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November 12, 1998 

Ms. Blanca S. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee FL 32399·0870 

Dear Ms. Bayo: 

98 :.~·~ - 5 Ill 9 ~ & 

RE: Docket No. 980002-EG - Gulf Power Company Aud11 Repon 
Conservation - Period Ended March 31 , 1998 
Audit Control M98· 173· 1·1 
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Attached Is Gull Power Company's response to the above mentioned aud1t repon. 

Sincerely, 

¥4-~ 
Linda G. Malone 
Assistant Secretary and Assistant Treasurer 
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Dlsclotllre No. 1 

Subject: H20 Purification 

Dodtd 910002·EG 
GULF POWER COMPANY 
Reapoooc: 1 \ ...sll Report · Coaac:rvauon • 
Period Eadcd March l I. 1993 
Pa,c I or I 

Statcmcal of FKt: The Comp111y, under its research and development program. lw a 

project to test the reliability of ozone u an alternative to ch.lorine as a disinfectant A 

SS,OOO payment to OZONE Technology was charged t.o Account 908-1671 . 

Recommet~datioa : This prosram docs not promot.e energy efficiency or conservation. 

The SS,OOO charged to this program In October, 1997, should be removed from ECCR. 

Compuy Rapoue: When the Gulf contemplated and cnga.ged in the H20 Purification 

project, we thought there may be the potential for energy ooruervation. This project lw 

not rendered the energy conservation results anticipated. Thererorc. the Comp&ny will 

remove the SS,OOO from ECCR. 



Dlsdosurr No.1 

Subject : Mixed Oxidant (MIOX) 

Dockd 980002-EO 
GULF POWER COMPANY 
Response to Audot Rtpon • Coruerwuon • 
Period £odcd Man:h 31. 1998 
P-.lorl 

Stak- 1 of Fact: The company, under its research and developmcnl program, has a 

project to teat lhe MIOX proce$$10 disinfect lhe wata- syslan for Panama City beacll. 

MJOX Ia a mixed oxidant technology which electrolytically produces a combination of 

oxidaniJ for disinfection. $2,000 was charged to Aecounl908- 1671 for rental of an 

automalcd mixed oxidanl generator, twin tower wala softener and oxidant tank. 

Reco•mepdadoa: lblJ program does not promote energy efficiency or conserva1ion. 

The $2,000 c:Jwaed to this projcct in March, 1998, should be ranovcd from ECCR. 

Compuylletpoue: When the Gulf contempla!ed and cngaged in MIOX projcc:t, we 

lhoughl theR may be the potcntial for cnergy conservation. This project has nol rendered 

the energy conservation resuliJ anticipated. Therefore, the Company will remove o.iae 

$2,000 from ECCR. 



DlsclosiU'e No.3 

Subject: ECCR Prognm_ 

Dockc1910002·EG 
GULf POWER COMPANY 
Raponle 10 Audit llepon • COIUCI'Valton • 
Period Ended March 3 I , 1998 

P• l of2 

Statemaat of Fact: Little or no acrivily was perfonned in the following orograms even 

though charges were made. 

£CCBrmu·• 
I. In Concert With The 

Environmcnl 

2. Good CaiD Envitonmalt 
IIOIDC 

3. Duct l..cabae Rcplir 

4. Gulf EJtpn:sa Loan 

•Activity 
I. No P"*"'wio«M made 

0 

0 

3 

DiJcontlnucd 2 .. Q!r, 1997 

2. No Good Calli Envlroamcaw llomca coc.Jtnleled 

Cllqn to t:CCR 
PauoU A kprOtJ Ot.cr 

$12,0).4 $15.199 

$1 7.5&6 $6 

$1 0.357 $17,275 

3. 3 dloct labfc repair lllli11 complelcd ~ 10 a pi of 50. Oc.IOba, 1996, lhrou&h Sqlc.cmbcr, 1997, 

blld 10 rcpalruni11 cocaplelcd compued 10 a pi of 107 with~ ofS68,76l . 

Recommudadoa: These programs should be reviewed for elimination. 

Compuy Rapoue: The programs listed above have been reviewed and evaluated for 

cost effectiveness. This review was perfonned during third quaner, I Y98. 

The In Concert With The Environment program had no units due to a laclc of response 

from the acbools. Many schools already have environmental units incorporated into the 

curriculwn and there wa-e ICbcduling c:onfiicu with the schools. Gulf will continue to 

promote this program in the schools as an extc:ruion to the Residential Audll program. 

The expenses incurred arc for promotion of the program to the schools. 

The GoodCeots Environmental Home program will no longer be promoted as a stand-alone 

program. This prosram was poorly accepted by builders due to additional cosu of building 

materials md the lack of availability of the material f . This program has had no expenses since 

Morch, 1998, and no dollars have been budgeted for 1999. 

The Duet Lcabge Repair program units arc low due to poor c;u.,tomer acceptance of the: 

program. The program will continue to be offered to customers, however, the budget for 1999 

has been reduced from $38,000 to SSOO to maintain its cost etTeeth enas. 

The Gulf Express Loan program has outstanding loans that must be monitored. The expenses in 

the loan program arc for the administration associated with the monitoring of the loons. When 

all the outstanding loaN have been paid, the program expc:nscs will be discontinued. 



Disclosure No. o4 

Subject: Salaries and Benefits 

DoWt 910002-E<l 
GULF POWER COMPANY 
Rcsponae 10 Audil Report • Co~UCNal!Jon • 
Period Eodcd Mardi l I. 1998 
Paac I or2 

S!Atemaat of Fact: SalMies and Benefits comprise 72"• of the tolll ECCR expenses. Total 

ECCR cxpcnsca were $1,1 S4,830 ~IIJding salaries and benefits ofS827,3S9. 

Recommeadadoa: This fact combined with Disclosure 3 shows that sol aries OTe being 

charged to ECCR even though no activity is taldng piiiC.l. 

Compaay RapoDJ~ Gulf agrees with the Statement of Fact, but does not agree with the 

Recommendalion. The appropriate amount of salaries and benefits is charged to ECCR. 

Then: are instances where there will be labor expenses but no units for the progrlllTl. ExlllTlples 

of these activities include contract negotiations, maintaining existing/outstanding loans and 

program evaluations. Tbefe alJo are programs such u the Residential Audit Program that are 

labor intc:nsi ve because the employee energy evaluation (labor) is the major cool used in the 

audiL In addition. a six-month window {October, 1997 • March, 1998) does not completely 

reflect a prosram ls progress. 

Gulf bas worlcod extensively with customer groups in an effort to ina-ease the occcptancc of the 

energy conservation programs. The company has targeted builders, oducaton and homeowners 

in promoting the programs. Gulf performed a review of these programs during third quaner. 

1998, and made adju.rtments in the 1999 budget relative to the lower interest and activity in the 

programs. 



Disclosure No. 5 

Subject: Order Number Correction 

OocUt 980002-EO 
OULf POWER COMPANY 
R.-poov 10 Aucbtltq>on • Cooscrvatioa • 
Pcnod Elided Matdl31, 1991 
Paac I of 2 

Statemeat of Fact: The Company sites FPSC Order No. 23461 in its direct testimony of 
January 13, 1998, direct testimony of July 14,1998 and its final lnlc:-updated November 19, 
1997. OrderNumber23461 rc:fentoQuincyTclc:phone. 

Recom.meadadoa: This Number is incorrect The ComJAOy apparently is referring to Order 
Number 23S61 . The Order Number should be corrected. 

The Public Service Commiuion in Order PSC-93·0361-FOF·EG also cites Order Number 
23461. It abo should be Order Number 23S61 . 

Compaay Respoau: Gulfagrc:es with the Slllc:mcnt of Fact and the Recommendation. Gulf, 
in using the FPSC Order PSC-93-()361-FOF-EG as a secondary source, cited Order Number 
23461 in the direct testimony noted above. The Order Number has been changed to Order 
Number 23S61 in Gulf) records. 



Dlsdosurt No. 6 

Subject : Advertising Contract 

Doei<d 980002-EG 
GULF POWER COMPANY 
Rapontc 10 Ailllit Rqlon • COIIICn'allOcl • 

Pcrlod Eodcd Mart.b )I, 1998 
Paac I of2 

Sutemeut of Fact: Gulf Power signed a contract with Lewis Advertising/Mobile on October 

I I, 1996, providipg for monthly payment orrccs of$17,000. 11le company paid $20,100 to 

Lewis Advertising each month in 1997. Gulf Power could not provide a contract authorizing the 
$20,100 paymenl5. 

Reco1111H11dadoa : Signed oontracu with approvals arc a ncc:csaary oontrol. Paymenl5 should 

not be made without a signed contract .. If authorization can not be found, the difference hctwccn 

these amounts, S 18,600 for six mo.nths or $3 7.200 for 12 months, should be ta.kcn out of ECCR 

and charged to 1 non-regulated account. 

Compuy RnpoDH: Tile oompany agrcc:s lhata formal contract amendment ~cnt was not 

generated when the monthly advertising rate was increased from S 17,000 to S21,1 00. However, 

Gulf'll employees who attended the ooniJ"aCC meeting and agreed to the incrca~ed monthly fee, 

have the authority to bind the oompany in the contractual amendment with the advertising 
agency. These aame ernploycea reviewed and aigncd the invoicca reflecting the inereascd 
monthly fee to authorize payment Gulf) position is that since the employees who agreed to the 

increased fee were employees with proper authority to bind the company, Gulf is therefore 
bound to that agreement despite the fact that the agreement was made verbally. Subsequent to 

this audit, Gulf is in the process of formally documenting the contract amendment on a rctro· 

active basis in a document that will be signed by both contracting p4r1ics. 

The monthly wnounta sited in the Statement of Feet are not all charged to ECCR. Of the 
$21,100 monthly amount, only $6,452, or 32%, is ECCR. 



Dlsdoture No. 7 

Subject: Legal Expenses 

Dodd 980002-EG 
GULF POWER COMPANY 
RCJPO""' 10 Audh Report • Co~Uervalion · 
Period EDded Man:llll . 1998 
Pqelof2 

StaUIDelll or Fad: Beggs 8t l..ane, a private practice: acting as General Counsel for Gulf, 

dwgcd $9,4li .SO 10 Adv111cod ~ergy Manasc:ment and S2S,418.00 to Commercialllndustrial 

Energy Audit.srrAA. 

RecoiiUDaldadoa: This information is included for the analyst 's review. Specific information 

was not provided. 

Compaay Rapoate: Without bn:aching the Attomey/Ciient Privilege that is 1nherent in 

billings to the Company submilted by its lawyers, Gul f Power is able to supply the 

following general infonnation aboul the services provided by Beggs & Lane (including 

specifically the mailers identified the statement offact. The law firm now knov.n as 

Beggs 8t Laneaerveus General Cowud to Gulf Power Company as it has since: 1926 

when the Company was founded. In this role, Beggs & Lane provides legal counsel to 

Gul f Power on a variety of matters including civil litigation., acquisitions, conlniCtS, 

regulatory mailers, COtpOratc financing. and other corporate matters as requested by the 

Company. Gulf Power does not have an in-bou&o legal department As a result, Beggs & 

Lane fulfills this role and rouc1ncly handles gc:ncral corporace related advice:: assistance: 

with contraaual matters (with customers, vendors, Of other parties); labor and 

employment litigation and related matters; workers' compensation matters; civil claims 

litigation; real estate transactions and related mailers; bankruptcy related molters 

involving vendors or customers; and docketed or undoclcetcd matters before the FPSC. 

Beggs & Lane routinely provide:~ legal assistance to Gulf Power that is related to the 

Company's evaluation, negotiation and administra.tion of contmcts with vendors, 

customers and other parties. Such legal assistance includes representation at negotiating 

sessions; draftina of contract language and other documents; interpretation of conl.nletua! 

provisions; evaluation of possible contract relatod litigation, etc.; development of 

ncgutiating Strategy, etc.; and ro on. The aaviCCI provided by the law fum that are 

COMcctcd to the charges identified in the above statement of feet involved the active 

participation of lawyers from Beggs 8t Lane on teams assembled by the Company to 

cvoluato, negotiate and adminiJtcr cooii'IICU whh v~ors, customers and ocher parties 

related to the development and implementation of the identified conservation programs. 

The services provided by Beggs & Lane for these Company lctmJ falls within the scope 

of activities described above. More specific information cannot be revealed without 

breaching the privileged and confidential attorney/client relationship 
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