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CME BACKgROUND 

In November 1995, the Commi6sion approved Flo rida Po•.o~er & 
Light • 6 (PPLl Re6idential Air Conditioning program as part o f FPL' 6 
demand side management (DSMl plan in Order Numbers PSC-95-1343 -S 
EG, and PSC·95·1343A·S·EG. The program is designed, through the 
use of incentives, to reduce FPL' s summer and winter coincident 
peak demand and energy attri butable to central and room heating, 
vent:ilating, and air conditioning equipment. All resident. ~al 
customers installi ng room air conditioners are eligible to receive 
inceT tives. However, those residential cust omer6 installing 
cent ral units must make an installation at a residence occupied for 
at l east one year to be eligible. 

I n staff's f irst set of inte·rrogatorie6 in Docket No. 96 0002-
EG, PPL wa6 asked t o evaluate each of ita approved DSM programs 
using its most recent planni ng as6umptions. The re6ults showed 
that: several of FPL's DSM programs, including its Residential Air 
Conditioning program (RIM • 0.81), failed the Rate Impact Measure 
(RIM) test. PPL stated that tho requested analyses wore not 
ouffioient t o aa1eaa whethor the program& should cont1nue lO be 
offered . PPL agreed at t hat time to reevaluate each o f the fail i ng 
programs t o determine whether potent~al program modifications may 
rescore cost-effectiveness. 
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• 
On May 6, 1991 FPL filed a petition seeking Commission 

approval of modifications to its Residential Air Conditioning 
Program. Th~se modifications consist o f revising eligible program 
conservation measures and restructuring the incentives t o be pa1d 
for eligible measures. 

DISCQSSION OP ISSQBS 

ISSQB 1: Should the commission approve Florida Power ~ Light 
Company's (FPLl Modifications to ita Residenti a l Air Conditioning 
Program for conservation cost recovery? 

RBCOMMBNJ)ATION: Yes . However, the p roposed modifications 
indicate tha t the revised program will result i n a marginal ly cost 
effective Demand-Side Conservation measure for F'PL' s ratepayers . 
Por this reason, PPL should reassess the cost-effect.l veness o f the 
program and report, in i t s November, 1998 true-up t 1l1ng 1n Docke t 
No. 980002-EG, t he resulting cost -effectiveness ratio s usi ng thf' 
most current assumptions at the time the analys i s is pcr!ormed . 
FPL should also repor t to staff t he results o f its pl anned 
evaluation of the Residential Air Conditioning program. 

STAfF ANN.XSIS : FPL' s existing Residential Air Conditioning 
Program has been modified to include ground source heat pumps as a 
potential mea.aure, exclude c011111er cial and industrial customer s with 
room air conditioners, and revise the program's incentive 
structure. FPL currently projects that these revisions will resul t 
in reduc ing a.n average participant's peak demand and energy 
consumption by 0.386 kW summer d~•nd. 0.039 kW winter demand. and 
744 annual kWh, respectively . Thio level of demand and energy 
oavings results in a 1.02 RIM and 2 . 03 Participants cos t
effectivene·as ratio. 

FPL's Residential Ai r Conditioning Program began i n J anuary 
1995 . Since i ncept i on PPL has tracked the progress of thio 
progr«ln, reporting the results in its 1996 Demand Side Management 
Annual Report. When compared to the 1996 report find i ngs, F'PL has 
projected that its program modificat ions will result i n an average 
participant's summer demand savings a t the meter inc reasi ng from 
0.29 t o 0 . 386 kW. Similarly, winter demand uavingu are proj ec ted 
to increase from 0. 01 kW t o o. 039 kW . Howe ver . the program 
modificat ionu are expected to decrease energy savings from 1 . 2~2 
kWh to 744 kWh . Nonetholeau , the current oot i mated l mpac~o e xceed 
t hose usod a. tho buis for the program' s original ApprovAl ; 0 .26 
kW surrmer, 0.0004 kW wi nter, and 664 kWh annual energy reductio n . 
Current projec tiOtlS a re substantiated by var ious surveys as well as 
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results from end-use monitoring. 

• 
The increase in projected demand savings is attributable to a 

projected increase in installments o f higher Seasonal Energy 
Efficiency Rating units as well as the exclusion of commercial and 
industrial customers• room air conditioners as eligible equipment 
under the program . These addi tional demand savings serve to 
i ncrease t:he overall cost-effectiveness of the program through t he 
avoidance of cap~~it:y expenditures. However, with the in-service 
date o f the avoided unit advancing to the year 2001, the 
opportunity for program part:icipation has decreased. In additio n, 
the decline in avoided cost also works against tho program's C03t 
effectiveness. 

The incentives to be paid under PPL' s program have been 
revised from a previous availability of $336 to $384 per kW to a 
range not to exceed $182 to $303 per kW of summer demand reduction . 
This reduct ion in overall cost is coupled with an increased 
weighting toward the higher efficiency measures. Each factor is 
designed to promote the cost-effectiveness o f the program. 

ln response to a data requeot ft om otaff, FPL has indicated 
that each of its major DSM programs wi ll l~ve an updated eva l uation 
performed every y~ar through 1999. PPL has further ind ica ted t ha t 
specific programs will be the target of focused attention wi th an 
expanded data collection effort. The expanded data collec tion wi l l 
include end-use metering, site surveys, part i cipant surveys, and 
trad.e ally su.rveys. During 1997-1998, PPL' s Resi.dential Air 
Conditioning program will be the subject of such an expandt'd focus . 
During this time, PPL's current OSM Evaluation Plan indicates c.hat 
it. will make use of end- use metering from 90 sites with central 
units and 50 sites with room air conditioning during 1997, and from 
90 sites with central units in 1998 to veri fy the i mpact o C its 
Residential Air Conditioning program t o reducing peak l oad. Sta ff 
recommends that FPL be r equired t o ceport to staf f the results of 
i t s ? lanned evaluation effo r t s. 

PPL's modifications to i ts Resi dential Ai r Cond1 t io ning 
Program are projected to reou1t in a 1.02 RlM cost -effec t i veness 
ratio. Give.n this marginal level of coot -effectiveness, the 
pro9ram may be susceptible to becomi ng nol cost-ef!ecti ve l C 
avoided costs drop slight ly o r as sumed demand and energy savings 
are less than projected. Beca use o f t he ris k Lo FPL' s ratepaye r s 
of a marginally cost-effecti ve pr ogram, s t aff re;ommends that fPL 
be required to r eassess the cost-effectiveness o f the program and 
file the resulting coat ·effec tiveness ratios wit h its November 1998 
true-up filing in Docket No. 980002-EG . The reoosessmcnt should 
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• 
include the most current assumpti~ns at the time the analysis is 
performed. 

A redu.ction in avoided cost appears to be the primary reason 
for the decline in cost-effectiveness of fPL' s programs. As 
modified, the Residential Air Conditioning program meets Commission 
requirements for cost-effe~tiveness. However, because the program 
is only marginally cost-effec tive, fPL should be :requ1red t o 
monitor and evaluate the program as planned to i11sure continued 
cost-e ffectiveness. 

ISSUE 2: Should Florida Power " Light Company be requi red to 
submit detailed program participation standards for ito Residential 
Air Conditioning Program? 

RSCOMMBNDJ\TIOB: Ye s. Florida Power &. Light Company 
program participation standards within 30 days of the 
the order i .n .-his docket . These standards 
administratively approved. 

should file 
issuance of 
should be 

STAFf JINALXSIS: PPL should file program standards that clearly 
state its requirements for participation in the program, customer 
eligibility requirements, details on how rebates or incentives will 
be processed, technical specifications on equipment eligibility. 
and necessary reporting requirements . Staff recommends that it be 
allowed to administratively approve these program participation 
standards if they conform to the description of the program 
contained in PPL's petition. 
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ISSUE 3: Should thie docket be cloaed? 

• 
BECOMMBHDATlQN: Yes, if no protes t is filed within 21 days of the 
issuance cf this order. 

STAff NINJSI S: Pursuant to Rule 25 - 22.029( 4 ), Florida 
Administrative Code, any person whose substantial interests are 
affected by the Commission's proposed agency artion shall have 21 
days after icquance of the order to file a protest. If no timely 
protest i• filed, the docket should be closed. 
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