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CRITICAL DATZS : NONE 

SPECIAL DJSTJI.OCTIONS : S: \ PSC\DG\ WP\IIiilll!tiJI!If.:l 

The f'l or ida Energy Ef C lcJ ency and conse rva c I on Act 1 f'EECAl , 
Sections 366 . 80 - 366 . 85, florida Statutes, requires ~h~ Commission 
to adopt goals t o reduce and control the growth rates of e lectric 
consumption and weather-sensitive peak demand. In Order No . PSC-
94-1313-FOF-EG issued October 25 , 1994, the Commission set numeric 
demand-side mane1ement (DSM) goals for Florida Power Corpora~i on 
(FPC) . The Commission approved FPC ' s DSM Plan , designed to mee~ 
t hese goals, in Order No. PSC-95-0691-F'Of-EI . The plan consisted 
o f four residential programs , nine commercial and industrial 
programs and one r eoearch and development program. Taken together, 
the Resi dential Home Energy Improveme nt IRHEi l and Residential New 
Cons truction (RNC) programs were estimated to provide a 3 4 percent 
contribution to FPC's summer demand reduct ion goa l and an 82 
perce.nt contribution to FPC's energy reduction goal for residential 
customers. 

The RltBI program 
existing homes whic h 

iu an umbrella efficiency program Col' 
promotes thermal envelope e f f1 ciency 
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improvements and the i nstal l a tion o f upgraded equipment and 
appliances. The RHEt p r og r am provides incent ives f or ceiling 
i nsulation upgrades, duct l eakage test and repair , high eff iciency 
electric heat pumps , a nd high e fficiency alternate electric water 
heat ing . The RNC program promotes energy ef f icient new home 
construction by providing education and advice to home builders a nd 
contractors o n energy related issues. The RNC program al eo 
provides incentives for t he installation of more e ff icient e lec tri c 
heat pumps and alternate electric water heating units , as wel l as 
f or preferred duct design and a tti c insul a tion. 

On January 9, 1991 , fPC filed a peti tion (or approval o f 
revised program participa tion standards and incentive levels t or 
t he RHEI and RNC programs . On March 28, 1997 , fPC filed an amended 
petition in this docket . In the amended petition , FPC added 
language which addressed the concerns o f staff on several issues. 
I n addition , FPC added duct repair incenti\'AS ! or multi-family 
homes t o the RHEI pr ogram. 

Changes to program standards which conform to th~ o rig ina l 
program appro ved by the Commission are normally admi nistratively 
appro ved by staff . Ho we ver, FPC aqrces with sta ff th.n bcc.lU"~ the 
proposed revisions to the RHEI and RNC program participati on 
standa r ds affect the prog r ams ' cost-e!Cectiveness , it ls 
app:-opri ate f or the Commission to approve the rev1sions . FPC 
requests that the proposed program rev is ions be approved by the 
Conunission, including recovery o f reasonable and prudent 
expenditures . 
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PISCQSSIQN OF I SSVES 

ISIQI 1 : Should the Commission approve fl orida Power Corporation ' s 
(fPC ' s) revised progr am participation standards fo r the Res1dent1al 
Home Energy Imp rovement (RHEil program? 

~QHHINPATIQK: Yes . The proposed program revisions are expected 
: increase program participation, reduce unnecessary costs for 

contract ors and mee t t he criteria eotabl iohed for DSM program 
approval by the Commis sion in Order No. 2356 0. The progr am as 
modi fied i s cost effective, directly monitorable, and advances the 
policy object i ves set forth in Rule 25 · 17 .001, Florida 
Administ rative Code and the Florida Energy Efficiency and 
Conse rvation Ac t (FEECA) Sections 366.80 through 366.85 , Florida 
Sta tut es . 

STNI' AHAIJSIS: A discussion of the proposed revisi ons l o the RHI::I 
progr am follows . 

1) The level of the incentive pa id !or the ln~tallaLion o f a 
heat pump wi ll be a function of t hu type o f heating ventilation and 
air conditioning (HVAC) s ys t em being replaced and the efficiency 
level of the new heat pump, rather than s o lely based on the 
e! f ici ency leve 1 of the new he oat pump . The proposed IncentI ve 
l evels a re higher if a high etficiency heat pump replaces a 
resist ance heat system, than i! an e xisting heat pump is replaced . 
Recent contra c tor and customer surveys pe r formed by FPC have 
indicated that when a higher incentive is o ffered fo r repl acing a 
heat resistance system with a high efficiency hea t pump, greattr 
customer participation wil l resul t a long with higher demand and 
ene rgy savings per pa rticipant. Of fer i ng a h igher incentive Eor 
replacing a heat resistance system with a heat pump will result in 
greater demand ann energy savings and therefore is consistent with 
the policy objectives set forth in Rule 2 5· 17 .001, Florida 
Administrative Code and PEECA . 

2) The incentive paid for the i nstallation of~ he~L pump will 
be paid direc tly to the consumer in t he form o! a check or a credit 
to the customer' s bill , rather than to t he contrac t or. PPC expect s 
this change t o increase customer part icipation and resolve a cash 
flow problem which has been experienced by s mall contractors. 
However , it is d i f ficult to predict whet~er paying the incentive 
directly to the customer wi ll result in increased participation . 
This modification does not affect the cos t effectiveness of the 
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program and is therefore an example of a modH i cation wh ich is 
typically administratively approved by staff. 

31 Each contract or will be paid a maximum of $25 per c ustomer 
account for completing the necessary paperwork on eligible 
instal l ations . It is appropriate to compensate HVAC contract ors 
for completing the necessary paperwork and a maximto::-: payment of S25 
appears reasonable. The $25 payment to contractors was 
appropr iately included in FPC's cost effectiveness analysis. 

4) Contractor s will no longer be required to do a Manual J 
calculation on HVAC equi pment unless the HVAC equipment exceeds 
approximately one ton per 500 square feet of cvnditioned area . A 
Manual J calculation is performed to determine whether the size of 
the HVAC equipment is appropriate for the conditioned area. In 
FPC's original proposed changes to the RHEI program, the Manual J 
calculation for HVAC equipment was deleted, with no substitute HVAC 
sizing requirement. In order to address otnff'o concerns, FPC hao 
filed an amended petition which added language requiring the Manual 
J calculation if the HVAC equipment appears oversized for the 
square footage of conditioned area. While HVAC equipment which is 
one ton per 500 square feet of conditioned area may be oversi zed 
for today• s new houses, this is an acceptable criteria for existing 
homes. 

51 The duct leakage repair incenti ve will be e xpanded to 
include multi-family homes. FPC' a original program qtandards 
omitted duc t leakage repair on multi-family homes because of health 
and safety concerns and t .he difficulty of doing a blower door test 
on multi-family units. FPC has subsequently learned that multi
family duct repair programs are being performed successfully by 
other utilities with no resulting health or safety problems. FPC 
has also resolved the blower door testing issue by locating a 
contractor who will repair all ducts for SlOO per unit on multi 
family homes. This .·emoves the need for a blower door test. FPC's 
$100 incentive will therefore cover all costs. f'PC has 
appropriately included the costs and benefits of the multi-family 
duct repair incentive in the cost effectiveness tests for the RHEI 
program. Staff recommends Commission approval of this change 
be~ause offering the program to multi-family homes will increase 
program participation. Offering an incentive which covers all 
repair costs will encourage landlords who are not responsible for 
electric bills to participate in the program. 
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FPC has determined the coot effectiveness o f the revised RHEI 

program as follows: 

Rate Impact Measure Test: 1. 4 3 
Participant Coot Test: 2 .10 
Total Resource Coot Test: 2.55 

As originally filed, the RHEI program had a RIM test va lue of 1.39. 
Staff recommends approval because the proposed program revisions 
are expected to i ncrease program pa rticipation, reduce unnecessary 
coots for contractors and meet all the criteria established for DSM 
program approval by the commission in Order No. 23560. The program 
as modified is coot effective, directly monitorable, and advances 
the policy objectives set forth i n Rule 25· 17 . 001 . Florida 
Administrative Code and FEECA. 
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XSSQE 2 : Should the Commission approve Florida Power Corporation ' s 
(FPC' s) revised program partici pation standards for the Resi de nti al 
New Construction (RNC) program? 

RICONMZNPATIQN : Yes. The program as modif ied is cost effective , 
directly monitorable, and advances the policy object:ives set: forth 
in Rule 25 -17.001, Florida Administrat i ve Code and FEECA. While 
the benefit/cost ratio o f this program is marginal, with a RIM 
value of 1.09, FPC's requi rement that Level TWo incent:iveo will be 
paid only if a commensurate reduc t ion in the Energy Perfo rmance 
Index (EPI) r esults wi l l reduce the risk that incentive s wil l be 
paid when demand and energy savings may not materiali ze . 

StAPf ANALYSIS : A discussion o f the proposed rev is i ons Lo t he RNC 
program follows . 

1) The RNC program currently provides three t i ers o f 
i ncentives. Level One provides a free educat ional duct test fo r 
contractors . Level Two is a SlOO inc ent i ve f o t ~ hea t pump , plus 
a speci fied duct de sign or i nsulation upgrade . ~evel Three 
provides incentives ranging from S200 t o $ 500 !or t he Le vel Two 
requirements plus the installation of heat pumps with speci !led 
e fficiency levels, and a ded i cated hea t pump water heate r , and an 
incentive for cooperative adverti s ing f o r the home . 

FPC has proposed revisions t o thes e i ncentive level s . Under 
the proposed revisions, Level One remains t he s ame . The Le ve l Two 
incentives have been combined wi t h the Le vel Three t o Cor m the new 
Level Two which provides moneta ry i ncent ives o f $ 100 t o S500 
depending on the number and efficiency l e vel o f the mechan ical 
equipment installed. !n response to conce rns o f s taff, f PC has 
added language which require s tha t Le ve l Two i ncent i ves wi l l be 
pa i d only if a commensu rate reduction i n t he Ene r gy Pe rformanc e 
Index (EPI) results f rom the ins tallat ion o f t he mechanica l 
equipment . In order t o pass code , the thermal eff lc1e nc y o ! new 
F'lorida home must meet a maxi mum 100 EPT r a ting. The proposed 
change will prevent a contractor f rom recei vi ng an incentive ~o 
i ns tall a higher efficienc y heat pump , whi l e ma ki ng othe r changes 
to t he home which lower the home ' s thermal performance, but ma ke 
the home more attr~~tive for potential buyers. for exampl e , adding 
additional window space ma kes the home mor e at t r active , but can 
subs t ant i ally reduce the thermal e ff iciency o f Lho homo . The 
r equirement that a commensurate reduct i on .in t he EPI cc.::ur be f ore 
Level Two incenti ves are awarded i s Lhere!ore e xpected to r educe 

- 6-



• 
DOCKET NO. 970056- EG 
Apr il 24 , 1997 

• 
the risk that incentives will be paid when the e xpected demand and 
energy savings may not ma terialize. 

The proposed Level Three requires that the home be at least 30 
percent more energy efficient than the Council o f Ame r ican Building 
Officia l s (CABO) 1993 Model Energy Code (MEC). A contractor who 
meets this standard for a home will recei ve the Level Two 
incentives for mechanical equipment plus FPC will matc h on a 50/50 
basis up to $50 for cooperative advertising !or the horne . 
Comparing the thermal effici ency of the home to the CABO 1993 MEC, 
rather t han the Florida code, will allow FPC to participate in the 
United States Environmental Protect ion Agency' s Energy Sta r 
Program . The proposed Level Three incorporates the requirements of 
the Energy Star Program, which will allow home~ to be adver tised as 
Energy Star home1s. FPC prov ided staff with a comparJson of the 
CABO 1993 MEC to the Florida EPl standard . According to FPC' s 
calculations, a new home which is 30 percent more efficient than 
the CABO 1993 MEC standard is 20 to 25 percent more efficient that 
the Florida EPI standard. Therefore , FPC' s request to tie the 
Level Three incentive to the CABO 1993 MEC ls appropridLe. 

2) The efficiency levels of heat pumps requ ired t o earn 
specified i ncentives have been changed . FPC has provided 
documentation which shows that very !ew heat pump models were 
available with the efficiency levels required by tile origi nal 
program standards . Accor ding to FPC, this substantially reduced 
part icipa tion level s . In order to increase participat ion levels , 
FPC has proposed efficiency levels for heat pumps which more 
closely match tho models current ly available on the mar~et . Given 
the documentation p r ovided by FPC, staff recol!lll1ends that these 
changes are appropriate . 

3) FPC has also del eted the requirement that limited the heat 
pump size t o the larger ? f 15 percent above the design c r i ter1a o r 
6, 000 BTUh . FPC believes that this requirement Is not needed. The 
Florida State Energy Code for New Construction deals with sizing o f 
equipment and it is by law the responsibil i ty of local building 
officials t o en~ure that HVAC equipment is not oversized . 
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FPC has determi ned t he cost e!!ect tve n eso of the revtsed RNC 

program as foll ows: 

Rate Impact Measure Te s t: 
Participant Co s t Test : 
Total Resource Cost Test: 

1. 09 
1. 34 
1. 4 2 

As originall y filed, t:he RNC prog r am had a RI M test value o l I . 6 . 

The red uction i n RIM f r om 1. 6 to 1. 09 appea r s t o be prlmartly a 

r esu lt o f FPC' s reduc t ion i n avoided cost . Theo r etJcAI ly , a 

progra m which passes t he RIM test w1th a value greater than 1. 0 ~~ 

considered cost eff e cti ve and will r educe rates fo r all cust om<n"' 

f r om what t h e y o t he r wise would hilve been . llo wcver , wtth a RIM 

va l ue of 1. 09 , there is l it.tle room for error In ,wotdcd cost o r 

dema nd reduction est imations Cor the RNC prog rom . In o rdct to 

r educe the risk tha t no n-participating customers wl ll not bPnc t It 

from t h e progr a m, i t may be appr oprlilte t o alloc.•te 1 he rusts o t 
the progr am to residential customers. The Commtsston hMl urwm:d 

Docket No . 970046-E:l in order to lnVt>Rtlgate the olJlj) IOPildl t•ll('SS Ol 

allocating t he costs of DSM p r ograms to the rate cldsscs ••ltglble 

to participate in such programs . 

Staff recommends approva l o f t he p r opos ed rev isions to tho RNC 
program. The program as mod ifie d is cost effecti ve, direc tly 
monitorable , a nd advanc es t he policy objectiveo oct forth in Rule 
25 · 17.001. Fl o rid a Admi n ist ra t ive Code and FEECA . While the 
bene f iticost r a t i o o f this program io ma r ginal , wtth a RI M value of 

1.09 , FPC's requi rement tha t Level Two incent. iveo wtll bt• polld o nly 

1f a commensu ra t e r ed!uct.ion in t he E:twrgy Perfotmonce lnu,•x (1-: Pl ) 

results will reduce the risk that 1nccnti ves wl 1 l be p,lld whe n 

demand and energy savings may not materialize . 
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