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July9, 1997 

MI. 9l8nc8 S. Bayo, Dndor 
OMiion ot RICIOI'da end Rtp0111ng 
F1ollda Public: s.Mce Commission 
2540 Shumard Oak BoulevMI 
TaDahu'" FL 323301170 

Dear Ma. Bayo: 

Re: Docket No. U IIG 
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POWER 

A MVnltaN C...._MHY 

Enc:loH<I •~ en original and ftiiHn cop1e1 of an lnfonnal Oa'- Requast that was 
r.queatad by Mlc:hMI Half per alelephone c:ona.,..,allon with Margaret Neyman, the 
t.Wttetlng s.Mcea ~ ot Gulf Power Company. 
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GUlf Power co..pany 
Docket No. 97059S-EG 
In!o~l Data Request 

1. Plea•e eJq)l&J.n why the eurr,ent Gult Express Loan Progra111 was 
not di,s continued when the co.pany t iled the Good Cents tnorgy 
Loan program. 

Answer : The existing program will remain until ell outstanding 
Gulf Express loans are repaid. However, there will be 
no nev loans issued through the Gul f !xpresa Loan 
program. All new loana will be issued as Good Conta 
Energy Loans. 

2. How ere defaults handled a nd have the associated costa beon 
included i n the program evaluation? 

Answer: Gulf participates in a loan pool with al l o! tho 
operating co!lllpaniea in the Southern Electric System. 
The first 1.5 \ ot any defaults in tho pool will be 
covered by Fannia Mea . Any loan defaults over tho !ir•t 
1.5 \ will be charged back to the issuing company base~ 
on the coepany•a participation rate in the total l oan 
pool. !xaapLe: The total loan pool (outstanding 
principal) is $30,000,000 Gul! has $2,SOO,OOO in tho 
pool. If the default rate goes a bove 1.5 \ by $50, 000, 
then Gulf 1a ruponsible t or (52 , S00, 000/$30,000,000) x 
$50, 000 • $4,166.67. The c redit Jeoring eri teria 
utilized was formula ted by Fannie Kae based on a very 
high experience rate to equate to a default rate o f 1. ~ 

\ or less. 

3. Please provide the assumptions used to calculate the kW a nd 
kWh savings. Please include a breakdown of ant icipaLod 
customer participation by installation type. 

Ana- r : Historical observations o f Gulf Power Company's approv~d 
Gulf Express conservation program and estim4tes o! 
future customer participation (including the e!!ect of 
other approved program. such as the Advanced Energy 
HanagOIIAnt Program) result in the foll owing assumptions: 

• Homeowners with existing gas equipment will 
participate at a higher level than other equipment 
types because o! the high saturation o r gas 
equipG*nt in tho existing housing stock and the 
relative value or electricity versus natural gao 
in our service area. 

• Partici, a tion by customers with electric 
resistance hea ting will be low as we promote t ho 
lower coat alternative o r an energy managom.nt 
ayst- to thea. 
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4. Ho~ were the projected participation levels determined? 

~~~ The projected participation levele are esti m.tee whic h 
incorporated the follo~ing info rmAtion: 

Gulf Power eeaiated cuetomera with 479 Gulf txpreae 
Loena in 1996. We ere dedi~ting our resourcea to a 
more eggreaeive .arketing effort t o our exiating 
reeidentiel cuetocnera. Thh etcort, along with a lo•n 
program accepted e nd embraced by our trade all i es, will 
reeult in en i nc rease in the partic ipation re t e in our 
l oan progr&lll . 

5. Ie the input date (excluding program epecific dat• l Cor the 
Coat tfCectiveneee enelyeia the eame •• that used Cor the 
evaluation of Gulf'• Commercia l Keil In Audit pr~gram Clled 
leat yeer? If not, pleaee provided any inputs that have 
changed. 

Anewer: The i nformation that hee changed between the two f ili ngs 
is reflected on the f ollowing chart. 
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6. Pl .. ae explain why the Participant•' Coat-Effec t iveness 

ratio is 0.28 and why, given suc h a ratio, Gulf e xpects 
customers to partic ipate . 

The Pezticipant• • Teet ie detalled on PSC ro na CE 2 . 4 
and waa inc luded aa part or Gulf P~wer's pet ition 
tiled with the Florida PSC on Hay 15 , 1997 . The 
pu.rpose ot tne ~Participant' a TestH i s t o compar e t he 
benetita o! e program thet accrue to the participan~s 
to the coata that participant• i ncur to participat e . 
In the c:&ae of the Good Cente Energy Loan Program tho 
participating c uatomora receive benef its from a ny 
reduction• in energy expenditures, the "buy down" in 
the interest rate, and from the customer's percei ved 
value received troa the equipment purchases ~do with 
the loan. The partic ipant costa as sociated with thia 
progrea ere the equ ipment costa and a ny increases i n 
energy expenditure• . 

This question erieee because the Coat- ECCec t ivoneas 
Analysis Method ol ogy (presc ribed by ~ule 25017.008 o! 
The Florida A~inietrative Code and e mbodied in t he 
Coat-Effe c tiveness Hodel known ae the Flo r i da 
Integrat ed Resource evalua tion Hode l ) does not make 
provision Cor either t he calculation o! no r the input 
ot the benefi t !rom the customer's perce i ved va l ue 
received !rom t he equ ipment pur chases made with the 
Good Cents Energy Lo•n. This value (benefit ) ca n not 
be known with cer t a inty but it is certai n t ha t it i s 
greater than (or, at least, equa l to) tho coat o f t he 
equipment. 

To illustrat e further, i n Gul! Power's !il in9 the 
1991 equi pment coa t ia shown t o be 55, 000 . The 
customer ia wi l lingly borrowi ng money t o pu rchase 
equi.-.nt cos ting $5,000 . The purchase h e v idence 
that the consumer values this equipment at more than 
(or, a t l eas t, equa l to ) the $5,000 i t coa t s him. 
Consequently, i ! a number great e r t han tho cscal a~ed 
face value ot t he typica l loa n was included i n t he 
analysis, the Participant Tea t would eas ily show 
positive net bene!ite a nd a be nefit/coat r a tio in 
excess o! one . Howeve r , the specif i c value o f t hi s 
participant benefit i a unknown and t ha t is why i t ia 
not normally i nc l uded i n the a na lysis. To aa y t hat 
it ia unknown, however, doea not deny the certai n 
knowlad9e that the perceived value o f t hese aqul~n~ 

purchs••• t o customer• mus t e xceed the coa t o t tha t 
aquip.ent . Otherwise, they would no t make t he 
purchases. Tt.e 0.28 value results by exc ludlnq lhls 
perceived benef it fro~ the ena lysis. 
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1. Thia proqraa'a cu.ulative diacounted net beneti ta become 

poaitive in the 30th year ot the an.alysb. Pl eau exphln 
why Gulf assu.ad a 30 year lite t o r this proqram. 

CuLt's has aaaumad a 30 year lite t o r all o! i t a 
conaervation proqrama and has prepared coat­
effectiveneaa analysia accordinqly. The only 
exception to this has bean the evaluation o! the 
t.dvanced !nerqy HanaqeJMnt proqram eval uated auumi nq 
a 21 year lite. 
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