southeastern Electric al Exchange and served on 

several task forces for the Southern electrlc sys em 1n 

developlnq strateg1c p l ans f or the SOs. I hi've b ee:; an 



2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

• 1 2 

l) 

14 

1 5 

16 

17 

18 

19 

2" 

2 1 

n 

:.. J 

24 

;>5 

R)r 
Doc ket No. 89 1)45-EI 

Wi tness: w. r. Bowers 
Pag e 2 

i nst ructo r at Auburn University' s Enqineertno Extens1 on 

serv i ce for six years and c urr e nt ly serve on r he Bu~ Jnes s 

Adviso r y Council education s ystems 1n Northwest Fl o rtda . 

In my current position a s Director of MarketJng and LOaa 

Management , I am responsible for directing the Company'= 

act ivi ties in m e ting our cust~mers ' needs through energy 

s ervices that fulf i ll their expectation~:. o f an electric.ll 

supp l ier. 

Q. Have yov prepared an e xhibit that contains intormation t o 

wh ich you will reter i A your teatimony? 

A . Yes. 

Counsel: We ask that Mr. Bowers' 

Exhibit, compr1sec of 

5 Schedules be marked 

tor identificatlon as _ _ /{, 8 
ExhibitS_. (WPB-1 ). 

Q. Wbat i G the purpose ot your testimony? 

A. The purpose o f my testimony is to J UStify the Comp3ny's 

Cu stotne r, Informa t ion and Sales Expenses con t a 1 ned 1n the 

1990 test year. I will describe the pu rpose o f the 

Market i ng and Load Mana g e ment De partment; hO'•' and why th e 

Company markets i t £ product; and !1nally , [ w1ll JUSttfy 

the specific progra m£ we are asking t o be Jnc lua •d 1n the 
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What are the speoitio activitiea that are handled by ~ r 

tbrougb tbe Marketing and Load Management Department? 

Speci fi c activities include load research, c ustomer 

forecast, kilowattho~r f o recast, base rate revenue 

forecast, demand forecast, c usto mer service and 

i nfo rmation programs, conservation programs, m~ rket1nq 

planning, technology assessment . market researc h, !odd 

research tape translation a nd analysis , d1roc t c ustomer 

contact and program moni t o ring . 

Wbat are tbe reaponsihilitiea ot the Market i ng and Load 

Management Oepartaent? 

The Market ing and Load Managemen t Department •s ass1gned 

the respons ibili t y o f formulat ing and 1mplemontinq a 

corpo r ate marketing strategy that 1s mutually boncfl c l al 

both to ou r c ustomers through cost-effect.ve load-gro wth 

management and to our Company through th e prudent 

co~itment o f cost l y facilities . Ma ~keting I S expec ted 

to know the needs o f our presen t dnd prospectJve 

c ustomers, to p la n and develop marketing programs geared 

to meeting those need s i n a profttable manner , to 

c oordinate internal ly among those department s wtth those 

organizations and agencies that a ff ect the succes~ o f our 
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s trategy, and t o assure that the Company 1s su itably 

prepa red f o r program implementation 1n the ma rketplace. 

Please deaoribe Gulf Pover•a overall marketinq phil oaophy 

and polioiea. 

First of all, our marKeting philosophy and pol iC tes are 

an outgrowth of ou r corporate purpose, o r mission. Thls 

corporate mission is to provide adequate electr1 c s ervi ce 

to all c ustomers at t he lowest possiLlo pr1 ce wh!l ~ 

earning an adequate return on tl,e c api t.a l tor i nvcstors 

who have provided th~ tunds to make such servi ce 

possible. Consistent with this corporate purpose , ou r 

basic overall marketing pol icy i s to be the competttive 

choice enP.rgy supplier in Northwest Fl orid~ by p r ov 1 d i nq 

superio r value 1.or the serv i ces whi c h improve Lhe qualtty 

o ! life and the business operations of our cus t omers. As 

this overall ma rketing policy 1 s c arri e d out, we are 

gu i ded by the recognition that our succ ess 15 dependent 

upon gaining a nd retaining the business con!idence o r our 

c ustomers. Since our serv ice is an integral pa rt o t o ur 

customers' businesses or quality o! lifo, we ~3nnot 

e xpect to be their energy s upplier of c hoi ce 1f we do noL 

have their confidence. 

Bov do you determine ubat proqraaa are dovolopod and 
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Comp~ny s tat istics, c u stomer !eedback, and markct1ng 

program per!ormance arc monitored !or trends 1n the 

marketing env 1ronment . In additi o n, market i ng resear c h 

is conducted to identify eme r ging customer c~nsumptlon 

patterns, pref~rences, and tochno1ogic~ 1 appll ; a tlons. 

This information is compiled , interpreted, and c o ntra s t ed 

with l ong- term expans i on plans and rinanc ial 

considera tions to es t ablish appropria ~e programs ! ~ r 

implementation in the ma r ketplaca . Programs are also 

developed a nd imp lemented based on regul atory 

requirement s i ncluded in the Nationa l Energy Act, Publi c 

Utili t ies Regulatory Policies Act and the flordia Energy 

Efficiency and Conservat1on Act. 

What marketplace changes have occurred in recent ye ars 

t hat voul 11 attect Gult ' s marketing ettorts? 

A review of the proceedings and issues th~t have been 

heard by t h is Comm1ssi~n in recent year s q~vos us an 1dea 

of the changes that have occurrec1 in the er.erqy marke t . 

Exa mi nations of wheeling a nd transmiss i on a cc~sJ and rat e 

issues, retail sales oy p riva te suppliers, s t andby 

service and rates therefore, ncn- f irm serv1c e and rates 

there fore, incentive rates, customer-spe l: 1 t J c: 1 o ad 

rP.tentio~ and coqeneratlon deferral rates and contrac ts , 
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deposit policies and pract ices , ene r gy n nd c apaci ty 

payments o ffered fo ~ Q.F. po~er, energy ano c apa c 1ty 

payments to solid waste fac ilitles , and tra~sm1ss ion 

facility construction d nd ownership dlsputes ar e 

1ndicative of the numDer and broad range of fac t o r s 

i ncreasing tl.t! competitiveness of the ene rg y ~.!lrke t 

durin g t h e past f ew y e ars . 

Wbat is tbe r e l ationship between tbi • i n c r e a s ed 

compet ition in tbe enerqy aarke t a n d Gulf' s increased 

marketing ettorta? 

Since Gulf's last rate case , t wo of Gu lf's largest 

industr i.!ll cust omers notified us, at separate t1mes , thlt 

they we r t! planning to i nsta ll ~heir o~n generati on, 

el imi nating, or nea r l y e liminating, thei r need fo r 

electric service from Gulf Power . The result o f thls 

c hange in status woul d have bee n 1ncr eased overall cost~ 

to all o f Gulf's customers . In each case , we lea r ned o f 

t he c ustomers ' intent i ons th rough our in f ormation 

~xchanges and contacts with t~em. We w~re able to work 

u ith those customers to prepare s pecia l conrracts whi ch 

t epresented alternatives benef icial to the ind1v1dual 

c o ntr.!lct inq custome r a b well a s al l of Gu lf' s wther 

cus tomers. We brought those s pecial cont racts t o th l~ 

Commiss ion for appro val , and both we re approvca as cost 
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beneficial t o Gulf' s ratepaye rs ove r t he life o f tho se 

con t r acts . Ou r market i ng and cus t o me r s e rv1 c e pres~nce 

provided both the o pportunity and me c ha n 1sm to r e a ch this 

soluti o n ~hich benefits a ll c o ncorno d. 

In 1985, Gulf : ower requested appro val o ! a new r ate 

rider to be offered to the Company' s l arg er c o mmerc. a l 

a nd industrial customers. Thi s new r a t e rider , 

S upplemental Energy (SE), has been and s t i ll 1s a 

marketing ~ool which helps the Company i mp rove its l oa d 

fact o r through increased off-peak ki lowa tthou r ( kwh ) 

s a l e s without cre~ting the need f o r a d d it ional generat1ng 

c apaci ty. The new pricing mechan 1sm wa s conceived and 

developed fo Jlowing commu nicatio n s w1th ou r c us t omers and 

c arefu l examinations of the energy alternat i ves available 

t o them , t he Company's marketing obj e c t 1v es, a nd the 

Com~any' s ex i st i ng price menu. The SE r1 d er was approved 

by this Commi s s iun and remains a very lmpo r tant marke t 1ng 

t ool fo r Gu l f Power. 

These a re e xamples of markettng a cLl VItlcs that were 

mad e nec essary by the increase d c ompe t 1t1o n 1n the ('nergy 

market . All were deve loped us i ng e xte nsive cu~tomer 

i nput. Th e higher degree of ma rket presence by 

alterna t ive e nergy s upplie rs con t r : b uteJ substant i al l y to 

the need for t hese a c ti v it ies. The se compctttlve 

cond i tions continue t o exis":: and, 1n fa c t n re st 111 
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growing . The result is a continu1ng need t o r 1ncrcased 

marketln~ efforts associ ated with our custo mer ncrv1 c e, 

information exchange, and sales activ lties. nS was the 

case in the example mentioned, ~he ult imate result o f 

these activities is lower overall costs tor all o r Gulf's 

customers . 

Are your ou•tomera exp•oting an increase in the marketing 

service• provided by Gulf Power? 

Absolutely. our customers are ~e~andinq more and better 

marketing services. 

To illustrate our industrial customers' cxpec tact o n 

of quantity and quality in utility services, I have 

attached, 4C Schedule l, a copy of a brochure tlt.led "Atr 

Products' Quality Management Process - A Gu1del1n c f o r 

Utilities. " This document was provided to us by A1r 

Products ill 1988, and serves as a vendor spec 1f1 c at1 o ns 

sheet for their Jtility service suppliers I urge the 

Commission to note on the last page ot the broc hure that 

some of the utili t y supplier cer~1f1cat1 on standards 

listed go beyond the mere provis ion of kilowatthours. 

The customer is concerned with marketing activit1es such 

as effective sales representa tion, innovatJvc;competltlve 

proposals and respon~iveness to Air Produc~~ · need s . 

Factors such as utility rates based on cost- o t- s "!r.tl c e; 
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reliability of s upply consisten t with contrac t; timely 

notice of proposed rate c hange s or other act1ons 

a ffecting costs; a nd adequate and reasonably p r iced f uel 

sources are a lso i ncluded. This is o nl y one example . 

There are others a nd every i nd ication is that this tre1oJ 

wi l l continue t o s pread. Our industrial cus tome r s must 

remain competitive i n t he mark~t place. We must c o nt inue 

ou r efforts to unde rstand these businesses so that we mny 

cerve them better fo r the benef it of all ou r ra t epayers. 

Ou r i ndustrial customers really do e xpect even demand , 

more and better marketing services. 

What bas been the reacti on ot your residen t ial cus t omero 

concerning the •~rvices you otter? 

Gulf conducted a s urvey in 1988 to determine ou r 

residentLal cus tomers' reacti on t o our programs. The 

respondents were asked a se r ies of questi o~s rela t1 ng to 

awareness of p rograms, whether or not they had 

participated and the i r op1n1on of ~hese p r oqrams . 

Responden ts' o pin ions are s ummarlzed 1n Schedu l e 2 . 

Based on this survey , we are convJnced that o ur 

res1dential c ustomers are receivi ng the kinds o t s~rv1ces 

they deem most important. 

In the last t h ree years alone, we have rccetved and 

fulfilled requests from customers for: 1 a ) 1 ., t o rma t. i on 
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o n such s ub jects as heat pumps, our levP.lized b1ll1nq 

payment plan, outdoor lighting, and h o w to read a mete r ; 

(b) assistance with light i ng pldnn ing and k l t c hen latout: 

and (c) prese ntat i ons n n energy related s ubject.s to 

Optimist Clubs, Garden Clubs and Ci r cles, Women' s Clubs 

o.nd Units, Kj• ·anis Clubs, Ex-:hange Clubs, Rotl. ry C.l ubs, 

Sertoma Clubs, Area Agency on Ag ing, Counci l o n Aging 

Congregate Sites, Teachers Groups, Homemakers Ext e n sion 

Groups, Business Brown Bag Meetings, YMCA, Mi l ita r y Wi ves 

Groups, Girl Scouts, Boy Scouts , Range r s , School Classes, 

Boys Clubs, Girl s Cl 1bs, and 4-H. 

Baa the level of Gulf's marketing activities and emphasi s 

inoroaaeO in recent years? 

Yes. We are p r uviding new customer educat io n and 

information services to customers i n all marke t segme n t s . 

We are also providing additiona l energy andlysi s , 

including assi s ting our customers Wlth cos t j benefit 

analysis for their energy supp l y opt1ons. These a re some 

of the new services which we are providing our c ustomers. 

Is Gulf actively soll inq energy? 

Yes , Gulf selectively s ells P.nergy but only wh e n i t ls 

cost-ef f ective to o ur ratepayers . Gulf attributes Jts 

success in the marketplace to i t s a b ility to se l l 



2 

) 

4 

s 

6 

7 

B 

9 

1 0 

11 

12 

l J 

14 

15 

16 Q. 

1 7 

18 

I S A. 

2 0 

2 1 

22 

2 ) 

2 4 

25 

ll h 'J 

Docket No . 8913 4 5-EJ 
Wttness : w. P. Bowe r s 

Page 1 . 

concepts to our customers such as c onservati on , load 

management a nd general e conomlc etficlenc ). T~ lOSe sk • ll s 

have also enab led Gulf t c selectlvely sel l energy. In 

orde r to be the c ompetit1ve c ho1ce energy suppll L ~ In 

Northwes t flor i da, we must minim1zo overall un l t c os t o ! 

service, thereby enabling our cus t omers to ma x 1m1zc 

o verall value received from our service. A tow years 

agol load factor improvement strategies were 1ncorpor oted 

into o u r marketing plan. The load factor ~~~rovemen t 

strategies call tor i ncreased kwh a 3les , p r1mar1ly dur1ng 

non-peak periods, in order to increase the ut1 l i2a t i o n 

and e fficiency of existing and planned fac1litie s. Our 

load fact o r improvement strateg ies are a vital part o f 

our c ommitment to mi nimize overal l unlt ~ost o f serv1 ~c. 

You s t ated earlier that Gult is actively selling energy 

selec t ively. Is the Company actively selling energy in 

~h• industrial market segment? 

Yes. Add i t iona l i ndustrial sa l es a r e an 1mportant part 

o t ou r load factor improvement strategies. As I stated 

earlier . load factor i mprovemu nt, which tnc re&ses the 

utiliza t ion and e fficiency of Gulf ' s fac1li t ios, C<'l ll 

result j n l o wer overall unit cost of s erv1 c e . Another 

very important reason for ou r empha ~ 1s 1n th1s market 

s egment 1s the amount the Company e arns ~n sale ~ 1 n that 
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ma rket. Ou r r e turn on i nvestment in t hat market segmen t 

is equal to the retu rn on our overa ll ret a ll business and 

signlficantly higher tha n ou r return i n th e residenti al 

class. A kil owatt utilized by the resident ial class a t 

about 50 percen~ load tacto r a nd a lower return i s o f f ar 

less benef it t o the Company and i ts customers than the 

same kw util t zed by the industr:al c lass at a l oad fa c t~r 

i n e xc ess ot 70 percent and a h igher return. Therefore. 

i f a kw can be " conserved" in the residenti al ma rke t 

without reducing co~fort, u nd i n mos t cases l~provinq it , 

and made ava i lable for "sale" i n the industrtal ma rket, 

total cost t o all ratepayers is reduced. 

Q. Has the Commission recognised the benefits resulting from 

ot t - peak energy aalea to all ratepayers? 

A. Yes . During t he last three years , the flo rtda Pub li c 

Service r: ommission has approved our Supplemental Energy 

l' l der ar.d special contracts with two o f our large 

industr t al custo~ers (Monsanto & Alr Produc ts ) fo r whi ch 

the s tated purpose was and 1s to 1ncrea s P and ret~1n kwh 

s ales. The Commission recognizes t ha t these s ales are 

not the cause o f e xpend itures ~or additional producti on 

t.:apac1ty . In fact, in Order No. 14 442, Doc ket No. 

850102 -EI. dated June 6, 1985, 1t was stated that wlthout 

thesr load s the ratepayers o f Gul f Powe r couid incur 
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higher costs for the energy they buy. 

Vby do your aarkatinq ettorta concentrate on inoreaainq 

ott-peak enerqy aalea? 

Gulf's ongoing market and load researc h efforts reveal 

definite c hanges taking place in market conditions . We 

face an i ncreasingly competitive market environment wh tch 

has c reated a significant risk o f losing la rge blocks o f 

co~ercia : and industrial l oads for which Gulf has 

already constructed facilit ies to serve. wss o ! high 

load factor loads o n Gulf's system has occu rred and w111 

continue to occur due to tore 1gn compet i t ion, 

cogeneration, higher customer produ c t1on costs, a nd 

outdaced c ustomer facilities and technology . 

Gulf Power Company's system e nnual load factor 1s 

currently l ower than any of the other Southern el ~ct rl c 

system op~rating companies, and the growth in th gene ra l 

economy is steadily declining. This 1s beca use we have a 

lower concentra t ion of industr ial custome r s . Loss o f 

high load facto r sales will hurt con~lngency pla nn1nq and 

can only result in further deteri ora tion of the Company' s 

load f ac tor . The end result wil l be the need for higher 

rates a nd higher fuel charges t o our c ustomers . As a 

result v ! this environ~ent , Gulf Power Company, 1n 

add1t1cn to the other compani es in the Southe r n c 1e c tr lc 
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system, has developed lonq-term plans to insure the 

lowest cost, most reliable electrl ci ty t o 1ts cus t omers . 

A v1tal part of this strategic plan 1ncludes c onservation 

~ nd marketi ng ett~rcs begun by the c ompany ove r ten years 

ago. The ultimate objective, wh ich Gulf's management 

believes t o be i n the best interests o f Gul!' s c usto.lers, 

is to minimize overall cost:s o t se rvi c e through 

i nc reasing the efficiency and ut ilization o f exi sti ng 

facilities wh ile reducing requirement s for future 

facilities. This strategy conserves corporate 

investment, ut i li~es it more e ff iciently , and holds down 

rates lo the consumer by spreading f ~ xed costs over mo re 

kilolo'atthours. 

The overall plan is a long-term one, encompass1nq 

conservation, selected load bulldinq, pr1c 1ng 

alternative~, load management opt1ons, cog~ne ratt on and 

other d emand siae options as lo'ell as s upp ly Side 

alternat i ves, and encouraqing the economi c growth of 

Nort hwest Florida . 

What benotita have accrued to your ratepayers as a result 

ot your marketing ettort.s7 

Uti l ities have traditionally brought p! ant 1 n se rvi ce 

just prior to the time i t was needed . Mo r e o r ten than 

not this would be a large oase loa d unlt . Whe n the plant 
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was put in service. li ttl e o r none o f the c apactty would 

actually have been sold. As ~ res~ lt, the costs o t thts 

plant were spread over the same number o f untt3 o t s ales 

( kwh ) that existed prior to i t s operation , thereby 

c reating a sig~'ticant impact on the uti lity's c ustomers. 

The amoun t of rate rel i ef we aJ:"e asking for 1n ~ 1. 1s c ase 

is lower than it would have bee n, because we have "sold" 

parts of Plants Daniel and Sch e rer betore they were 

brought into the rate base. 

Our marketing strateg i es developed i n :98 4 were 

designed to avoid fil i ng for J:"ate rel ief by inc r eas1nq 

of f-pe ak sales to a l evel th~t would ge nerate revenues to 

cover the cost of Plants Daniel a nd Scherer . Ou r e ff ort s 

have been f ocused on i ncr easi ng of f - pea k sal e s. The 

gro~h in peak- hour dem~nd is slmply a r esul t o f natu ra l 

g r owth in all classes of c ustomers, not a direct result 

o f our marketing efforts. The fact i s that these 

programs have significantly reduced the impact o l our 

bringing Daniel and Scherer t nto r a':e base . Gul: IS 

j ust ifi ably proud of the r esu lt3 o f 1ts e ff orts 1n thts 

regard and should be supported. 

What vould bappen it the Comaiaaion t o r c ed Oul f to c ease 

and desist all m~rketing errorta? 

The best example would be to descr 1be whdt t,.)ppened co 
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the utllity industry from 19 70 to 1985. The ell emnargo 

1n t he early 70s had a devastating impact on the natton, 

~spec1ally on energy supplier s. Prices skyroc keted and 

•1t ilities all over the count ry we re blamed by the1r 

c ustomers and their cegulators. Utilities had co close 

down their sales departments because they were hou nded 

out of t he marketplace. As we all know, sign ificant 

amounts of plant were alre ad y committed and were put 1n 

s ervice, e xacerbating the p roblem. 

The i ndustry was i~ c haos as cuntomer~ and utlllt,es 

fought each other, a nd the regulators were c augh t ~~ 

betwee n. Everybody was losing and the nat ton wa s 

su f fe r ing as a result. Th is scenart o actually occu rred 

at the national level, and it is highly l t kely that 1t 

c an occur on a regional l evel if t he overall e conom1cs o f 

a utili t y's s ervice a rea are not cons ldered . 

What bappene~ next? 

Several pieces of federa l legi slation were passed tha t 

had the effect of prohibitin~ ut1lities from s~lllng 

thel r prod uc t. In Florida the FEECA Ac t was passed 

requi r 1ng the Commission to set goals and mandate 

programs beginn l ng in 1980 a nd imp lemented 1n 1981. 

Utili t ies began offering conservat ion serv 1c cs but wtth a 

un1que twist: gas ut ll i ties were g1ve n fund ~ t o 
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1mpleme~t programs to aggressively ma rke t the i r product , 

while at the same time the ele=trlc utllltleb were 

similarly funded to reduce thei r rnc rgy sales and were 

encouraged to promote t h e use of natural gas. Th l s 

environment c o nti nued until the mid 80s when another 

c hange was identified. 

Q . What vaa thia cbanqe? 

A. Electr i c utili t ies returned to the marketplace r eal iz i ng 

that some sales we r e beneficial and could a ctually r educ e 

the cost t o customers. Reduced costs are ach1eved by 

imp roving lobd factor t h rough off-peak and val l ey per1od 

sales, thereb y s p readi n g more un1ts across i nvestments . 

Certain e l ectric u t ilities we r e able to d o this without 

advers ely impact ing peak- hour demand and the efforts o n 

the part o f ut i lities and regulators to conserve scarce 

resources. 

Q. Why d o n 't the utilit i es agg ress ively promote t h ei r 

product i f t he benef i~s a r e there? 

A. Some of them have. Ot h ers have not been allowed t o do so 

due to legislative and regulatory con stratnts whi ~h have 

fai led t o respond to this changing environment. 

Q. Sbouid regul a tors aaeuae part of the responsi b ility ? 
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A. It blame wete to be placed, then it wou ld be o n b o th the 

utilities and the r egulators. As ~n Industry, utllltles 

have not been able to total ly porsuad~ regulat o r s that we 

understand the marketplace, c ustomers , competit i o n, dnd 

that we will not let history r e pea t itself. At the same 

time regulators have, in numerous ins tanc es, refuse~ t o 

add r ess these changes a nd are st i c king to the polic1es o f 

the early 80s. The flor1da Commission has been qu1 c ker 

to react t c the changes that have occurred, especially 

ove r the past few y oars. 

What v i rtually a ll regulators arj many ut1l1t1 es 

have failed to recognize ia that con s ertat ton ~no the 

market i ng of off-peak energy are not mutually e xclus 1ve . 

They c an, when properly combined, be of tremendous 

benefit to the customers. Wha t we a re really talking 

about is t he efflcien t use of energy . This ts how Gul< 

has in terpreted fEECA. We beli o ve that thP lcgtslatur~ 

never i ntended to put the electri c u til ities 1n the s~ate 

ou t of the businass of market i ng thelr pro duc ts. The 

legislature simply i n tended that the c ustomers use all 

sou r ces of e n ergy i n the most etticien i: manner. 

Legislating consumer behav ior c oncerning ettergy 

purchasing decisions will not be s ucces s t ul: you c anneL 

leglslate consumer thought. 
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Where do e a Gul t tit i nto a ll thia? 

The trials and tribulations experienced by utili ~ 1es 

throughout the nation we re "ot experienced by Gulf Power. 

We were a ctive participants in the promo tional proct1 ce~ 

of the 60a and early 70s i n programs such as the Gold 

Medallion Home. In t h e mid-70s, the chan~es prev iously 

discussed were an t icipated, and Gulf implemented a w1de 

range of ~onservation programs beginning in 1976 with the 

Good ~ents Homo and Residen tial Energy Audits: fi.ve 

yea r s be fore anyone eLse in the state. Commercus 1 llnd 

Industr1al programs we re implemented 1n 1979. Whe n f"EE CA 

was passed, Gu l f al rea dy had the programs i n place ~nd 

had achieved significant results. These same progra ms 

were i ncluded, without modif ication, in our conser.•atl o n 

p l an approved i n 1981 f o r Conservation Cost Recovery. 

Gulf did not e xper ience the negat1ve customer and 

regulatory reactions that o the r u til1t1es e xper 1cnced 

because we knew wno our customers we~e and wha t ~hey 

wanted. 

Our price remained stable and continues to ue o ne o t 

the lowest in Florida a nd one o f the l o wPst in the 

nation. Gulf ' s rec o r d of. consumer compla1nts about 

reliability and customer ser1J c e s 1s c•e of the lowest 1r. 

the state. We hav e played a ma)cr role 1n stabtl1z1nq 

the economy of ou r service area. Our ope r ation ano 
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maintenance expenses and cost of providing serv1ce are 

among the lowest in the nation. 

We are where we are and have been able to a ccompl1sh 

t hi s high level o f customer satisfaction because of cu~ 

presence i n the matAet. Were our marketing efforts to be 

gutted, as some have proposed, these accomplishments 

would soon be lost . We have little doubt tha t very soon 

a fter having ceased these efforts, we would be fo r ced 

bac k into the marketplace by our c ustomers ~nd this 

Commission at a much hi1her cost than if s imply allow~d 

to continue ~nd maintain our current efforts. Customer 

action R are the source of all solutions. When the 

information and programs they demand are prov ided to 

them, they wil l determine the final outcome. 

Sino• ~arketinq haa en&ble4 you to anticipate the future, 

what ia qoinq to happen next? 

We do no t know for sure , but we are ~~rtaln tha t w1th 

marketing we will be in a bettet positi o n to ant1 ci pate 

a nd react to c hange quicker and more effecti vely t han we 

would be abl e to without marketing. 

With market research, we can acc urately determine 

what customers e xpect in their cha nq1ng ~nv1ronment. 

They expect their u tility t o o ffer mote stable voltages 

needed for sensitive e ~ectronic equ1pment, Innovat i ve 
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account and billing services, and greater comfort and 

efficiency in their homes. Customers will and are 

demanding a more responsible utility to meet their needs, 

and it we are not allowed by regulato rs to respond to the 

market, the future is b' dak. The marketplace is not the 

same a~ it was in the 70s or early 80s, a nd it ia 

changing mo re rapidly as we enter the 90s. customers 

will find other sources tor their e nergy needs. Some of 

our i ndustrial customers have already taken that c ourse 

ot action. It we are not able to oeet this problem, we 

will find ourselves raising our pr ice t o cov er our costs 

o~er fewer and fewer cust omers. We do not want that to 

happen. We want to be the energy suppl ier that is 

responsive to customer needs. Marketjng is vital to our 

future success in that r egard. 

We are asking the Commission to recognize our track 

record and abilities and to support ou r total etfort to 

c ontinue provlaing low cost reliable electrlr ser~1ce to 

our customers. Ma rket i ng, which provides the link to our 

~ustomers, is the key t o this endctvor 

Do you have any !inal coamenta with which you would 

conclude this portion ot your testimony? 

We recognize that some of the marketing phi losophies a nd 

principles which we are embracing may be new to th~ 
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Commission, and i n many ca~es, th~y are also new t o us. 

Signi !icdn t c hanges in t he energy se rvices l!'.arketj)l ace, 

both in the recent past and expe~ted in the near tu cure, 

have caused us to updatP- our marketing philosophies. New 

strategies and programs have been developed and 

implement ed a~~er care ful consideration. Each o! these 

s trategies and individua l prog r ams are desiqned to play a 

role i n accomplish ing our market i ng objective, whi c h ts 

reducing ove r a l l cost to our customers . 

Our customers would not tolerate merely reading 

meter s and rendering bills. Surely this Commiss ion docs 

not e xpect Gulf Power to limit its business function to 

t h ese activities. 

Q. Mr. Bowers, how are the expenses f o r the Har ket i ng and 

Load Management Department recovered? 

A. A portion of our expenses is recoveree through the 

Energy Conservation Cost Recovery ( ECCR) mechan1 sm and 

the balance through base rates. We a re ask1nq t o r 

approval to recover S5,426, 00U or 77 percent o t ou r t o t al 

1990 expenses t h rough base rates. 

Q. Wha t ia the 1990 benchaark deviat i on for tho Marketing 

Depart.aent? 

A. The Department 1s under the benc hmark by S28l, U00 for 



2 

) Q. 

4 

5 A. 

6 

7 

a 

9 

10 

11 

12 

13 Q. 

14 "· 
15 

l Q 

17 

18 

19 

20 

21 

22 

2J 

24 

25 

the 1990 t~st year. 

:!7 7 
Docket No. 89 1J, ~-EI 

Witnes s : w. P. Bowers 
Page i. 3 

Have you made any adjuataenta to tho 19&• approved 

exponaoa? 

Yes, an adjustment was made to include expenses f o r 

programs that were being recoveted through base ratos in 

1984 and s ubsequently transferred to ECCH during our 1984 

retail rato caso . The cotal amount or this odiua tmcnt i s 

$2,248,000. I will discuss later in my tes ti mon y the 

justi fications for the programs that we a r c requesting t o 

be included i n base recovery in the 1990 test yea r 

Why did you make tbia adjuataent? 

Prior to Gulf's 1984 rate case, dpprox imat~ly 6 1 perce nt 

o f the Department 's exp~nses were recovered through base 

rates and the balance through ECCR. Gul f' s 198 4 f1ling 

sought to continue this ratio. ~lthough the Lotal 

dollars were largely unaffec ted, the Comm 1ss1on ruled 

that approximately 61 pe rcent o f th ~ e xpenses s hould b~ 

recovered throuyh the tCCR mec han ism. As a result o r 

this dec ision , a revised filing t o reflec t thl s c h~nge 

wa s submitted. This decision, whi c h Gulf fully 

supported, had the effect of artificially lowering the 

1984 Benchmark by $1,625,000. Schedul e 3 s how~ how th is 

de c ision impacts the 1990 Benchmark calcu lat1 nn. 



2 

J 

4 

., 
6 

7 

8 

9 

10 

11 

12 

lJ 

1 4 

1 5 

16 

1 7 

18 

1., 
:'0 

2 l 

22 

2) 

2 4 • 25 

R7H 
Docket No . 091) 4 5-E I 

Witness: w. P. Bowe r s 
Paqe .' " 

Q. Mr. Bowers, woul~ you now specifically address the 

individual proqraae an~ their dxpenaes t~at you are 

requesting to be inclu4ed in tbe 1990 teat year 7 

A. Yes, there are e xpens e s for programs that we are 

requesting t o br included i n this test yea r . The fou r 

programs are Good ~ents New Home , Good ~ents Imp ·oved 

Ho,.oQ I t"'"'"""... c .l..t .. ~..... ~ pro t- \.. " M !. I ~'""" I "..,. I. . 

Q. Wbat benefits doea the Good jl!enta Home Proqralll provide t o 

Gul t PoYer Company' s ratepayers wbi cb a r e not cons idered 

in the Commission's c~st-e(tectlve met hodo l ogy? 

A. Many other qual ity c ustomer s erv ices are offe r ed thro ugh 

t he Good ~ents Home Prog r am whl c h are not conside r ed 1n 

Home, Ene~gy Education and Presentations;Semtnars. 

will address ea~h program individua lly beg1nning w1th th e 

Good ~ents New Home Program. 

Q. Is tbe Good ~onts New Home Program cost-ettective7 

A. Yes, t h e Good ~ents Home prog r am 1s co~t-ef l ectlvc based 

on the FPSC appro ved cost-effectlven~ss eva l uation 

methodol ogy. Whi le there art~ t htce c r1ter 1<1 used by th e 

Commission, they are not give n equal we1qh t 1n 

determining cost-effectiveness. I n OrderNo. 9611 , 

Novemj)er 26, 1980 , Docket No. 800671 - EG (HC) , o n p aqe 2, 

the Commission states, "A cost benef i t ana lys1s o t 

conserva t i on plans shoul~ be limlted t o costs a nd 
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benefits experienced by the utility alone." The Order 

further states that, " Anal ysis ot customer coots and 

benefits involves many assumptions, some o f which are 

speculativ e, and some of which are not quantifiabl e, and 

such an ana lysi~ is somewhat superfluous .... " 

What benefita doea the Good ~ .. ta Boae Program pro v i de t o 

Gulf Power Company'• r atepaye r• whi ch are not conai uered 

in the co-iaaion'a coat-etteotive methodology? 

Many o ther quality cus~omer services ~re o ff ered through 

the Good ~ents Home Pr ogram which a re not considered 1n 

t he Commission's cost - e!!ective methodology . It 1 s 

important to r emembe r that t hese services wou ld not be 

offered unl~ss they we re sou~ht by customers. These 

services include, but are not limited to: 

1. Design assistance - Gulf Power representatives 

regularly assist customers i n de term1ninq th~ most 

ef!ic1ent design opt1ons when planning the 

construction o f a new home. These o pti ons 1nclude 

orienta~ion, window placement a nd specifications, 

equipment sizing and selection, duct desiqr: . and 

thermal options. 

2. Edur.ation - Representatives work c losely with 

bui l ddrs, heating and a1r-condit1 0 n1nq dealers, 

insulation contractors , r eal estate salespeop.e, 
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lender s, and customers to provide any J n format Jon 

needed to build and sell e nergy eff icient new homes. 

This includes information on emerging te c hnolog1es, 

technical services, and promotional Loul~ ~vaildblu 

in the market. 

Inspection - Gulf Power Hepresentatives a re requ 1rcd 

to provide inspections o f Good ~ents Homes during 

constn1ction to 1nsure quality installati o n o f 

energy efficient features and to ver i fy that the 

work meets the sta11dards required tor certif ica t ion. 

Follow-up - The Good ~ents Home Cal l t s the f•na l 

part of the certification process . Once t he 

customer takes occupancy of a Good ~ents Home, the 

representative makes an appointment to discuss t he 

energy efficient features in deta1l , expla1n the 

type and uperation of energy efficient heating and 

air-c onditioning equipment, explain the effect of 

lifestyle on energy consumption, and show the 

customer how to read the me ter. 

Each ot' these services l1ave contr j buted to t he 

s uccess and longevity ot' the Good ~ents Home Program . 

Though they a re not quantif iable as defined by th~ 

Comm1ssion's cost-e ffec tlveness test, they do p r ovJde a 

valuable service to the custome r . 
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Why isn't the Goo d ~enta Hoae Proqraa included in Ene r gy 

Conservation Coat Recovery (!CCR)? 

Th e program was removed tram ECCR by mutual agreement 

r.et ween Staff and the Company in October 198 7 , b ecause 

the benefit to cJst ratio was considered ma rg ina l fo r 

participat ing c ustomers. Staff's recommendation 1n 

Docket No . 860718-EG, June 22, 1988, page 5 sta tes: 

"This prov ision should not be viewed a s S taff o pposlt lon 

to util~ty involvement in i mpro ving bu1 Jdinq s tandards or 

encouraging compl i anc with the Code . The se ac~1v1t1es 

may be appro pr ia te forms ot cus t ome r servi c e." 

Why do you c ontinue to operate the Good ~ants Home 

Program when you have the Florida Energy Efficiency Code 

tor building construction? 

The Good ~ents Home Progra m o ff e rs superi o r s~ rviccs and 

benefits t o 0u r customers whi c h are not provtded t hrough 

the Code. The Gooc ~ents Progra m pro~ 1des d vehicle t o 

optimize compliance wtth the Code wh 1ch 1s not 

uni v e rsa lly enforced in Northwest Flo~tda. Th e Cod e 1s, 

i n actual practice , the minimum standard s fvr building 

c o nstruct ion in the s tate. The Code does n o t provtde the 

signals or i nce~ti ves for builders t o include the 

"optimum" in energy conserving tec hnol ogies 1n new 

construction. Examples of opt i mization of the Code 
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i nc lude propldr installat ion and sizing of t.~at.i ng and 

a1r-conditioninq equipment to insure sav ings ar~ real ~ zed 

and to encourage efficiencies beyond thos e set as 

m1n i mum. Proper installation also Insures the se r1 1ce 

and maintena nce •":ponses will be at a minimum a nd tho 

life o! the equipment will be optim1zcd. 

We are absolutely convinc ed that Without ou r 

involvement in and promotion o! tho Good ~ents Home 

Prog ram , the num.ber of homes meeting even the min1mum 

standards set by the Code would be far r a wer than 1s no~ 

the c ase. If we ar~ forc ed to shut this program down. 

the tremendous gains which have been made beginning 1r. 

19 76 in educating the publ ic of the impo rtance o r 

constructing energy efficient new homes w1 l l be lost. 

This is not in the c ustomers • best interes t. Custome r 

demand f o r service will not end with the c ance1lat1on o r 

this program o r a n y other program. What w1l l end 1s the 

Company' s ability t o respond to their demands. 

Kr. Bowers, what is the nex~ pr~gram y ou are seeking 

expense recovery tor in this case? 

The next program is the Good ~ents Improved Home P;ogram . 

Please ~eacribe the program. 

The Good ~ents Impro ved Home Program is des qned to 
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encourage energy eff icient retro fitt ing and remodeling 1n 

a ll types of existing resident ial d wellings. S1nce the 

i nception of the progr em 1n 1977 , t here have been ove r 

10,000 res i dential dwell ings retro f i tted to ce~t Cu 1 f ' s 

Good ~ents Improved Home Program qua li fica t :ons. The 

program util i zes field personne l i n direc t one-o n-one 

contact with trade a ll i e s ( Heating, Vent i lat io n and At• 

Conditioning contractors, i nsu lation contrac to r s , w1ndow 

a nd door manufacturers, r ealtors and lenders) and 

customers to promote the usc o f the la t est c o n servat ion 

measu res. Incorpo rated i nto the program ar ~ tra1ning, 

general public €ducation act i vities, energy analys1s o n 

dwellings, cost-effect ive analysis o n all measures, 

advertisements, and dissem1natlon of m~ter ials concerning 

residential r.onservation. Many c ustomers learn o f thi s 

program through e ducat iona l presentati on~ and c hoose t o 

retrofit their existing homes as a r esu lt o f the 

i nfo rmation they receive. 

Is the Good ~unta Improved Rome Program cost-ef fective? 

Yes. In Gulf Power Company ' s a ns wers to Sta !t' s ftrst-

Set of I nter rogator ies in Docket No. 880002 - EC, the 

Company showed that t he program i s cost-e f toctl~D t o all 

ratepayers, parti c ipating customers, and to the S tate of 

Flo r ida based o n t he FPSC approved c oat-ef f e c tive ness 
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Can you aubatantiate tbe aavinqs you claim in your 

coat-e!!eotiven••• evaluation? 

Yes. We know from our l oad research that heat1ng and 

cool ing a re peak ing loads. We a l so know that by ratsinq 

the efficiency of equipment, c oupled with a reduction In 

the si zing of that equipment due to 1ncreased thermal 

integrity requ i red in the Good ~ents Imp roved Ho me 

Program, will result in s ubstantial savings. for 

e xample: 

7. 0 SEER~ 36,000 BTUH • 5.1 4 kw 

9. 0 SEER~ 30,000 BTUH • ) . 33 kw 

Net kw reduction at system peak-hou r • 1.81 kw 

Gulf has worked with 1ndiv 1dual c ustomers both 

before and a fter r etrofitting and is cert~t n that de~and 

and energy savings a re accru1ng t o part1c1pants 1n ~h e 

Good ~ents I mpro ved Home Program. Agatn c ust omers need a 

rel i able source to turn to f o r informa ti o n dn d 

ass i stan c e . This program provides the "~htc le ! o r the 

thousands o f c ustomers who r.eed help . 

Wby were tbe proqram coats disallowed tor approval 

t brouqb ECCR? 

Stat! analysis on April 20, 1989, i ndi cated t ~a t the Good 



2 

) 

4 

5 

6 

7 

8 

9 

10 Q. 

11 

12 A. 

lJ 

14 

15 

16 

17 

18 

19 

2 1 

.. 2 

23 

24 

25 

RHJ 
Docket N, . 89134'>-EI 

Witness: w. P . ~ower~ 

Page 3 l 

~ents Improved Home Program should be removed trom ECCR 

for t wo reasons: 

1. Gulf has not performed a pos t ret rof it analys1s o n 

the p rog ram to validate the c la1med kw ond kwh 

savings i dentif ied t hrough Gul f' s e ng1ne er 1nq 

estimates . 

2. The paybac k to part icipating customers was margina l 

( 1.045 to 1 ) . 

Has G~lt Power Coapany pertorae~ a poat retrot1t ana l ysis 

on the Good ~enta Improved Boa• Proqraa? 

Gulf has i nvesti gated a post retrofit a nalys1s 1n the 

past; however, several f~ctors c ontributed to t he 

Company's belief that the benefits did 10t just 1 t y the 

cost of the project. The sampling process r equ ired for 

statlstical validity would re~uire a larg ~ number o f 

homes t hat met the s tandards for Gond ~ents to an e qual 

number o 1 lne ff icien t homes o f s1m1lar c hara c ter lStlcs 1n 

s ize, appl1a1ce loads, and occupa ncy. In order to 

accurate ly trac k consumpt ion patterns, the proJec t would 

require the monito ring per ivd to be at least two years. 

For these r easons , the Company believ es that the 

benefits of this type o f research do not wa r rant the 

cost. 
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Gulf has shown through the cost-orroctlvon~se annlysl n 

that this program provides a p~ybac k to the part1 c1pant . 

However, Staff has taken the position that, oecause the 

payback to the participant 1s marg1nal, they w1ll 

discontinuP. to participate 1n th e future, z·esul tlnq In 

the program benefits turning nogative. 

Tho Company has repeatedly tr1ed t o po1nt out to t he 

Staff that economic payback in and o f itself is not t ~e 

dete rmining factor for a c u stomer's part1cipat 1on 1n th 1s 

program. As stated i n Commisslon Rule 25-17.008, the 

value o f a prog ram should be pr imar1ly judged on t h e 

benefits provided to all c usto mers o f a util1ty. 

CUstomers continue to pa rtir.ipate 1n ~ he program and h3vc 

a high levet o f satisfactio n with the se rv1 ces provt dcd 

in spite o f Staff's assertion that they would not be 

rat iona l to do so. On page 2 o t Orde r No. 9677, Novemenr 

26 , 1980, Docke t No . 800671-EG( MC), the Comml5SIOn 

states, "Analysi s o f c ustomer cos t s and benefats tnvolves 

many ass u mpt i ons, some o f wh ich are speculat1on . a nd some 

of whi c h are not quantifiabl e , and such an analysis 1s 

somewhat s uperf luous .... " 

Gulf Powe r has histor ical ly s ho wn its ab1l!ty to 

maintain a high level of custvme r part1c1pat1on 1n thls 

prog r am. The re~son for thls 1s thal custo~ers recogn1ze 
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and place value on other factors associated w1t h this 

program . These include, but are not ltmtted t c tnc rcased 

comfort and rosale value. Th6so factors are no t t~kcn 

into account in the cost-et!cctiven~~s methodology but 

have a major impact on customer participation. The net 

present va1ue of the savi~gs assoc iated with thts proqrdm 

to all ratepayers or Gulf Power Co~pany is 1 .461 to 1. 

The Company believes that thiA j ust1t1es our 

participation in the program and that lt ts unfair to 

disallow such a program based on assumpttons conc erning 

participation berore they occur. 

Q. Are there any other benefits vhicb accrue to the 

ratepayers? 

A. Yes . The Company, through its sponsorship of t he Good 

~ents Improved Home Progra~ has a ma j or tmpact o n th e 

qual i ty c:f installation in the marketplace. Each JOb 1s 

inspected prior to a home betng c ertlfted Good ~ents to 

e nsure that the i nstallat ion meets the standards rcqu1rcd 

Cor certifi:::ation . Thert> are no other agencies i :-. the 

ma rketplace which are avail able to dSSlst the cus~~mcr 

t hrouyh inspections. 

In ~ddition, par~icipat ion tn tht s program h~lps 

~ulf Power improve load facto r 1n the res1den t1al class . 

In the long run this helps all ratepayers th rouqh 
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efficiencies that assist the Company in c ffer1ng the 

lowest rates possible. 

Q. Pl•••• deaoribe the Bne r qy Education Proqr am. 

A. Energy education consists of services offered to ~ll 

customers _ha t are not specifically prov ided f o r 1n other 

marketing and customer service prog rams . 1he 

presentations are offered to present as well as future 

c ustomers. Activi ties and programs for customer groups 

include appliance selection and use, residonti~l electrl c 

system design, ~ptional energy use and appl1 cut1on (or 

household tasks. residential i nter ior liqht! nq , enerqy 

management, lifestyle information and econom1 c eff tclency 

of e11e rgy use. The programs are destgned t o meet t he 

customers ' needs by providing them w1th ~he necessary 

information t o enable them to understand how t o op t! mlze 

the benefits of their energy 1nvest~ent. The 

presentations promote wise choices so the c ustomer w:ll 

receive a hig~ return o n thelr energy dollctrs. 

Information is tailored to the c ustome r s' needs and 

presented without bias for the customers to c hoose what 

is best for them. 

Q. What activitiea coapriae you r Enerqy Education Proqram? 

h . All of the activities associated w1th thl s proq :am are 
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general i n nature and fall i nto two m~Jor ca tego r tes : 

adult education and youth educat )on. Examp 1cs tnclude 

but are not limited to the foll ow1ng: 

Adult Education Program - Targeted toward ci ub, c tv lc , 

church and employee groups. The presentations generally 

used t~ educate adults regard ing energy conservat1cn 

include: 

• Consuming Energy * You've Got the !'ower 

• Microwave Oven Usage * Uuying Time 

• Hol iday Program Elcctric1ty - Your Hos t 

• Kitchen Aoplionc e Usage Valuab le Resource 

• Harketi~g Services Offered 

The purpose of offering adult educati on presentat1o~s 

iCJ two-fold. First , the purpose 1s t o educate ~he adu 1t 

custome r regarding act ! ve parti ci r 1tion 1n ene rgy 

conservatio n and management act1v1t1es . The second 

purpose of the presentations is to 1nform Gulf's 

customers ot the services offered to t hem. The a~ult 

g roup presentations allow Gulf to s hare those serv lcP.s 

wi~h the customer, thus gaining a greater knowledge of 

the customers' needs and how to till the needs. 

Youth Presentations - Designed for commun1t y you~~ q roups 

as well as elementary and secondary schoo l r l3sses. The 

emphasis of each of the youth educution prog r ams 1s 

fossil fuels, energy conservation t•y lifestyles and meter 
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reading . Children learn about energy conservati on anq 

adopt it as a routine part ot thoir lives . Prescnt.aLions 

include: 

• Magi c o! Power 

• Your First Home Away from Home 

* Electricity Your Most Valuable Resourc e 

* We're Talking About Electricit) 

Mr. Bower•, would you pl ea•• 4e•oribe your 

Presentations and seminars are educational t o0ls o ffered 

to commercial c ustomers. The presentati ons are 

customized to meet the individual needs ot the custom~r 

and are •Jsed to educ.;~te c ustomers regarding advanc ed 

end-use technologies. Customers attending these seminars 

range from corporation executi ves to l oca l cons t ru c t1 o n 

allies. 

Wbat are eome ot t be topica ot ~iecueeion? 

Topics of discussion in the presen~ations and sem1na r s 

include technology assessment, improved load factor, 

improved de~and-side management, i n~reased produc t l v1ty 

and improved planning ability . Technolcyy assessment 

benefits the customers through lower investment r1sk, 

lower life cycle cost 4nd increas~d product qual l ty . 

Customers rcqu~st the seminars because of the c omplex1t y 
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ot tho ener gy-related issues fac1ng them and the 1mpa c t 

on the e ' nromic stability o n comme r cia l a nd 1ndustru: J 

market segment . 

Why aren't the expen••• tor these proqraaa inolu4e~ in 

BCCR? 

Staff's ~asic conc ern wlth these r r og rams is tha t they 

a r e not quantif iable and do not have l 1mits on 

expenditures und e r ECCR . I n the S taff Analys1 s o f Energy 

Education Programs throughout the s t ate in Docket No. 

890002-EG it states, "We believe programs o f this kind 

are a fundamental part of the c ustomer se r: ice 

responsibility or the Company and, t herefore , do not 

require specia l recovery . " S t a ft further states that, 

" If t he fEECA statute and I::CCR were abolished tomorrow, 

c ustomers would s til l b e c a lling serv ice offices 

inqu i r ing about energy effic1 ent produc t s and lJSes. The 

company s hould and would prov i de such informatiOn on how 

to use i t ts product wisely." 

Hov does Gulf viev the Sta rr•a position reqar~inq the 

Energy Education and Preaentationa;semin~ rs programs? 

The Company feels that the ECCR mecha n 1sm of fered the 

best mecha n ism to monitor the leve l& of e xpendtturcs 1n 

En ergy Educat ion. However , Gulf Power's pr1 ma ry posi ti on 
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is that these programs are an essentia l part o( ou r 

hus1ness and must be cont inued. ~e agree Wi th Sta t! that 

customers will always demand these services and the 

Compa ny has an obligation t o provide them . We feel t ha t 

our expenditures in Energy Education Prog rams a re p rudent 

and will continue to be. Tho reason this 1ssue is be1ng 

~ddressed here is to ensure future recovery or these 

e xpenses through base ratoo, ao recomme nded by Staff , 

rather than thro ugh ECCR. 

Would you summarize your position on these Cour progr~s7 

'les. Gulf Power has a proven track record ot p-ovldlng 

quality custome r service programs that benefit our 

customers as well as the Company. When c ustomers 

i dent ify a need that we f e el i s our respo ns1b1l1ty to 

provide, we do. Gulf Power Company dces not loo k a~ the 

recovery mechanisms available and the n des1g n programs to 

f i t t hose mechanisms. The high leve l of custome r 

participation in these programs 1nd1cates tha t ou r 

customers demand them. We have an obl1gat1on to t hose 

customers, to our Company, a~d to the sta t e o t florida t o 

continue. 

Gulf Power Company has made maJor invest ments 1n the 

jevelopment a nd implementation of these programs . The 

positive image enjoyed by the Good ~ents Prog ra m 1s 
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greater than any othe r utility sponsored progrAm 1n the 

history of our Company or any ~ompany in the state If 

the Commission disallows future recovery of the expenses 

associated with these programs, the result will L~ 

disastrous. T~e Company will lose conta c t w!~h 1ts 

customers and trade allies, resulting in distrust and 

disinterest. These proqra11.s must be ma 1nta1ned ~::o that 

as the Commission identifies program needs 1n the future 

our Company will bo prepared to implement them at the 

lowest possible cost and highe~t level o f partl Clpatlon. 

Should the Comminsion rule that the Company should get 

out of these programs now, o nly to restart these o r 

simila ~ programs at a later date, wi ll requ1re huge c ash 

outlays with mi n imal parti cipation and result s . 

Kr. Bover a, vbat are your 1990 test year expenses for 

Economi c Development? 

The total expenses we are asktng to be recovered 

are $68 7,00 0 . Schedule 4 shows the benchma rk 

c alculati o n. 

Kr . Bovers, please detine economic development. 

The defini tion ot econom1 c development 1 s c r eat 1nq wealt~ 

through the mubillz.ation of human, f1nancial, ca p1tal. 

physical and nat u ral resources to genera t e marketable 

c 'I j 
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Tradi~lonally, econom1 c dPvelopment 

has been v i ewed as the "markeLi ng'' ot Florldd t o domesti c 

and fore ign business and industry as a favoraole pla~ e t o 

relocate or expand their operations. The rnpld e~ergence 

of global economic events such as heightened domestic and 

international e conomic competitlon, grow1ng lnte rn3t lonnl 

trade, and rapid technological advancement s , ure 

mandating that uconomic development be looked at from a 

much broader perspective: one of assessing the strengths 

and weaknesses of an economy and making the Investments 

necessary to improve the environment in wh ich ou r 

exibting businosses operate. Gulf Power ha :; 1d~ . 1t1!1 ed 

t he need for and has co~itted resources to communtty 

developm~nt and not just generat ing econom1 c growth. 

These activities, if successful, wil l b~ mutually 

benefic1al to all ratepayers. society a s a whole and the 

Compan y. 

Why are ut il itie• in general an~ specifically Gul f Pover 

actively involve~ in community ~evelopment? 

Gulf Power Company has long rec ognized that its o wn 

we ll-be ing is d1rectly tied t o that o f our c ommuni ty and 

that we have a direct stake 1n the commun1ty's overal l 

development.. Fo r utilities 1n parti cular, c ommun1ty 

development is cr itical to the long-term s uccess because 
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a utility i s onl y as stro11g a s the c ommunities 1 t s erves. 

This has not always been tho c ase for some utlllcies bu ~ 

is essentia l tor Florida utilit i es especial l y bec ause o t 

growth management legi s lation. S peci fi c al ly , e conomi c 

dev elopment has become a key part o r our electr l c u t 1l1 t y 

demand- side • ~rketing plans due t o the greater 

opportunities provided to increase l o ad fa c tor, by adding 

or e xpa nding customers. that have a higher load tac tor 

themselves or ha ve need for utiliz1ng energy durtnq 

non-peak hours. 

Wb&t 1• Gult Pow•r 'P ~o l e i n tbe economic development or 

Nortbwe•t Florida? 

Al though utilities ha v e limiteJ ability to direc tly 

"land " a new b tdustry or expand an exist1ng indus try ( the 

communities themselves are res pons i ble for pro v id i ng the 

"bundle" of benefits to prospec t i v e new c r expa nd tnq 

industry ) , th~re are a numbe r o f r e sou r c e s a nd dCt lvltles 

elec tr ic util1t1es ~an prov1de t o enhance the prospec ts. 

A key s trategy Gu lf has i nves ted 1n hae been a reg1ona l 

marketing and promotional campa1qn to develop t he 

appropriate i nfrastructure, i nfo rmati o n and dat a bo se as 

wel l as combine and c o o rdinate t he l im i ted r esourc e s o f 

numerous loca l communi t l es f o r ma x1 mum ef f ort . Gul f 

Po we r , as c ommon link amo ng No rt hwest Fl o rida 
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c ommunit ies, has also assumed a lea uershi p role 1n 

furthering the cap a bil ity of commun1t1es in 1ts s ervtce 

territory to attract andjor eX?and the industrial base. 

Electric util ities can be a d r i ving fo r ce in e~on0rn 1 c 

development by exerting various roms or commun ity 

leadership. Senior officers and management pe r sonne l ot 

Gulf Power ha ve been called upon t o se rve local c ivic 

organ izations hav l ng an i nterest i n econom i c development 

and thus assumed leadership roles a nd responstbili t ies. 

Would Nortbweat tlorida continue to grov it you vere not 

involved ~n economi c devel o pment? 

Yes, the regi o n would continue t o grow ; however . there ts 

a greater risk that the grc wth ~ould not s trengthen the 

e conomy o r be bene fic ial to o ur ratepay e r s . 

Pleaae explain. 

Gulf Powar, like the other natural monopolies regulat ~d 

by the FPSC, h4S an obllqatio n to prov1de elect ri c 

service to all potential ~ustomers regardless ot s1ze anc 

their impact o n our system. I ncluded in thi s 

respo ns ibili ty is an oblt gatton to provide reltable 

electri c s ervice a t t he lowest poss1ble cost to all 

ratepayers . Mi smanaging growth can bo de tr 1mcntal to th e 

entire economy because of the negat ive 1mpacts o n the 
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pr ice, quality and reliability o t our ~roduct . 

Gulf is not intere s t ed in growth j ust fo r the s aku o! 

i t , we want to be i n A position to assist i n the 

management o! growth so that ou r communities ~nd 

r a tepayer s will receive lasting benefits with a m1nimum 

o f r1sk. 

Doe• thia conclu~• your t eetimony? 

Ye s, i t does. 
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Q (By Mr . Holland) Have yo u prepared a summary 

of your testimony? 

A Yos. I have. 

Q Please proceed. 

A Gulf Power's marketing efforts operate under 

a long-ter~ strategic plan. Thi& plan is continualLy 

updated to meet the needs of our customers and Company. 

The pr imary responsibility of marketing is one o! 

fo~ulating and implementing strataqics that are 

mutually beneficial to our customers through 

cost- effective load management and to ou r Company 

through the prudent commitment ot ~e5ources. 

Our stratagies are customer-driven, centered 

on the n~eds and expectdtions of all our customers. 

The customer is informed, educated, assisted and 

encouraged to make cost-beneficial c hoi c es for 

themselves while providi.ng benefits to al, consumers 

through cost-effective application v ! energy-related 

techno logies . 

To be more specific, ou r strategy 1n t!.e 

residential m~rket is to reduce the growth rate in peak 

demand by offering services to c us tomers 1 ~ both the 

new home market, as well as the existing ho~e market. 

We employ highly talented, highly sk illed resident ial 

representatives wt.o meet our customers' expectations 

FLORIDA PUBLI C SERVICE COMMISSION 
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1 for energy services. These individuals are the 

2 strength o! our programs. They perform audits, make 

3 recommendations on application of energy-efficient 

4 measures, check new homes for efficiency r a t i ngs, and 

5 suggest alternatives for optimi2ing the effic~ency of 

C any residential structure. They also perform 

7 educational seminars and meet ings vn the affect 

8 lifestyle has ~ •• energy consumption, product and 

9 equipment appli c ations and general information on how 

10 to improve the efficiEnt use of energy. 

11 They present this information to prospect1ve 

12 home buyers, existing homeowners, rente~s, retirees , 

13 seasonal residents , both summer and winter, and 

14 military personnel. They also inform the energy 

15 purchasero of tomorrow by educating our student s on 

16 safety and energy efficiency. 

17 In all, the outcome is one that •ill be nef it 

18 all customers through reduced c apacity requirements dnd 

19 more efficient use of al l energy sources. We are very 

20 proud of what our residential employees do and ot~er 

21 customers are better of! due to ~he1r ef f o rt s . 

22 our activities in the comme r cial ~ nd 

23 industrial markets reflect our residential ef fort s. We 

24 have talented e~ployees to satiety customer needs for 

25 products and serv~ces. They are able to meet with 

FLORIDA PUBLIC S~RVJ CE COMMISSION 
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1 architects, engineers, energy m~nagers, as well as 

2 plant managers and commanders o f military 

J installations, to inform and respond t o spec ifi c 

4 reques~s whi le recommending the most effi c ient energy 

5 application to improve produ=t i vity and the operation 

6 or their facilities. In this marxet, our employee~ 

7 must keep abre~st of new and changing technologies, 

8 such as appli~ation or new electro-technologies, such 

9 as infrared paint curing which replaced the old process 

10 ot baking painted maLerials . Highly techni c al, yes; 

11 but something we must be able to unde rstand to meet our 

12 customers' needs tor products and servt ces . 

lJ our customers want us to be their energy 

14 partners and not just energy provider. A partnership 

15 based on a long-term commitment to meet ~pec ifi c 

16 customers' needs. 

17 In the development o f our stra tegi c marke t 

18 plans and the design of programs that fo : lows , Gulf 

19 utilizes various forms or research t o determine our 

20 customers' pre~ent needs and future desires. A major 

21 input into this process is the immedinte feedba ck fr om 

22 our customers received from them during our day - t o-dny 

2J contacts. 

24 We estJ mate the number o f c ustomer conta~ts 

25 resulting from our marketing efforts in 1989 ts a r ound 

FLORIDA PUBLI C SERVICE COKHI SSION 



• 

901 

1 50,000 contacts. 

2 In conclusion , 1 want to reiterate that our 

3 commitment is to improving our customer s' energy 

4 efficiency . Our programs and services address their 

5 energy needs in a cost-effective manner prov iding 

6 benefits to all Gulf Power's customers. Thank you. 

7 MR. HOLLAND: Tender Mr. Bowers for cross 

8 examination. 

9 CROSS EXAMINATION 

10 BY MR. BURGESS : 

11 Q Mr. Bowers, I have a few questions wi th 

12 regard to Issue 47. Do you have a copy of the 

13 

14 

15 

Prehearing Order? 

A Yes, I do. 

Q And you're here to answer questions invclving 

16 whether revenue should be imputed for the bene fit of 

17 using Gulf's logo and name? 

18 

19 

20 

A 

Q 

A 

Yes, sir. 

Would you s ay there's any value in a l ogo ! 

Depending on the recognition of that l ogo, 

21 there might be. 

22 Q Do you think Gulf's logo is recognized 1n the 

23 West Florida area? 

24 

25 

A 

Q 

As an electri c service provider , yes , 1t is. 

Are logos generally copyr ight ? 

FLORIDA PUBLIC SERVICE COMMI SSION 
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1 Some or theM are, yes, sir. 

2 Q Do you know whether Gulf' s is? 

j A I do not know. 

4 Q Are people occasional sued for copy right 

5 infringement or trademark in!ringement ? 

6 A Yes, sir, I believe they are. 

7 Q What if just some company started that htld 

8 no affiliation to Gulf, and without permission just 

9 

10 

started using Gu' ~ 's logo and name, do you thinY. Gulf 

!might sue them? 

11 A If it was an unaffiliated company , l'm s ure 

12 we would. 

13 Q And I ass ume t~at Gulf would sue them for 

14 damages? 

1 !:> A That's more of a legal question , Hr . Burgess. 

16 I would have to refer that to my counsel, but I think 

17 we would offer to stop and desi s t the use of the name 

18 before we go and proceed on legal damages and 

19 re s titution-type of damages. 

20 There is a little bit of difficulty because 

21 think the issue does involve a l itt le bit of a legal 

22 question. You would tdke some kind of legal action, 

23 and if you would you not, as Gu lf Power Company? 

24 A I'm sure we would. 

25 CHAIRMAN WIT .SON: Why? 

FLORIDA PUBLIC SERVICE COMJo!IS5lON 
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WITNESS BOWERS: Only if they did not cease 

2 and desist once we requested them to do that. 

3 CHAI RMAN WILSON: Why would you want s omebody 

4 to not use your name? 

5 WITNESS BOWERS: Confus e the public of what 

6 kind of service Gulf Power ia providing versus wha t 

7 t h is other ent ity might be usi ng our name tor. 

8 Q (By Mr. Burg ess) Is t~ere not some potential 

9 confusion of the public with Gulf's affil ~ ates us 1o1g 

10 the Gulf's logo a nd n a me? 

11 

12 

13 

A 

Q 

A 

No, it's not . 

How is it not con fusing then? 

I believe you'd have to go bac k on a 

14 h istorical perspective a nd determine if Gulf Power' s 

15 af f iliation with t he e ntities unnerneath it has some 

16 kind of synop -- some kind of relationship for a long 

17 period of time. I think Gulf Power's -- if you get 

18 specific to this i s s ue, appl i a nce sales and service 

19 business, has been there f or a numbe r o f years, I'd 

20 estimate 40 to 50 years that we 've been in this type ot 

2 1 business. 1 think there is J s y11ops is with Gulf 

22 Powe r's name and appliance sales and services . Th e 

23 point is, is it recognized in the consumer'~ mind d& 

24 a ppliance business or not, using the Gulf Power's name. 

25 Q Okay , e xc use me, I'm sorry, g o ahead. Go 

FLORI DA PUBLI C SERVIC E COMMISSION 
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II 

9 0 4 

li 
!I year I was made responsible for this a rea, and my 

A I believe that we have done a su rvey. Last 

J 

I 
4 concern i s t o try t o determine what ou r cons ume r s, the 

5 ones that purc hase from us ~nd the ones tha t purc hase 

6 from others, it they knew that we were i n the busi ~ess 

7 or not. And we surveyed 600 customers , o r potent i al 

8 

9 

l O 

customera, and out o f that, th~ res u l t s a r e that on l y 

!two percent of the poople that bough t bro wn g oods - -

and that's TVs and stereos and suc h -- kn e w that Gu l f 

11 Power was in t he busines s at all . And onl y 20\ ~new 

12 

1 J 

14 

1 5 

1 6 

17 

18 

19 

20 

that we were in the wh i te g ood business, t h e ones tha t 

!purchased !rom other vendors. So what that t old me wa s 

lthat our name recog n ition on appli anc e sa les a nd 

I 
' service was not the re in the marketplace ; th a t t he 
I 

!c onclus ion that I would make from that wa s I ne ed t o 

make a different iation, separate tha t name in the 

1
co ns ume r's mind s o that they'd know t hat we we r e in tho 

' busines s t o s ell appliances and TVs a nd ste r eos . 

COHM H.S I ONER GUNTER: That might be 

21 ~haracterized a s be i ng suspi~ io ns conf irmed about t he 

22 lack ot knowl e dge o n the part of cons ume r s . I al wa ys 

2J ~onsidered myself to be s o r t ot an ir r ati o na • consu mer 

2 1 coo, but i! I g o ln a bui lding - - a nd yo u do ha ve s ome 

2 5 ; o - locate d buil d ings, do you not, wi th applia rcP sa l es ? 

FLORIDA PUBLIC S ERVI CE COMM ISSION 
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WITNESS BOWERS: Yes. 

COMMISSIONER GUNTER: And it's a Gulf Powe1.· 

building, and I bet all your papervork is in there, 

Gulf Power appliance sales and things, and what ~ave 

you, and the folks that even going in a Gulf Power 

building with Gulf Power logo's paperwork and what have 

you, wouldn't know that Gulf Power was in that 

business. It's even worse t han I suspected. 

CHAI RMAN WILSON : What el~e did y ou ask about 

on t hat survey? 

WITNESS BOWERS : There' s a -- what some of 

the questions -- and I don't have a ll the questions in 

front of me, Commissioner, but some of the questions 

t hat were highlighted in that, where were their 

purchases made? And the preferred sto~e was Sears for 

those people t hat bought outside o f Gul f Power. And 

the ones that purchased from us, we asked, "Why did you 

purchase from us?" And 20\ of those that have 

purchased f r om us said they had a good experi e nce in 

the past. So that's h is torical perspective, used to 

doing with us . 

And another group, we had specific brands , 

Frigidaire Refrigerator as an ex~mple, that they were 

aware that we carr ied and they would come to us for. 

CHAIRMAN WILSON : Did any of them answer --

FLORIDA PUBLIC SERVICE COMMlSSION 
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1 aid you have a category of "We bought appliances from 

2 you because you were the local power ~o~pany"? Did you 

J ask that question? 

4 WITNESS BOWERS: I don't recall that spec!fi c 

5 o~e, Commissioner, but I'd have to get that survey . and 

6 I can provide that in a late- filed, but one of the ones 

7 is, "Is financing an item that you would use in 

8 consideration for purchasing or appliances? Would Lhat 

9 be at the top on your mind as far as purchasing 

10 appliances?" And one of the questions was yes, and 

11 that Gulf Power orovides that service to them . 

12 CHAIRMAN WI~~ON : Do you advert i se applianc~ 

13 sales as a bill stuffer? 

14 

15 

WITNESS BOWERS : Yes, we do. 

COMMISSIONER EASLEY : Do you have in your 

16 survey or a nother survey, do you have any percentage o f 

17 the number of customers who pay their bills by c oming 

18 in the store -- coming in the building? 

19 WITNESS BOWERS: No, ma'am, I would not have 

20 that information. 

21 CHAIRMAN WILSON: Do you d istinguish on that 

22 basis, in collections, between people who mail the 

23 bills back in and those who come to the building to pa y 

24 their bills? Who would know about that? 

25 WITNESS BOW~S: I would have t o defer tha t 
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1 tv Mr. Scarbrough. 

2 CHAIRMAN WILSON: Somehow I thought that' s 

3 who you'~ deter that to. 

4 WITNESS BOWERS: He's i n charge of customer 

5 accounting area, so I ' d have to 

6 COMMISSIONER EASLEY: There's nothing in your 

7 survey that got you even close to that kind of 

8 statistic? 

9 WITNESS BOWERS: No, ma'am. The o n : y thing 

10 that was close to that is level of income, people that 

11 bought tram vendors outside of Gulf Power versus 

12 inside, and the distinction there is ours is average 

13 househo ld income was around $22,000, versus those that 

14 purchased from outside Gulf Power being around J2,000. 

15 So there's a $10,000 differential there. 

16 COMMISSIONER EASLEY: Does the b i ll s tuf fer 

17 that advertises the appliance sales e mphas i ze whe r e the 

18 appliance sales are located? 

19 WITNESS BOWERS: Store locat ions are 

20 emphasized on the bill stuffers . 

21 COMMISSIONER EASLEY: Are there separate 

22 non-co-located ap~liance stores ? 

2) 

24 

25 

WITNESS BOWERS: There are two of those . 

COMMISSIONER EASLEY: Two of those. 

CHAIRMAN WILSON: How long have you bee n in 
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1 thP appliance sales business? 

2 WITNESS BOWERS: He, specific,ll y, since m1d 

~ year last year. As far as Gulf Power, like I oald 

4 

5 Power . 

6 

CHAIRMAN WILSON : That's what I mean, Gulf 

WITNESS BOWERS: I'd eatimate i t 4 0 to SO 

7 years, and I'd have to ver ify that number . I don't 

8 have that specifically. 

9 CHAIRMAN WILSON: Whf is Gulf Power in the 

10 appliance sales business? 

11 WITNESS BOWERS: To provid~ a prof it to the 

12 stockholders of Gulf Power. 

13 CHAIRMAN WTLSON: You weren't here earlier to 

14 see that exhibit where we looked at the profit numbe r s, 

15 obviously? 

16 WITNESS BOWERS: No, sir, I wa~n t, but I 'm 

17 aware of the issue, much aware that the mana~ement o f 

18 this c ompany has charged me to determine, with a c hange 

19 of management, and the commitment they ma de to look at 

20 it one hard time, that we have 12 mon~hs t o determine 

21 if it's going to be a prof itable ventu re or no t and 

22 should we continue this effort. And we have a 

23 responsibility to come back to the executive management 

24 of this company and s ay , "Yes, continue on or close 1t 

2S down." 
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COMMISSIONER GUNTER: Would a way to ha s ten 

2 that would be to have that as a fully separated 

3 subsidiary operating on its o~n hook, to remove any 

4 doubt and question, end then the individual gets out as 

5 an e nterprise fund t hat 's charged t o run that as a 

6 tully separated subsidiary with rather than white Gulf 

7 vehicles, have pur ple Gulf veh icles, so you ll.new where 

8 t hey were , or whatever, and it have -- being a fully 

9 s eparated ~·.1b, you 'd make that decision 1n a heartbeat, 

10 pretty quick? 

11 

12 

WITNESS BOWERS: Yes, sir. 

COMMISSIONER GUNTER: It wouldn't takP you a 

13 year to make that decision because you'd be !coking on 

14 a week ly basis of cash flow and what have you , and if 

15 nothing else, see, a cash flow would make the decis1on 

16 for you whether t o stay open or not, i ~n 't that right? 

17 WITNESS BOWERS : That's correct. One of the 

18 things in our di scussion with executive management is 

19 tha t we looked at three scena r ios : To keep the 

20 operat ion like it is; to start movinq out of the 

21 buildings that we a r e in, if it ' s b feasible thing to 

22 do f or all COl1Cerned; or to sep.1rate 1t totally. And 

23 that's what we are invest igating right now . 

24 COMMISSIONER GUNTER : But that would for ce 

25 the decision for you, cash flow would force the 
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1 decision for you in a heartbeat? It woul d make t he 

2 dec i sicn for you. 

3 WITNESS BOWERS: I think any pruden t manager 

4 wou ld have t o look at the bottom line and m~ ke a 

5 decision based on the bottom line. 

6 CHAIRMAN WILSON: You sell wh ite goods a,,j 

7 brown goods? 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

WITNESS BOWERS: That's correct. 

CHAIRMAN WILSON: You sell refrigerato rs? 

WITNESS BOWERS : (~ods affirmatively.) 

CHAIRMAN WILSON: Se ll s~oves? 

WITNESS BOWERS : Yes, si r. 

CHAIRMAJ: WILSON : Freezers? 

WITNESS BOWERS: Ye s , sir. 

CHAIRMAN WILSON: Wa s hing machines ? 

WITNESS BOWERS: Yes, sir. 

CHAIRMAN WILSON: Dryers? 

WI 'rNESS BOWERS : Yes, sir. 

CHAIRMAN WILSON: Do you lim i t i t t o certain 

20 brands? 

.21 

22 

23 

24 

2 5 

WITNESS BOWERS: Right now we are no t 

lin i ted, but we look at the best pri c e we can get at 

the volume that we sell at , and c e r ta in vendors prov i de 

certain cost breaks that we take 2 5 \ of the [ Joor spac e 

ana allocate it to them, or take 50\ o f the f loor s p ace 
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1 a nd allocate it to them. We try to l oo k a t the bes t 

2 c ost we can to be competi t ive i n the ma rketp lace. Our 

3 concern is our prices are h igh , and that we 're dotnq 

4 ~verything we c an to negotiate with those vendors , to 

5 see it we can get our prices d o wn. 

6 CHAI RMAN WILSON: Do you sell ai r 

7 conditioners? 

8 

9 

WITNESS BOWERS: Wi ndow un its, yes, s i r. 

r:~IRMAN WILSON: Do yo u sell the -- of the 

10 b r and of the line-- or the brands that vou sell or 

11 appliances, do yol· only se l l the most efficient-- the 

12 ones with the highest efficiency ratings ? Or do you 

13 sell the whole line? 

14 WITNESS BOWERS: We ha ve .l standard i n wht c h 

15 the efficiency ra tings are recomme nded. We have upper 

16 line and then medium-priced line . I th ink o n air 

17 conditioner&, window units, I think it' s a minimum of 

18 7.5 SEER, and I'd ha ve to check tha t to verify t hat for 

19 you, but I belie ve that' s t he minimum i n window 

20 air-conditioner units tha t we recommend. 

21 CHAIRMAN WI LSON: Do you I< now wh.it SEER 

22 rat 1ng -- do you a ll have an appliance d ealer award 

23 s ystem, lil<e some of t he utilities in Flortda do . where 

24 they have r ebates to dealers tor selling ce r~ain kind s 

25 of app licances, heat pumps and air conditioners and 
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that kind of t hing? Do you have a program like that, 

or direct rebate or incentive to customers to purc hase ! 

WITNESS BOWERS : No, sir, not in our 

appliance sales business. 

CHAIRMAN WILSON: So you don't ha~e any ktnd 

or corporate philosophy on sales or appliances that 

limits the kind of a ppliance that you sell t o only tho 

highest th· o nes with the highest eff 1ciency? 

WITNESS BOWERS : Lik e I prev l ously ment1oned, 

Commissioner, is t h at we do have a standard whi c h says 

we ' ll recommend --or we sell and stock efficiency 

h igh-efficiency appl i4nces, but that c hanges. And 1 

think right now our efficiency level might be in the 

medium range to high r a nge. We don't have any l o w 

range. 

CCHMISSIONER EASLEY: You don't have any low 

range that you sell or that. you recom..cend, or 1s that 

synonymous? 

WITNESS BOWERS: That we sell. 

Q (By Mr. Burgess) Mr. Bowers, I'd like t o ask 

a couple ot questions wi ~h regard to Issue 67, the 

Sh ine Against Crime Program. 

Now, a s I read the second sentence, 

specifically the phrase, hBette r uttlization o t 

electr ical plant,• I take that. to be that 1t prov1dcs 

FLORIDA PUBLIC SERVICE COMMI SSION 



913 

1 for sales of off- peak kilowatt hours, and therefore 

2 ~ preads fixed costs across a greater number of un its . 

J De I understand that correctly? 

4 

5 

A 

Q 

Yes, sir. 

So that's one of the principles of th~ Sh ine 

6 Against Crime? 

7 A I believe the Shine Against Crime Program wa s 

8 founded on the conversion of mercury vapor to 

9 high-pressure sodium conversion programs, and the need 

10 to respond to consumers' requests on crime prevention. 

1 1 And the outgrowth of those benefits are, like you just 

l 2 stated , off-peak energy sales. 

Q Now, the other uenef it that you've ment ioned 

14 i s the conversion o f bulbs , is that correct? 

15 

16 

A 

Q 

17 bulbs? 

18 

19 

20 bulb? 

21 

A 

Q 

A 

Excuse me? 

The conversion o f the bulbs, of the light 

Yes , sir . 

I s it a conversion to a more efficient light 

Yes, it 1s. It actually saves 27 kilowatt 

22 hours per mo nth on an 8800 aluminum fixture. 

23 Q Doesn't, ironically somewhat , these two 

24 principles work against one another, o ne being to 

25 encc urage the sale o f more kilowatt hours off peak, and 
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1 the other being to reduce the number or kilo~att ho~rs 

2 sold off peak; that i s ~ithin the same progra m? 

J I'm not mak i ng a criticism of the program, 

4 I'm just -- don' t those t~o ~ork aga inst one a~othcr? 

5 A They both provide an effect to l v~ering the 

6 overall cost to consumers , r e duc i ng k ilo~att hou r 

7 demand and increasing uti l itation in off peak per iod . 

8 Q Well, the -- not to the same group of 

9 consumers, do they? If you're t alking abuut increasi ng 

10 the sales of off-system ki lo~att hours , then you 're 

11 talking about lo~ering the cos t to the e ntire cus tomer 

12 group a~ross all of Gulf's service area, correct? 

13 

14 

A 

Q 

That's corr~ct. 

But then ~hen you lo~er the numbe r of 

15 kil o~att hours sold, then basically you are eroding 

16 some~hat that effect? 

17 

18 

A 

Q 

That's true. 

Is it your position is the position of the 

19 utility that this cons istent with the FEECA 

20 requirements , that there is no incons istency ~ith the 

21 FEECA requiremen~s? 

22 I think ~ith in FEECA, it states the reduced 

23 peak demand and lo~er energy, ~here to do so 1s cost 

24 effective, and I be lieve t hi s i s consi~tent ~ith FEECA. 

25 Q Thank you, Mr. Bo~ers. That's all ~e have . 
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1 CHAIRMAN WILSON: I have t .~ te 11 you, the 

2 first time I noticed that Shine Agains t Cr ime when I 

3 was looking at tho spread &neet, the letters a r e so 

4 small, I thought it said, "Swi ne Aga inst CrimA ." And I 

5 didn't know if you had a special program for p ig 

6 farmers or what. 

7 COMMISSIONER EASLEY: One of the things I 

8 needed to tell you was that some of the citizens' 

9 anticr ime groups have worked with law enforcement t o 

10 increase the Shine Against c rime Program, and perhaps 

11 that's where the involvement gets confusing. 

12 CHAIRPMAN WILSON: That's al~ost too subtle 

13 for this group . "S\.i ne Against Cr ime. " 

14 

15 

16 have --

17 

Al l right, staff, do you ha ve any? 

HR. BURGESS: Instead of guard dogs, t hey 

COMMISSIONER BEARD: What you've got is 

18 increas ed kWh sales t o pig farmers , but you have a 

19 reduced total sales to the gene ra l body of ratepayers, 

20 kind o f subtle shift. 

21 

22 

CHAIRMAN WILSON: On t hat note. 

MS. RULE: I have a question abou t the " Swine 

23 Against Crime Program." Well , the first time I heard 

24 it, Mr. Shine, o f E&G, was explaining it to me , and I 

25 thought this was a p rogram he had spons ored with the 
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Utility. 

CHAIRMAN WILSON: "Shine Against Swine." 

MS. RULE: Never mind . 

COMMISSIONER GUN'"fE.R: Can you imagine what 

it's going to be like a week from Friday? 

CHAIRMAN WILSON: About 8:00 o'clock at night . 

MS. RULE : And we're on Witness No. 20. 

CROSS EXAMINATION 

BY MS. RULE 

Q Are there any new installations under the 

Shine Against Crime pr~ram? 

A Yes, there is. 

Q Wouldn't that tend to increase ott-peak s ales ? 

A Yes, it would. Again, let me point out one 

thing with the Shine Against Crime program, this 1s a 

response, t".gain, to consumers on crime pre·1ention, 

neighborhood watch programs and local law e nforcement 

agencies. It's also been endorsed by the State 

Attorney General's Office as a premier proyram i n c rime 

prevent ion. Tnere is a benefit as a res ult of that 

that our consumers are getting a higher lighting level 

in their yards, their driveways and in parking :=~ Q . 

Q Is it necessary tor the provis ion of electr1c 

service? 

A Yes. 
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:don't think anybody is o t·guinq that lt's a 

2 really nice program, but is it necessary for the 

3 provision of electric service? 

4 

5 0 

A. 

7 our pole. 

8 0 

Yes. We're the only ones allowed to do lt. 

Pardon me? 

We're the ones to allow to do it, connect to 

Yes, but does sponsorin~ the program -- is 

9 s ponsoring tt .., program necessary in Gulf's role ~s a 

10 provider of electrical service? Does it h e lp you to 

11 provide electrical service? 

12 Yes, it has an effect of reJuc inq overall cost 

13 to all of our consumers. 

14 0 Can you provide electrical service withou t 

15 this program? 

16 

17 

18 

A. 

0 

A 

or course. 

Then it's not rea lly necessary, is it? 

It is necessary when the consum~ rs are 

19 requesting that type of service, and we have requests 

20 !rom not o nly residential consumers, but commercial 

21 consumers to evaluate the light1ng nned s of their 

22 res idence or businesses. And as an example, local 

23 ordinances on crime have asked for us to partic ipate 

24 with some of the convenience stores to determine if 

25 their lighting iR proper to meet the loc al ordinanc e. 
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COMMI SSIONER EASLEY: Are you through with 

3 thdt? How old is this proqra~? 

4 

5 years. 

6 

7 case? 

B 

9 

WITNESS BOWERS: Approxi111ately foul o r f ive 

COMMISSIONER EASLE~: Prior to the last rate 

WITNESS BOWERS : Yes. 

COMM: ~siONER EASLEY : What happened t<· it in 

10 the last rate case? 

11 

12 after. 

13 

WITNESS BOWERS: No, no, no , ma'am, it was 

COMMISSIONER EASLEY: Not prior to the la s t 

14 rate case? 

15 

16 

WITNESS BOWERS: It was after --

COMMISS I ONER EASLEY: ~o it 1a s no t considered 

17 in the last rat~ case? 

16 

19 Q 

WITNESS BOWERS: That's correc t. 

(By Mr. Rule) Mr. Bowers, I believe you would 

20 have in tront ot you an exhibit packet. Can you put 

21 your hands on that? Specifically, I'd like to dir ect 

22 you to Exhibit 416 which shoulJ be in yo ur pa c ket. 

23 A Okay. 

24 Q Exhibit 416 contains interrogatory respo nses 

25 or Interrogatorjes No. 196 and 197 , and it appears 
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1 that they should have been one question. 19 6 is a 

2 statement. It says, "Included in Gulf's Standard 

3 Classification of Accounts, is Account 416-2 90 , Sales 

4 Miscellaneous Expense and contains the follm.;ing in the 

5 descriptior. ot this account: 

6 ' ... special exhibitions to demonstrate the use 

7 of appliances for t he pur pose of increasing the sale c f 

8 electric ~ay and the cost of activities such as 

9 those of the Home Economics Department shall rot be 

10 charged to t h is account, but ~hall be charged to the 

11 proper subaccount of Sales Expenses (FPC Account 

12 912).' " 

13 In~errogatory No. 197 requests a detail 

14 description of all charges and dollar amounts 1ncluded 

15 in Account 912 based on the above statement. 

16 And the answer is that, "There are no c harges 

17 and dollar amounts inc luded in Account 9 12 based on t he 

18 statement in Item 196 of this set of in t errogatories. 

J9 Could you t ell me whether there are any cha rges and 

20 dollar amounts r ecorded below the line to record the 

21 expenses des~ribed i n Account 416-290, Sales 

22 Miscellaneous Expenses? 

23 

24 

A 

0 

could you repeat that, Marsha? 

Certainly. The response to 197 says that 

25 there aren't any charges and dollar amounts included in 
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1 Account 912, and I'm wondering whether there are any 

2 charg~s and dollar amounts recorded below the line in 

1 Account 416-290? 

4 A 

5 none. 

6 

No, there is not any -- there is any -- no, 

CO~SSIONER EASLEY: You want to try that one 

7 more time? 

8 

9 Q 

WITNESS SOWERS: There is none . 

(By Ms. Rule) Isn't it contrary to Gulf 

10 Power's own conservation programs and Florida's FEECA 

11 statute to increase sales of electric e nergy ? 

12 

13 

14 

15 

A 

Q 

A 

Q 

No. 

Does Gulf market i t s Good Cents Program? 

Do we market it to consumers, yes, we do. 

Do you market it to other utilities or anybody 

16 else who might use the program ~ n the sam~ way Gulf 

17 does? 

18 

19 

20 

A Gulf Power does not. 

COMMISSIONER GUNTER : Who does? 

WITNESS SOWERS: Southern Elec tri c 

21 International, a subsidiary of the Southern Compa ny. 

22 COMMISSIONER GUNTER: Who developed the Good 

23 Cents Program? 

24 

25 

WITNESS SOWERS : Sir? 

COMMISSIONER GUNTER : Who developed the Good 
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1 cents Program? 

2 WITNESS BOWERS: The Gulf Power Company in 

3 1975. 

4 COMMISSIONER GUNTER : At what tice was -- did 

5 you all -- how long did you run it independently, Gulf 

6 Power alone? 

7 WITNESS BOWERS: Until today in our own 

8 service 

9 COMMISSIONER GUNTER: No, alone. You all 

10 developed it in 1975. How long did it take it to 

11 mature, until the point that it began to be marketed by 

12 your parent? 

13 WITNESS BO\o7ERS : 1982 is when the SEI be c ame 

14 involved with it . In 1981 the Company investigated if 

15 there is a market and invested some money into 

16 determining the package that cvuld be sold to other 

17 utilities. 

18 COMMISSIONER GUNTER: Did you receive any 

19 revenue? 

20 WITNESS BOWERS: Commissione r, I'd have to go 

2 1 back in the records and give that to you. I think 

22 there was an audit in 1987, '8 8, that --by this 

23 commiss1on that went through the Good Cents 

2 4 diversification efforts , and I couldn't tell you the 

25 revenue exactly. I know there wa s some benefit to Gulf 
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I know that Scuther n Ele~tr1 c 

International still owes Gulf Power a certain port1on 

o f dollars tor the original inv~stment in that 

packaging of the Good Cents Home Program. That's all. 

COMMISSIONER GUNTER: Is that a P ongoing 

program? Are they involved in the sales conti nuousl y ? 

Are they still in the program? 

WITN ESS BOWERS: They're st ill 1n the progr· am, 

yes, sir. 

COMMI SS I ONER GUNTER: Is ther~ a d ocument, a 

contract between t he parties, or is there doc umentati o n 

as to laow the auth ority was delegated to g iving UIJ or 

whatever, whatever happened t o allow them to beg tn 1n 

that business? Is there a docume nt that we might 

review or look at to make a determinati on as t o roydlty 

payments, or one thing o r anoth~r? You tllk about an 

audit i n 1987, but this is the f i rst full revenue 

requirements proceeding we have had since 1984 t o 

address, you know, i t' ratepayers are payi.1g through 

rates and conservat ion expenses development of any 

program , and th~t program is r emoved and goes t o an 

affiliate and is be i ng marketed, Where l s the benefi t 

returned to those that provided the funds for the 

development ot the p rog ram ? You unde rstand what I 'm 

saying? 
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WITNESS BOWERS: Yes, sir, but : be lie ve t •• ere 

needs to be a distinction between that that wa s 

provided to our cons umers as energy conservation 

program and that that was packaged and promoted on a 

national basis. The ratepayers do not pay ior the 

packaging and the logo design for the national program. 

COMMISSIONER GUNTER: No, but it 's just like 

selling software, Mr. Bower s . We hear that all the 

time in t Glecommunications, wher~ somebody develops th e 

software, and ~hen you go stic~ it in your computer, 

you buy software from somebody else and stick in your 

~omputer , it's lost its identity, but you still pay for 

it, or the person that develops it s pends the money . 

The on l y s ource of revenue that you and Gulf 

Power have is from revenues that you r ecei ve from your 

ratepayers . Now, we can -- you know, they support all 

those activities. That's the only source of revenue 

you've got . So it's developed there, and think it' s 

not an illogical question for me to ask is , is there a 

contract in which the rights to do that business was 

given up by Gulf to an affiliate? You know, up until 

that t~me if you got it all, lf you developed it, you 

say , "Buzz off, Charlie, we're going to do this 

ourselves. • You understan~ my ques tion? 

WITNESS BOWERS : Yes, sir. 
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contract? 

COMMISSIONER GUNTER: Do we have a signed 

HR. HOLLAND : Yes, you do. 

COMMISSIONER GUNTER: Is it in the record? 

MR. HOLLAND: It's not in the record and I 

924 

think we've provided it at least twice, and maybe three 

times in various investigations that have been 

conducted by this Col!l•oission, and I u.nderstand what 

you're saying. And we also provide~ the significant 

losses that SEI has incurred in a~tempting to market 

COMMISSIONER GUNTER: Well, that didn't help 

me, Kr. Holland. 1 haven't seen it. I'd like to, it 

we could get a copy of it late-filed. 

WITNESS BOWERS: Commissioner, let me correct 

something, .:.n the audit that was done, it was done in 

June of 1989 . It was last year. 

COMMISS IONER GUNTER: June of '89? 

WITNESS BOWERS: Yes, sir. And it was 

conducted by Ms. Lynn Whitehead, a regulatory analyst , 

and I think within that audit there was a letter o f 

agreement in that document. 

COMMISSIONER GUNTER: Okay. If Staff will get 

me a copy of that, there would be no necessity for 

CHAIRMAN WILSON: Who developed that logo that 

goes with the Good Cents Program? Gu l f Power developed 
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J CHAIRMAN WI LSON: You a l l have been usi ng that 

4 f o r a long time? 

WITNESS BOWERS : There wa s two TV l ogos . 

6 Pr ior to 1981 there was a Good Cents logo wi th Re ady 

7 Kil owatts involved in it. 

8 

9 

CHAIRMAN WILSON: Right. 

WITNESS BOWERS: And after that is the 

10 hous e-shaped Good Cents logo. 

11 CHAIRMAN WILSON: Both of whi c h were dro pped 

12 by Gulf Po wer ? 

1) 

14 

WITNESS BOW~: Pardon? 

CHAIRMAN WILSON: Both o f wh ich were dropped 

1 5 by Gu l f Po wer? 

1 6 

17 

WITNESS BOWERS: Yes, s1 r. 

CHAIRMAN WILSON: You a ll ha ve t hose 

18 c opyrighted, I assume ? 

19 

20 

WITNESS BOWERS: Yes. 

CHAIRMAN WI LSON : And part o f t h e c ha r ge f or 

2 1 l i c e n s ing your Good Cents program 1s the value o f that 

2 2 J ogo? 

2J 

2 4 

WITNESS BOWERS: Yes, sir. 

CHAIRMAN WILSON: And pa rt o f t he arg ument, 

25 as I recall, on conFerva t ion c ost r ecovery wa s that 
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I 
Good cento home logo had como to have a sepa rate 

2 meaning among Gulf's ratepayers. And the resident s o f 

J north Florida who had seen that, as 1 rec all, there 

4 were -- there was considerable disc uss1 on about tne 

5 difference between an lndividual advertiaoment and a 

6 full rango or advertiainq program that extendPd o vPr ~ 

7 number or years, so that by the time you got t o t h e e nd 

8 or that you didn't have to put everything that you 

would in the _irst add you put out, you ma y have t o 

l 1 stick that Good Cents logo there and everybody knew 

1. what you were talking about, and knew who yo u were 

1 ~ talking about and what the thrust of the ad was. 

WITNESS BOWE~S: Good Cents is sy nonymous 1) 

l<Q with energy efficiency in our market. I remember that 

15 argument also. 

1 6 

17 logo. 

18 

19 

CHAIRMAN WILSON : So it a cqu i r ~s va lue a s a 

WITNESS BOWERS Yes, sir 

COMMI SSIONER BEARD: You all dldn't copyright 

20 Ready Kilowa t t? 

21 

22 

WITNESS BOWERS No, si r. 

COMMISSIONER BEARD· Just i~ association Wlth 

2J the program? 

2 4 

25 

WITNESS BOWERS: Pardon? 

COMMISS IONER BEARD: You just used thdt as 
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part of a logo that you felt -

WITNESS BOW ERS : Right . The "cents" mark 

and "Good Cents Home" name was copyrighted but not the 

Ready Kilowatt part of it. 

MS. RULE: Commissioners, are yo~ done with 

that line? 

CHAIRMAN WILSON: Go ahead. 

Q (By Ms. Rule) I'm sorry, Mr. Bowers. Could 

you provide as • late-tiled exhibit, which I believe 

would be 576, a copy of the contract between Gulf an~ 

SCI, and inc lude wi th ~hat the audit you referred to, 

and a schedule of any compensation recPived by Gulf? 

A Yes, I will. And, like I prev~ously said, 

it's a letter of agreement, so I will provide that. 

Q 

CHAIRMAN WILSON : 576? 

MS. RULE: Yes, sir . 

(Late-Ziled Exhibit No. 576 1~entitied.) 

(By Ms. Rule) Mr. Bowers, with regard to 

Issue 68, Gulf has projected $687,000 tor econom i c 

development expense in the sales function tor 1990. 

In your testimony you state that -- and this 

is at Page 40 -- ~Gulf Power has identified the ne ed 

for, -"nd has committed resources to communiti' 

development, and not just generating economic y rowth. 

These activities, if successful, wi l l be mutually 
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1 beneficial to all ratepayers, society as a whole, and 

2 the Company." 

J Are there community development organizations 

4 in your service area? 

5 

6 

A 

Q 

i'es, there are . 

Would those community developme nt 

7 organizations be doing roughly the same function that 

8 you've described at Page 40 of your testimony? 

9 A No, they do not. The distinction between a 

10 Chamber of Commerce or Economic Development Council 

11 that exists in a commun i ty is one that strictly 

12 recruits industry. Ours is to evaluate that 

1) communi t y's i n frastructure needs; determine what' s bes t 

14 for that community, as far as if there is growth going 

15 to occur what kind of growth would be beneficial t o 

16 that market; understand the unemploymP.nt rates ; the 

17 demographics; what makes up the labor force of that 

18 community; what's the transportation needs o f that 

19 community . 

20 So that's what community development i s al l 

2 1 about . In our training we have a program c alled 

22 "Building Energy Economic Strategies Together," where 

23 we train the bus i ness leaders of tht: community or. 

24 r ecogniz ing their strengths and weaknesses , and what to 

25 do to be involved in economic development. 
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Q Doesn't your testimony indi~ate that tne 

communities themselves are responsibl e for prov i ding 

the actual benefits, or inducements, for expanding 

businesses? 

A They do. 

Q On Page 42 of your testimony you sta~e that, 

"Nor thwest Florida would continue to grow if Gulf was 

not involved in economic development, but that there i s 

a greater risk t'.at the growth would not strengthen the 

economy or be beneficial to ratepayers." Can you 

explain what you mean ty that? 

A Yes, ma'am. 

Growth is going to occur. But, depending on 

the economic foundation of that community, if we br i ng 

in, or if a community brings in a company that pays low 

wages, $4 a hour wages, what impact will th a t have on 

that community, as far as its infrastructure, if it's 

basing the taxation base of doing roads, sewage 

treat.ment plants, and those type of things o n the 

average income o f $8 per resid~nt. And that would 

deteriorate that community's well being. 

Q Why is 1t Gulf's funct ion to direct that kind 

of development inste'd of leaving it to the 

communities? 

A We're involved, not directly, but we're 
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1 involved in that process. 

2 Q Why is it Gulf' s function to spend, 1o1hat is 

J it, $687,000 being involve d in that process? 

4 A Because we get involved in the design of the 

5 plants; we're inv olved in the c ommunication linl: to 

6 under s tand what growth i s going to occur. I t's very 

7 important from our perspect i ve that we get informed, 

8 up-front, it' growth '3 going to occur that we' r e 

9 involved in it. It' we can manage that growth better, 

10 and inform that energy consumer of the future how to 

11 more appropriate l y use our product, I think e verybody 

12 is better off. 

1J One of t he p o ints you have to recognize is 

1 4 we're losing businesses in northwest Florid a. We have 

15 the threat of losing military installatio ns. We ha ve 

16 the threat of maj c r companies leaving n o rthwest 

17 Florida. Panama City is one of t he highes t 

18 unemployment rates in northwest Florida. 

19 I th ink it's important for us to oe involved 

20 and be a partner with the communities w~ serve energy 

21 to. And so do tney. I think in my test imony one o f 

2 2 the number one items in my exh ibit, from a survey that 

2J we have done , that economic development wa~ impor t a nt 

2 ~ to our consume r s. 

25 Q Isn't northwest Florida one o f the highest 
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growth areas i n the United States? 

A No. 

Q You state on Page 4 ) of your test imony that, 

"Gulf wants to be in a position to assist in the 

management ot growth so t hat our communities and 

rat~payers will receive lasting benefits with a minimum 

of risk." 

Can you t - ~1 me why p roviding assistance in 

growt h manag ement is necessa r y to the provision of 

e lectr ic ser vice? 

A Load management, reduced peale demands. we 

work with the industry, we spread Ol!t the energy usage 

that it wou l dn't impa ct considerably on peak demand . 

Q Load management s eems qu i te a bit di fferent 

from communi ty development that you're s peaking of, 

does it not? 

A No, ma'am. That's the process . Community 

developmen t is an all-encompassing process where we 're 

working with commun ities hand in hand, and working with 

the indust ries that are looki ng at a speciftc community 

to place a plant. 

Q Do Gulf's economic development activities 

foster incr eased sales of electri ci ty? 

A Yes . (Pause) 

Q Mr . Bowers , tn your tes timony, I bel ieve it's 
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1 on Page 15, you state that, "Growth in peak demand is 

2 due to customer growth and not marketing of 

3 ele=tricity." I'd like to direct your atte ntion to 

4 Exh t bit 44 5 , which you should have in front 0 ! you. 

5 (Pause) Do you have that now ? 

6 I'd like you t o speci fically to look dt ~age 

7 7 of the exhibit. (Pause) And I believe that page 

C shows that certain promotional programs Gulf had in 

9 place in 1987 i ncreased peak demand by 4, 835 J<i lrn•atts 

10 in the wi nte r , and inc reased kilowatt-hour sales by 

11 1 , 787 , <25 kilowatt hours. 

12 Now, was not t hi s answer g iver. in response ~ o 

13 the ques t ion regarding how much demand and e ne r gy 

14 i ncrease j as a result of certain progra ms? 

15 

16 

A 

Q 

17 programs? 

18 

19 

A 

Q 

That's correct. 

So then you do attribute that i ncrease t o the 

Yes, I do. 

The item also i nd ica t es that the prog r ams are 

20 not going to be of f ered i n 1990, is that co•·rect ? 

21 

2 2 

A 

Q 

Those speci f ic programs, that i.s correct. 

Gu lf' s Good Cent s Incent i ve Program will be 

23 offered i n 1990, wi ll it not? 

2 4 A As def i ned in 1990 , that's correct . 

:s Q Ca n you tell me the difference be twee n those 
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l programs and the Good Cents I ncent i ve Progra~? 

2 A Within this an s wer there is a spec i~ic 

J question related to payi ng of rebate s , u r pay1ng ot 

4 IPOints t hrough the incentive program, where points were 

5 allowed for changeout of other fuel sou r ces i~ ~ 

6 residential structure. And based o n the Good Cents 

7 Incentive Program that is be i ng filed wi th this 

8 Commissi,n, and through the i nterroga tor y process, 

9 the re is no distinction on f uel source . 

10 

11 

Q 

A 

Par'ion me? I d idn't hear your l ast sentenc e. 

There is to disti nction on fu el source and 

12 rel a te it to the po i nts a ttributabl e to a hangeout. 

1) Q Are points awarded no ~atter what the 

14 prev i 0us fuel source was? 

15 

16 

A 

Q 

That is correc t. (Pause) 

I t seems, then, that it 's the same type of 

17 program, still offers the po i nt b , is that correct? 

18 A Still offers points, out there i s - - no 

19 matter what the fuel source is , it o ff ers poi nts for 

20 high-efficienc y air conditioning; it offers po . nts t o r 

:1 heat recovery devices on water heating; 1t off~rs 

22 points f or h eat pumps. This question asked 

2J specifically, in wnole o r part with natural gas, fo r 

i4 the years '86, '87, '88 and '89 and pro jected '90. 

2 5 Q I'd like you to look at Exhibit 4 7 0, whi ch you 
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1 shou l d also have in front of you. (Pause, 

2 Befor~ we go to that, Mr. Bowers, did your 

3 prior programs only allow points for changaeouts rrom 

4 gas to e l ectric? 

5 

6 

A 

Q 

Repeat that, Marsha. 

Did your prior progr~ms only allow po i nts fo r 

7 changeouts from gas to electric? 

B 

9 

A 

Q 

No, it did not. 

Going to Exhibit 470, it's a rather lengthy 

10 exhibit and I've marked some of t he pages in your copy. 

11 I'd like to direct your attention to Page 55, which 

12 contains an interrogatory response dealing with cost 

13 effec tiveness of the Go~1 Cents New Home Program. Do 

14 you see that? 

15 

16 

A 

Q 

Yes, ma'am. 

on that page, there's a ~able. Anu listed in 

17 the upper left-hand corner is peak reduction per 

18 customer, . 4 kilowatts. Could you tell me how tha t 

19 figure was calculated? 

20 A Yes, I would. That .4 kW was c a l c ul a ted on 

21 u o ing an energy simulation program term~d Re sidential 

2 2 Building Energy Program that simulated and all-electric 

2 3 code house v e rsus a Good Cents optimum energy effic ien t 

24 house, and the result be i ng . 4 kW and 105 2 kilowatt 

2 5 hours red uction between that. 
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0 Were any post- installatio n ir1spect ions done 

to verify the reduction number? 

A Not load research. But we do have MRS, whi ch 

is Marketing Reporting System Data, that provides us 

information on what is being built and what's being 

installed in Good Cents homes and wha t is being 

installed in nonGood Cents homes. We do have that typ~ 

of data, but we do not have load research data. That 

was at issue during the ECCR he~r ings re lated to Good 

Cents homes. 

0 Can you tell m~ how you calculated the kWh 

reduction per customer, which is listed as 1052 kWh ? 

A The difference bet·.,een the two homes? 

0 Would you take a look on Page 64, wh ich has 

also been marked in your exhibit ? Yo u see similar 

information for t he Good Cents h0 me improvud. And 

you've l isted 1.05 kW peak reduction per customer and 

3,746 kWh reduction per customer. How did you reach 

these f'1guras? 

A Again, residential build1ng e nergy program, 

energy simulatior1, that provided this data. Let me 

point out, the RBEP program has been approved by DOE, 

Oak Ridge National Laboratories, and other third party 

entities as a recognized energy management simulat1 o n 

program. And this is where we got these kW and 
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1 kilowatt hour reduction numbers from, usi ng an all-

2 electric home to our Good Cents home improved 

3 standards. 

4 CHAIRMAN WILSON : Is that winter peak or 

5 summer peak? 

936 

6 WITNESS BOWERS: That ia summer peax, we're a 

7 s~mmer peaking utility . 

8 Q (By Ms. Rt :e) Is any computer simulation for 

9 building pertormanct:l really accurate? It i s, aft e r 

10 all, simulation, is it not? 

11 Ye ah, but it' s a recognized simulation progr a m 

12 t .hat 's been approved tor audits in other energy 

13 simu l ations that this Commission requires us to d o . 

14 Q But you've also said you've conducted no 

15 post-installation audits that would allow you to test 

16 the ass umptions in your simulatio n. 

17 A That's correct. But with post research, load 

18 r e search data, you'd have to inflect lifesttle i n to 

19 that data. Nothing' s exact. This simul~ tion's 

20 probably better than some of the load resea r ch d a ta we 

21 probably could get . 

22 0 On each of those two t a bles we disc us sed on 

23 Page 55 a n d again o n Page 64, there's a c i stribution 

2 4 c ost listed. Do you see those? 

25 Yes, I do. 
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9 3 7 

Why do you feel it's appropriate to include 

2 distribution costs in the cost-effectiveness test when 

3 the distribution lines would be there with or without 

4 these programs? 

5 A It's a reflection of transformer size, 

6 differentiation betwe~~ the hiqher required kW on a 

7 residential structure versus a Good Cents structu~e. 

B This data was provided to us by System Planninq in our 

9 organization to inflect and to be put into the 

10 cost-effectiveness runs. 

ll Q In each table, you've i ncluded an inservice 

12 year for avoided , I believe it's generation, 

l3 transmission and distribution facilities. For the Good 

14 Cents home new, it's y~ar 11, and Good Cents home 

15 improved, it's year a. How did you reach those years? 

16 A It depends on the year these were done . I 

17 don't have that date on this, this interrogatory 

1B response or this exhibit. But it reflects the year it 

19 was done. 

20 Q Well, recent filings in your Company's 

21 conservation plan show the next generat1on edition in 

22 1996. How does that relate to thP i nservice year in 

23 these tables? 

24 A £xcuse me tor a second. It you would gv to 

2S that Page 64, the base year for this run was 1988. And 
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1 inservice da te was eight years, which wou ld make it 

2 199f. Okay. On the Good Cents home, t he base year wa s 

J 1986, which at that point it was 1997 for the c apacity 

4 to come into service in our ser vice territory. 

5 Yeah, you also recognize, too, on Page 55 the 

6 avoided cost of capacity is $375 o n the Good Cents 

7 Program a nd $301 on the Good Cents improved. 

9 

10 

Q Wh ich means what ? 

A 

Q 

Which means the expansion plan changed . 

Have the assumptions and the simulation 

11 changed since the base year of these programs? 

12 A The basic assumptions of the house itself has 

13 not changed in the terms of energy efficie~cy levels o~ 

14 what we were comparing against. 

1 5 Q I would also like to direct your attention in 

16 that same exhibit to Page 61. 

17 A One thing I'd like to point out on all these . 

18 You never mind, they're all cost-effectiv•! and r 

19 th ink you're going to that now. 

20 Q I'm not s-.Jre if I understood you. Were yoll 

21 going to continue a response? 

A Well, my point is that both vf these are 

23 cost-effective based on this evaluation, this 

24 cost-effectiveneoo run as approved by this Coi!Uilission. 

25 And apparently yuur follow-up question is going to go 
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1 to those categories which prove tha t ~hey are 

2 cost-effective . 

) Q Well, I am rather interested i n that, as a 

4 matter of fact. If you look on Page 61 , "All ~ustomer 

5 Benefit" i n Column 7? 

6 A Yes, ma'am. 

7 Q What yoar do we start s how i ng a positive 

B benerit? 

9 

10 

A 

Q 

Year ll. 

Could you explain that column, please? What 

11 does it indicate? 

12 

13 

A (Pause) Marsha, I'm going to get basic with 

this, I'm not going to get into the det,sils. I'm no t 

14 real familiar with t~e details of this program. But 

15 what that column illustrates is the benefits of us 

1 c avoiding cvuts, kW and kilowatt h~urs, in Column l, 

17 against our costs. And what benef its is it provid ing 

lB to all ratepayers in Gulf Power serv ice t erritory over 

19 the life of t.his program, which is 1 throuqh 21. It 

20 provides a net present value of $4,000,010 . 

21 Q So •hen you say that Column 7 ind icates a n 

22 all customer benefit 1n year ll, what does that rea lly 

23 mean? 

24 A In Column 2, you'll notice that t he costs 

25 stop in year 11, the benefits continue of this program 
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through the year 21 . So t he consolidated co l ••:nr. of 

Line 7 is givi ng you the value to all ratepayers fo r 

th ! s a c tivity i n t he marketplace. 

Q But bas ically, all customers will be pay ing 

for the program for years 1 through 10, yet all 

customers wil l not be receiv i ng a bene fit ur at il year 

11, is that correc t ? 

A A net benefit, that' s correct. 

Q Is Column 7 presented on a cumu lative ne t 

present val ue basis? 

A Yes . 

Q Are you saying that the total for that column 

is, or is presented on a cumulative net present 

value basis, or that the amounts indicated !or eact. 

year would be also on a cumulative net present va lue 

basis? 

A Agai n , Marsha, I have to get into the 

detail s , which I ' m not real fa Miliar with. But I 

believe it's cumulative on a ne t present value on a 

year-by-year basis. 

Q Who would you have to chec~ with to rind ~hat 

out f or sure? 

A Duncan Bushardt, who is a witness i n this 

hearing. 

Q Could you please c heck with him so we cou l d 
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1 talk about this again on rebutta l ? 

2 

) 

A 

0 

Sure. 

And basically, the in f ormation I ~ould ~ant 

4 ~o kno~ also deals ~ith the other pages 1 have marked 

5 and ho~ those tables are presented. 

6 A This , let me reflect. Thi s is a program 

7 ~ritten b y the Co=mission that ~e run t o determi ne 

8 cost-effectiveness of programs. We j ust inpu t the 

9 numbers, the values, associated ~ith the be ne f it o f 

: o those programs, the .4 kW, the distr i bution costs anrl 

11 those type things. 

12 our response is that the Co lumn 7 o n Page 61 

1) ne eds to be positive to sho~ a positlve bene fit t o all 

14 participating customers. Like~isP, on Page 63, ts lt 

1 5 positive to the participant, the cost benef1 c1al 

16 participant? And then the re i s on Pag~ 62, lS It 

17 bon~ticial to the s ociety of F lorida? And they'ro all 

1 8 showing positive numbers on a cumulative basts over the 

19 21 yea r 8 . 

20 And I think in the FEECA standards, rules 

21 state that w~ have demonstrated is it cost · a f!e~ttve to 

22 all participating -- to a l l ratepayers . Is it 

23 c ost-effective to all ratepayers? And I thl nk this 

24 program and what you're going through dem~nstrates that 

25 it is. 
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1 Q Can you explain the difterence between 

2 e ssential customer services and ene rgy education? 

J A Okay. Within essential customer ser¥ice, and 

4 that's more of a nomenclature of accounting, a 

5 capturing of specific expenses related to information 

6 on rate comparisons, preparation, ~onitoring the O&M 

7 budget, development of the inputs necessary !rom the 

8 field to develop our kilowatt hour and revenue 

9 forecasts, travel expenses associated with meeting with 

10 the Florida Public Service commission, Florida 

11 Coordinating Groups and others. It also has $131,000 

12 in the advertising for safety, that's included in 

13 essential customer ~ervice. 

14 Energy education is speci f ic conservation 

15 energy efficiency education directed to adults and 

16 school-aged children. There' ~ 161, 000 ot th~ 42 5 1n 

17 labor, 66,000 in advertising, and 188,000 i n material s 

18 and supplies, which make up booklets and broc hure s 

19 related to energy efficient products, installation 

20 recommendations, heat pump brochureb, water heater 

2 1 brochures an~ such to provide to ai l consumers. Also 

22 booklets and brochures in energy education that ar e 

23 provided to school childr en in the fourth, s ixth a nd 

24 ninth grades on educatLng them about enP.rgy 

25 consumption, en~rgy produc tion and energy effic iency. 
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1 Q Mr. Bowers, you mentioned earlier so~ , 

2 differences between the Good Cents and --

J 

4 

CHAIRMAN WILSON: Are you changing subjacts? 

MS. RULE: On t o Good Cents Incentive, if you 

5 want to carry on with this. 

6 CHAIRMAN WILSON: No, I want to take ~ break. 

7 Why don't we do that and come back in about ten minutes . 

8 (Brief recess .) 

9 - - - - -

10 Q (By Ms. Rule) Mr. Bowers, I'd like you to 

11 take a look at Page 70 ot Exhibit 470. 

12 

lJ 

A 

Q 

Would you repeat that? 

Page 70 of Exhibit 470. And earlier we we re 

14 discussing whether Column 7 showed a c umulat ive net 

l5 present value. 

16 If you look at the bottom of the page on the 

17 left-hand side , there are two lines, or two 

18 indic ations, one says "Nominal Total," i s lhat correct? 

19 

20 

A 

Q 

That's cor r ect. 

So that can't be a cumulative net present 

21 value, is that correct? That's a nominal value. 

22 

23 

A 

Q 

That's correct 

And below that it says "Net Prese:. t Va lue," 

24 but that's just the total i ndicated there th a t's the 

25 net present value, isn't it? 
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That's cor rect. 

So that the l i nes, each of the years, one 

3 through 21 , a r e not i~dicated as net present value, ar e 

4 they? 

No, they are not ; they are nom i nal. 5 

6 

A 

Q Okay . And, in fact, all the tables that are 

·; set up in t h is fashion are nomina l value in t.:-J.at co l umn 

8 rather than net present value. 

Thank you tor correcting me on that. 9 

10 

A 

Q And if you were to list the net p r esent value 

11 on all those columns, the pay back would be much 

12 longer, wouldn '~ it? 

A I couldn't tel l you that. I don't l<now. 

14 really don't know . 

15 Q Going bacl< to the Good Cents Incentive 

I 

16 Program, you s t ated that the program ha s been changed. 

17 could you te l l me what types of incenti ves were 

18 origin ally dist ributed for this program? 

19 A Poi nts were awarded for installation o f hig~ 

20 efficient equipment and Good Cents homes, and those 

21 points were redeemabl e tor adve rtising , merchandising 

22 or trips. 

23 0 And what types of i ncen t ives ar e currently 

24 offered? 

25 A Advertising, merchand i sing or trips. 
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1 0 How are the costs for these incentives 

2 recovered? 

3 A For the $~J,OOO at issue in I ssue 62, $ 25 , 000 

4 is contained in the Good Cents Home program, and 

5 $25,000 is contained in Technology Transfer. 

6 

7 

0 

A 

Pardon me? I didn't hear your last answer. 

$25,000 ot it is contained in Technology 

8 Transfer, or contained within Issue 100 . 

9 0 Going back t o t he Gooct Cents progr ams we were 

10 disc u ssing earlier, programs c how fairly long payback 

11 periods on an individual basis. What do your energy 

12 auditorR tell customers who participat~ in these 

13 programs about their qa vings? 

14 A Our 9nergy auditors prov ide energy analys1s 

15 of the feature that is recommended for that i ndividual 

16 structure. And an economic ana'ysis i s provided to 

17 that individual. Some features might have a payback of 

18 two to three years. Some might have a payback of 10 or 

19 11 years . But on a consolidated basis , a residential 

2 0 s tructure can be improved with several features and it 

21 might have a payback of less than several years. 

22 0 Is the information given to the customer on a 

2J nominal basis or a cumulative net present value basis? 

24 

25 

A 

0 

Nominal on c ivll payback . 

I'd like you to take a look at Exhibit 443, 
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which should be in your packet. (Pause\ 

okay. 

1 

2 

J 

A 

Q Exhibit 443 contains Interrogatory No. 86 and 

4 requests som~ information about a 1987 Governor's 

5 Energy Award-Winning Project located in Gulf's service 

6 territory. And specifically the interroga tory 

7 requested the question was, "Has this building been 

8 certified as a GonA Cents building? Who are the Gulf 

9 employees who are involved with making this 

10 determination?" 

11 Could you provide the answer to that quest ion 

12 or those questions? 

lJ A 

14 response. 

15 Q 

16 please? 

17 

18 

A 

Q 

19 certified? 

20 

21 

22 

A 

Q 

A 

We have provided it in the interrogatory 

I'd like you to put it into the record, 

Would you like me 

You don't have to read it. Was the building 

No. 

Why not? 

Because it did not meet our Good Cents 

2J standard as defined in 1984-85 . 

24 

25 

Q 

A 

In what way did it fail t o mee t standards? 

As implemented in the fi e ld, i t f al led not 
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1 thermally, but on equipment standards; it had gas h~a t 

2 in it. 

J Q So it wasn't certified Uecause it had gas 

4 heating, is that correct? 

5 A That's the way t he program was filed with 

6 this Commission under ECCR. It was later rE'v ised i.1 

~ 

' 
1985 to reflect the changes as requested by this 

8 Commission to certify gas source heat. 

9 Q Did C~lf otter to go back and look at the 

10 building again and certify i t under the program as it 

11 was c hanged? 

12 A I'm not aware of any other contact with the 

• 13 

14 

building owner . 

Q It appears, then, that from the beginning of 

15 the Good Cents program, Gulf was attempting to or 

16 actually did eliminate gas from the program, is that 

17 correct? That is, the mere fac t that a bu i ld i ng wa s 

18 heated by gas and even a small part would eliminate it 

19 from the Good Cents program. 

20 Not in all Good Cents programs. In this Good 

21 Cents Building Program, as implemented, it was without 

22 recognition of gas as a heat source. On Good Cents 

23 regular -- Good Cents Residential Programs, both could 

24 be qua lit ied . 

25 Q Would you please look at E~hib it 44 5 . 1 ' Ul 
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t sorry, 447 . 447 contains some adverti s ing that ' 'd 

2 like you to take a look at. 

) CHAIRMAN WILSON: That's ~xhibit number whut? 

4 MS • RULE : 4 4 7 • 

5 Q (By Ms. Rule) I'd like to you take a loor. a 

6 Paqe J of the exhibit, the adve rt isement says, "Fact: 

7 Every year a Good Cents home costs $158 less than a gas 

8 home." 

9 By lo· ~ing at that advertisement, Mr. Bowers , 

10 can you tell what the basis fo r compari~on is? 

11 A First, I'd l ~ke to point out thi s was a 

12 response to advertising that was going on in our 

13 service territory t hat was somewhat misleading. And 

14 our field troops , our reps and our supervisors in the 

15 field requested a response because con s umers were be1ng 

16 misled. 

17 The ba&ics for these sav ings, or th e actual 

1 8 gas cos t of that community, whichever -- I don't kno w 

19 where it is, compared to a Good Cents stanc ard, using 

20 the Code standdrds of R-JO wall insulation, doubl e -pane 

21 i windows to our Good Cents standards . Using those 

22 la ctual costs in that community with the gas suppl1ed 
oi 

24 

versus a heat pump supplied house, the net savings were 

II $15B . 

25 Q Were the homes that you wore comparing 
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No, they were not. 

In fact, in Exhibit 445, on Page 18, there is 

4 a complete description of the energy saving features of 

5 the Good Cents and gas homes used in s ome of the 

6 a dvertising, is that correct ? 

7 

8 

A 

Q 

For these tact ads . 

And, in fact , the Good Cents home as attic 

9 insulation of R- 38 versus R-30 insulation for a gas 

10 home, is t hat correct? 

11 

12 

1 ) 

14 

A 

(J 

A 

Q 

Marsha, in our Exhibi ~ 445 . 

Yes, on Page 18. 

Would you restate your question ? 

Looking at th< res ponse provided to the 

15 interrogatory, regarding the complete d escr iption o! 

16 the e nergy saving fea t ures of t he Good Cents and 

17 comparison gas home, it shows that the Good Cents home 

18 ha s a tt i c i n s ulation of R-38 versus R-30 insulation for 

19 the gas home, is that correct? 

20 A That' s correct. Tha t reflects what' s being 

21 promoted in the marketplace. 

22 

23 

Q 

A 

Pardon me? 

That ref lected what wa s being promoted in the 

24 marketplace. 

25 Q And wall insulatior. of R-19 is shown !or the 
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1 gas home -- I'm sorry, for the Good Conls home ver~us 

2 R-11 ot th~ gas home, is that correct? 

3 

4 

A 

0 

That's correct. 

Perimeter insulation of R-5 1s listed for the 

5 gas home and none is listed -- I'm eorry -- R-5 is 

6 listed for Good Cen ts and no perimeter insulation is 

7 listed for the gas home, i~ that correct? 

8 

9 

A 

0 

That's correct. 

Would these factors alfect your advertising ; 

10 that is if they were exactly ~he same, would the Good 

1 1 Cents home still cost $158 less than the gas home ? 

12 

13 

A 

0 

It would cost less but it wouldn't be $158. 

The interro,atory response also lists the 

1 4 Good Cents hom~ as having . 5 air exchanges per hour, 

15 whil e the gas home has .7 5 air exchanges per hour. 

16 Would that also make a differen~e in the ~ost? 

17 That affects the Btu gain or the structure. 

18 Yes, it would. 

19 0 For the heating ventilation and 

20 air-conditioning equipment, could you ~xplain to me 

21 whether those are exactly comparcble? 

22 A The sizing of t .he HVAC system, as ret l e cted 

23 in this interrogatory response, shows a proper- sized 

24 home with 18,000 Btus, air conditioning on lhe heat 

25 pu~p, versus a 24 two-Lon unit on the gas home. That 
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1 is reflecting of the heat gain of that structure and 

2 that's proper, approximately proper, for that 

J structure. And they both have nine SEERs, as far as 

4 efficiency rating. 

5 Q 

6 correct? 

7 

8 

9 

10 

11 

A 

tight. 

0 

A 

0 

But a larger unit on the gas home, i~ that 

That's correct because the envelope is not as 

Would that also affect the cost comparison? 

Yes, it would. 

Where is that indicuted in the ad on Page 3 

12 of Exhibit 447? I believe Page 4 also went with that. 

13 And there is a disclaimer at the bottom of the page 

14 which says, " Costs shown are based on current electric 

1 5 and natural gas rates as ot 10-88 in a 1,456 square 

16 foot house with" - - let's see, I ~lieve it's with a 

17 family of tour, "a heat pump of 9.0 SEER and an 

18 equivalent gas furnace with a 70\ AFUE." 

19 That's the only disclaimer. Does this lead 

20 one to believe that in other respects the houses are 

21 exactly alike? 

22 A No. Because what we're advertising is a 

23 Good Cents home, which like Commissioner Wilson was 

24 alluding to earlier, is synonymous with high-energy 

25 efficiency ratings. 
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1 Our program, which is promoted, is one that 

2 n~timizes efficiency in new residential structures, and 

3 wnat was being promot ed was minimum efficiency i n 

4 gas-using equipment. 

5 Q Where is t.hat indicated on your 

" advertisement? 

7 A I t is not. 

8 CHAIRMAN WILSON : If on e xhibit -- we're 

9 looking at Exhibit 162, is that right? 172? 

10 

11 

MS • RULE: 17 2 • 

CHAIRMAN WILSON: Is t hat where those 

12 calculatinns are? 

lJ 

14 

MS . RULE: No, that's on Exhibit 44 5 . 

CHAIRMAN WILSON: Okay. I thi nk it ' s 

15 proba bly the same thing. 

16 MS. RULE: It may be. I nterrogatory 4 5 . 

17 Staff's Second Set. 

18 

19 

CHAIRJ-tAN WILSON: Same thing. It' the values 

for insulation and attic wall what is that duct? 

20 What d oes that mean? I mean, what does that number 

21 mean? 

22 WITNESS BOWERS: That's the duct system i n 

23 regards to insulated -- the R-value around the duct 

24 system . 

25 CHAIRMAN WILSON: 4 .2 i n sulated around the 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

duct? 

WITNESS BOWERS: Yes. 

CHAIRMAN WILSON: And the perimeter , R-5, 

what is that? 

953 

WITNESS BOWERS: That's perimeter insulat1on 

on slab where the thermo sheeting is put down below the 

slab level. 

CHAIRMAN WILSON: Okay . You said the reason 

yo~'d have to use a 24,000 Btu air conditioner was 

because the envelope wasn't as tight on the gas hom•? 

WITNESS BOWERS : It will reflect the Manual J 

calculation. 

CHAIRMAN WI LSJN: Does that tell me that if 

you have the sa~e values for attic wall perimeter, ~hat 

it would change the size of the gas pump? Change the 

size of the HVAC equipment for the gas home? 

WITNESS BOWERS: That's correct. 

CHAIRMAN WILSON: And do you know what those 

numbe r s would turn out to be it you put a gas -- an 

appropriately-sized equivalent with gas into a Good 

Cent t home, otherwise Good Cents home? Do you 

understand my question? 

WITNESS BOWERS: Yes, sir. What you're 

asking is put the theru3l features the same. On 1y 

comparison chanses that you have is have a gas heating 
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1 system in the same size HVAC air-condit ioning syst-:m 

2 with th~ same SEER 

) 

1 

CHAIRMAN WILSON: Uh-huh. 

WITNESS BOWERS: what the numbers we r e. 

5 In my r ebuttal testimony I've attached 

6 CHAIRMAN WILSON : Okay. I'm sorry. I hadn't 

7 read that yet. Is that in there? 

8 WITNESS BOWERS: Yes, sir. We d id that 

9 compar ison. I think, in t he ta l: rule that ques tion 

10 also wa s raised and we provided that --

11 CHAIRMAN WILSON: I'll wait unt i l you get 

12 back or rebuttal. 

lJ WITNESS BOWERS : One point on the gas home is 

14 what Fl orida Model Energy Code is asking for, t hat 

15 would qualify under the Code. 

16 Q (By Ms. Rule) I'd lik~ t o direc~ your 

17 atten t ion next to Exhibit 441. Exhibit 44 1 i s Gulf's 

18 Response to I.1t erroqato ry No. 1 JO from Staf f's Eight~ 

19 Set of Intecroqatories. 

20 COMMISSIONER GUNTER: Excuse me, Counsel. 

21 Are you leaving t he e l ectric and gas --

22 

2.) 

24 

MS. RULE: Yes, si r . 

COMMISSIONER GUNTER : k1nd of Situati on ? 

Before we do that , could I j nqutre Jus t a 

25 couple ~ (Pause) 
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l On Page 52, Issue 104, Mr . Bowers, it I could 

2 inquirP just tor a moment. 

WITNlSS BOWERS: Yes, sir. 

4 COMMISSIONER GUNTER : The promotion film, 

5 that's pretty well done. I saw it two or three times. 

6 So it's not without some knowledge that I have, t hat [ 

7 saw it . 

8 Is there any liability ongoing with that, 

9 with that film? ~n other words, were there any 

10 royalties paid tor -- you know, those moveies are 

11 copyrighted? 

12 

13 

WITNESS SOWERS: None. 

COMMISSIONER BEARD: There's no, the film 

14 m.a.k.ing people ciidn't ever get on you all's case about 

15 that? 

16 

17 

WITNESS BOWERS: Yes, sir, they did. 

COMMISSIONER GUNTER: What did you all do, 

18 just tdll them you had quit? 

19 WITNESS SOWERS: They said, " Cease and desist 

20 and de~troy all copies." 

21 COMMISSIONER GUNTER: Okay. There may be o ne 

22 in existence. 

MR. HOLLAND: You may have one, we Llon' t have 

24 any mot e. 

25 COMMISSIONER GUNTER: No, no, that' s what I'm 
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talking about. It may be in the Commission build 1ng 

2 somewhere. 

J KR. HOLLAND: Show it at your o wn risk. 

COMMISSIONER GUNTER: Okay . (Laughter ) It 4 

5 wasn't that good. It was good but it wasn't that g ood . 

6 COMMISSIONER EASLEY: That'a ca~led a 

7 disclaimer. 

8 COMMISSIONER GUNTER: As I read the Company' s 

9 position in here, I go down to -- exc use me , go down to 

10 105. And I reau 104 and 105 tvqether and i sort of gat 

11 the impression that even thoug h t~ose are not -- the 

12 money tor these is not included in th is rate case, I ' m 

lJ somewhat a li ttle disturbed in think ing that Gu l f dl ~ 

14 not know at the time the Gas Busters T-shirt -- and , by 

15 the way, I got one o! those, too -- the Gas Busters 

16 T-shirt or the film was made, that the Commission had 

17 not spoken ~nd had not addressed ~ny conservation 

18 efforts being source neutral. Isn't that your pos 1t 1o n 

19 -- isn't that the Company's position on these two 

20 issues? 

2 1 A I think our position i s that - · a nd we've, 

22 think, addresAed this with the Commissiun before 

23 that maybe these were inapproprJate respo nses t o th 1nqs 

24 that were occurring in our marketplace. But we also 

25 interpreted the !uel source orders that have come out 
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1 of this Co~isaion in such a way that seemed they would 

2 not violate those principles. 

3 COMMISSIONER GUNTER: In other words, Gas 

4 Busters T-shirts were all right? You know, that poli cy 

5 was all right in conservation? Would that be some 

6 innovative reading of orders? 

7 And the reason I ask the question, the f irst 

a time that source ne utrality came out wa s i n Order 9974, 

9 dated 4-24-81, in which it was clearly addressed in 

10 that order that there was a gas company that we took 

11 some exception to their consetvation programs and 

12 demanded that it be source neutral. 

13 Then the next place I ! ind out about it, j · .. s t 

14 a l ittle quick review, was in an Order 12179, dat ed 

15 6-30-83, which ~ven had a fue l source neutrality 

1 6 section in the order. 

17 

18 

WITNESS BOWERS: That'b right. 

COMMISSIONER GUNTEH : I sort of g o t the 

19 impression that the Company's position was that the 

20 Commiss ion hadn't addressed it. 

21 

22 my? 

23 

WITNESS BOWERS: Well, let me, can 1 give you 

COMMISSIONER GUNTER: Yeah, !'m trying to 

24 understand. Because to me, it sort of gets to be an 

25 attitude situation of do yo~ innovatively redd orders 
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to fi t what yo~ might want to do? 

And that, if that's the case, we got, I gur 3s 

I'm wasting ~y time voti ng, and attorneys are wast1ng 

!their time writing orders to publish, or we should do ~ 

different job of it. We should be very explicit and 

tie your hands down to specifically what we mean. And 

if that's what we need to do -- see, it's a learning 

exercise for me. 

WITNESS BOWERS: Commissioner, I think our 

Company has spoke to those issueG on a couple of 

occasions, several occasions, to, you know, rectify any 

inappropriate reactions that we might have. 

But you reference to Order 9974, there's an 

Order 9899 the Commission had put out in ~he ECCR, 

Energy Conservation Cost Recovery, hear i ng s . And it 

basic ally said that "We strongly recommend, but do not 

require, any subsidy or rebate program to not 

discriminate tor or agai nst any energy typP. or s ource 

except that rebates or subsidies should no t app ly to 

water or space heating that is oil-fired which uses 

electric resistant elements as a primary heat source.n 

In Order 12179, in that paragraph that you 

referenced to, it basic ally says , "Any program that 

contains rebates or subsid ies having the ob j ective of 

a voiding or eliminating new or existing electrical 
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resi s t a nce spa ce or water heating s hould be implemented 

2 in a manner that is consistent with the conserva ~ion 

3 goal of promoting the use of natura l ga s a s a 

4 subst i tute or replacement for e lec trical e n e r gy whe r e 

S to do so is cost-effective." 

6 COMMISSIONER GUNTER: Uh-huh. Well, ! guess 

7 my point is that I know you've been in th is room back 

8 when all this was taking place, and I'm a little b it 

9 amazed that the feeli ng is not there tha t we wer e 

10 expect ing sourc~ neutr ality . 

11 I do say that honestly, with s~me amaz eme nt . 

12 Because I know that I h~ve said it a number of t ime~ 

13 about source neutrality i s t .hat we were looki ng t or 

14 things to be, as long as they we r e cost-effec tive , t h d t 

1 5 the source should be neutral. 

16 

1 7 

WI·rNESS BOWERS: That's correc t. 

COMMISSIONER GUNTER: And the f a~~ of th e 

18 matter is, even in the early day s and may be s ti1l , o n e 

19 of the r easons that we were really t rying t o demand 

20 the t -- and I think i f you go ba c k and revirw some of 

21 those r e cords, t he elect r ic uti l i ti e s were o ff e r i ng 

2 2 ene rgy audits for gas utilities on a reimbu rseme nt 

23 ba s i s i n the very e arly cays. And .,._ha t ' s where the 

2 4 d eal s c ame up about "Hey, boys, i t h as t o be s~urce 

25 neutral i f yo u're going to d o a e n e r g y aud i t f e r a gas 
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1 company.M Do you remember those? I do. 

WITNESS BOWERS: Yes , sir. 2 

3 

4 0 

COMMISSIONER GUNTER: All right. Go ahead. 

(By Ms. Rule) Mr. Bowers, directing your 

5 attention to Exhibit 441, which I b~lieve you had 

6 betore you? 

7 

8 

A 

0 

Okay. 

That has Gulf's response to Item 130 or 

9 Staff' s Eighth Set o~ Interrogatories. 1 believe the 

10 response provides a test year expense tor conservation 

11 programs which had consorvllt ion cost recovery prior to 

1~ May '89, is that correc t ? 

13 A That's correct. 

14 0 Were you responsible for splitting the c os 

15 for these programs into reven~e class categories? 

16 

17 

A 

0 

18 would be? 

19 A 

No, I was not . 

Thank you. No further ouestions -- o h , who 

Mi c hael O'Sheasy, and I believe he ' s a 

20 witness in this proceeding . 

21 MS. RUI.E: Thank you very muc h . No furth e r· 

:72 questions. 

23 COMMI SSIONER EASLEY: Mr. Chairman, I ha ve 

24 one quic k o ne. 

25 CHAIRMAN WILSON: Co ahead . 
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COKMISSIONER EASLEY: Hr. Bowers, a little 

bit ago you said something that wa s almost a throw away 

line and I'd like to go back to it. It had to do with 

the "Shine Against Crime Program." I go back wlth some 

trepedation to that subject. 

But you picked up, after some of the 

exchange, with a comment about the l aw enforcement 

people and the response to consumer demand . But you 

also used the word "ordinances." Would you elaborat e 

on that a little bit? I'm not sure that J really 

understood what you said. 

WITNESS BOWERS: Commissioner, I'm going to 

go back to specific , I think I was illustrating that 

convenience stores wete being looked upon to prov1de 

safety and Aecurity for those employees that work 

within them. And part of that is my understanding that 

some of the communities ~hich we serve are looking at 

local ordinances for those convenience stores to have 

lighting levels to ensure some type of security for 

those employee9 inside that building. 

We had correspondence, as an example , with 

Sunshine Junior Food Stores where they asked us to 

examine and evaluate and do some analysis on all t heir 

locations in Northwest Florida due to some movement by 

local council members on ordinances to increase and 
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1 improve the safety and security of those employees due 

2 to the high risk tor those employees and t!le cr i me n ... e 

3 surrounding those convenience store robberie s and 

4 ~hings like that. 

5 COMMISSIONER EASLEY: Would any lighting done 

6 as ~ result of that survey be done at the exp~nse ot 

7 Sunshine food Stores or at th~ expense of the 

8 ratepayers? 

9 WITNESS BOWERS: Depending on -- if it 's 

10 lighting that they own versus what we recommend, if 

11 it's on our fixtures, they still pay for the energy 

12 that's associated with those lights. 

13 

14 

1 5 

COMMISSIONER EASLEY: Okay. 

WITNESS BOWERS: Any, or any of the f ixtures . 

COMMISSIONER EASLEY: But that is not i n 

16 response to ordinances currently in e ffect? 

17 WITNESS BOWERS: I bel ie ·1e the bac~<up 

18 witnesses are providing s ome i nformat ion to ~e. ~hat 

19 they're saying there is some local ordinances 1n 

20 Escambia County, plus there is a bill pend ir.g in ~t\e 

21 state. 

22 

23 

24 

COMMISSIONER EASLEY: Backup resource peop l e ? 

WITNESS BOWERS: Thank you. 

COMMISSIONER EASLEY: When 1 heard Lnat and 

25 had my delayed computer reaction here, are ther e c ounty 
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or ci ty zoni ng ordinances that require you t o do 

2 anything with regard t J shopping mall s or residcntia: 

) areas, hospitals, anything lixe that , as t o lighting 

4 programs? 

5 w: TNESS BOWERS: Just a second. No, ma'am, 

6 there is no ordinances that we are aware of, but we do 

7 participate with the mal l management o r shopping center 

8 management to ensure that their lighting l evels arc 

9 appropriate. 

10 

11 

COMMI SS IONER EASLEY: Okay, t hank you. 

COMMI SSIONER GUNTER: Hr. Bowers, I'd l1 ke t o 

12 touch on a couple ot issues that may o r may not have 

13 been touc hed on. I'm no t real sure. 0n I ssue 63 on 

14 Page 36, has there ever been an analysis done o! the 

1 5 bu i lding code adopted by Department o ! Communtty 

16 Af!airs and the Good Cents Progra m la id down 

17 side-by-side? 

18 WITNESS BOWERS: Yes, sir, and that's part of 

19 our cost-e!tectiveness calculation. 

20 COHJI4I SSIONER GUNTER: Is that the -- th e 

21 cost-e!t'ective c a lculation , is tha t t h e o ne ? 

22 WI7NESS BOWERS : Ye s, sit. 

23 COMMISS IONER GUNTER: Okay. I just -- I 

24 wasn't sure that was the one . A part o t you all's 

25 rationale is you say ther e'• add itional Vdlue given 
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1 bec'5use building inspectors don't follow the la w. 

WITNESS BOWERS: That is c orrect. 

COMMI SS IONER GUNTER: Is that 

2 

J 

4 tHTNESS BOWERS : Ou r ana 1 ysis i s based on the 

5 assumption that the code is enforced, and rated agal nst 

6 a Good Cents home standards, and that's where we com~ 

7 up with our energy demands s avings , but there would be 

8 larger savings due to the tact that the Cod'? is not 

9 enforced uniformly in ou r se r vice territory. 

10 CO~~SSIONER GUNTER : And t o j ust put tha t 

11 simply, building code inspectors at the county and 

12 municipal level are v i o lat ing the law? Is that right ? 

1J Either they build it to code and stamp it of ! that 

14 it's do ne right, or it isn't done r1ght. Did I get 

15 that out of your testimony ? 

16 WITNESS BOWERS : Yes, sir. And I have 

17 lette r s it you wou l d like to se~ some fro~ 1990 that 

18 basically staten that three of our counti~s do not 

19 enforce it. Some or them use us to enforce i t, to 

20 provide t he code c alculat ions and those type things 

2 1 before they issue a bu i lding permit , anrt some do 

22 enforce it ~otally, but ask us to be invol ved in t he 

23 process to ensur~ maximum effi~ien~y and installatao n 

24 standards are being adher ed to. 

25 COMMI SSIONER GUNTER: In other words, your 
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1 electric ratepayers are acting as surrogates tor the 

2 t a xpayers to accomplish a job that the taxpayers are 

3 paying to be done by publi c servants? 

4 WITNESS BOWERS: No, sir. I think the way we 

5 view t h is is --

6 COMMI SSIONER GUNTER: I'm just saying in 

7 reality the way it happe ns? 

8 

9 

WITNESS BOWERS: I underst~~d. 

COMMISSIONER GUNTER: Ratepa yers are havi ng 

10 to pay for enforcement ot the build i ng codes, so --

11 WITNESS BOWERS: We are acli vely a 

12 partic i pant in the building code, but they also reap 

lJ the benefit o f the e nerqy savings an-i d emand savll"gs. 

14 COMMI SSIONER GUNTER : I ain't taking 

15 exception to that. 

16 

J.7 

WITNESS BOWERS: I understand. 

COMMISSIONER GUNTER: 1 get a r qumentati ve, 

18 you and I both k now it. 

19 COMM ISSIONER EASLEY: Really? 

20 COMMI SSIONER GUNTER : Item 64 . Do you have 

21 a -- have you got a spreadsh eet which would detail all 

22 of those expense items? 

23 WITN ESS BOWERS: We do h~ve spreadsheets that 

24 are provided in the budget process that does not 

25 itemize each activity. Like I said, it's mor e of a 
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1 classification. We call it " Central Cus t omer Service " 

2 but it's a collection of costs associated with 

J monitori ng 

4 COMMISSIONER GUNTER: ! understand. That's 

5 l ike me going hunting and I got a $1, 000 rifle ~nd an 

6 8 9 cent or c an of Beenie Weenies, but if I was getting 

7 a whole truck load of stuff, I'd ne~d to be ab l e to 

8 differentiate what I got in there, you know, if I was 

9 looking at the dollars. 

10 

11 

WITNESS BOWERS: Yes, sir, we can 

COMMI SSIONER GUNTER: And I would kind ot 

12 expect maybe this would be like my $1,000 shotgun or my 

1 ) Beenie Weenies. 

14 COMMISSIONER EASLEY: It you can't tell the 

15 difference between a $1,000 shotgun and those Beanie 

16 Weenies, you shouldn't be going hunting. 

17 COMMISSIONER GUNTER: I under stand, but When 

18 I start looking i n here , some of the items, dP.velopment 

19 with a customer , EEl, Plorida Coord inat i ng Group, 

20 travel, some of those kinds of things are all lumped 

21 together, and I was wondering, do you ha ~e a 

22 spreadsheet that !ets me know out of each one of those 

2J individual expend itures, do we know how much tor each 

24 of those individual expenditures? Do you understand 

25 what I'm saying? 
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1 WITNESS BOWERS: Yes, sir, I do. knd the 

2 spreadsheets that "'e have is collection of P-xpe r. oeto 

3 related to labor in those accounts, material and 

4 supplies, outside services, advertising, vehicles, 
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5 consultants it needed. And it's totalled up that way. 

6 COMMISSIONER GUNTER: Sum of th~ parts have 

7 to equal the whole? 

8 

9 

WITNESS BOWERS: That's correct. 

COMMISSIONER GUNTER: Some way you had to 

10 come up with $7~ 7 ,609. And the sum of the parts, 

11 somehow -- somewhere, you added all ot t hose together? 

12 

13 

WITNESS BOWERS: Yes, sir. 

COHMISSION£R GUNTER : You gor those that we 

14 could have? 

1 5 WITN~SS BOWERS: We could provide that in a 

16 late-! iled. 

17 COMMISSIONER GUNTER: How about a late-tiled 

18 exhibit number? And I think that next number is 577. 

19 MR. PRUITT: 577. 

20 (Late-Filed Exbibit No. 577 identified.) 

21 (Pause.) 

22 COMMISSIONER GUNTER: I'm try ing to 

23 understand Issue 65 and the Company's position in 

24 trying to understand why we are addressing th ~s here 

25 and not in the conservation cost recovery, the ;- e are 
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several of those, b~t this one just sort o f lends 

2 i tsel f to the energy education program, I tem 65, Jssue 

J 6 5 on Page 37. 

4 WITNESS BOWERS: Right. Commissioner, l n 

5 1989 the Commission ordered that those type o t 

6 cons ervation awareness and educ i\t ion programs l>e 

7 removed out of ECCR. 

8 COMMISSIONER GUNTER: I apo l ogize. I have 

9 been gone. 

10 

11 that. 

WITNESS BOWERS : Let me read a quote out o t 

It's Order No . 21317. It says, basi c ally, "N ow, 

12 however, we believe programs of this kind are a 

1 3 fundamental part of the customer servic e respons i b i l ity 

14 of such utilities and, therefore, do not requir e 

15 spec ial recovery. If the FE~CA statute and ECCR wer e 

16 abolished t omorrow, customers would still c a ll ut ili t y 

17 service o ffices t~ inquire about energy-ef flclen t 

18 products and uses." So it's ba&ica l l y 

19 

20 

COMMISSIONER GUNTER: Okay. 

WITNESS BOWERS: -- moved out o f ECCR , bu t 

21 it' s still ~ valuable service. 

22 COMMISSIONER GUNTER : I wasn't aware that 

2J pol icy had been changed. Again, I' l l say thank you t or 

24 educat i ng me that I don't have to s i t t hro ugh those 

25 meetings to learn a bout tha t . 
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1 WITNESS BOWER~ : It's basically saying 

2 there's no need tor special treatme nt. 

) COMMI SSIONER GUNTER: Okay. What -- you're 

4 shown as a witness to address Iqsue 73 . What -- he lp 

5 me there. I s it in Customer Serv ice and Information? 

6 I ~ that the line that you - - Rece ive Services from 

7 Southern Company? 

8 WITNESS BOWERS: I believe that I'm adjoi ned 

q to this issue t o ve r ify the expenses associated wit:. 

10 Southern Company Services. 

11 COMMISSIONER GUNTER: Wel l, you want to tell 

12 me what -- which one of these categories do you receive 

13 services !rom in your area of responsibility? 

14 WITNESS BOWERS: Customer &crvice and 

15 information. 

16 COMMI SSIONER GUNTP~: All right. What do you 

17 do -- what do you get for them $200,000? 

18 WITNESS BOWERS: Commissioner, one thlnq I'd 

19 l1ke to point out, those eXPenses are consolid~ted 1n 

20 these other issues a nd programs, bu t what. we qat from 

21 Southern Serv ices is computer programs, assistanc e in 

~2 the forecast, f o r ecasting of the Company --

23 COMMISSIONER GUNTER: I thought y~u all had 

24 an element in the Company. We would have had so~c 

25 testimony about for ecasting. 
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1 HITHESS BOWERS: We do. 

2 COMMISSIONER GUNTER: Within the compa ny? 

3 WITNESS BOWERS: Within the company, that's 

~ correct. 

5 COMMISSIONER GUNTER: I'm talking about 

6 Southern Company Services. 

7 WITNESS BOWERS: That's correct. 

8 COMMISSIONER GUNTER: What do they do tor 

9 you? 

10 WITNESS BOWERS : They assist in that process , 

11 i n the forecasting process. They assist in the market 

12 research process. 

• lJ 

14 

COMMISSIONER GUNTER: Okay . What else do 

lthey do? 

15 ; WITNF.SS BuWERS: They provide computer 

•• 
16 ' programs for reporting systems, our RBEP program 

'I 

17 ! development that's from Southern Services. Computer 

I 
18 time is also charged f rom Southern Services tc those 

19 accounts . 

20 COMMISSIONER GUNTER: In other ~ords, you 're 

21 us ing their computer for some of your activities? 

22 WITNESS BOWERS: Yes, sir. 

23 COMMISSI ONER GUNTER: And tha t you all don't 

• 24 use your own computer resources to hand le ell o f yours? 

25 WITNESS BOWERS: I think it's cost-efr ective 
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1 for the main tnsme, large type computers to be uti 11 zed 

2 on a system-wide basis versus Gulf incurr:ng the total 

3 cost for such expensive equipment. 

4 COMMISSIONER GUNTER: Okay . What l'lll trying 

5 to do, and I understand it's a laborious process, I'm 

6 trying to make sure all the issues ars covered th~t 

7 you've got responsibility for. 

8 

9 

WITNESS BOWERS: I understand . 

COMMISSIONER GUNTER: Issue 100, I'm try1ng t o 

10 understand again. Do you have a spread sheet which 

11 would show specific dollars for all of the programs 

12 that you have spent significant amounts of money ? 

13 You know, there's always that other category 

14 that c atches that one if you got any tor a thousand 

15 bucks, but as I ru1 down through Gulf's position, 

16 look at things like training, genera l education, 

17 technical support to trade allies concerning emerging 

18 technologies, s uch as Smart H0use. I would ~hink that 

19 probably advanced space air conditioning systems, sur h 

20 a s -- is that cold storage? 

21 

22 

WITNESS BOWERS : Cool storage. 

COMMISSIONER GUNTER: I thought maybe that was 

23 something new. In tegrated he~t pumps, a dvanc ed wa ter 

24 heating systems, on and on. Do you have a s~read s heet 

25 like we talked about previously a~ to what is inc luded 
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1 that's being recollUllended tor disallowance, or e ither 

2 the total customer services budget? Do you have a 

3 spread sheet that would show that? 

4 WITUESS BOWERS: Yes, s i r. We can provide 

5 that. Let me clarify one thin~. I think Sta ff's 

6 position in Issue 100, the recommendation of 2 . 157 Js a 

7 reflector of the other issues that they're making 

8 recommendations on. 

COMMISSIONER GUNTER: I undorstand. 

WITNE"5 BOWERS: In OPC, Off ice of Pub1 1c 

9 

10 

11 Counsel, in their exhibit they listed, thinl<, J 1 

12 items. 

13 

14 

COMMISSIONER GUNTER: Yep. 

WITN:ss BOWERS: What ~e tried to do in ou r 

15 response is t o show where those dollars are reflt:cted 

l6 in other issues and come up with a net amount in that 

17 exhibit of 399 ,000, which is our technology transfer 

18 activities, as descr ibed, that you were mentionJng. 

19 COMMISS I ONER GUNTER: I'd just ll l'.e t o see 

20 that, bec ause I understand where you spent the bu c ks , 

21 and I think that would be Late-f l l ed 578. 

22 

23 prepared. 

24 

25 

HR. HOLLAJ;IO: I think we've already got lt 

COMMISSIONER GUNTER: Got enough copies o f i t ? 

WITNESS BOWERS: I don 1 t I< now if this is what 
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2 

3 quick. 

4 

COMMISSIONER GUNTER: We can find out r Jal 

WITNESS BOWERS: I think what you'll see, 

5 Commissioner --
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6 COMMI SSIONER GUNTER: What I'm trying to d o is 

7 understand the issues. 

8 WITNESS BOWERS: I was going to add to that, 

9 what that d id was c larify those lines that were 

10 contained in tne Office of Puhlic Counsel, but I'l l 

11 supply the detailed information I think you' re looking 

12 for . 

1 3 COMMI SS IONER GUNTER: Ye ah, because that 

14 doesn't help me none. I appreciate it. 

15 MR. HOLLAND: If that does n 't tell you , let ' s 

16 get it back a nd we' ll put the d etai l in there that you 

17 need . 

18 CO~SSIONER GUNTER: I think the d~tail --

19 becausd, Mr. Holland, the middle column , ECCH, I 'd be 

20 ripping my hair out t rying to und erstand what that 'a 

21 about. And that would be ~te-Filed 578, and that 

22 would just be ~ spread s heet analysis on - - what wa s 

2J that, Issue lOO ? 

24 

25 

HR. HOLLAND: Yes, sir. 

(Late-Filed Exhibit No . 578 identified . ) 
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further, Mr. Chairman. 
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I don't have anything 

WITNESS BOWERS: Commissioner, can I ask to 

show you a budget run that -- th is type of information 

would satisfy you. Could we show that to you? 

COMMISSIONER GUNTER: Why don't we at a hrek k, 

or at the conclusion of you r testimony? 

WITNESS BOWERS: Okay. 

COMMISSIONER GUNTER: I'd be willing to, and 

Mr. Burgess, anu what have you so we don't -- and 

Major Enders we'll all look at it toyether. And, of 

course, Staff. 

I didn't have any further quest ions. 

MS. RULE: No further questions . 

CHAIRMAN WILSON: I note in the exhibits that 

-- and I have 183 -- those are the ones that were 

h anded OUL earlier, that's one 0! his exhibits? 

MR. HOLLAND: Yeah, I think so. 

CHAIRMAN WILSON: What it shows is O&M 

expense, eYcluding fuel and purchased powor, and has a 

ranking, and this is among a number ot questions or 

examp les of Gulf being among the lowest cost proviJers 

of electricity and having th£ lowest to~al O&M 

expenses, things like that. And I've seen tnese over 

the years. I've seen the Jacksonville Electric 
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Auth~rity charts that they supplied. 

2 Why is Gulf the lowest, or among the ?Jwest? 

3 Why do you have the lowest -- assuming this is true 

4 the lowt!st Cl&M expense on a p e r -kWh basi s? Are you the 

5 right witness to ask that? 

6 WITNESS BOWERS: I can answer it from my 

7 perspective, but I think the executive management. o f 

8 this Company could answer that for you. Mr. McCrary cr 

9 some of the other officers. 

10 But T believe, my position -- Ed. 

11 

12 

MR. HOLLAND: McCrary would apprecieote that. 

CHAIRMAN WILSON: I'd like t o hear your 

13 answer. 

14 HR. HOLLAND: I think so , frcm the 

15 perspe ctive of the Market ing Department, what the i1 

16 efforts ara, I think it's appropriate to respond. 

17 COMMISSIONER BEARD: You stopped hi m just 

18 r ight, "I beliE>ve." 

19 WITNESS BOWERS: From my perspect1ve I 

20 believe that our programs in the Hark.o t inq Depar tme nt 

21 are ge , red to long-term benefits to all cor.sume r s . 

22 believe that our management o ! thi s company l ook s ~t 

23 the prudent co~~itment ot resvurces, arr there other 

2 4 alternatives; investigate supply-side altern~tives 

25 versus demand-side alternatives, to try to determ i ne 
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the ap~ropriate level of O&M expense for the Company, 

and try to do that and contain those expenses for our 

customers. 

Prom my perspective, I think we've done a 

good job. 

CHAIRMAN WILSON: Well, if these are ~11 

true, l'm sure you have. And my question is why can 

you do i t and why you're doing so much better a job 

than another utility. What is it that distinguishez 

you from any other utility in this state or the other 

folks that you compare yourself with? What is it 

that's done so much better by Gulf Power than anybody 

else? 

WITNESS BOWERS: I couldn't really give you 

one spe .:: itic item bec<nlse it's a consolidation of 

activities within the Company. I think that gives 

CHAIRMAN WILSON: I'm looking for the secret. 

I want to know what it is. You ~ould probably sell 

tha t a lot quicker than you could a Good Cents progr·am-

WITNESS BOWERS: I believe, Commissioner, 

it's the consolidated effort o! the whol e Company, 

geared d t prov~d ing the lowest possi ble cost to our 

consumers. And with that vision, everybody working 

toward t hat vision , they scrutinize expense as much as 

possibl e and provide services to our c u stomers t hat 
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1 have long - term benefits of holdjng down our costs . 

2 CHAIRMAN WILSON: Well, I appreciate that 

J statement, but I think it I ask any company witness o! 

4 lany of the utilities in the state of Florida or in the 

5 southeas t , they'd g i ve me exactly the same answer that 

6 you did, that their goal is to provide the lowest cost 

7 service possible to their company and they scrut inize 

8 every dollar of expense, and t h ey do this, that and the 

9 other. And I look at these numbers and either you all 

10 mean it and they don't, or you'r& able to do it and 

11 they can't. I just wonder what it is tha~ you all do 

12 so much better or less expensively than others do that 

13 allows yvu to be in that position. 

14 WITNESS SOWEPS: I think we have just been 

15 successful. 

16 COMMISSIONER GUNTER: Let me just ask you a 

17 couple of quick questions, and I know it ' s ou· ot your 

18 field, but what percentage of your payroll represents 

19 your total expenses for the Company over the year? 

20 40,? JO'? 

21 WITNESS BOWERS: Commissioner, l wouldn't 

22 have that number. For marketing I CO'.lld .give you that 

2J number. 

24 COMMISSIONER GUNTER: I understanu. Mr. 

25 Scarbrough or McCrary, Parsons could probabl :' give you 
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that. 

One of the things you do is you start makin ~ 

comparative wage rates from various places and it 

~robably costs you a little less mon~y; your wage rates 

probably a little diffe r ent in the panhandle than they 

are in Dade county, or on the east coast ot Florida. 

You know, there are a number of kind of thlngs, and 

everybody is doing good. But there are some things, 

they migh t have had very successful labor negotiat ions 

over the last couple of decades; a number o f things t o 

look at. 

So everybody can have great pride in what 

they do, and I think justifiably that you are proud or 

your company, but there are other circumstances whi c h 

exist; it could be geographic circumstances, for 

instance. You get out in Wyoming somewhe re where you 

have one customer tor as far dS yo•J c an see, the i r' s i s 

probably pretty low. 

WITNESS BOWERS: Commissioner, I be 11e ve - 

our position is --

COMMI SSI ONER GUNTER: A lot o f diffe re nt 

~ ircumstances, wouldn't you agree? 

WITNESS BOWERS: Tha~ 's ~orrect. We want t o 

have a partnership with our custo~er s whe r e t ~ey 

bene fit from our activ i~ ies and that' s our f oc us . 

FLORlDA PUBLI C S ERVICE COMMI SSION 



1 

979 

CHAIRMAN WILSON: Do you do this o r do you 

2 know if anybody in your company does -- keeps 

3 comparat ive statistics between your company a nd the 

4 other companies in Fl o rida, or between your company and 

5 the compan1es in the southeast or compa nies of 

6 comparable size throughout the nati on Lo compare thtngs 

7 like different kinds of ratios th~t would look at 

8 salary benefits or other kinds of operating ratio 

9 numbers. Do you do that? 

10 

11 

WITNESS BOWERS : No, sir, I do not do that. 

CHAIRMAN WILSON: Does anybody i n your 

12 company d o that? 

13 WITNESS Yes, sir. Hr. Gilbert in our 

14 Corpora t e Planning Department . 

1 5 

16 

CHAIRMAN WILSON: All right. 

MR. HOLLAND: Commissioner, we !1led an 

17 i nterroga t o ry repons e that listed 5 4 way s 1n wh ich we 

18 compare ourselves. 

19 

20 

21 

22 

record. 

CHAIRMAN WILSON: Where is that ? 

MR. HOLLAND: I don't think ~t's in the 

It's - - I can show it to you . 

CHAIRMAN WI LSON: Well, yeah, I 'd like t o 

2 3 have a copy of that. I imag j ne -- why don ' t you have 

24 copies made enough for everybody t o have cop1es o f lt. 

25 MR. HOLLAND · We ought t o get t he que s ti on 1 1 
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1 you're going to do that. 

2 COMMISSIONER GUNTER: Because, you know, one 

3 ot them big ole X 14s that can fi 1e oft a rocket and 

4 hit a wat~r heater, they ' d do we ll in any To p Gun 

5 exercise in tho United States o r in the world. You 

6 know, they have a big t ine h itting one o f ~hAm b i g ol d 

7 airplanes, but boy, when they c a n h it a ·~·ater heater . 

8 (Laughter) 

9 

10 

11 

12 

HR. HOLLAND : You had to do it. 

COMMISSIONER GUNTER: I ~ouldn 't resist. 

HR. HOLLAND: I understand. 

COMMISSIONER BEARD: I wa s being nice. I wa s 

1J ask i ng if you all used gas light ing in your " Shine f o r 

14 Crime" program. 

15 

16 

17 

CHAIRMAN WILSON: That's " Swine f o r Cri me " 

COMMISSIONER BEARD : Swine f o r c r l m6. 

COMMI SSIONER GUNTER: Just an o !f - the-recc rd 

18 item a minute. 

19 (Discussion of ! the r ecord. ) 

20 CHA I RMA.N WILSON : I do n't have an y o the r 

21 questions. We' ll j us t wait and ge t that exhiblt. Doe~ 

22 anybody have ~ ny problem wi th that going in the record ? 

2J Hr. Burgess, were you he r e whet . I ask ed --

24 MR. BURGESS : Yes . was i n the ba c k o t th e 

25 room. 
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1 CHAIRMAN WILSON: Okay. Questions on 

2 redirect? 

J COMMISSIONER GUNTER: Mr. Burgess, when he 

4 gets through we're going to go look at that thing !or 

5 that late-tiled. 

HR. BURGESS: I heard that, too, so tnat's 

7 all right. 

8 COMMISSIONER GUNTER: Sta~! and everybody. 

9 REDIRECT EXAMINATION 

10 BY MR. HOLLAND: 

11 0 Mr. Bowers, might 10od management have 

12 ~omething to do with a low oveLal l cost o t per 

13 kilowatt-hour or lower O&H costs? 

14 A That is it. I think I re!erred t o that to my 

15 response to the Commissioner, too. 

16 0 Specifically with respect to your programs, 

1 7 has Mr. Bushart in his testimony presented evidence ot 

18 something that we have done to lower thP overall cost 

19 to our consumers? 

20 A Yes, he has. He's prepared to go into deta il 

21 with that. 

22 Q Okay. Is there anything that we do in the 

2 3 marketing area that is not directed at the long-term 

24 best interest o! our consumers? 

25 A No. 

FLORIDA PUBLIC SERVICE COM.MISSlON 



1 

2 

J 

4 

5 

0 

7 

8 

9 

10 

11 

12 

• lJ 

1 4 

15 

16 

1 7 

18 

19 

20 

21 

22 

)J 

24 

2 5 

982 

Q Very early on you were dsk ed some questi o ns 

with r egard to the appliance sales a rea. 

I s it the practic e of the applianc e sales 

a rea to promote h i g h e fficiency appliances ? 

A Yes, it i s . It i a the p ract ice t o promote 

high e fti cie ncy u n its. 

Q Is that con sistent with what Cu lt is L ryiP~ 

t o do i n oth e r are as o t ma r keti ng ? 

A Yes . 

Q In part of your a nalys is, a nd 1 t h ink you 

refe rred to it as a o ne - year look at your a bil ity t o 

make money i n t he app l iance s ales area, o r t o re t urn 

applia nce sale s to a p r o fit-mak ing position . Are yo u , 

in fac t, l ook i ng at c hang i ng th e nam~ t o separat e it 

f r om Gulf Power Compa ny ? 

A Yes, we are. And I th i nk rs a r e sult o f t ha t 

s urvey , it was evident t hat we ne eded t o bu i ld 

a wareness amo ng our c u stomers t o c ompe te in t he retai l 

market, a nd t hat's why we're c urrent ly considering that 

right now . 

Q Wi t h r espec t to the Sh i ne Aq a i ns t Crime 

" Swine Agai nst Crime " as it' s now kn own -- if a 

individual , a c us t omer of Gulf Power Company, is q o 1nq 

to i ns ta ll l i ght i ng, is there other avenue s a vai l able 

to him to obtain lights , or are there o ther ? 
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Yes, there are. 

Does Gul! ?olo'er ha ling control :>ver or, 1n 

3 fact, participating in a program lo'hereby lo'e ?romote 

4 outdoor lighting, avail us of some control over the 

5 e!!iciency o! the installations that arc made ? 

6 

7 

8 

9 

lighting? 

That's lo'hy we're invo l ved. 

CHAIRMMI WILSON: Do you prov i de OUtdOOI 

You provide the pole and the lignt ? 

WITNESS BOWERS: Yes, t~ir, lo'8 ~Jill prov1de 

10 

11 

12 

1 3 

that at c harge. 

CHAIRMAN WILSON : And as a flat rate? 

WITNr;s BOWERS: Yes, sir. 

CHAIRMAN WILSON: '!ou will also subs1d1ze th<• 

14 replacement or ine!!ic1ent lignts, is that r1ght, o r d o 

1 5 you? You don't ? 

16 WITNESS BOWERS: W~ do not provide any 

17 subsidy, we just replace t he light . The cus t omer get s 

18 charged for ~hat. 

19 

20 that? 

21 

22 

2) 

CHAIRMAN WILSON: The c ustomer's c harqod f or 

WITNESS BOWERS: Yes, sir. 

CHAIRMAN WILSON : You mean i f it's his light ? 

WITNESS BOWERS: No , no; no. s1r. lf it's a 

24 Company-owned l 1ght , we'll replace th~t and put a 

25 high~ r ef!icient unit up and get bllled under the 
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1 tariffs we have available tor outdoor lights . If It's 

2 c ust ?me r owned, we make recommenda tion and they have 

J thel r electricians install that. 

4 CHAIRMAN WILSON: This is tor comme r cial or 

5 residential? 

6 

7 

WITNESS BOWERS: Yes, sir. 

CHAIRMAN WILSON: Is that an approved 

8 ~onservation program or i s this s omething else? 

9 WITNESS BOWERS: No , sir, it's not , it never 

10 has been filed with this Commission. 

11 COMMISSIONER GUNTER: Outdoor lighting is a 

12 tariffed item that you have, though; is it not in 1he 

lJ tariffs? 

14 WITNESS BOWERS: Yes, sir. 

1 5 COMMISSIONER GUNTEP: Wh1 c h that's what lt '3 

16 under, i sn't it? 

17 

18 

WITNESS BOWERS: Yes, sir, that' s true. 

COMMISSIONER GUNTER: But it's not under the 

19 conservation program, it's a tariffed item under your 

20 r egular rate structure. 

21 

22 

WTTNESS BOWERS: Tha t 's correct. 

CO~ISSIONER GUNTER: I had to sit up o n tha t 

2J one , Mr. Cha irman, I apolog ize. 

24 

25 0 

CHAIRMAN WILSON: Okay. Go ahead. 

(By Mr. Holland) Mr. Bowers, with respec t to 
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1 No. 68 and the economic development effo1ts of Gulf 

2 Power Co~pany, is it important to Gulf Power Company 

J and Gulf Power Company'~ customers to promote the 

4 efficient use of electricity with respec t to nc~ 

5 businesses that might be coming in? 

6 

7 

A 

Q 

Yes. I t is. 

Would it be more benef icial to Gul f' s 

8 customers if a new business r.ame in with a high loa d 

9 factor or a low load factor? 

10 A Here beneticial on a high load fa c tor basis. 

11 Q Can you tell me why? 

12 A Improves the overall load factor of the 

13 Company. By having new customers attracteJ with higher 

14 than our average load factor, i t improves the overall 

15 load factor, improvi ng revenue structure o f the 

16 Company. 

1 7 Q If we make t~e assumption that northwe~t 

18 Florida is going t o grow naturally, is it benefictal t ~ 

19 Gulf's customers that it be in that marketplace 

20 promoting a nigher load !t.c tor growth rather than a 

21 lower load factor growth? 

22 

23 

A Yes, it would be benef lcial. 

COMMISSIONER BEARD: Let me u~derstand. 

L4 Then, when you're in this development mode, it's not, 

?5 it's more item6 lik~ load factor as opposed to whether 
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the employees get pa i d $4 an hour o r $8 an hou r ? 

WITNESS BOWERS : As !ar as Gulf Po~e r 

specific community sid e, ~hich ~e ~ere d i s cuss ing 

earlier, you kno~ , educate community leaders on thnse 

type o! issues. When Gulf Power gets involved as f ar 

as new industry coming in, it's important that we wo rk 

~ith that industry o n l oad !actors, load management 

applications. 

COMMI SSIONER BEARD: 1 u nderstand t ha t . 

~as j ust t rying to make sure ~hat the p riorities were. 

I didn't get that understand ing earlier . 

HR. HOLLAND: Let me as k you that question. 

Q (By Mr. Holland) Would it be importan t or 

~ould it impact Gulf Po~er Company's attitude to~a ~d a 

ne~ cust omer as to the base ~age r ate that that 

~mployer , ne~ employer, might have ? 

A Yes. It ~ould. That's part o! the targeting 

of i ndustries that i u associated ~ith economic 

d evelopment a ctivities . 

Q Mr. Bo~ers, I want to ask you some additiona l 

questions ~ith respect t o Exh ibit 4 70 , wh ich are the, 

among others, the cost benefit analysis that were 

provided and have been made part of the record. Do yo~ 

have that exhibit? 

A. Yes , &i r. 
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0 Let me ask you thi 3. Was your cos t benefit 

2 analysis that you have provided there with respect to 

3 both t he Good Cents new and Good Cents exist1nq run 1n 

4 accordance with ~h e Commission -prescr ibed methodology? 

5 

6 

A 

0 

Yes. It was. 

Have you done other cost beneflt ana lysis o n 

7 these pr~raMs? 

8 A Yes. We h ave . We have updated the cost 

9 benefit runs to ref l ect current data. 

1 0 0 Do they continue t o s how that there are 

11 benefits associated with those programs? 

12 

1) 

A 

0 

They remain c ost-effective . 

At Paq~ 30 of your di r e ct t estimony. t rere 1s 

14 a somewhat more simplified cost bene~it re la t ed t o the 

15 Good Cents improved program. Can you explain that ? 

16 A Basically, what that s hows is kW r eduction 0n 

17 a unit tt.at was sized at 36,000 Btu 's at 7 SEER 

18 impr oved to a level of 9 SEER with properly sized 

19 30,000 Btu's. I think th is is part o t the Good Cents 

2C i mproved home that ref l ects the adrlitj o n o f 

21 insta llation of wi '1dows , thermal wi ndow s , 1n the home 

22 that would allow for a reducti o n I n the equipment size. 

:!J Q You stated in response to a question !rom 

24 Commissioner Gunter that the homes -- that the 

25 compariso n that is made here is a Good Ce'1 t s home 
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compared to a codo home. Is that. correc t ? 

A That's correct.. 

Q If you were to perform a similar a nalysis of 

homes, t ypical homes, nonGood Cents homes that are 

being built. in northwest Florida, what would the ~ost 

benefit analysis show? 

A It wou ld be more coat-effoctivo in the ~ensc 

of greater kW reduction that could be achieved f rom a 

less i nsulated h ome that doesn't comply to code 

standards. 

Q Is the typical home that io being built in 

northwest Florida a code home? 

A I can't say yes to that oecause in a lot of 

cases the code is not being enfo~ced so the homes are 

not meeting that code standard. 

Q And you were asked a question a Uout who 1s 

paying and is the ratepa yer, t o the extent that Gulf 

Power Company is assisti ng the govermental enti t ies in 

enforc ement of the code to the extent that it's being 

enforced? To the extent that i t' s not be1ng enforced, 

why have the government agencies indicated that t h ey 

are not enforcing the code? 

A If I can quote from one of t h e letters, it 

basically says, " Our office work l oad and personnel 

shortages pre vent us from effectively c arrying out t~ls 
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1 task." 

2 Q Is that a ~atter of money, havi~g available 

J funding to hire the employees necessary to enforce? 

I 
4 A Another letter I'll quote, "This is not 

5 required due to the funding and available manpower " 

6 That's correct. 

7 Q To the extent that th~ code is enforced or 

8 the customer builds a Good Cents home, do all of Gult's 

9 customers benefit from that? 

10 A Yes. They do, in terms of reduced peal< 

11 demand. 

12 Q In --

13 A Recognize that we provJde energy ca l cula~ions 

14 for all homes. We've done approximately 2500 code 

15 c~lculations in 1989 alone to provide services to our 

16 customers. To provide energy simulations, also. 

17 Q Are those code cal~ulations part of the Good 

18 Cents Program? 

19 A It's part of the Good Cents process . 

20 Q The Commission --

21 A Understand, our reps are involved. You know, 

22 in my summary I mentioned that the strengths o! our 

2J programs are the personnel behind them. Our reps are 

24 invo lved in the process from the start of the 

2 5 construction of the home, meeting with the bu1lder or 
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1 the home buyer or purchaser to show the ~nef l ts o f a 

2 well -constructed, highly energy efficient dwelling t o 

J their overall energy costs. 

4 Let me ask you this. I!-- well, f l rst , has 

5 t he Commission determined which is most important, that 

6 the prog ram be cost-effective to the c ustomer who is 

7 actually installing the conservation related appl i anr e s 

8 or thermal envelope, or that it be cos l -effec tivt f o r 

9 all the customers? 

10 I believe they put the wei4ht with the 

11 all-customer test, all-ratepayer test . 

Q Did the Commission, in ta c t, issue an o rder 12 

1J wh ich stated that, "The cost benefit analy~ i s of 

14 conservation plans should be l1m i ted t o the costs and 

15 benefits expe r ienced by the Ut i l1ty alone" ? 

16 

1 7 

A 

Q 

18 ( Pa use) 

19 

Yes, they did. 

Can you tell me what orde r that was 1n? 

COMM ISSIONER GUNTER: Gi ve h lm one o f those 

20 " s u o ject to checks." 

21 

22 Q 

MR. HOLLAND: Yeah. 

(By Hr. Holland) Would you agre e th a t tha t is 

2J out o f Order 9677. Docket 800 67 1-EG, sub i ec t t o c hec k ? 

2 4 

25 

A Yes, sir. Subj ect to chec k . 

CHAIRMAN WILSON: Th a t wa s sort o t a le~d lng 
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question. But in the interests of time, Hr. Burges~. I 

believe we can go a head. 

Leroy. 

KR. HOLLAND: Thank you, appreciate the help. 

COMMISSIONER GUNTER: We're trylng to ~et to 

MR. HOLLAND: Leroy has got me up here 

stalling so you don't get to him, and 1 don't 

appreciate that. (Laughter) 

COMMISSIONER BEARD: The man says, "Come on 

down." 

CHAIRMAN WILSON: You all got another 4'1 

minutes. 

COMMISSIONER GUNTER: He started sitting away 

over t h ere and : .e just moved down seat-by-seat. 

Q ( By Mr. Ho l land) Hr . Bowers , are there other 

benefits that can 't be quantified that are assoLiated 

with installation o! e nergy conservation ~easures in a 

h-:>me? 

A Yes. Ther e is . Specifically, comfort. of the 

home, plus t he resale value attributable to high 

effic ient certified Good Cents homes that the lenders 

recognize. That's a benefit due to the -- to get the 

income ratio that they perform on prospecti ve 

purchasers o! structures . If you can verify that the 

energy bill of that structure is less than the average 
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house, they would be more apt to approve that person 

2 tor purc hase o! a ho me, they would have mo r e disposable 

3 inc ome to pay the payment . 

0 You were asked some que s ti ons relative to t he 

s a nalyses that a~e c ontained in Exhib i t 571 -- I'm 

6 sorry, 470 -- relative to the avoided un1t and the 

price o! t he avoided unit. And I believe you stated 

a t hat those *ere different. Undur the updated a nalysis 

y tha t you've run, have you, in fact, incl uded idonti c ... l 

1r c osts o! the avoided un i t ? 

11 
Yeah. Ou r costs have qone down dS far as 

12 avoided. I n this ana lysi s on Page 55 , you' ll see 

13 generation costs i n 1986 at J75. Current dat a reflecLs 

14 that the avoided CT is at 310 c urrently. 

15 0 AJld to ask, i f a different un1t wer e u sed , 

16 e i ther a combined c ycle unit o r t he coal unit for the 

17 entire state , what would that do to the cost benefit 

i8 analys is? 

19 
It continued to impro ve the cost-e f fec tiveness 

20 lof t he progra~. I t h i nk the avo ided cost on the combined 

21 • cyc~es is at 721, tho baseload U11i t is at 1689, 1 believe 

22 II 

1

: is the correct number, sub ject to check. 

23 
But you can see it it ' s at 375 cos~-e f( ective, 

2 4 =hat incr easi ng tho avoided cost would improve tho 

25 etfectivcneos o f that pr ogram. 

fLORIDA PUBLIC SERVICE COKM ISS lON 



1 Q 

99J 

Mr. Sowers, would you look at Exhibit 44 5 , 

2 Page 18 of 20? 

J 

4 

5 th~ code? 

6 A 

Yes, sir, I have it. 

Wou ld t h e gas home shown on that exhibit mee~ 

Yes. It would. 

7 Alao in my rebuttal testimony, I've 

8 highlighted the !act or the comparison homeo a = Car as 

9 the same thermals . But also, you recogni1e this is a 

10 code home that is defined as cost-effec tive but it ' s 

11 minimized on the efficiency standards. 

12 Q Mr. Bowers, with respect to Issues 10 4 and 

13 105 and your ree-onses to Commissioner Gunter as to 

14 Gulf's understanding of the Commission's source 

15 neutrality doctrine, d~s Gulf have an appreciation f or 

16 and an understanding today of that polic y? 

17 

18 

A 

Q 

Yes. 

What is Gu l f's policy with res pect to the 

19 provision of information to the c ustomers with re s p ect 

20 to the comparative costs of ga s versus electric ity! 

21 A As befor e, we are demonstrating tc our 

2 2 consumers whatever choice of fuel that they woul d li ke . 

23 we provide information on the highest e ff ici~ncy heat 

2 4 pump . We'll make recommendat ions on comparable gas 

25 fu rnac es. 
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1 HR. HOLLAND: That's all I hav~. I couldn't 

2 stall long enough. 

) CHAIRMAN WILSON: I guess not . 

4 COMMISSIONER BEARD: You still have a chance 

5 thcough introduct i o n ot his initial testimony to drag 

6 it out a little further. 

7 MS. RULE: Commissioner, I realize t hat Gulf 

8 usually doesn't need any help in stalling, but could I 

9 bring up something? 

10 

11 (Pause) 

12 

1::; 

CHAIRMAN WILSON: Ha ng on jus t a moment . 

CHAIRMAN WILSON: Go ahead. I'm sorry. 

MS. RlfT4: There wa s an exhibit that \Jas 

14 r equested o r that Gulf asked to put in the r ecord. 

15 That was the Interrogatory No. 37, Publlc Counsel ' s 

16 First Set ot Interrogatories . That was the comparattve 

1 7 data. In looking a t the response, it doet>n't seen: t o 

18 conta in any data. 

19 

20 

CHAIRMAN WI LSON: I noticed that, too. 

MS. RULE: It contains a list of t hings that 

21 they s wear to God they could compare for us it we 

22 wanted them to, but it doesn't sa y wha t t h e comparison 

23 is. 

2 4 MR. HOLLAND: I think, and I d on't have it 1 n 

25 rront or me, but we invited , and I think Publ i c Counsel 
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1 did, in tact, come and look at that data, and Lhat's 

2 why I didn't hesitate. 

3 

4 

KR. BURGESS: knd Gulf looked bad relative t o 

all the othdrs. (Laughter) 

5 KR. HOLLAND: That's wh y l J1dn't hesitate t o 

6 introduce tho exhibit. I think 1! we had looked bad, 

7 i t would be in tront ot you. 

8 MS. RULE: Given that the exhlbit doesJ·,'t 

9 really q1ve us any comparative data 1tsel~, do we 

1 0 really need it as an exhibit? 

ll MR. HOLLAND: The exhibit, in response, dnd 

12 we really don't car e, but it says des c ribe each type o f 

13 comparative dat~ that we ma1nt~ in, and we responoed to 

14 the interrogatory. 

15 CHAIRMAN WIL~ON: Ha s the last compar1so n 

16 that you ran tor 1988 been provided to the Staff, or· t o 

17 a nybody ? 

18 KR. HOLLAND: Not t o my knowledge, other thdn 

19 those that we have presented here 1n terms o f O&M and 

20 our overall rates. The Commissicn, I think, keeps 

21 comparative stat1stics as well that you wou ld have in 

22 your tiles. 

2J COMMIS SIONER BEARD: Pe rhaps in lteu of that 

24 we could just get the newspaper article rhat c ame ou t 

25 about comparative O&H. 
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KR. HOLLAND : That would be fine - 

COMMISSIONER aEARO: I don't think I'd h~ve 

thought so, ~hat I saw. 

MR. HOLLAND: The ove r all rates, I think 

compare -- the one that I saw, compared very favorably . 

COKMlSSICNER BEARD: This one, I think was ln 

operation and maintenance as opposed to overall rates. 

It didn't see11 to take into accoun t distance and otl.er 

problems and everything that was relate d that you all 

should i n fairness be able to account f or . 

MR. HOLLAND: I don't know what you're-- I'm 

not rami liar --

COMMISSIONER BEARD: I'll relate th ~s, for 

example, if you live next to a coal mine, it's px·obably 

going to cost you a lot les s to transport it than it 

would be for you to transport your coal, right? 

MR. HOLLAND: Yeah, okay. 

COKMI~SIUNER BEARD: Wa s the potnt I was 

making. 

CHAIRMAN WILSON: 1 don't thlnk we need to 

mark this l!lS an exhibit. We have o workshop coming up 

on this same subject. 

Okay. Anythlng further ot this witness? 

COMMISSIONER CUNTER: I'm going to look at 

Mr. Bowers' list, cnme on over. 
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CHAIRMAN WILSON: I mi ssed that. What a re we 

2 talk t nq about? 

3 COMMISSIONER GUNTER: It's iust a l ate - filed , 

4 a spread s heet on Issue 100. He may have what we got. 

5 It he does, we'll just copy it now; if no~ --

6 

7 

CH~IRMAN WI LSON: Let's t~ke a few minutes 

and you c an go ahead and look at thdt. (Pause) 

8 We are go i ng t o adjourn right now and we 

9 will resume t omorrow morning a t 9:00 o ' clock . 

10 (Theroupon , hearing adjourned at 5:2~ p.m . , 

11 to reconvene at 9:00a.m., Thursday , June 14, 1 9~0. at 

12 the same location.) 
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