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GULF POWER COMPANY 
Before the Florida Public Service Co.miaaion 

Rebuttal Teatiaony of 
Robert D. Buahart 

In Support of Rate Relief 
Docket No. 891345-EI 

Date ot Filing May 21, 1990 

Q. Will you plea .. atate your naae, buaineaa addreaa and 

occupation? 

A. My name ia Robert Duncan Buahart, and my buainess 

address is 500 Bayfront Parkway, Penaacola, Florida 

32501. I am an economiat and I am the Supervisor of 

Forecas ting and Marketing Planning for Gulf Power 

Company . I aa alae .. ployed by the United States Army 

Reserve and aa~iqned to the 36lat Civil Affairs Brigade 

as Assiatant Chief of Staff in charge of the 17 person 

Economics and Commerce aection. In this latter posi­

tion , I direct and auperviae the analyaia of Central 

and South American countriea at the aacro, micro and 

indi vidual market aeqment level. 

Q. Pleaae deacri.be your educational backqround. 

A. I received a Bachelor of Science degree in Chemistry in 

1965 and a Maater ot Science degree in Economic• from 

Murray State University in 1975. I attended the 

Univeraity ot Xentucky and paaaed ay prel i minary 

examination• tor adaiaaion to ~~e candidacy for the 
OOCUMEHT NUMBER -DATE 

04455 MAY21 BOO 

r PSC-RECOROS/REPORTING 
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Page 2 

Ph.D. deqree in 1978. In addition to aicro and macro 

economic axaainationa ay ax .. ination fields tor candi­

dacy for the Ph.D. deqree included Environmental 

Economical Enarqy Econoaica1 Aqricultural Economics; 

and Economic Policy. 

Plaaaa deacribe your aploy~~ent experience. 

Upon leaving the University of Xantucky, I accepted a 

position aa Chief Econoaiat at the West Florida Region­

al Planninq Council and waa the principal author ot a 

two volume Economic and Policy Analysis of the 

Northwest Florida economy. I have taught aicro, macro 

and managerial economics courses at the graduate and 

underqraduate levels at the University of West Florida 

and marketinq and finance couraea at the undergraduate 

level. In 1980, I accepted a poaition with Gulf Power 

Company aa an Econoaiat in the Marketing Department, 

where I have aaaiated in the davelopaent of the Compa-

ny•a cuatoaar, KWH sales, and revenue forecasts. In 

addition to torscaating, •Y principal duties were the 

economic analyaia on project• involvinq aarketing, 

research, and the load research aa it applied to 

conservation and aalea proqraaa. In 1985 I vaa promot­

ed to Senior Econoaiat with baaicall~ the aaae respon­

aibilitiea but with additional eapbaaia on the analysis 
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ot enerqy po1iciea and their iap1ications to the 

utility industry in qeneral and apecifically Gulf Power 

Company. In 1988 I vaa proaoted to Superviaor of 

Forecasting and Marketinq Planning. I auperviae and 

direct the vork of the econoaic, torecaating, marketing 

planning and adminiatrative ataff aeabera compriaing 

the Forecaating and Marketing Planning atatt aection. 

Q. Kr. 8\:Jhart, vbat i• the purpose of your teatiaony? 

A. The purpose of my teatiaony ia to provide rebuttal to 

the atat .. enta made and poaitiona taken by Mr. Helmuth 

w. Schultz, III contained in hi• direct teatiaony in 

thia docket. I will be apecitically addreaaing his 

poaition reqarding the reduction in overall coat ot 

aervice a• a reault of our aarketing proqrama. 

Q. Rave you prepared an exhibit that oontaina intoraation 

to which you vill refer in your teatt.ony? 

A. Yea. 

Counsel: We aak that Kr. Bushart' 11 

Exhibit, coapriaed of 1 
Schedule be aarked tor 
identification aa 
Exhibit __ • (RDB-1) 

Q. Would you pl .... explain your duti .. aa Superviaor ot 

llarJtatinq Planninq? 
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Paqe 4 

A. I direct the analyaia and conceptualization ot aarket­

inq planninq to aacertain vhat kinda o t aarketinq 

program• are appropriate tor the reaidential, commer­

cial and induatrial claaaea. our analyaia eatabliahes 

that theae proqraaa are beneficial to both the partici­

patin; euatoaer and the qeneral body of ratepayer•. 

There are baaically tvo typea of aarketinq programs 

deaiqned for each of our pri•ary cuatoaer cla• ••• · 

Q. Would you pleaae explain th ... tvo baaic type• ot 

aarketinq progr ... ? 

A. The two baaic typea of aarketin; proqr ... are conaerva­

tion aarketinq proqr ... and aalea aarketinq programs. 

Conaervation aarketinq proqr ... are deaiqned to coat­

effectively ainiaize the on-peak conauaption of elec­

trical ene~ vhile aatiafyinq our cuatoaera' needs. 

Salea aarketinq proqr ... are deaiqned to aatiafy our 

cuatomera• needa priaarily durinq off-peak period• when 

their coat cauaation ia zero or very ... 11. Both types 

of marketin; proqraaa contribute to loverinq of the 

averaqe total coat of electric enerqy, ther eby contrib­

utinq to the vall beinq of the citizana of our aervice 

area. 

Conaervation aarketinq proqr... lover the averaqe 

total coat by coat-effectively deferrinq current and 
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future invaataanta in tran.aiaaion and generation 

facilitiaa needed to anaura reliable and coat-affective 

electric aarvica during tba auaaar paakinq parioda. 

Salaa aarkatinq proqraaa contribute to lover 

averaqa total coat by apraadinq tba fixed coat nacea­

aary to aarva the aumaar loada over aora kilovatthours. 

Both typaa of aarkatinq prograaa uaad aaparataly or in 

conjunction with each other are coat-effective for 

Gulf'• general body of ratapayara. Tha lovarinq of the 

avaraqa total coat of electrical aarvica relative to 

what it would have bean without the aarkatinq proqram 

increaaae both the conauaar aurplua of each individual 

raaidantial cuato•ar and the profitability of our 

com11arcial and induatrial cuatOJtera. Thia ia not only 

directly beneficial to tha citizen• of our aarvica area 

aa reaidantiel cuatoaara but alao contribute• to ~e 

overall vall baing of our nation by aaking tha qooda 

and aarvicea produced within our aervice area aora 

competitive in tha international •arketplaca. 

Q. Do you conaidar Gulf Power Caapany to be a low coat 

provider of electrical -rvice? 

A. Yea. Gulf Power ia one of the loveat coat electrical 

aarvica provider• in the southeaatern United Stat••· 

The philoaopbiea of aanaqaaent on both coat containment 
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and the efficient utilization ot current and paat 

inveataenta are aajor contributor• to the lov coat ot 

electrical enerqy in our aervice area. 

Q. Have you prepared an analyaia that .upporta your 

poaition? 

A. I will addreaa the economic analyaia uaed in evaluating 

our marketing proqraaa and thia relationahip to fixed 

invested capital. I will uae the reaidential aarket 

tor this analyaia thouqh a aiailar analyaia can be used 

i n the aarketinq proqr... tor the ea.aercial and 

induatrial claasea. I will illuatrate that it ia 

beneficial tor the qeneral body ot ratepayer• tor Gulf 

Power to puraue ott-peak salea in the reaidential 

market. 

Q. What data dou Gulf Power bave on oc:w;•ti ti ve and 

non-COIIpetitive CODa\lllption iD tba reaideDtial aactor? 

A. Gulf Power conducted the Energy Efficient Hoae Study in 

1985 to apecitically deteraine the daaanda and con•ump­

tion cauaed by beatinq, ventilation and air condition­

inc; unita (BVAC), water beatinq unita, and the ~hole­

house consumption. In addition, CUlt Power aeaaured 

the qallona ot bot water that the r .. idential unita 

conauaed. All data vaa recorded in 15 •inute intervals 
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ao that the priaary coat cauaality could be determined 

tor thaaa raaidancaa and th••• principal energy consum­

ing unita. Thia data vaa collected on a randoa aample 

ot recently conatructed Good ~enta hoae• with conven­

tional water heatin;, Good ~ant• hoaea with advanced 

water heating ayat... and conventionally conatructed 

homea. Thia load reaaarch project waa undertaken to 

both ;ather data on our axiating reaidential conaer­

vation .. rketing proqraaa and to fora the basi• tor 

changea, it required, in future aarketing programs. 

Q. Would you 1nmw•riaa the fi.ndincJ• ot the Energy Effi­

cient Boae Study - they relate to your analyaia? 

A. My Schedule 1, pa;e 2 indicate• that non-competitive 

load• amounted to 11,263 ~ and the coapetitive loads 

ot water haatin; and heatin; aaounted to 6,194 ~- In 

addition, the water heatin; load contributed 0.21 KW to 

the aWIIlUr coincident peak. 

Q. Ia Gulf Powar eo.pany a •• .._r peaking utility? 

A. Yea. Gulf and the Southern C011pany Syat .. plan genera­

tion tor only auaaer paaJta. Gulf Power haa bad two 

winter peaka in the paat thirty-five yeara. Theae 

winter pea~ occurred on the coldeat and fourth coldest 

daya baaed on over 100 year• of hiatorical weather 
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data. The Southern electric ayatea haa not had a 

winter peilk aince 19!51. Southern'• reaarve aarqina, 

after achedu1ed and planned qeneration aaintananca to 

cover the aumaer peak perioda, are aiqnificantly hiqher 

in the non-au.aer aontha. The tranaaiaaion •Y•~••• ot 

both Gulf anc1 Southern are c1eaiqnec1 to .. et the auamer 

peakinq loac1a. Gulf'• Ten-Year Site Plan incluc1ea two 

peakinq unit• c1eaiqnec1 to enaure reliable qeneration 

capabilitiea for the au.aer period. Theae unit• will 

be dual fuelec1 to enaure that the leaat coat fuel ia 

available for utilization when neec1ec1. 

Q. Doea it coat CUlt -.ora in fixed inv-tllenta to ••rv• 
the COJII)atitiva loac!a of water baatiDq aDd heating? 

A. Yes. It require• an additional inveataant of about 5.7 

percent above the invaataent neceaaary to enaure 

reliable aervice tor the non-coapetitiva loada durinq 

the a\Dilller aontha. 

Q. Doea thia iDaraaM t1w total baaa rata r.venua require­

JMmta tor Gulf? 

A. Yea. However, that 1• not relevant. What i• both 

relevant anc1 iaportant ia that thia increaental invest­

ment ia coat-effective froa the qenaral body of 

ratepayer•' perapective. 
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Paqe 9 

Q. Why ia t:hia beneficial to all otbar ew~to.era? 

A. The additional 5.7 percent invaataant !ncr••••• overall 

aales of electrical anarqy by about 50.0 percent, while 

aatiatyinq the cuatoaera• needa in a coat-effective 

manner. Theae increaaed aalea not only cover thia 5.7 

percent incremental coat but alao apraad the fixed 

invaatment naceaaary to aerva the au.aar peakinq load 

over many aora kilowatthoura, thereby decreaainq the 

avaraqe total coat troa what it otherviae would have 

bean. 

Q. Rave you utiaatecl the co.t to aerve the caapetitive 

load VII. the coat to aerve the non~titive loada? 

A. Uainq the 1990 Coat-of-Service intoraation tiled in 

thia docket, the raaidantial claaa vaa allocated 

$711,411,000 ot qroaa capital inveataent or $2,806 on a 

per raaidantial cuatoaer. Non-coapetitiva load coat 

raquir ... nta are $2,654 and coapatitive l?&d coat 

raquir-•nta are $152 per cuatoaar. 'l'hia indica tea 

that it ia over nine tiaea aa coatly to ••rv• the 

non-coapatitive load aa it ia to ••rv• the competitive 

load on a per kilovatthour baaia. Thia larqa differen­

tial in coat to aerve ia becauae the vaat aajority of 

our reaidential invutaant ia required durinq the 

au.aer peakinq ~riod and would be non-productive 
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durinq the r ... inder ot the year it not for co:petitive 

Q. Have you utiaatAid the baaa rate revaDUU venerated by 

both the cc•lijJ4tit1ve and DOD-o-Wi•t1t1ve aalu? 

A. Yea, uainq the Enerqy Ztticiant Boa• Study and the 

taritta approved in the 1984 Gult Power Coapany rate 

case, the competitive aalea qenerate $200 and the 

non-competitive aalea qenerate $461 in baa• rate 

revenue• per cuatoaer. 

Q. Have you -tiaated the payback on the 4itterance 

between the ccmpetitive invut.ent and the non­

ccmpetitive invua.nt? 

A. Yea. Uaing the baae rate revenue• and the aeparated 

inveataent coat 4er1ve4 above, the at.ple payback 

analyaia reaulta in the coapG~itive inveataent beinq 

recovered in 0.76 yeara while the non-coapetitive 

inveataent takea 5.8 yeara. Tbia 1• au.aarized in ay 

Schedule 1, paqe 2. 

Q. Bave you prepared an •Xbibit Uo¥1Dg the~ loaa 

ot caapetitive load .. 1 .. tor 100,000 raa14ent1al 

c:uatc:.era? 
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A. Yes, I have prepared a partial analyaia on the aaaumed 

loa• of competitive aalea on 619,400,000 ~ repreaent­

inq the aalea to 100,000 reaidential euatoaera. The 

100,000 reaidential cuatoaera repreaent the appropriate 

number of co•petitive load cuatoaera Gulf haa added 

aince 1972. Kilowatthour aalea are 4ecraaaad 18.6 

percent, ravanuaa are dacraaaa4 15.2 percent and 

inveatad capital ia 4acraaaed 5.4 percent. Thia 

raaulta in a deer•••• in baaa rate revenue requirements 

of $5,218,050. 

However, the baaa rata centa par KWH i• now re­

quired to incraaaa to all raaidantial cuato••r• tor all 

conaumption by 18.0 percent (4.674 ~/KWH co•pared to 

3.960 ~/KWH). Avera;• total coat incraaaaa to all 

re~idential cuatoaara by 11.8 percent (6.780 ~/KWH 

compared to 6.065 ~/KWH) for all KWH conauaad, thereby 

4acraaainq conauaar aurplua to the citizen• ~t our 

aarvice area. The raaulta of thia analyaia are illus­

trated in •Y Schedule 1 , pa;a 3. 

Q. Does thia conclude your teatiJicmy? 

A. Yea, it ctoea. 
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STATE OF FLORIDA 

COUNTY OF ESCAMBIA 

) 
) 
) 

Al'l'IDAVIT 

Docket No. 891345-EI 

Before me the under1i9ned authority, perlonally appeared 

--~R~·~D~·~B~u~•~h~a~r~t~-----------------· vbo being fir1t duly •worn. 

deposes and aays tbat be/1be is tbe Superyitor ot rorecatting 

& Marketing Planning of Gulf Power Coapany and that the tore9oinQ 

is true and correct to the bett of hia/ber knowledge, intoraation 

and belief. 

/Qi!: day of 

Notary 

My Commission Expiree: My Commission bptres 
· July 25, 1ggo 
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Docket No. 191345-BI 
GULP POWER COMPANY 
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Exhibit _ (RDB-1) 
Schedule 1 
Page 1 

ECONOMIC tMPACT OP QQMPITITIV£ LOADS 

GROSS PLANT (RESIDENTIAL) 

WATER HEATING C.P.K.W. 

WHOLE HOUSE ANNUAL ICWB 

ASSUMPTIONS 

COMPETITIVE KWH (HEATING ' WATER HEATING) 

.711 ,411,000 

.21 J:W 

17,457 

6,194 
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IQad 

Competitive 

Non-compet J.t.ive 

TOTAL 

Florida Public Service Commiss ion 
Docket Mo. 891345-ZI 
GOLF POWER COMPANY 
Witne••s R. D. Bu•hart 
Bxhibit __ (RDB-1) 
ScbecSule 1 
Paqe 2 

ECONOMIC DIPACT OP COMPETITIVE IQAOS 

COST/UVENOZS/PAYBACIC 

Capital Base Simpl e 
Annual Capital Per Rate Payback 

IWH Requireaenta 1001 BIL. cxe ars > 

6,194 $ 152 $0.025 $200 0 . 76 

;u .• 2§J $2.§54 $0.236 lli.l ~.1§ 

17,457 $2,806 $661 4.25 

CQNCLtiSIQKS 

o 9.4 tiaea aore expensive to ••rv• non-coapetitive loads. 

o 7.6 times aore beneficial to ••rv• coapetitive loads. 
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1990 Foreca•t 

Florida Public Service Commission 
Docket Mo. 891345-EI 
GULP POWER COMPANY 
Witne••: R. D. Buahart 
Exhibit (RDB-1) 
Schedule-r-
Paqe 3 

ECQHOJUC IKPAC'l' or COMPETITIVE IQADS 

RESIDENTIAL COST/JOOf 

Revenue• Gro•• Capital 
IIIHB uuuu J:JrllltJIIIDt (QQQ) 

3,322,374 $131,599 $711, 411 

IA•a Competitive Sale• (619,400) $(20 ,000) $ 38,537 

Net Foreca•t 2,702,974 $111,559 $672,874 

A reduction in qro•• capital inve•taent of $38,537,000 changes the 
reve~ue requi rement froa $131,559,000 to $126,341,000 tor a aavings o! 
$5,218,000. 

CONCWSJ:Ot!S 

o Energy Sal•• Decreaae 18.6t 

o Revenue• Decr•a•• 15.2t 

o Inve•ted capital Decrea•• 5 . 4t 

o Ba•• Rate Co•t/KWH Increa••• l&.ot 

o Total COSt/KWH Increa••• 11.8t 

CAI&PIATIONS or AVERAGE C/1001 

0 ~~;u, • ~~~ dU2Q • 3.960 t/KWH 0 aaa~.~aa.aaa - 6.066 C/ KWH 

3,322,374 3,322, 374 

0 ~~a§.:t~l.aaa - 4.674 t;JtWB 0 lli:I.Z§§,QQQ -6.780 C/ KWH 
2,702,974 2,702,974 
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