' '
FLORIDA PUBLIC SERVICE COMMISSION

Fletcher Building

101 East Gaines Street
Tallahassee, Florida 32399-0850

MEMORANDUM

March 18, 1993

TO : DIRECTOR OF RECORDS AND REPORTING

i Des
FROM : DIVISION OF APPEALS (RULB)\} il = . J‘J

DIVISION OF ELECTRIC AND GAS (FLOYD, 8HIHE)ﬂE5

DIVISION OF RESEARCH AND REGULATORY REVIEW (HEWITT,( [+t

HARLOW) U?;H

RE : DOCKET NO. 920606-EI: PROPOSED ADOPTION OF RULE
25-17.0021, F.A.C., GOALS FOR ELECTRIC UTILITIES, AND
RULE 25-17.0025, F.A.C., CONSERVATION PERFORMANCE
INCENTIVE FACTOR; PROPOSED AMENDMENT TO RULE 25-17.001,
F.A.C., GENERAL INFORMATION, RULE 25-17.003, F.A.C.,
ENERGY AUDITS, RELATED PROVISIONS, AND RULE 25-17.006,
F.A.C., ELECTRIC UTILITY SYSTEM CONSERVATION END USE
DATA; AND PROPOSED REPEAL OF RULE 25-17.005, F.A.C.,
EVALUATION OF ELECTRIC UTILITY CONSERVATION EFFORTS, AND
RULE 25-17.007, F.A.C., NORMALIZATION OF ELECTRIC UTILITY

LOAD DATA.

AGENDA: March 30, 1993 - CONTROVERSIAL AGENDA - PARTIES MAY NOT
PARTICIPATE

PANEL: FULL COMMISSION

CRITICAL DATES: NONE

SPECIAL INSTRUCTIONS: I:\PSC\APP\WP\920606.RCM

CASE BACKGROUND

In 1980, the legislature enacted Sections 366.80 - 366.85 and
403.519, Florida Statutes, known as the Florida Energy Efficiency
Act (FEECA). FEECA initially directed the Commission to set
conservation goals and approve or disapprove conservation programs
submitted by all 57 electric utilities and the larger natural gas
utilities. The statute does not authorize the Commission to modify
proposed programs or to impose its own conservation programs on
utilities unless a utility has not implemented its approved
programs and is not substantially in compliance with the provisions
of its approved plans.
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In late 1980, the (‘omr*i:;::ion adopted Rule 25—1'/.('()1, Genera]
Inrormution; Rule 25-17.002 Goals for Electrijc Uti]ities; and Rule
Rw—iV.UOJ, Energy Audits; Relatedg Provisions. Rule 25-17.002 set
numerije goals for reducing *ach utility's Peak demang growth rate
to 72.5% of its Customer Number growth rate, ang for reducinq each
Utility'g KWH €nergy Consumpt jon growth rate to 75% of its Customer
Number growth rate by 1989,

In 1989, the Commissjion repealed Rule 25-17.002, Goals fo,
Electrijc Utiiities, and amended Rule 25-17.001, Genera]
Information. The Commissjon retained the 9enera], Non-numerje
goals get in Rule 25—17.001. Also in 1989, the FEECA Statute was
amended to include additiona languaqe encouraginq coqenoration,
and to limit jtg application to electrijc utilitjes with annua]

retail sajes of more than sq¢ qigawatt—hours.

On June 24, 1992, staff held 3 workshop to Consider POssible
amendmentsg to the Commission's Conservatjon rules, At the
wWorkshop, stafr distributed draft Copiles of Suggesteq New changes,
The workshop was well~attended, and many attendees Submitteq post -~

On September 24, 1992, staff recommendeq adoption Of two new
rules (25—17.0021, Goals for Electrijc Utilitjes and 25—]7mnuﬁh
Conservation Performance Incentive Factor) and rFecommendeg
Amendmentg to three rules (25~l7.001, Genera] infnrmdtlﬁﬂj 25~
17.003, Energy Audits, Relat~g Provisions; and Jh-lﬂ.uun, Electrijc
Ctility Systen Conservation End Use Data), Staff also Fecommendeg
the repeal of two rules (.!‘)hlf.()u,‘), h‘valu.ition of Electrijc l:'tiiity
Conservatijon Efforts; and Normalization Of Electrijc Utility Load
Data) . On October 6, 1992, the Commissijon voted to Propose the
rules as Fecommendeq by staff, and set the matter fo, thrinq. The
rules were formally Proposed by notjce Publisheqg ln the Florida
AdminiﬂtrqtiVo Weekly on October 23, 1992,

The hearing was helqd before Commis::i()m‘r:; Deason, Lauredo ang

Clark on December 17 and 18, 1992, and On  January <V, 1993,
Commissionors Beard ang Johnson were also present on January 3q.
'he fo] lowing Parties part lClpated jn the hearing: Florida Power

& Light Company ("H)L") r Gulf Power (,‘omp.my ("Gulfm) . Fampa
Electrjc Compdny ("'I‘ECO") + Florida Power Corporat lon  ("ppew) .
Peoples Gas Comp;my ("Pooplow") + Jacksonvij} le Elect; LC Authorit y

( ".IP,'A") " Florida Electric Cooperat lves Associjiat lon ("i’i-.’t‘f’\") .
Florida Ml]ﬂll'i}u\i Electrijc Associjat lon ("iHi.A") + Office of the
Public Counse] ("iJ!'("'), i’Iorid.i I)opartm("nt of (‘\‘.'“"‘.‘.Hllt}' f&f.{di['f:,
Florida Indust rial Power Users (‘.r‘mip ("I‘H’['n)"), the Flor lda Chapter

the American FLmnin:; !‘L‘;f;lJl,'ii‘]tiU”, The Project for an Energy
ficient I—‘i‘wri‘iu, i‘iorih Solar }-m-rc:y !n‘iu:;tru-:: A'\:::;(.‘i‘httiun,
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ISSUE 2: Should the Commission adopt a rule that includes either
the Total Resource Cost (TRC) or the Ratepayer Impact Measure (RIM)
conservation cost-effectiveness tests to screen conservation
programs submitted to the Commission for approval?

RECOMMENDATION: No. The rules should not specify a cost-

effectiveness test. The Commission should make a decision on the
appropriate cost-effectiveness test after it has reviewed utility-
specific data that will be filed in the implementation docket for
each utility if Rule 25-17.0021 is adopted.

ISSUE 3: Should the Commission adopt a rule that decouples utility
profits from revenues?

RECOMMENDATION: Not at this time. The Commission should consider
decoupling on a utility-specific basis in a hearing held pursuant
to Section 120.57, Florida Statutes.

ISSU $ Should the Commission adopt Rule 25-17.0025, Florida
Administrative Code, Conservation Performance Incentive Factor?

RECOMMENDATION: No. If the Commission wishes to consider
incentives, it should do so on a utility-specific basis in a
hearing held pursuant to Section 120.57, Florida Statutes. The
Commission could make this determination in the implementation
docket that will be held for each utility if Rule 25-17.0021 is

adopted.

ISSUE 5: Should the Commission adopt the attached amendments to
Rule 25-17.001, Florida Administrative Code, General Information?

RECOMMENDATION: Yes. The attached amendments to Rule 25-17.001,
Florida Administrative Code, General Information, are consistent

with the legislative intent embodied in Section 366.81, Florida
Statutes.

ISSUE 6: Should the Commission adopt the attached amendments to

Rule 25-17.006, Florida Administrative Code, Electric Utility
System Conservation End Use Data?

RECOMMENDATION: Yes. The Commission should adopt the attached
amendments to Rule 25-17.006, Florida Administrative Code, Electric

Utility End Use Data.
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Should the Commission repeal Rule 25-17.005, Florida
Administrative Code, Evaluation of Electric Utility Conservation

Efforts?

RECOMMENDATION: Yes. The Commission should repeal Rule 25-17.005,
Florida Administrative Code, Evaluation of Electric Utility
Conservation Efforts, as this rule applies to the conservation
goals that were repealed in 1989.

ISSUE 8: Should the Commission repeal Rule 25-17.007, Florida
Administrative Code, Normalization of Electric Utility Load Data?

RECOMMENDATION: Yes. The Commission should repeal the attached
Rule 25-17.007, Florida Administrative Code, Normalization of
Electric Utility Load Data, as this rule applies to the
conservation goals that were repealed in 1989.

SUMMPRY OF THE PARTIES' POSITIONS

FP&L: A policy decision should be made on the issues
before rulemaking. Numerical goals are unnecessary. If
numerical goals are set they should be overall KW and KWH
goals as referenced in FEECA rather than program specific
goals. Coal setting should be done in conjunction with
the utility's Integrated Resource Planning process.
Strongly endorses the RIM test to evaluate both supply
and demand side resources. Incentives are not needed and
will increase the cost of conservation measures but not
the resulting benefits. Decoupling is an unnecessary and
counterproductive "solution" in search of a nonexistent
"problem."” The detailed reporting requirements are too
cumbersome and are managerial interference.

FPC: Conservation goals should be total annual KW and
KWH target/goals as opposed to individual program goals.
DSM expenditures should be as profitable to the utility
as investments in traditional supply side resources. The
Commission should adopt incentives which treat DSM
expenditures as rate based items earning the last
authorized rate of return on equity adjusted upward or
downward based on actual performance relative to the
target set by the Commission. Measurement and validation
of DSM programs is necessary for goal setting process.
Scheduled to file a decoupling proposal within 90 days of
the final rate case order.
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TECO: Conservation goals should be total annual kw and
KWH reduction goals as opposed to individual program
goals. The Company has some doubts as to the
advisability of instituting a@ conservation incentive.
The company submits an incentive Proposal where DSM
equipment and its associated installation labor and non-

utility's authorized mid-point rate of return on rate
base. Do not change the cost-effectiveness rule;
advocates RIM if a change is made. Opposes decoupling.
End use study should be done every fifth year to coincide
with the census year.

GULF: The Proposed rules should not be adopted because
the goal setting process would inhibit opportunities for

that inhibits flexibility and introduces substantial
measurement costs. If goals are established each utility
shall provide an assessment of the annual KW and KWwH
savings reasonably achievable based on the utility's
applicable pPlanning effort. RIM should be used to screen
DSM programs. Incentives are inappropriate, but if
needed, the Company Proposes a shared savings approach
based on a sliding scale. Decoupling shculd be rejected.

FMEA: The municipality's elected commission sets the
utility's rates and should determine the specific DsSM
cost-effectiveness test, not the Public Service
Commission. Each utility is entitled to an individual
hearing if the Commission intends to adopt a goal that
exceeds the utility's assessment of cost-effective
savings. Delete the list of end use categories when
setting goals. Municipals should be allowed to report
cost-effectiveness of OSM programs based on formulas
which take into account their different tax, debt and
capital structure. Delete the measurement program
because it is overly burdensome and expensive.
Incentives and decoupling do not apply.

FECA: The coops request that no changes to the
conservation rules be made unless and until the existing
Programs of the utilities are fully evaluated, it is
determined that the results of those efforts are
inadequate, and then only if legislative authority is
granted to the Commission. In the alternative, delete
the list of end use Categories if the Commission decides
to establish numeric goals. Delete the End Use Rule 25-
17.006 as the cost Of collecting the information

- (’ -
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outweighs the benefits. Incentives and decoupling do not
apply.

OPC: Supports the goals rule. Incentives are not
appropriate. FEECA is clear in requiring the Commission
to direct utilities to adopt goals and implement programs
which increase energy efficiency and conservation. The
Commission should require utilities to abide by the clear
directive of the Legislature or suffer regulatory
sanctions. It is important that engineering estimates of
KW and KWH savings are verified by adopting a methodology
that balances both the cost and accuracy of the
evaluation.

FIPUG: Do not place equal emphasis on reducing energy
and demand. Utilities should reduce energy sales only
when utility revenue requirements are reduced while not
increasing rates at any cost. Use the Utility Cost Test
to select the least cost resource mix. Use RIM to
determine if DSM programs should be implemented. Reject
incentives as they will increase or place upward pressure
on rates, and reject decoupling.

PEOPLES'S GAS: Add end-use category entitled "Natural
Gas Substitutes for Electricity".

LEAF: Advocates procedural rules to set enforceable
numerical goals and a comprehensive analysis of rate &
bill impacts; prohibit utility use of the RIM test to
screen programs; adopt the TRC test. Commission should
not adopt goals that would impose an unreasonable rate
impact on any customer group. Supports incentives for
energy saving programs which provide up to an additional
1% return on common equity. Proposes either decoupling
utility earnings from electricity sales or provide for
lost revenue adjustments.

DISCUSSION OF ISSUES

ss ¢ Should the Commission retain the present general non-
numeric conservation goals or should it adopt Rule 17.0021, Goals
for Electric Utilities, which includes numeric conservation goals?

RECOMMENDATION: The Commission should adopt the attached Rule
25-17.0021, Florida Administrative Code, Goals for Electric
Utilities, which includes numeric conservation goals.
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SIAEE,“ANALXBIB: In reviewing its conservation rules, the
Commission should be guided by the legislature's declaration of
findings and intent in Section 366.81, Florida Statutes:

tilize the most efficient and Cost-effective energy
conservation systems in order to protect the health,
Prosperity, and general welfare of the state and its
citizens. Reduction in, and control of, the growth rates
of electric consumption and of weather-sensitive peak
demand are of particular importance. --+.The Legislature
further finds and declares that ss. 366-80 - 366.85 and
403.519 are to be liberally construed in order to meet
the complex problems of reducing and controlling the
growth rates of electric consumption and reducing the
growth rates of weather-sensitive peak demand; increasing
the overall efficiency and cost-effectiveness of
electricity and natural gas Production and use;
eéncouraging further development of cogeneration
facilities; and conserving expensive resources,
particularly petroleum fuels.

Section 366.82, Florida Statutes, directs the Commission to
adopt conservation goals:

(2) The commission shall adopt appropriate goals for
increasing the efficiency of energy consumption and
increasing the development of cogeneration, Specifically
including goals designed to increase the conservation of

expensive resources, such as Petroleum fuels, to reduce
and control the growth rates of electric Consumption, and
to reduce the growth rates of weather-sensitive peak

demand
Staff believes that the proposed conservation goals rules
should be judged against the statutory standards. That is, the
Commission should determine whether the proposed rules meet the
Statutory criteria. The Commission should adopt rules that aid in
the following:
* reducing and controlling the growth rates of electric
consumption
* reducing the growth rates of weather-sensitive peak
demand
. ‘hcreasing the conservation Of expensive resources such
as petroleum fuels

* jn(‘rr‘minq the efficiency of enerqgy consumption
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* increasing the development of cogeneration, solar and
renewable energy sources

Sstaff believes that numeric goals will better enable the
Commission to meet its statutory responsibility than do the present
non-numeric goals. Numeric goals will allow the Commission to
monitor and measure utility conservation achievements. The
proposed rules will require subsequent implementation proceedings
for each utility to establish specific numeric demand and energy
goals to replace the general non-numeric goals currently in

existence.

Staff recommends certain changes to the proposed rule, which
are shown in the attachment. Under the recommended rule, the
Commission would set four overall KW and KWH goals for each
utility: a KW and KWH goal for the residential class, and a KW and
KWH for the commercial/industrial customer classes. The KW goals
may also be further differentiated into seasonal summer and winter
goals. These four overall goals would be based on a detailed
analysis of the conservation reasonably achievable in each of the
major end-use categories listed in the rule (i.e., building
envelope, cooling, heating, appliance efficiency, etc.) within the
residential and commercial/industrial rate class groups. Goals
would be set for each year of a ten-year planning horizon, and each
utility would be required to file a detailed report of its
conservation achievements at the end of each year. If a utility
failed to meet its goals in any year or consistently for a period
of years, a compliance docket would be opened to investigate
whether the Commission should require the utility to adopt new
programs or modify existing programs to meet its goals. An overall
review of whether the goals should be changed would take place at
least once every five years.

I1f the recommended rule is adopted, staff plans to obtain data
for each FEECA covered utility in subsequent implementation dockets
to determine whether the rate impacts of a portfolio of
conservation programs that fail the RIM test is sufficiently large
to warrant adopting the RIM test as a test of cost-effectiveness
conservation programs. The Commission could choose to adopt RIM
for investor-owned utilities and allow municipals and coops to make
their own determinations of cost-effectiveness. The Commission
does not control municipal and coop rate levels (as opposed to rate
structure) and therefore may wish to allow their governing bodies
to implement conservation programs that will raise electric rates.
Whatever cost effectiveness test is adopted for each utility, the
Commission should use the same test when evaluating demand-side
management programs for that wutility in power plant need
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determination proceedings held pursuant to Section 403.519, Florida
Statutes.

Several utilities think that the rule requires too much
detailed information to be provided in the goal setting proceeding
and in the annual reporting of achievements. Staff believes that
the level of detail required by the rule is necessary to set goals
and to properly monitor the progress of each utility's plan, as
well as for the Commission's annual report to the Legislature.

ISSUE 2: Should the Commission adopt a rule that includes either
the Total Resource Cost (TRC) or the Ratepayer Impact Measure (RIM)
conservation cost-effectiveness tests to screen conservation
programs submitted to the Commission for approval?

No. The rules should not specify a cost-
effectiveness test. The Commission should make a decision on the
appropriate cost-effectiveness test after it has reviewed utility-
specific data that will be filed in the implementation docket for
each utility if Rule 25-17.0021 is adopted.

STAFF ANALYSIS: The FEECA statutes require that conservation
programs be "cost-effective", but do not define the term. At the
rule hearing, there was a great deal of discussion about the
appropriate test to use in determining whether conservation
programs are cost-effective. 1In the three days of hearings, very
little was discussed about the technical detail of the proposed
rules. Instead, the underlying philosophy of the Total Resource
Cost (TRC) versus the Rate Impact Measure (RIM) tests of cost-
effectiveness dominated the discussion.

For cost recovery purposes, the Commission presently reviews
conservation programs by both the TRC and the RIM tests, but has
not adopted either test for purposes of determining whether a
particular program should be included in a utility's conservation
plan. By statute, the Commission can only prescribe goals and
approve or disapprove conservation programs submitted by utilities,
while utilities control the programs included in their plans.
Thus, utilities decide how to screen programs for cost-
effectiveness. Utilities advocate the RIM test because programs
that pass the RIM test will not cause rates to increase. That is,
both participants and non-participants will experience the same
rates whether or not the program was in effect. With few
exceptions, utilities submit only programs that pass the RIM test.
Utilities seldom submit programs that fail the RIM test but pass
the TRC test.

- 10 =
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The argument for the RIM test is that if the general body of
ratepayers must pay for utility conservation programs, then they
should receive the resulting lower electric rates. All customers
benefit from utility conservation programs that pass the RIM test.
However, the argument for the TRC test is that programs that fail
the RIM test but pass the TRC test will decrease consumption, which
will in turn decrease average customer bills, although rates will
increase. The RIM test focuses on rates while the TRC test focuses

on customer bills.

TRC advocates argue that utilities in California and New
England have TRC-screened programs that are purported to benefit
everyone. They believe that decoupling utility profits from
revenues and providing stockholder incentives for conservation will
lead to aggressive conservation programs with high market
penetration, which will result in lower electric bills for all
customers. (The rate would be higher but bills of participating
customers would be lower.) However, staff does not recommend
adoption of the TRC test based on this argument. Market
penetration is a subset of rate class, and the rate class
penetrations of the California and New England utilities through
1992 are guite low. (See FPL's witness J. Landon exhibit No. 16).
Further, even if future rate class penetrations are projected for
these utilities, the results are not large enough to support the
argument that most customers' bills will be lower.

During the hearing, there was general agreement among the
parties that implementation of conservation programs that fail the
RIM test but pass the TRC test would cause an increase in electric
rates (from what they would be if only the RIM test were used to
screen programs). There was no agreement on the amount by which
the rates would increase.

staff refers to this middle ground between the TRC and RIM
tests as the "soft RIM" test: programs that pass the TRC test and
fail the RIM test, but result in a minimal rate increase. Programs
passing the "soft RIM" test would cause both rates and the bills of
nonparticipants to increase, but the increase would be small.

'An example of rates increasing while bills decrease is shown
below:
Before conservation program: 8 c/KWH x 1000 KWH = $80
After conservation program: 10 c/KWH x 700 KWH = $70
of course, whether the bill is reduced depends on how much

consumption is reduced. Even with reduced consumption, the
customer's bill could increase:
After conservation program: 10 c/KWH x 900 KWH = $90

- 11 -
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At present, the Commission has no data indicating how much
more conservation could be achieved, how many new power plants
could be avoided, how much energy could be saved, or how rates and
bills would increase with programs that pass either the TRC or
"soft RIM" tests. Staff believes that the Commission should not
adopt a cost-effectiveness test before it gathers this data.
Instead, the Commission should adopt the attached rule, which does
not include a cost-effectiveness test. The appropriate cost-
effectiveness test should be resolved on a case-by-case basis in
the subsequent rule implementation dockets that will be opened for
each FEECA utility.

In the implementation dockets, the Commission could review the
rate and bill effects of proposed programs. In those dockets,
staff plans to request data showing the rate and bill effects of
three portfolios of programs: those that pass the RIM test; those
that pass both the RIM and TRC tests; and those that pass the TRC
test but barely fail the RIM test. The Commission would then have
the opportunity to review real numbers for each utility, and could
then determine whether RIM, TRC, or "soft RIM" is the appropriate
cost-effectiveness test for each utility. It may be that the rate
effects caused by TRC-screened programs will be small for some
utilities and that the programs could avoid new power plants over
time. On the other hand, building a new plant could result in
lower rates than TRC- or "soft RIM"-screened programs for other
utilities due to timing differences.

If the Commission wishes to adopt a cost-effectiveness test at
this time, staff believes that the RIM test is most appropriate.
However, staff believes that the attached rule should be adopted
and the TRC/RIM/"soft RIM" issue should be resolved on a case-by-
case basis until the Commission has gained experience with the
application of the tests. LEAF recommends a rule procedure by
which the Commission would revisit the rate-versus-bill issue
periodically. Staff agrees that the issue should be periodically

“In power plant need determination proceedings held pursuant
to Section 403.519, Florida Statutes, the Commission must consider
the conservation measures taken by or reasonably available to the
applicant or its members which might mitigate the need for the
proposed plant. On paper, more conservation programs could
theoretically avoid many new power plants. However, the Commission
must consider whether the theoretical conservation is reasonably
achievable and if so, whether the rate effect is acceptable. Thus,
the Commission also must confront the TRC-versus-RIM issue in the
context of need determination proceedings.

- 12 =
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reviewed, but believes that the commissicn should experiment with
the procedure instead of adopting it by rule at this time.

The Commission may eventually determine that the rate impact
of conservation programs that fail the RIM test is in all cases
unacceptable compared to the rate impact of building new power
plants, in which case it may elect to adopt the RIM test.

ISSUE 3: Should the commission adopt a rule that decouples utility
profits from revenues?

RECOMMENDATION: Not at this time. The Commission should consider

decoupling on a utility-specific basis in a hearing held pursuant
to Section 120.57, Florida Statutes.

: FEECA does not address the concept of decoupling
utility profits from revenues. Advocates for decoupling correctly
contend that the ratemaking process results in a disincentive for
utilities to engage in conservation. Once electric rates are set in
a rate case, utilities have an incentive to sell as much
electricity as possible to maximize profit. Any reduction in KWH
(or KW) sales between rate cases results in lower profits.

several state public utility commissions have decoupled

revenues from profits. Maine and Washington have adopted the
"revenue per customer" decoupling method. With this method,
revenue requirements are established in a rate case. Oonce

established, revenue requirements are divided by the number of
customers to determine a base rate revenue per customer amount. In
Maine, this figure is approximately $600 per customer per year.
Utility revenues are then annually trued-up so that the utility
receives the same amount of revenue per customer each year, no
matter how much KWH or KW sales it "loses" due to conservation.
overcollections are refunded and undercollections are recovered
through surcharges in the following year. The utility has neither
a regulatory disincentive nor an incentive to engage in
conservation.

The ramifications of decoupling are profound. In addition to
insulating utility profits from conservation, profits are also
insulated from changes in the economy, weather variations, and
outage variations, such as the outages due to Hurricane Andrew.
Additionally, Jjust as decoupling removes a disincentive for
conservation, it also removes the profit incentive for efficiency.

There are various methods of decoupling. California has
adopted a decoupling mechanism called ERAM/ARAM that seems to

- 13 =-
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growth rate of kw and KWwH, consistent with the requirements of
Section 3J66.81, Florida Statutes. FEECA encourages the use of
solar energy, renewable energqgy Sources, highly efficient Systems,
COgeneration, and load control Systems, Staff's recommended ryle
is consistent with this FEECA language.

ISSUE 6: Should the Commission adopt the attached amendments to
Rule 25-17.006, Florida Administrative Code, Electric Utility

ggCOMHENDATION: Yes, The Commission should adopt the attached
amendments to Rule 25—17.006, Florida Administrative Code, Electric

Utility End use Data.

STAFF ANAL 8IS: Staff recommends that the rule be amended to
require utilitjes to calculate and report statewide Aggregates of
end use data. The data wi]l) allow the Commission to Provide ful]
and complete statewide information to the Legislature and other
interested pPersons, The requirement that utilitijes Provide a
forecast of residential appliance stock should be deleted because
the information was not used by staff or the utilitjes.

ISSUE 7: Should the Commission repeal Rule 25-17.005, Florida
Administrative Code, Evaluation of Electric Utility Conservation

Efforts?

BECOHMENDATION: Yes. The Commission should repeal Rule 25—17.Uuh,
Florida Administratijve Code, Evaluation of Electric Utility
Conservation Efforts, as this rule applies to the conservation
goals that were Fepealed in 1989,

STAFF ANALYSIS: Rule 25—17.005, The Evaluation of Electric Utility
Conservation Efforts, is no longer applicable since it refers to
the old kw and KWH goals which expired and were repealed in 1989,
The FEECA status report information has been deleted from this rule
and included in the reporting requirements of the proposed

Conservation goals rule, Rule 25~17.00?1, Florida Adm]nlwtxafnvr
Code.
ISSUE 8: Should the Commission repeal Rule 25—17.007, Florida

Administratijive Code, Normalization of Electric Utility Load Data?

RECOMMENDATIQN: Yes, The Commission should repeal the attached
Rule 25-17.007, Florida Administratjive Code, Normalization of

- 18 -
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Electric utility Load pata, as this rule applies to the
conservation goals that were repealed in 1989.

STAFF ANALYSIS: Rule 25-17.007, The Normalization of Electric
utility Load Data, is no longer applicable since it refers to the
old KW and KWH goals which expired and were repealed in 1989. This
methodology does not apply to the proposed conservation goals rule.
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(3) :

weather sensitive peak
electric system to the extent cost effective
is ehe—firet 2 priority. i

growth rate of weather sensitive peak demand
peneflts not only the 1ndividua1 customer
who reduces his demand, put also all other
customers on the system, poth of whom
realize the immediate penefits of reducing
the fuel ~osts of the most expensive form of
qeneration and the longer term peneflts of
deferring thgwgggd fo constructxon of

r Or
addltlona; ’1qhef~eee% generating capacity.

jty 1S increasin the

(4) Anot her Prior
qtj;cgon;;_fvf th end-use consumption of
el€

e end-uss ==l
to the extent cost—effective.

glect !LLQL{U
Fhe—reduct :
?ﬁ”_ _—y :_—1/ - » -
fedaeef—§&e%_reee€ %f%fffffffff%f
fm%f%buve—ee‘{ el —
eontriPUs s
generat = .

(5) in addition Lo _specific demand-
side goals. The genera oals and methods

rurat—gas
ayaten of Florida are proadly stated since
these methods are an ongoind part of the
practice ~f every well—ranaqed electric

] y and witt shall be

Agree with FPL that this l1anguage js not
needed .

clarifies that specific numeric goals apply
to demand—side resources:
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These methods are to:

Generating Electric Utilities

(a) Review and
operating practices such
scheduling, daily and
commitment practices through the power
broker system to facilitate economic
dispatch on both a daily and extended basis
and to reduee ' ' increase
conservation of expensive fuel resources,
such as petroleum fuels, to the extent cost
effective.

(b) Plan development of the bulk power
system over time so that the most cost
effective combination of generating units,

associated facilities and other technologies

revise utility
as maintenance
longer term unit

is developed for meeting generation
requirements.
(c) Increase the efficiency of each

generating unit and associated operating
practices to the extent cost effective.

All Electric Utilities

(d) Aggressively integrate
nontraditional sources of power generation
including cogenerators with high thermal
efficiency and small power producers using
renewable fuels into the various utility
service areas near utility load centers to

the extent cost effective gﬂa reliable.

19

FEECA speaks of wconserving" not "reducing"
the use of expensive fuel resources.

FEECA encourages the use of highly efficient
systems, cogeneration, and renewable energy
sources.
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*“e*.‘;d.*"g P*"i""*"g ’*“. “;e.“"“‘el"e .“’]

(e) Increase the efficiency of
transmission and distribution systems to the
extent cost effective.

(f) Aggressively pursue research,
development and demonstration projects
jointly with others as well as individual
projects in individual service areas. In
this context, the Commission anticipates
that an aggressive research program would
include both technological research,
research on load behavior and related
problems and market-related research.

(6) 44> The Commission shall
continuously review the relationship between
demand and energy, both present and
anticipated. In making its determinations
of need pursuant to the Florida Electrical
Power Plant Siting Act, the Commission shall
take these relationships into account so
that sufficient capacity will be authorized
to meet anticipated needs. These goals
represent a starting point for establishing
demand-side management energy-censervatien
programs for all electric utilities. While
Phere there is no absolute assurance that
these goals will be fully achieved within
the expected time frames, altheugh the best
efforts by the electric utilities to achieve
them ghall wil} be required. In any
proceeding for determinina whether new

- 20 -
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not be used
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recognjzes
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developrent
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Construed S0

industrial
these rules

they Otherwise woul
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Specific

N
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Law Implemented: 366.82(1)-(4), F.S.

History: New 12/2/80, formerly 25-17.01,
Amended 12/30/82,

25-17.002 oals for Electric

(1) The Commission shall establish
umer i i
tili s ined

o educe he W at W -
sitive peak deman (o)
wt c

ve S es Su S e
fuels. Overall Residential KW and KWH goals
and overall Commercial/Industrial KW and KWH
goals shall be set by the Commission for
each year over a ten-year period. The goals
shall be based on an estimate of the total

st effectiv ilow. a ilowatt-
savings reasonably achievable through

demand-side management in each utility's

service are ver a ten-yea .

(2) The Commission shall set goals for
each utility at least once every ¥en five
ars. e issio n its ow oti o
petition by a substantially affected person

oals ans r
a prospective basis.

The proposed rule contains changes from the
current non-numeric goals stated in 25-
17.001 to numeric goals for the residential,
and commercial/industrial customer classes.

Goals will be set for each year over the
utility's 10 year planning period to
coincide with the time period contained in
the 10 year site plans which identifies
supply side resources.

FEECA requires the Commission to review the
conservation goals at least every 5 years.

- 22 =




(3) In a Rroceeding to establish or
modify goals, each utility shall Propose
Dumerical goals for the ten vear period and

Provide ten year Q[Qjeggigng. based upon the

utility's most recent glagging Process, of

the total, cost-ettgg;ive, winter and summer

Peak demand (KW) and annual eneirqy (KWH)

savings reasonably achievable in the

residential and commggcial(industria;
s -si eme

Each utijilit 's Projection shall reflect
=ach _utility's , flect

Nsideration o v Sure

rebound effects, free riders, interactiogs
-TT—T—TT?T—— ! ! 13 Ffici

wit e
standards and the utility's latest
I S Y TGS A 2117

nitori valuation of conservation

Programs and measures, Each utility's
p;gjectign§ shall be based upon an
assessment of at a minimum, the following
\
M%

ce segm and major end-use

categories.

Bgsigential Market Segment :
Existin Homes and New Construction should

€ _Separa evaluate

Major End-Use Category

: uilding=- nvelope g;c;ggcigs

b I Cooling and Heating Efficiencies
3 WAn Heatina Systems

. _Appliance Efficiencies
2. _Peakload sShaving

%

23

The Commission will hold an implementation
Proceeding to establish or modify the
numerical goals, forecasted over a 10 year
pPeriod.

interactive
incorporate a

Category. New home construction will be
evaluated Separately from existing
dwellings.
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6. ola ne enewa
sources A

T Begewaglglﬂg;g:gl gas substitutes
for electricity

8. Other
Commercial /Industrial Market Segment:

3. Lighting Efficiencies
5. Power Equipment/Motor Efficiency
6. a i
7. Water Heating
8. R ige m
0 a a enewable
sSources
11. Renewable/Natural Gas substitutes
for electricity
12. High Thermal Efficient Self Service
Cogeneration This section has been replaced with
. Other individual end-use categories for both
residential and commercial/industrial
customer segments as shown on the prior
an—assessment—of the-—cost—effective—annual page.




DOCKET NO. 920606-EI
MARCH 18, 1993

(4) Within 90 days of a final order

establishing or modifying goals, or such
e 1lity sh submi C iss]

approval a demand side management plan
designed to meet the utility's approved
goals, gea&efreferred—e?—tn—seeeien~+*+fe£
this—rule—whieh—shall —inelude—demand—aide

FEECA directs the Commission to require each
utility to develop plans and programs to
meet the overall goals within its service
area following the adoption of goals.
Utilities are to file DSM plans within 90
days of the final order establishing or
modifying the goals. The Commission, if
needed, may grant a filing extension on a
case by case basis.

The reporting requirements are necessary for
staff to report the results of the

- 25 =







prqg;g;,tota; annual KWH reduction winter

_,_’,_J’——"’_—

reduction poth
eneration
m

ram includin
of research design, instrumentation, use of
gggtrol_groupsifdnd other details sufficient
to ensure th;;_results are valid;

10, _an the cost-

—

estimate of
gjfg;;;vq,ess of the program using the cost-

ejte;;;ggness tests reguired pursuant to
>5-17.008.

apnual I€E ort no Jlater _th

ort DO an Mereh—=
septembe r 30 of each yeal_ summarizi ng its

depand Si e ._,T:_‘,DGGQI"QDL,PLGB__ containing 6

A

This portion of the proposed rule 1is
consistent,with the following FEECA language
contained in Section 366.82: wpfter the
programs and plans to meet those goals are
completed, the commission shall determine
what further goals, proqrams, or plans are

warranted and, if sO, shall adopt them".

FEECA leqislation requires the commission to
obtain periodic reports from each utility
and provide the Legislature and the Governor
with an annual report DY March 1 of the
goals it has adopted and the progress toward
meeting those goals. The 6 month actual and
6 month projected data will pe used for the
jnitial report tO the Legislature by March




DOCKET NO. 920606-EI
MARCH 18, 1993

months actual achieved and 6 months

] e nd—the—totar —aetuns — A ¥ v;'-: AAS
results for its approved demand side
management plan, in the preceding calendar
year.—{er—%he—%tems—deeer&ba&—%n—&tens—&

ehreaqh—&&—%%eted—be}ewf— on_March 31, each
utility sha;l_ submit an updated annual

o

results for the preceding calendar year.
The report shall contain, at a minimum, @
comparison of the achieved KW and KWH

z and the following
information for each approved program:
1. the name of the utility:
2. the name of the program and program
start date;

i the calendar year the report
covers;
4. total number of customers OY

appropriate unit of measure by customer
class for each year of the planning horizon:

- total number of customers or
appropriate unit of measure eligible to
participate in the program for each year of
the planning horizon;

6. total number of customers or
appropriate unit of measure projected to
participate in the program for each year of
the planning horizon;

1. The 12 month actual data will provide
the Commission with calendar year data when
responding to additional requests from the
Legislature and other interested parties.

This section contains the annual report
comparing each utility's actual KW and KWH
accomplishments with the goals set by the
Commission.
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d = discount rate (utility's after
tax cost of capital)

n - life of the program

Specific Authority: 366.05(1),

366.82(1)-(4), F.S.
Law Implemented: 366.82(1)-(4), F.S.
History: New

This formula will provide a standardized way
for all utilities to report annual savings
in dollars.

Staff recommends deletion of the CPIF rule
at this time. Staff further recommends the
Commission consider stockholder incentives
on a utility specific-basis in a hearing.
The utilities may request approval of

- 30 =
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incentives in the rule implementation
dockets or in another hearing if
appropriate.
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25-17.003 Energy Audits; Related
Provisions.

f1

1 Purpose: This rule specifies the
minimum requirements for performing energy
audits by each utility subject to the
requirements of this rule.

(2) Applicability: This rule applies
to each utility as defined in s. 366.82(1),
rF.S.

(3) Definitions:

(a) "Alternative (Walk-Through) Audit"
means an energy audit as defined in Chapter
25-17.51(8), F.A.C.

(b) "Commercial Audit" means an enerqgy
analysis of a commercial building and its
assoclated energy systems to determine its
energy efficiency and to identify for the
customer those cost effective measures which
may improve its energy efficiency.

(€) "Energy Conservation Audit" means
an energy audit as defined in Chapter
25-17.51(6), F.A.C.

(d) "Industrial Audit" means an enerqgy
analysis of an industrial facility and its
assoclated energy systems to determine its
energy efficiency and to identify for the
customer those cost effective measures which
may improve its energy efficiency.

33




DOCKET NO. 920606-EIl
MARCH 18, 1993

(4) Each utility shall notify its
residential, commercial, and industrial
customers of the availability of energy
audits at least once every six months.
Notification of audit availability, at a
minimum, must be made by use of notices in
billing statements Or other means that
involves direct notification to the
customer. The announcement of the
Residential Conservation Audits as required
in Chapter 25-17.53(3) (¢c) can count as one
of the biannual notifications for the
residential customers.

(5) For each customer requesting
either an Energy Conservation Audit or an
Alternative Audit, each utility shall
provide the requested audit to the customer
in accordance with the provisions of Chapter
»5-17.51 through 25-17.65, F.A.C.

(6) For each customer requesting
either a Commercial Audit or an Industrial
Audit, each utility shall provide or arrange
to provide the requested audit to the
customer within 120 days of the date the
customer makes the request. The utility may
recover the actual expenses incurred by
providing audits from those commercial or
industrial customers requesting such audits.

+4f—d—4+r—&&€*r—e{~4a

IR ey e — O L

Energy audit penetrations rates are
addressed in the new
section 25-17.0021(5) .

conservation goals
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Amended
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Utility Conservat ion Efforts.
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This section describes the current semj-
annual and annual FEECA Feports that are
submitted by FEEca utilities. This
information will now be included in rule 25-
17.0021(5).
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cCemmiasieon—orders

Specific Authority: 366.05(1) ,
366.82(1)-(4), F.S.

Law Implemented: 366.82(1)-(4), r.s.
History: New 12/2/80, formerly 25-17.05,
Amended 12/30/82, 6/19/84, 9/14/88,
Repealed,

25-17.006 Electric Utility System
Conservation End Use Data.

(1) PURPOSE: The purpose of this rule
is to provide for the periodic submission of
certain conservation information and other
related information to the Commission.
Applications of this Rule include:

42

Inserts new rule reference.
been repealed.

25-17.002 has




a gathering information to review
and revise conservation goals pursuant to
Rule 25-37.062 25=17.0021, F.A.C.}
gathering information to estimate
the potential kilowatt hour (KWH) and
Kilowatt demand (KW) savings achievable
through various conservation measures and
conservation technologies;

(C) to monitor the effectiveness of the
Florida Model Energy Efficiency Code,
ceveloped under s. 953.900, F.S., et. seq.,
and modifications made thereto; and

(d) gathering information to enable the
Commission to analyze conservation
alternatives to mitigate the need to
construct new power plants in Florida.

(2) APPLICABILITY: This rule shall
apply to all electric utilities that had
total sales of electric energy for purposes
other than resale in excess of 500 gigawatt
hours for the calendar year 1980.

(3) Residential KwH Consumption Data:
Starting with the 1981 calendar Yyear, and

each year thereafter, each electric utility
shall:

J MTOD

(a) Categorize all customers
(structures) who were or had been connected
to the utility system for permanent service
during the calendar year by the year of
first connection and by the following
customer groups:

- Residential, single family,

unattached.
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2 Residentzal, single family,
attached.
3. Residential, mobile home or

trailers.
Customers (structures) first Connected

to the systenm On or before December 31, 1980
shall be categorized as having a 1980 year
of first “onnection.

(b) Using standarqd statistical
Sampling Procedures, develop sample groups
by customer group as Specified in Subsection
(3) (a) above and calendar Year of Structure
Connection beginning with 1980,

(c) For each sample group developed
Pursuant to Subsection (3) (a), Compute the
average annual energy co Sumption in units
of kilowatt hours Per customer. The
Computed valye shall pe statisticaliy
reliable at a 90% confidence level and a +/-
°% relative ACCuracy, The average annual
enerqgy Consumption shall be determined by
adding the Active Customers for each month,
dividing that sunm by 12 and dividing that
result into the tota) annual Consumption for
those Customers. Active -‘Ustomers are those
members of the Sample group to whom bills
were issued during that month.

(d) For each sample group developed
Pursuant to Subsection (3) (a), CoOmpute the
average monthly en <9Y consumption in units
of kilowatt hours Per customer. The
Computation shall be made for each month of
the Calendar Year, The COmputed valyes
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shall be statistically reliable at a 90%
confidence level and a +/- 5% relative
accuracy.

(e) Report the results of subsections
(3)(c) and (3)(d), by March 1st of the
following calendar year. Also, report the
total number of customers at year end by
each customer group specified in subsection
(3) (a) connected to the utility system for
permanent service during the calendar year.

gy
Ihg——“;1l1&1g§——5hﬂll-ﬂl§9——9§19“1§§2——ﬂng
:gng;1_§;g;g!1gg_ggg;ggg;gg_ﬁg;_;hggg_ﬂg&g
g;;gtg__2g__Qg;gT_gI__;ng__ggg__dgst_gi__th
(f) The requirement that customers
(structures) be categorized by year of first
connection to the utility system is for the

purpose of approximating the year of
construction.

(4) Residential Goal Setting
Information:

(a) Residential Customer Survey:

Starting with calendar year 1986 and every
four years thereafter, each electric utility
shall "collect" certain information on the
appliance stock, housing characteristics,
household demographic characteristics and
twelve months of kilowatt hour billing
histery for its proportionate share of a
representative sample of residential
customers (structures).

1. For the purposes of obtaining the
data described in subsection (4)(a), a

It is contemplated that the utilities will
work through the FCG to aggregate and
prepare a statewide report.
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Fepresentatjve sample of residentijaj

Custom

©r's sufficient to vielq 1,350 Usable,
Complete ot:qrvations shall be field

Interviewed by Fepresentatjves Oof the
utility in each of the following
clxrqtologlcal Zones,

a. Northern: Baker, Bay, Bradford,
Calhoun, Clay, Columbia, Dixie, Duva],

}sca:bxa, Frank;:n, Gadsden, Gulf, Hamilton,
Holmes, Jackson, Jefterson, Lafayette, Leon,
leerty, Madis:n, Nassau, Okaloosa, Santa
Rosa, st. Johns, Suwannee, Taylor, Union,
Wakulla, Walton, Washington.

Centra]: Alachua, Citrus, DeSoto,
Flagler, Gllchrlst, Hardee, Hernando,
Highlands, Hillssrough, Lake, Levy, Marion,
Okeechobee, Orange, Osceola, Pasco, Polk,
Putnam, Semlnole, Sumter, Volusia.

. Centra) Coasta]: Brevard,
Charlotte, Collier, Glades, Hendry, Indian
River, Lee Manatee, Martin, Monroe

(excluding the Floriga Keys) , Pinellas,
Sarasota, St. Lucie,

d. Southeast: Broward, Dade, Palm
Beach, and the Florida Keys,
- For each climatological Zone, each

utility shall Sample 3 Proportion of the
1350 Customers based on its Percentage of
residentia} Customers in each of the
regions.

a. By November lst prior to the
Survey year each utility will Provide to the
Commissjion staff the Nnumber of its
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residential customers residing in each of
the four climate zones as of June 3J0th prior
to the survey year.

b. By January 15th of the survey year
Commission staff will allocate the
prescribed sample points to each utility
based on the information submitted pursuant
to subsection 2.a.

3. For each climatological zone, each
utility shall stratify its residential
customers by customer group as defined in
subsection (3)(a) and draw a representative
sample from each customer group proportional
to that group's percentage of the total
residential customers in the climatological
zZone.

4. The information on appliance
stocks, housing characteristics, household
demographic and the twelve months of KWH
billing history shall be gathered using a
survey instrument prescribed by the
Commission by January 15th of the survey
year. Nothing in this paragraph shall be
construed to prohibit an electric utility
from adding additional questions to its own
survey it believes useful.

S. Each utility shall report the
survey information and billing history on
each individual respondent to the Commission
on or before September 1st of the calendar
year immediately following the survey year.
This information shall be reported such that
no individual customer's identity can be
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determined. The information reporting
format shall pe Prescribed by the Commission
Prior to April 1st of the sSurvey year. The
medium for reporting the information shall
be 3 and one-half inch microcomputer
diskette using a FoxPro database Structure
B—tfaek—ﬂaqﬁetfehéape unless another medium
1S approved in Writing by the Commission

staff. The utilities shall also submit
, regated « i i i |

6. The following guidelines shall
apply to Customers described in Subsection
(4) (a) 1. above:

a. Customers must be customers of
record as of July 1st of the survey year.
b. Customers must be continuously

billed for a twelve consecutive calendar
month period between July 1st of the year
Prior to the survey year and July 31st of
the survey year. The twelve calendar
consecutive month Period shall be the same
for all Survey customers.

a. Seasonal customers billed in
accordance with sub-section (4) (a)6.b. may
be counted toward the required number of
sample Customers.

7. The survey year shall be an even
numbered calendar year beginning with the
1986 calendar Year and every four years
thereafter. The term survey Year shail not

Updates the medium and data Structure to pe
used in reporting the data.

It is contemplated that the utilities will
work through the FCG to produce a statewide
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be construed to limit completion of the
survey to that even numbered calendar year.

8. The reporting year shall be an odd
numbered calendar year beginning with the
1987 calendar year and every four Yyears
thereafter.

b} —Ferecasts of Residential-Appiiance
Etoeks and ¥

Staff proposes to repeal this portion of the
rule relating to the forecast of residential
appliance stock as this information was not
used by staff or the utilities.
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(c) Residential Rate Class Load Data:
starting with calendar year 1987 and every
two years thereafter, each investor-owned
utility, subject to this rule, shall report
to the Commission by June 1st of the
reporting year the scaled residential class
load profile, defined in (4) (c) 4., according
to the following procedure:

During any consecutive twelve (12)
month period within the two calendar years
immediately preceding the reporting year,
each electric utility shall gather
residential class load research data in
accordance with Rule 25-6.0437, F.A.C.

2. "sing the residential class load
research data, specified in (4) (¢)1., each

1
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utility shall develop a residential class
load profile using either the Mean Per Unit
Methodology or the Combined Ratio Estimation
Methodology to expand the hourly kw/customer
load research data into a residential class
load profile. This load profile shall
consist of consecutive hourly demand values
representative of the residential class's
hourly demands during the twelve (12) month
period described in (4)(c)1.

A Each utility shall weather adjust
each hourly demand value in the residential
class load profile, developed in (4) (c)2.
The weather adjustment shall be for
differences in weather variables between the
hourly weather conditions for the twelve
month period described in (4)(c)1. and the
corresponding average hourly weather
conditions for the utility's service area
derived from a statistical analysis of at
least ten consecutive years of weather data
or upon the Typical Meteorological Year as
defined by the Naticnal Weather Service.

4. To the extent that the weather
adjusted residential class profile developed
in subsection (4)(c)3. coincides with the
calendar year immediately preceding the
reporting year, the utility shall report
that load profile data. For other time
periods the residential class load profile
developed in subsection (4)(c)2. shall be
projected and reported for the corresponding
months in the calendar year immediately
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preceding the reporting year. The method
for making these projections shall, in the
best judgment of the reporting utility, be
such as to reflect residential class load
levels which would have occurred under
average weather conditions as specified in
subsection (4) (c)3.

S. The reporting year shall be an
odd-numbered calendar year beginning with
the 1987 calendar year.
specific Authority: 3166.05(1), 350.127(2),
F.S.

Law Implemented: 3165.05(1), 366.82(2), F.S.
History: New 6/14/82, formerly 25-17.06,
Amended 2/21/85, 9/7/87, ’

25=17.007 Normalization of Electric
Utility Load Data.

BEIETAD

This rule should be repealed as it relates
to the original conservation goals rule 25-
17.002 which expired and was repealed in
1989. The methodology is on longer
applicable to the new rule being proposed.
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Specific Authority: 366.05(1),
366.82(1)-(4), F.S.
Law Implemented: 366.82(1)-(4), F.S.

History: New 6/19/84, formerly 25-17.07,
Repeal .
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