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Date of Filing May 15, 1990 

O· Will you pleaae atate your naae, buain••• addresa 

an4 occupation? 

A. My name ia Joel Thoma• Kilgore, Jr., and my buainess 

address is ~00 Bayfront Parkway, Pensacola, Florida 

32501. I am Manager ot Marketing Planninq and 

Research tor Gulf Power Company. 

O· Are you the aaae Joel Thoaaa Kilqore, Jr. who 

previoualy filed direct teatiaony in thia proceed­

inq? 

A. Yes. 

Q. Do you have any correction• or addition• to the 

teattaony an4 eahibita you have previoua1y filed? 

A. Yea. Subaequent to tilinq thia caae it was deter­

mined that a teat year torecaat aasumpt ion reqardinq 

the tranater of one induatrial customer from rate 

PXT to rate LPT needed to be revised. This resulted 

in minor chanqea to aome achedules and MFRs 

DOCU• on fT u •· ,. ~"' r-. ,', : ~ 
..:"'f~ l • efv • ..,._' .., 

0 4 2 6 0 M,\ ~ 11 t:~ 

r-FSC-f\:.CG~ J5/kEPOP.~ .h3 
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previously tiled. I have included these chanqes as 

follows: 

Schedules 7, 8 and 9 replace Schedules l, 2 a.nd 

3, respectively. Schedules 10, 11, 12 and 13 

replace MFRa El4, ElSa, E18b and ElSe, respec-

tively. 

some ot these revisions have been tiled previously 

in ruponae to interroqatoriea. The net base rate 

revenue t.pact ot these revisions is an increase in 

the teat year estimate ot $108,769, or only . 04 per­

cent. The impact on revenue and coat allocation 

between rate classes, however, was enouqh to justify 

revisinq the forecast. 

What is the purpose of your teat~oDy? 

To beqin with, I will address Mr. Johnson's charac­

terizat~on ot one teat year forecast assumption as 

questionable. 

The aain purpose of my testiaony is to point 

out ahortcoainqa in Mr. Rosen • a analysis of the 

Company's short-term forecast results. I will also 

diacuaa flaws in Mr. Rosen's conclusions reqardinq 

the t~st year forecast, and will explain the inap­

propriaten .. a of adjuataents to the forecast which 
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have been propoaed by Mr. Roaen and calculated by 

Mr. Larkin. 

Q. aave you prepare4 &D exhibit tbat contain• inforaa­

tion to wbiob you will refer in your teatiaony? 

A. Yea. 

counael1 We aak that Mr. Kilgore•• 
Exhibit, (JTR-2) compriaed of twelve 
Schedul .. , be marked aa 
Exhibit• throuqh 
tor identifiCation. 

Q. Do you agree with Kr. Johnaon•• ata teaenta in hia 

41rect teatiaony oonoerninq teat year aalea forecaat 

.-pectationa? 

A. Hot entirely. Mr. Johnaon expreaaea concern over a 

teat year aaauaption regarding the tran• ter ot one 

large (high uaage) cuatoaer from the PXT ( Larqe Hiqh 

Load Pac\:or Power Service 'l'iae-ot- Oae) to the LPT 

(Large Power Service-Tiae-of-Uae) rate achedule. As 

I have already explained, changed circumatances 

aubaaquent to production of the torecaat and prepa­

ration of the original tiling in thia proceeding 

warranted a revision to thia aaaumption . The 

reaul~inq chanqea have been provided in reaponse to 

Induatrial Intervenor•' interroqatoriea and r equeats 
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tor production of documents, aa well aa in the 

revised MFR8 and schedules contained in this teati-

mony. This should addreaa Mr. Johnson'• concerns . 

I believe it ia equally t.portant, however, to 

point out that the aaauaptiona eabedded in the 

original filing were well founded at that time. The 

transfer of the large cuatoaer troa PXT to LPT waa 

baaed on the historical billing daterainanta and 

contract in effect at the point in till• the forecast 

waa prepared. It also involved a thorough review ot 

the cuatoaer•a expected operating characteristics . 

The forecast assumption reqarding migration to the 

LPT rate was necessary because the customer was 

expected to tall abort of ainimua load factor 

requirements associated with the PXT rate. Only 

attar a new contract tor standby power was negotiat­

ed with this customer in February, 1990 did it 

become obvious that a modification to the forecast 

might be necessary. 

g. Please 4lscuaa Kr. aoaaD•a ••••••••nt of the coapa­

ny•s abort-tara foreoaating accuracy. 

A. Mr. Rosan•a Exhibit _ (RAR-7), sheet 1, which 

summarizes the Company•• short-term customer, anergy 
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aalea and baae rate revenue forecasts from 1983 

t hrough 1989, leads him to conclude in his testimony 

(pq. 41) that "the Company's forecaata have been 

f airly accurate in the paat on an average basi• 

although not on a year-to-year baais." Mr. Rosen 

f urther concludaa that paat forecaata of sales have 

exhibited a tendency to undereatiaate ac t ual aalea 

growth. Ria appendage of the 1983 through 1985 data 

in Exhibit ____ (RAR-7) to the data provided in 

Schedule 4 of ~ direct teatiaony tor the more 

relevant 1986 through 1988 period completely over­

looks important conaidarationa which should be 

i ncorporated into any auch analyaia. 

The tirat flaw in Hr. Roaan•a uaa of the 1983 

throuqh 1985 data ia hia failure to recognize the 

underlying factora contributing to exceptional 

qrowth in aalaa during this period. The sustained 

economic growth experienced durin~ these yeara 

exceeded the expectations of moat forecasters, 

i ncluding the major forecasting services generally 

relied upon for projections of national and regional 

qrowth indices. Accordingly, electric utilities and 

moat other industries which uaa these projections of 

economic growth in preparing thei r own forecasts 
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understandably had greater difficulty in achieving 

short-term accuracy during this period. This is 

particularly true tor utilities in the southeastern 

United States, which experienced robust growth 

during these years. During the years 1984 and 1985, 

which ahov the largest percentage deviations tor the 

Ccmpany•s torecaat in Mr. Roaen•s Exhibit 

(RAR-8), the Florida and southern sub-regions ot the 

North American Electric Reliability Cour.=i1 (NERC) 

produced net energy tor load well above forecast 

levela, as ahown in my Exhibit Schedule 14 

(JTK-2). In tact, during 1984 every NERC region in 

the Onitec1 Statea, without exception, experienced 

growth above torecaat levels. Given this frame ot 

ref erence, it ia apparent that the company's tore­

cast deviation• during these years are mostly 

attributable to an unuaual growth spurt, rather than 

an inherent biaa in the process and methodology. 

This ia further supported by my Exhibit Sched­

ule 15 (JTX-2), which illustrates the high rates ot 

growth experienced by the Company during the 

1983-1985 period relative to other recent years. 

Mr. Rosen•a attempt to divert attention trom the 

Company's exaplary short-term forecasting accuracy 
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established during the more recant 1986 through 1989 

period is not surprising, given ~~· lack of support­

ing evidence for hia recommended adjuatmenta. 

The analyais and concluaions offered by Mr. 

Rosen regarding the Company's forecast accuracy 

ignore another important conaideration . As stated 

on page 6 of my direct teatimony, Exhibit 

Schedule 4 summarize• the accuracy of the company's 

ahort-taxm retail forecast over a period of time 

(1986-1989) during which the aama methods and models 

were employed aa ware uaad in producing the tes t 

year forecaat. In term. of aasessing trends in 

short-tara accuracy resulting fro• the forecast 

proceaa uaed for teat year purpoaea, this is the 

only time frame that is relevant. 

Finally, Mr. Roaen conveniently fails to 

aantion that the company's foracaat of base rate 

revenue• haa in fact exceeded actual revenues for 

the two aoat recent years, 1988 and 1989. He also 

choo••• to avoid calling attention to the fact that 

weather normalized energy aalea were within 0.2 per­

cant and 0.1 percent of forecast, respectively, tor 

these aame two years. 
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Q. Pleue 4iacuaa Hr. aoaen• • analysis of the qrovth 

coaponent in aaaeaainq forecast aoouraoy. 

A. Again, Mr. Rosen uses an irrelevant period in his 

analysis time fraae (1983-1985), aa I have already 

discussed. Be also uses a questionable approach in 

attempting to support his argument. Mr. Rosen 

presents a auaaary on sheet 2 ot his Exhibit 

(RAR-7~ which att .. pta to depict the company's 

percent deviation on the growth component. 

The evaluation of a forecast baaed on percent 

deviation on the qrowth component represents an 

unusual traae of reference. It is not commonly used 

in evaluatinq forecast accuracy unless the variable 

beinq forecast exhibits stable growth tendencies and 

is not subject to volatile influences, such aa 

weather, which can result in larqe awinqa fro• one 

period to the next. Therefore, I would not consider 

it of much value in evaluating forecast accuracy tor 

enerqy sales or base rate revenue, both ot which are 

significantly iapacted by weather and economic 

conditions, aaonq other thinqa. 

However, since Hr. Rosen feels coapelled to 

examine forecast accuracy on the qrowth component, 
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one comparison ia worth not ing . In the company's 

last rate filinq (Docket No. 881167-EI), Mr . Roaan 

proposed a 0.5 percent upward adjuataent to the 

Company' a 1989 teat year forecast. Aa calculated by 

Mr. Larkin in Docket No. 881167, Exhibit (HL-20), 

this raaultad in an incraaaa of $1,226,032 for a 

total teat year baaa rate revenue aatiaata of 

$246,432,477. My Exhibit Schedule 16 (JTK-2) 

provides a eoaparison of the company's growth 

component foraeaat accuracy for 1989 with that of 

Mr. Rosen and Mr. Larkin. Despite the fact that the 

Roaan/Larkin aatimata was made almost a year after 

the Coapany•a forecast waa produced, allowinq thaa 

to uae four months of actual data for the 1989 teat 

year, their forecast error was more than twi~e that 

of the Company. 

In summary, Mr. Rosen's analysis in his Exhibit 

(RAR-7) rapr .. anta an attempt to draw attention 

away from the real iaaue, which ia the accuracy of 

the forecast of teat year baae rate ravenuaa, DQt 

the change in aalaa or base rata revenues. Evan if 

one doea wiah to consider forecast accuracy aa 

measured on the qrowth component, Mr. Rosen and Mr . 
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Larkin have a poor track record in compariaon to the 

Company. 

Q. Plaua 4lacnu~a liZ'. aoaan• a atataanta a1ut conclu-

alona r89ardlD9 the iapact of price aaau.ptiona on 

the teat year foreoaat. 

A. on paqu 44 an4 45 of hia direct t eatiaony, Mr . 

Roaen attapta to a4dr••• the impact of price 

aaauaptiona on the teat year aalea forecast. In 

doinq ao he aaku aoae incorrect atatementa. 

Firat, Hr. Roaen atatea that, in calculatinq 

1990 teat year aalea, the Company aaaumed that the 

tull rata increaae originally requeated by the 

Company voul4 be bpl-ente4. While the Company did 

aeauae full recovery, the timing aaaumed for perma­

nent rate relief vaa late 1990, ao that only the 

aaauaed interia increaae had any impact on the teat 

year. ~. Roaen alao incorrectly stat•• the amount 

of the intaria increaaa requaat aa $26.3 million, 

inatead of the actual $22.8 aillion aought . 

Aa I atated in ~y depoaition by Public Counsel 

on April 5, 1990, the Company did, in f act, aaaume 

that an intaria inoreaae would be granted durinq 

1990. ~• have performed an after-the-tact analyaia, 
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aupplied as Late File Exhibit No. 1 to that depoai­

tion, which auaaarizes the impact of this assumption 

aa compared to what we now believe our price lev-ls 

will be through the end of the year. The differ­

ence, as Mr. Roaen correctly noted in his testimony, 

ia only 19 GWH. Thia aaount ia of little signifi­

cance, repreaenting 0.2 percent of the teat year 

retail aalea forecaat of 7,699 GWH. 

Q. Do you 008814er Mr. aoaen•a recoaaen4e4 edjustaent 

to the forecast to be reaaonable? 

A. No, I do not. In fact, Mr. Roaen•s recommended 1.0 

percent adjustment ia arbitrary and lacks substan­

tive aupport. Mr. Roaen states on page 46 of his 

teatimony that thia recommended adjustment is 

reaaonable for two reaaons, but fails to provide 

credible aupport for either one. 

The firat reason offered by Mr. Rosen for the 

adjustment ia that the company "haa tended to under­

forecaat year-to-year salea qrowth in the past." I 

have already diacusaed the inadequacies and false 

conclusions related to inclusion of the 1983 through 

1985 time period in Mr. Rosen's Exhibit 

(RAR-7). I have also presented data which clearly 
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indicate• that the Coapany•a ahort-term forecaats 

have proven extremely accurate in recent yeara. In 

addition, my two paqe Exhibit Sch~dule 17 

(JTK-2) demonatratea that, for the relevant period 

for compariaon purpoaea (1986-1990), the company's 

forecaat deviation• have been both poaitive and 

neqative. 

Hr. Roaen•• aecond reaaon for characterizinq 

the 1.0 percent adjuataent aa reaaonable ia that 

"consideration of the current forecast shows that 

aome under-torecaat ia quite likely to occur aqain 

tor the teat year." Part of Hr. Roaen•a baaia for 

thia atat .. ent ia hia obaervation that, "the fore­

caat increaae ia unprecedented aince 1983 in beinq 

so low." Aqain, thia reaaoninq taila to recoqnize 

the factor• underlyinq qrowth. In particular, 

aubatantial reduction• in conatruction and housinq 

atarta are currently beinq aeen across the nation. 

With reqard to teat year price aasumptions, the 

iapact on the teat year forecaat ia very small, 

repreaentinq only 0.2 percent of the teat yeer aalea 

eatimate. An adjuatment for price aaaumptions 

ahould be conaidered only if other teat year assump­

tions are exaained, includinq thoae which would 
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cause the forecast to be too high. I do not believe 

any adjuataenta are necessary, aa it ia evident from 

the year-to-date April comparison in my Exhibit 

Schedule 17 that the teat year forecast ia reason-

able. 

Finall y, baaed on the observed performance 

record ot Kr. Larkin and Mr. Rosen in .akinq adjust­

menta to t .. t year aalea torecaata, I believe that 

their proposed adjustment tor the 1990 test year is 

inappropriate . They used essentially the same 

argument tor aakinq an adjustment to th~ 1989 teat 

year torecaat in Docket No. 881167-EI. My Exhibit 

Schedule 18 clearly d .. onatrates that the 

arbitrary approach used by Mr. Rosen and Mr. Lar kin 

yields poor results in comparison to the Company' s 

forecast. Aa indicated in the bar diagram, they 

over .. tiu.ted 1989 teat year revenues by $2,401,822 . 

This exceeded the Company' a forecast error by 

$1,226,032. Both past experience and available data 

indicate that the current adjustment propo~ed by Mr. 

Rosen and Mr. Larkin ia alao seriously flawed . 

Q. Doew this conclude your teatiaony? 

A. Yea, it does. 
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STATE OF FLORlDA Doc k e t No . 8 9 l3 4 S - E I 

COUNTY OF ESCAMBIA 

Before me the undersiqoed authority. personally appeared 

--~J~-~T~h~o~m~a~s~~K~i~l~q~o~r~e~·~J~r~·----------· who being first duly sworn. 

deposes and says that he/she is the Manager of Marketing 

Planning and Research of Gulf Power Coapany and t hat the 

foregoing is true and correct to the best of his/her knowledge, 

information and belief. 

Sworn to and subscribed before me this day of 

.j) ) / f.t I , 1990. . 7 

-:_>f .. I :II I ~ ?r( 11: ), 
Notary Public, State o£ Florida at Large 

My Commission Expires: 
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I GULF PCII1'JI CXICPANY 

1990 R!DlL COS'!'OfllR POil!CAST 

I C1a .. 12 Mootb AYeraqe 

Reddent1al R..-eoue Co4e Y e&r-ED~! CU.toeera Nuaber of Cu.stoeers 

I 
w • ------·· =· 

RS Ol-o9 255,585 253,508 

RST 10 18 18 

I OS-II 50 2,01)7 1,947 -
TO!'AL Retl1dect1&1 257,610 255,473 

I ~rcial 

I GS 201-203 22,084 21,967 

GSO la. 10,348 10,248 

GIST 206 8 8 

I GSOT 208 170 167 

LP 216 83 82 

LP1' 217 5 5 

I 
ss 218 0 0 

OS-II 220/222 1,637 1,608 

OS- III 221 375 367 - -
I TO!'AL ~rcial 34,710 34,452 

Illduatrial 

I 
GSO 250 168 167 

I 
GSOT 251 6 6 

LP 254 26 26 

LPT 255 27 27 

PIT 261 6 6 

I ss 265 1 

·- ·-
TO!'AL Ioduatr1a1 234 233 

I Street Li9bt1D9 
• 

I OS- I 408 52 52 

OS-I 411 4 4 .. 
I TOrAL Su.et L1qbt1Dq 56 56 

TO!'AL RETAIL 292,610 290,214 

I l«n'!: Detail aay oot .u. to totals ®e to rouDdioq. 

I 
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Class 
Ru1deDt1al ·-
RS 
RST 
OS-II 
Uab1lled 

GS 
GSl) 

GST 
GSD'l' 
LP 
LP1' 
ss 
OS-II 
OS• III 
0Db1lle<S 

lodustrial . -
GSl) 

GSD'l' 
LP 
LP1' 
PXT 
ss 
Uabilled 

TOTAL loduatria1 

Street LiqbtlDg 

OS• I 
OS• I 

--
TOTAL Street L1qbtinq 

'1'0tAL RETAIL 

02-o9 
10 
so 

201- 203 
204 
206 
208 
ll6 
217 
218 

220/222 
221 

250 
251 
254 
255 
261 
265 

408 
411 
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I GUL1 POifi'Jt CXIIPANY 
1990 RETAIL BASE REVDruE f'ORECAS1' 

I Class 
Residential ReYenue CocSe Ba.se R.evenue 

I - -- - ·-------
RS 02-o9 $131,548,665 
RST 10 10,625 

I OS-II 50 1,297, 714 
Unb111ed 306,223 - --

I TOTAL Resi&.Dtial $133,163,227 

eo.erc1a1 

I -
GS 201-203 $14,979,797 
GSD 204 48,355,924 

I GST 206 5,692 
GSOT 208 781,291 
LP 216 6,358, 343 

I LPT 217 1,637, 973 
ss 218 48,938 
OS-II 220/222 1,195,633 

I 
OS• III 221 335,751 
Ullb111ed 177,783 .............. _ 
TOTAL C~ia1 S73, 877 , 125 

I Industrial -
I GSD 250 $2,566, 006 

GSDt 251 182 , 513 
LP 254 2,997,403 

I LPT 255 18,172,153 
PXT 261 16,366,364 
ss 265 721,773 

I Unb111ec1 80,710 --
TOTAL Iodu.atrial $41,086,922 

I Street. L!9bt1D9 

I OS•I 408 $1,247,759 
OS• I 411 15,595 ·----·--·-

I TOTAL Street L!9bt1D9 S1,2E-3,354 

TOTAL RftAIL $249,390,628 

I 
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SOUTHEASTERN UNITED STATES 
ANNUAL NET ENERGY FOR LOAD 

1984 - 1985 
ACTUAL vs. FORECAST (Millions of KWH) 

Sub-regions 1984 
=-----=•a••• ----Florida and Southern 

Actual 223,833 
Forecast 218,377 
Deviation 5,456 
\ Deviation 2.5\ 

0 

SOU11EASTEAN llaTED STATES 
AIIIUAL NET ENEABY FOR LOAD 

18M- 1886 
AC'I'U~ n. PORBCAST 

1114 1185 

• . F__. 

1985 
==== 

239,535 
228,821 

10,714 
4.7\ 
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GULF POWER COMPANY 
HISTORICAL GROWTH RATE ANALYSIS 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

Territorial Customers 

(Year End) 

191,755 

196,956 

205,831 

213,626 

221,173 

231,750 

245,317 

257,693 

266,730 

273,544 

279 , 747 

285,326 

\ Growth ··-=··--= 
2.8\ 

2.7\ 

4.5\ 

3 . 8\ 

3.5% 

4.8\ 

5.9\ 

5.0\ 

3.5% 

2.6\ 

2 . 3% 

2.0\ 

TEAAITCitiAL CUSTOMERS 
I 8AOWTH 

Retail Energy Sales 

(Mil. of KWH) 
•••••••:c••••a 

5,041 

5,061 

5,137 

5,209 

5,242 

5,598 

5,906 

6,299 

6,637 

6,897 

7,227 

7,574 

% Growth 

3 . 5\ 

0.4\ 

1. 5\ 

1. 4\ 

0.6% 

6.8\ 

5.5\ 

6.7\ 

5.4\ 

3.9\ 

4 . 8 \ 

4.8\ 

F£T AIL 9EA6Y SAl ES 
I 8AOWTH 
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Actual 
Growth -

$10,613,926 

L.. 

g 
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c: 
C) 
0 
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C) 
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CX»>PAR.ISOf ~ POII!CA8T ACCI1IlACY 
1989 T!l'r 'fUR 

GllCII"''M IN Rr:!AIL lAS! RAn REVDIUZ 

au. Rate ......,. ($) Porecut 1Dc:reue YS . Actual Increue 1\) 

30 

25 

20 

15 

10 

5 

0 

SU,015,741 

~lf Poftr 
rorecut Growtb 

$11,719,716 

Ro•en/Lanin 
Porecut Error 

22.6\ 

DCDCET tG. •ss67-EI 
sa TEST YEAR 

IETAIL BASE RATE AEVBIIE fiDTH 
FORECAST EAAOA 

22.D 

11.1X 

ROSEN/LARKIN GULF POWER 

~lf Power 
rorecut Error . -

11.1\ 
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GULP POIID cmi'Mf 
~-TEIII 

RETA1L f"'RZ.CAS'f ACCOJIACY 

1986 1987 1988 - - -
C~atOIIIUS - Aver~ Nullber 

Actual 263,637 271,439 277,876 
Fo~ 26t,56l 27C,951 279,191 
0..1at10D (il!) (3,512) (1,315) 
\ Dev1&U011 (0.3) (1.3) (0.5) 

ADDual JIGi Salu 

Actual 6,635,869 6,895,620 7,226,256 
roncut 6,54.3,120 6,658,231 7,27fi,C71 
0..1at10D 92,7t9 237,389 (50,215) 
\ O..iatioo l.C 3.6 (0. 7) 

Meatber Adj~at.S 6 1620,8U 6,762,3lt 7,287,515 
DeYiaUOD 77,721 104,093 ll,OU 
\ O..iation l.l 1.6 0.2 

Base Jlate ReYeuua (TbouN""• of Dollars) 

Actual 215,510 22t,t76 233,U7 
Forec:ut 212,733 217,507 237,200 
Devi&Uoa 2,777 6,~9 (3, 783) 
\ 0..1at1on 1.3 3.1 (1.6) 

Ylor14a PWIUc Senioe eo.ua1oo 
~t Ko. 8913C5-EI 
GULF POfER COIU'ANY 
Witn•aJ J. Thoau ICUqore, Jr. 
!llhl.b1t No. (JTl-2} 

ScHdule 17 
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JAM-APR 
1989 1990 - .. 
283,82t 287,020 
28C,698 287,318 

(87C) 1298) 
(0.3) (0.1) 

7,573,658 2,15t,332 
7,566,302 2,273,C03 

7,356 (119,071) 
0.1 (5 .2) 

7,575,022 2,267,530 
8, 720 (5,8731 

0.1 (0.3) 

2U,031 68,332 * 
2C5,206 72,528 

(1,175) (t,l961 
(0.51 (5.81 

• Bue rete revenue rigou.ra for April are preUaina.ry Uld uc1ude 1nter111 1Dcreue. 
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1989 TEST YEAR FORECAST RESULTS 

ACCURACY COMPARISON 
ROSEN/LARKIN vs. GULF POWER 

40,000 r-----------------------------., 
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f o; 
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20,000 

If - 10,000 
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0 

~ (10,000) 
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30.475 MWH 1.1 .... MWH ............................... . 

, .~, .J ... MWH ....................................................... ;,co.,.ltft'-· MWH .............. .. . 

(2o.ooo) ~~-------,-------------r------_j ~g~~w~ :t&i..,l:'~ 
.... c: ...... a ... ~ 
o .... ~ez:"' 

Retail Soles 

18§ Rosen/Larkin 
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F1fth Set ~ ~ 1m 

II Gulf Power 

Weather Adjusted 
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ACCURACY COMPARISON 
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