
I 

I 

I 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISS ION 

In Re: Petition For Authority 
to Adopt the Gulf Express Energy 
Conservation Loan Program by 
Gulf Power Company. 

DOCKET NO. 9 11031-EG 
ORDER NO. 25531 
ISSUED: 12-24- 91 
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The following Commissioners participated in the disposition of 
this matter: 

THOMAS M. BEARD, Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER AUTHORIZING GULF POWER COMPANY TO ADOPT THE 
CONSERVATION LQAN TEST PROGRAM AS AN APPROVED 

COMPANY CONSERVATION COST RECOVERY PROGRAM 

BY THE COMMISSION: 

NOTICE is hereby given by the Florida Public Se rvice 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a person whose interests are 
adversely affected files a petition for a formal proceeding, 
pursuant to Rule 25-22.029 , Florida Administrative Code. 

Background 

on September J , 1986 , the Energy Conservation Loan Test 
Program (ECLTP) was initiated by the Commission as a two-year test 
program. That program targeted retrofitting existing residential 
dwellings with energy efficient measures to improve the thermal a nd 
mechanical efficiencies of those dwellings. The Commission 
guaranteed the energy conservation loans in the eve nt of a default 
and remitted a 4% interest subsidy to participating financial 
institutions. The f unding for this program was pr ovided through 
the Florida Energy Trust Fund. In the General Appropriation s Act 
for Fiscal Year 1991-92, Chapter 91-193 Laws of Florida, the 
Commission • s authority to enter into financial commitments was 
discontinued for any energy conservation loans and subsidies as of 
July 1, 1991. 
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In r e sponse to the legislative action disconti nu ing the 

funding for the ECLTP, Gulf Power Company (Gulf) petitione d the 

Commission for authority to adopt and continue a conser vation 
program (Gulf Express) patterned after the ECLTP. By Order No . 
24724 issued June 27, 1991 this Commission approved Gulf ' s pe titio n 

on an interim basis for loans made from J uly 1, 1991 through 

September 30 , 1991 . Order No . 24724 directed Gulf to consider two 

questions in filing for approval of Gulf Express. The firs t 

question concerns the cost-effectiveness of the loan program. The 

second question was whether the permanent loan program should 

include a requirement that the loans be securPd by a lien on the 
improved prope rty and if so , how such a security interest could be 

created. 

Gulf Express Program 

The Gulf Express program and its administrative procedures a re 

I 

patterned after the Commission ' s ECLTP. Admini s trative 

responsibility for the program, a role previously handled ~y the I 
commission 's staff , will ba hand led by Gulf personnel with cos t 

recovery through the Energy Conservation Cost Recove ry ( ECCR) 

clause. The proposed program will include the same 4% interes t 
subsidy and principal guaranty to the lender . 

During the 4 1/2 years Gulf participated i n the ECLTP , 
participating financial institutions have unde rwritten 3 , 860 
conservation loans a nd have experienced a default ratio of 1 . 19\ . 

The ECLTP establish·ed a maximum 2% defaulted loan criteria for 
participating banks which will be c ontinued under t he Gulf Express 

program. 

The Commission ' s current conservation goals r e quire uti lities 

to inc rease the efficiency of the electric and natural gas systems 
of Florida and the end use of those sources of energy by r educing 

wea ther sensitive peak demand, oil consumption, and kilowatt hour 
consumption to the extent cost-effective . In most instances the 

Gulf Express contributes to the conservation goals of increasing 

the end use efficiency of the electric and natural gas systems a nd 

reduces peak demand. However in i nstances whe re heat pumps 
replace existing natural gas furnaces the weather sensit ive peak 
demand is increased not reduced . Gulf ' s system uses approximate ly 
99% coal, so that any reduction in oil consumption is minimal at 
best. The Gulf Express program reduces kilowatt hour consumption 
and is cost-effective whe n viewed from the rate impact test, but 

the program is not cost-effective when viewed from the participants 

and total resource test. 
I 
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The Gulf Express program' s cost-ef fectiveness from the r ate 
impact analysis is predicated on evaluating the program us i ng 
Gulf ' s retrofit billing data and comparable conse rvation program 
savings data from the other three investo owned ut ilities . 
Therefore, under the assumptions of the cost-effec tiveness test 
customers ' rates will not be adversely affected if the projected 
energy and demand savings are realized. The participants a nd total 
resource tests are not cos t-effective primarily due t o the 
extensive cus tomer payback periods which exceed 21 years . In 
Gulf ' s mos t recent rate proceeding Order No. 23 57 3 , base rate 
approval of $44 7 , 390 was granted for the Good Cents Existing Home 
program to encourage energy efficient retrofitting and remodeling 
in a ll types of existing residential dwellings. Any ECCR reco ve ry 
of cost for the Gulf Express program should not duplicate cost 
already recovered for similar activities r ecovered in base rates . 

We agree with our Staff that Gulf should provide the 
Commission with a program description and standards a nd they will 
be filed within 30 days f rom the date of th i s Order . 

Guaranteed Program Security 

Our Staff has recomme nded and we agree that i n order t o help 
e liminate losses from c us t omer defaults Gulf should require i t s 
participating fina ncial i ns titutions to require proof of home 
ownership , a legal description of the property and the following 
language in the Promissory No t e : 

Maker shall not have the r ight to sell or transfer th is 
property until t his No t e is paid in full. In the event 
of a sale or transfer , the financial institution shall 
have the right to declare the entire remaining balance 
hereon due and payable and may have a lien on the a bo ve 
descr ibed property t o secure payment of this Note. 

To further discourage defaults, we are requiring that Gulf 
i nd icate to its participa ting financial i nstitutions that they 
s ho u l d record the promissory notes in the official r ecords in the 
county where the r e al pro pe rty is located, otherwise, the l e nding 
i ns titution wil l receive only a loan gua rantee of one-half of the 
eligible re imbursement amount in case of default . The Gulf Express 
p rogram will inc lude a maximum 2\ threshold for defaulted loans 
prior to suspending the participating financial institution . In 
add i tion to s u s pension of the institution, liability for defaulted 
l oan reimbursement payment wil l be l imited to 2\ of t e t otal 
principal loaned. 
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Cost Effective Analysis 

We agree with Our Staff ' s recommendation that Gulf shou ld 
perform additional analysis to determine the a c tual demand and 
energy savings of Gulf Express participants. Gulf relied upon the 
Residential Building Energy Program (RBEP) analysis for the demand 
and e nergy input data (2.0 kW , 9,769 kWh) for the cost­
effectiveness analysis. The RBEP i ncorrectly assumed that all 
participants installed both attic insulation and replaced existing 
strip heat with a heat pump. Approximately 20\ of all prior 
participants installe d both measures, while many installed a 
variety of eligible conservation measures. Energy sav i ngs 
associated with heat pump to heat pump replacements are 
significantly less than those replacing strip heat, whi le heat 
pumps replacing gas heating systems actually i ncrease the kWh usage 
of the home due to the fuel s witching. Additionally , Staff h ~s 
previously questioned the accuracy of the projected RBEP ener gy and 
demand savings i n prior conservation prog ram dockets . 
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Gulf also performed a post retrofit bill i ng analysis where the I 
kWh u sage of Gulf Express and non Gulf Express c ustomer s was 
a nalyzed for a two-year period before and a two-year period after 
the conservation measures we re i nstalled. Participating customers 
rea lized an annual reduction of 1 , 89~ kWh , while non participating 
c ustomers realized an annual reduction of 532 kWh . The post 
r etr of it sav i ngs are drastically different from the results of the 
RBEP a nalysis . 

Due to the difference between the two analysis and the need to 
validate actual demand and e nergy savings of the Gulf Express 
program, Gul f is directed to perform add i tional analysis and s u bmit 
a report to the Commission Staff by July 1, 1993 . Gulf may r eques t 
an e xtension if additional time is required t o complete the 
analysis. Our Staff will monitor Gulf ' s projec t e d and actual 
program costs per par ticipant i n the ECCR proceeding . 

It is , therefore, 

ORDERED that the petition of Gulf Power Company for authority 
to adopt conservation t est program known as the Gulf Express, a s an 
approved conservation cos t recovery prog ram is hereby approved 
consis t e nt with the terms and conditions set forth i n t h is Order . 
It is further 

ORDERED that this orde r shall become fi nal and this docket 
shall be closed unless an esppropriate petition for a formal 
proc eeding is r eceived by the Division of Records and Reporting, 
101 East Gaines Stree t, Tallahassee , Flori da 32399-0870, by the 
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close of business on the date indicated in the notice of furt h e r 
proceedings or j udicial revie w. 

By ORDER of the Florida Public Service Commission, this 
24 th day of __Q.g_CEtl_BER 1)91 

(SEAL) 

MRC:bmi 
911031.bmi 

Reporting 

NOTICE OF fURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is requ ired by Section 
120 . 59(4), Florida Statutes, to notify parties of a ny 
administrative hearing or judicial review of Commission o rders that 
is available under Sections 120 . 57 o r 120.68 , Florida Statutes , as 
wel l as the procedures and time lim1ts that apply. This notice 
should not be construed to mean all requests for an admi n istrative 
hearing or judicial review wi ll be granted or r esult in the rel ief 
sought. 

The action proposed herein is preliminary in nature anJ will 
no t become effective or final , except as provided by Rule 25-
22 .029 , Florida Administra tive Code. Any person whose s ubstantial 
i nterests are affected by the action propos ed by this order may 
file a petition for a formal proceeding, as provided by Rule 25-
22.029(4), Flo rida Administrative Code , in the form provided by 
Rule 25-22 . 036(7)(a) and (f), Florida Admi n ist rat ive Code . This 
petition must be received by the Director, Division of Records and 
Reporting at h is office at 101 East Gaines Street, Tallahassee , 
Florida 32399- 0870, by the close of business on 

1 / 14 / 92 

In the absence of such a petition , this order shall become 
effective on the day subsequent to the above date as pro~ided by 
Rule 25-22 .029(6 ), Florida Administrative Code . 
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Any obj ection or protest filed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes fi nal and effective on the date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court in the case of an electric, gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or wastewater utility by filing a notice of 
appeal with the Director, Division of Records and Reportjng and 
filing a copy of the notice of appeal and the filing fee w1th the 
appropriate court. This filing must be completed within thirty 
(30) days of the effective date of this order, pursuant to Rule 
9.110 , Florida Rules of Appellate Procedure. The notice of appe al 
must be in the form specified ]n Rule 9.900(a), Flor i da Rule s of 
Appellate Procedure. 
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