394

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Amendment of Rule 25-17.008, DOCKET NO. 891324-EU
F.A.C., pertaining to Conservation
and Self-Scrvice Wheeling Cost

Effectiveness Data Reporting Format

ORDER NO. 24745

ISSUED: 7/2/91

NOTICE OF ADOPTION OF RULE AMENDMENT

The rule amendment was filed with the Secretary of State on
June 27, 1991, and will be effective on July 17, 1991. A copy of
the relevant portions of the certification filed with the Secretary
of State is attached to this Notice.

The Commission proposed revisions to Rule 25-17.008, F.A.C.,
which incorporated a manual therein. A rulemaking hearing was held
March 13-14, 1991. The Commission took final action on the iules
at the June 11, 1991, agenda conference.

LOST REVENUES
Lost revenues are included as a cost in the Rate Impact
Test, but are omitted from the Total Resource Test. When lost

revenues are included, they will be allocated among the following
categories: General & Administrative, Generation, Transmission,
and Distribution.

The treatment of lost revenues in the rule depends on which
of the three tests is being considered. When viewed from the
participants' point of view, lost revenues are termed bill
reductions. These are calculated by multiplying the kwh saved or
kw reduction in some period by the rate charged by "the utility for
each kwh or kw (excluding the customer charge portion of the rate).
These bill reductions are benefits when calculating the benefit-
cost ratio to participants.

When viewed from the total resource perspective, lost
revenues are considered to be transfer payments from the utility to
participants and do not affect net expenditures of the utility and
ratepayers as a whole. Therefore, lost revenues do not enter into
the calculation of the benefit-cost ratio from a total resource
perspective.

Finally, when looked at from a rate impact standpoint, lost
revenues are considered to be a cost when calculating the benefit-
cost ratio. If the bill reductions caused by the program are
greater than the reduction in costs to the utility, rate levels
must go up to make up the deficiency. The lost revenues for the
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Rate Impact Test should be adjusted to account for the "free rider"
effect.

It should be noted that revenue gains from the program
should be treated in a converse manner. That is, revenue gains
(bill increases) are counted as costs in the participant test and
benefits in the Rate Impact Test.

The use of the Rate Impact Test does not, in any way,
predetermine whether lost revenues actually will be recovered.

ENVIRONMENTAL EXTERNALITIES

Externalities are costs or benefits of market transactions
not reflected in prices. If a particular conservation progranm
would reduce certain external environmental costs that can be
reasonably quantified, these avoided costs should be recorded as a
benefit when calculating the benefit-cost ratio for the Total
Resource Test only. On the other hand, any increase in external
environmental costs should be recorded as a cost when calculating
the benefit-cost ratio for the Total Resource Test.

It is not appropriate to include externalities in the Rate
Impact Test since the costs of such externalities are not paid for
through electric rates. Thus the rule allows for these avoided
costs only in the Total Resource Test, assuming that they could be
reasonably quantified. These benefits are listed under the column
entitled Other Benefits, in the Total Resource Test form PSC FORM
CE 2.3.

S = \'4

Allowing the application of both the Rate Impact Test and
the Total Resource Cost Test properly sets forth a neutral
reporting format for the Commission to utilize flexibility in its
determination. In addition, other considerations are required when
determining the cost-effectiveness of self-service wheeling
proposals.

There are two separate statutes which have somewhat
overlapping and somewhat conflicting guidance. There is section
366.051 which requires public utilities to provide transmission or
distribution service to enable a retail customer to transmit
electrical power generated by the customer at one location to the

customer's facilities at another location, "if the Commission finds
that the provision of this service, and the charges, terms, and

N
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other conditions associated with the provision of this service are
not 1likely to result in higher cost electric service to the
utility's general body of retail and wholesale customers or

v o ic vice to
a sto ." (Emphasis supplied).

The other applicable statutory provisions are in the Florida
Energy Efficiency and Conservation Act (FEECA). Section 366.81,
Florida Statutes, states the legislative intent that it is critical
to use 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. The statute states:

Since solutions to our energy problems are complex,
the legislature intends that the use of solar energy,
renewable energy sources, highly efficient systems,
cogeneration and load control systems be encouraged.
(Emphasis supplied).

This "encouragement" language is thus directed at
cogeneration generally rather than self-service wheeling in
specific. The statute also states that FEECA is 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; encouraging further development of
cogeneration facilities; and conserving expensive resources,
particularly petroleum fuels.

The tension in these two statutes is not résolved in this
rule. The rule and the manual provide a neutral reporting format.
It does not automatically bounce or reject a program --
conservation or self-service wheeling. Instead, it provides the
analytical basis for the Commission to make a fair, rational
judgment call.

In addition to the Rate Impact and Total Resource Tests, the
manual states the following will be considered by the Commission in
its determination of the cost-effectiveness of self-service
wheeling proposals: the type of fuel used; the fuel efficiency;
the likelihood of a cogenerator building its own transmission line;
and the materiality of any lost revenues indicated by the Rate
Impact Test.
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INTERRUPTIBLE AND CURTAILABLE RATES

The rule and manual do not address interruptible and
curtailable rates. The manual provides that nothing in the
proposed rule and manual precludes the Commission from applying the
methodologies therein described to such non-firm load after
explicit consideration of the matter by the Commission in a
proceeding.

AVOIDED CAPACITY COSTS

The normal revenue requirements method is used except in the
case where the life of the program is shorter than the life of the
avoided unit. 1In that case, both methods will be used. When the
demand reduction achieved by a program cannot be seasonably
projected to extend for the life of the avoided generating unit,
the effect of the program is to defer the unit for a specified
number of years rather than completely avoid the unit. In that
case, the value of deferral method of calculating avoided capacity
benefits shall be used in addition to the normal revenue
requirements method.

This docket is closed upon issuance of this notice.

By Direction of the Florida Public Service Commission, this
2nd day of July . 1991

STEVE TRIBBLE, Director
Division of Records & Reporting

(S EAL) br_ﬁ#; VTP
CBM Chidf, Bureau of Records

adopl708.c-p
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CERTIFICATION OF
PUBLIC SERVICE COMMISSION ADHIHISTRA_TIVE RULES
. FILED WITH THE 1
DEPARTMENT OF STATE
I do hereby certify:

Ix/ (1) The time linitatlons ‘prescribed by paragraph

120. 56(11)(a), F.S5., havo becn conplied with; and

Lx/ (2) There in no administrative detnrnination under
section” 120.54(4), F.S., pending on any rule covered by this
certification; and

Ix/ (3) All rules covered by this certification are filed
within the prescribed time limitations of paragraph 120.54(11) (b),
F.S. They are filed not less than 28 days after the notice
required by subsection 120.54(1), F.S., and;

b ) | (a) And are filed not more than 90 days after the
notice; or

L./ (b) Are filed not more than 90 days after the notice not

: including days an adllnistrativn detsr-ination was ponding, or

,LXI f;c) Ara filed wlthin 21 days after the adjournment of
the final public hearing on the rule; or
/. _/ (d) Are filed within 21 days after the date of receipt

of all material authorized to be submitted at the hearing; or
e

L./ (e) Are filed within 21 days after the dafq‘ the

e, ri'

transcript was received by this agency. - 3’ 2
AR
Attached are the original and two copies of each rule covertd

by this certification. The rules are hereby adopted by ﬁhe 5

Coer ¢
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undersigned agency by and upon their filing with the Department of

State.
Specific . - - .: ‘Law Baingi!lplengnted,
Rulemaking Interpreted or

Rule No, i

25-17.008 366.05(1), F.S. 366.082(1)-(4), 366.051, F.S.

‘Under the provision of paragraph 120.54(13)(a), FP.S., the
i . rules take effect 20 days from the date filed with the Department

of State or a later date as set out below:

Effective:
I (month) (day, (ye
: ‘-‘! Jl,f}
AL A e e, Ste: ibble //° P
Sy g Rirector, Division of Records & Reporting
BRI st o Title
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SR Number of Pages Certified
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(Substantial rewording of Rule 25-17.008. See Florida

Administrative Code for present text.)

mm S5 5 E i L i ) 0 uls 5. () ._ B 7
Programs and Self-Service Wheeling Proposals® ( [/ _ /91). ) :
’.:‘_, ."’_t
Bo o 17}
CODING: Words underlined are additions; words in ..., ¢~ = 2
struek—through type are deletions from existing law. :
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CODING: Words underlined are additions; words in
struck-through type are deletions from existing law.
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891324-EU

CERTIFICATION OF
INCORPORATION BY REFERENCE

I do hereby certify:

(1) That paragraph (3) incorporates the Cost Effectiveness
Manual for Demand Side Management Programs and Self Service
Wheeling Proposal Manual into Rule 25-17.008 by reference.
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COST EFFECTIVENESS MANUAL
For ;
DEMAND SIDE MANAGEMENT PROGRAMS
AND

-

_ SELF SERVICE WHEELING PROPOSALS

Florida Public Service Commission g __r';; "'-j
.'I.-:! - N "
Tallahassee, Florida Py~ N ey
Adopted at June 11, 1991 Agenda Conference T |
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SECTION L. INTRODUCTION

. This manual describes the minimum data requirements for the cost-effectiveness
analyses used by the Florida Public Service Commission (FPSC) to evaluate utility proposed
conservation programs, direct load control programs, and self-service wheeling proposals.
The use of this manual is authorized by FPSC Rule 25-17.008, F.A.C. d

) Chapter 366.82. Florida_Statutes, requires the FPSC to review and approve cost

cffective utility conservation programs.- In addition, Chapter 366.051, .

" requires public utilities to provide wheeling for self-service customers if such wheeling is not

likely to result in higher cost clectric service to the utility’s general body of retail and
wholesale customers or adversely affect the adequacy or reliability of electric service to all
customers. FPSC Rule 25-17.008 and this manual were adopted as part of the
implementation of these Statutes.

There are three tests contained in this manual: the Total Resource Test, the
Participants Test, and the Rate Impact Test. In evaluating conservation and direct load

. control programs, the Commission will review the results of all three tests to determine cost-
effectiveness. The Rate Impact and Total Resource tests used for sclf-service wheeling

projects are similar to those used for conservation and load control programs. A
Participants Test is not specified for self-service wheeling since ‘it is assumed that the
proposal is cost-cffective to the party requesting the wheeling. In addition to the Rate
Impact and Total Resource tests, there are additional considerations listed for self-service
wheeling projects.

Figure 1 is a pictorial comparison of the three cost effectiveness analyses set farth in

_this manual. Only very broad categories of costs and benefits are depicted so that the
conceptual differences may be seen at a glance. ‘The detailed definitions and applicable

formulas are found in the manual proper.

The calculation of demand-reduction benefits for cost-cffectiveness analyses performed
under FPSC Rule 25-17.008 shall be on a revenue requirements basis for all programs under
consideration. However, when the demand reduction achieved by a program cannot be
reasonably projected to extend for the life of the avoided generating unit, the demand-
reduction benefits shall also be calculated on a value of deferral basis.

The term "avoided generating unit” as used in this manual refers to a utility’s proposed
generating unit that is avoided in whole or in part by the demand-side management
program. Avoided capacity charges shall be used in lieu of avoided generating unit costs,
where appropriate, to determine cost effectiveness. Use of avoided capacity charges in lieu
of avoided generating unit costs may be particularly appropriate by nongenerating utilities,

= 1

405



06

ORDER NO. 24745
DOCKET NO. 891324-EU
PAGE 13

wholesale power purchasers, or members of a power pool arrangement.

This manual does not address interruptible and curtailable load. However, nothing
herein shall preclude the Commission from applying this methodology to such non-firm load
after explicit consideration of the matter by the Commission in a proceeding.

The delineation of the various ways of expressing test results is not meant to discourage
the continued development of additional variations for expressing cost-effectiveness. .

o
.

u‘.d_p'-'.'n.
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SECTION II. CONSERVATION AND DIRECT LOAD CONTROL

This Section describes the cost effectiveness tests that are required for conservation and

direct load control programs. Three separate tests are defined. These are: the Total

Resource Test, the Participants Test, and the Rate Impact Test.

The following information is provided for each test: (1) a definition; (2) the components
of the benefits; (3) the components of the costs; (4) the formulas to be used to express the
results in acceptable ways; and (5) the reporting format. K L

" TOTAL RESOURCE COST TEST

DEE[E[I]QE
The Total Resource Cost Test measures the net costs of a demand-side management
program as a resource option based on the total costs of the program, including both
the participants” and the utility’s costs. This test may be turned into a Societal Test by
ududingt;xaeditbmﬁt,byinduding_wsumdbawﬁtsofmmxﬁﬁu.mdhy
using a societal discount rate, assuming that the costs and benefits of externalities are
quantifiable. - .
GENERAL DESCRIPTION OF BENEFITS:
The benefits are the avoided supply costs, including avoided generation, transmission,
and distribution costs. The avoided supply costs should be calculated using net savings,
Le., savings net of changes in energy use that would have happened in the absence of
the program. Benefits include avoided supply costs for energy-using equipment not
chosen by the participant. -
GENERAL DESCRIPTION OF COSTS:

* The costs are the program costs incurred by the utility and any increased supply costs.

All equipment costs, installation, operation and maintenance, and administration costs,
no matter who pays for them, are included in this test.

FORMULAS:
B,,. = Sumof (B, /D"") fort = 1 10 n
Copw = Sumof (C, /D" ) fort = 110 n

where
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B, is the net present value of program benefits

npw
C,pv is the net present value of program costs
B, are the total program benefits for year 1
C, are the total program costs for year 1

D is 1 + the discount rate for the utility
n " is the life of the program

B, is further defined as follows:

B, = AG, + AT, + AD, + FS, + TC, + OB,
. where ©
AG, are the avoided generation benefits
AT, ar¢ the avoided transmission benefits
AD, are the avoided distribution benefits
FS, are the fuel savings from decreased sales
TG, are any tax credits
OB, are any other quantifiable benefits
AG, is further defined as follows: .

AG, = AC, + AO, + AF, - RF,
where
AC, are avoided unit capacity costs
AO, are avoided unit O&M costs

AF, are avoided unit fuel costs
RF, are replacement fuel costs

409

AC, may be calculated for either the Value of Deferral or Revenue Requirements

Methodology. = :

For the purpose of the Revenue Requirements Methodology, AC, is further defined as

follows:
AC, = 0 before the in-service year
AC, = CC"* GPR, * GKW Red,

where

CC is the avoided in-service year capacity costs including AFUDC

6-
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GPR, is the revenue requirement in percent of capital cost
GKW Red, is the number of Kilowatts of plant avoided

where

GPR, is the Annual Revenue Requirement factor which is calculated on PSC Form CE
L1A, by taking annual total fixed charges (Column 10) divided by in-service cost.

GKW Red = Cumulative Total Participating Customers x KW Red

Cumulative Total Participating Customers is defined on PSC f‘orm CE 1.2, Input Data -
- Part 2, Col (3). : o

KW Red is defined in Section IV, PSC Cost Effectiveness Forms, PSC Form CE 1.1,
Input Data - Part 1.

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, and the Revenue Requirement
factor for transmission and distribution plant may differ from that of the avoided
generating unit. P 5

For the purpose of applying the Value of Deferral M&hodoldg, AC, is defined as
follows:

AC, = 0 before the in-service year

AC, = K*CC*(1-R)/(1-R™) for the in-service year

AG = AC,,*(1+E)) after the in-service yca:
where

N is the economic life of the avoided generating unit .

K is the present value of carrying charges for one dollar of investment over N years
CC is the avoided in-service-year capacity costs including AFUDC

E, is the plant cost escalation rate

R = (1+E,)/D

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, K factor, and plant escalation
rate for transmission and distribution plant may differ from that of the avoided
generating unit.
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C, is further defined as follows:
C =15 + UC + PC, + OC,

where

IS, are any increased supply costs

UC, are utility program costs

PC, are participant program cosis

(OC, are other quantifiable costs

; lfB* > C,p the program is cost effective.

REPORTING FORMAT:
Input: PSC Forms CE 11, L1A, 11B, 1.2

Qutput: PSC Forms CE 2.1, 2.2, 2.3
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PARTICIPANTS TEST
DEFINITION:
The Participants Test measures the impact of the program on the participating
customers. .
GENERAL DESCRIPTION OF BENEFITS:

- The benefits include the reductions in the customers’ bills, incentives paid by the uinhty
or other third party, and any tax credits received. Savings estimates should be based

§inc -On gross energy savings as opposed to net energy savings. (Net savings are gross savings
§+ %+ - minussavings that would have occurred even in the absence of the program.)

For fuel substitution programs, benefits include the avoided capital and operating costs
of the equupmenl not chosen. For load building programs, benefits include any
increases in productivity or services attributable to the load building program.

GENERAL DESCRIPTION OF COSTS:

The costs include increases in the customers’ bills, equipment and materials purchased,
& ongoing operation and maintenance costs and any equipment removal costs:

FORMULAS:
B,, =Sumof (B, /D) fort = 1 ton

Cope = Sum of (C, /DY) fort = 1 ton

where .

p 'B*Buunctpmeutvalueofprommbuﬁ'u

i, ~ C,p is the net present value of program costs
B, are the total program benefits for year t
C, are the total program costs for year 1

D is1 + the discount rate for part. customers
n s the life of the program -

B, is further defined as follows:
B, = BS, + TC, + UR, + OB,

where
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BS, are savings in customer bills

TC, aie any tax credits

UR, are utility rebates or incentives
OB, are any other quantifiable benefits

.C, is further defined as follows:

C, = EG, + CM, + OC,

~where

. EC, are customer equipment costs
CM, are customer O&M costs

OC, are other quantifiable costs

-

If B, > C,, the program is cost effective.

REPORTING FORMAT:
Input: PSC Forms CE 1.1, 1.2

Output: PSC Forms CE 2.4

10-
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RATE IMPACT TEST

DEEINITION:

The Rate Impact Test is an indirect measure of the impact on customer rates caused
by the program. Rates will go down more than they otherwise would. have if the
change in utility revenues minus the change in utility costs is positive. Rates will £O up
more than they otherwise would have if the change in utility revenues minus the change
in utility costs is negative.

The benefits are the avoided supply costs, including avoided generation, transmission,

and distribution costs. The benefits aiso include any increased revenues generated by
the program. Reductions in supply costs and revenue increases should be calculated
using net energy savings. (Net savings are gross savings minus savings that would have
occurred even in the absence of the program.)

GENERAL DESCRIPTION OF COSTS:
The costs include the program costs incurred by the utility, the incentives paid o
participants, and increased supply costs. The costs also include any decrease in
revenues caused by the program.
FORMULAS:
B, =Sumof (B, /D*")fort = 1ton
Cope = Sumof (C, /D) fort = 1 ton
where. : .
B, is the net present value of program benefits
C,pv is the net present value of program costs
B, are the total program benefits for year 1
C, are the total program costs for year t
D is1 + the discount rate for the utility
n is the life of the program
B, is further defined as follows:
B, = AG, + AT, + AD, + FS, + IR, + OB,

where
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AG, are the avoided generation benefits
AT, are the avoided transmission benefits
AD, are the avoided distribution benefits
FS, are the fuel savings from decreased sales
IR, are any increased revenues

OB, are any other quantifiable benefits

AG, is further defined as follows: .
AG, = AC, + AQ, + AF, - RF,

* where

" AC, are avoided unit capacity costs

AO, are avoided unit O&M costs

AF, are avoided unit fuel costs

RF, are replacement fuel costs

AC, may be calculated for cither the Value of Deferral or Revenue Requirements
Methodology.

For the purpose of the Revenue Requirements Methodology, AC, is further defined as
follows:

AC, = 0 before the in-service year
AC, = CC* GPR, * GKW Red,

where

GPR, is the revenue requirement in percent of capital cost
- GKW:Red, is the number of Kilowatts of plant avoided

CC is the avoided in-servi year capacity costs including AFUDC -

where

GPR, is the Annual Revenue Requirement factor which is calculated on PSC Form CE
L1A, by taking annual total fixed charges (Column 10) divided by in-service cost.

GKW Red = Cumulative Total Participating Customers x KW Red

Cumulative Total Participating Customers is defined on PSC Form CE 1.2, Input Data -
- Part 2, Col (3). .

12
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KW Red is defined in Section 1V, PSC Cost Effectiveness Forms, PSC Form CE 1.1,
Input Data -- Part 1.

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, and the Revenue Requirement

- factor for transmission and distribution plant may dilfer from that of the avoided

generating unit.

For the purpose of applying the Value of Deferral Methodology, AC, is defined as
‘follows: .

AC, = 0 before the in-service year _

AC, = K'CC'(I-R)}(I-R") for the in-service ycar

ACl' = AC,,*(1+E) after the in-service year
where

N is the economic life of the avoided generating unit

K is the present value of carrying charges for one dollar of investment over N years
CC is the avoided in-service-year capacity costs including AFUDC

E, is the plant escalation rate -

R = (1+E)/D

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-sepvice year, the economic life, K factor, and plant escalation
rate for transmission and distribution plant may differ from that of the avoided
generating unit.

C,is further defined as follows:

G =IS, + LR, + UG, + UR, + OC,
where

IS, are any increased supply costs

LR, are lost revenues from reduced sales

UC, are utility program costs

UR, are utility rebates/incentives for participants.
OC, are other quantifiable costs

If B, > C,, the program is cost effective.

13-
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REPORTING FORMAT:
Input: PSC Forms CE 1.1, L1A, 11B, 1.2

Output: PSC Forms CE 2.1, 2.2, 2.5, 2.55

-14-
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SECTION I11. SELF-SERVICE WHEELING

This Section describes the prescribed cost effectiveness tests for self-service wheeling
proposals. The reason for a separate section is that there are costs and benefits unique to
cogeneration facilities, such as supplemental and standby purchases.

A self-service wheeling proposal is one where a utility retail customer proposes to
generate power at one of its locations and have it delivered 1o another of its locations
through the utility’s transmission or distribution system.. Chapter 366.051, Florida Statutes,

. requires public utilities to provide wheeling for self-service customers if such wheeling is not

likely fo result in higher cost electric service to the utility’s general body of retail and
wholesale customers.

The Rate Impact and Total Resource tests used here are similar to those used for
conservation and load control programs. No Participants Test is specified since it is
assumed that the proposal is cost-effective to the party requesting the wheeling. In addition
to the Rate Impact and Total Resource tests, there are additional considerations listed for
self-service wheeling projects.

DEFINITION:

The Rate Impact Test for Sclf-Service Wheeling is an indirect measure of the impact
on customer rates caused by the wheeling proposal. Rates will go down more than they
otherwise would have if the change in utility revenues minus the change in utility costs
is positive. Rucswiugoupmoredmnlhcyomcmiscwuldhavciflhednn_gc in
utility revenues minus the change in utility costs is negative,

The benefits include avoided generation, transmission, and distribution costs, and any
increased revenues, such as wheeling revenues and increased standby revenues,
generated by the proposed project.

GENERAL DESCRIPTION OF COSTS:

The costs include any decrease in revenues caused by the program and any increased
supply costs. When marginal fuel cost is less than average fuel cost, the decrease in
sales will cause an increase in average fuel cost that must be borne by the remaining
customers. Costs also include loss of fixed plant costs collected through demand or
non-fuel energy charges. '
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FORMULAS:

B, = Sumof (B, / D")fort = 1ton
Cow = Sumof (C, / D"") fort = 110 n
where

B, is the net present value of benefits
C,pv is the net present value of costs,
B, are the total benefits for year t : _ : o

C, are the total costs for year t : : i i i
D is 1 + the discount rate for the utility ' ; . '
n is the life of the program

B, is further defined as follows:

B, = AG, + AT, + AD, + IR, + FS+ OB,
where
AG, are the avoided generation benefits
AT, are the avoided transmission benefits
AD, are the avoided distribution benefits
IR, are the increased revenues
FS, are the net fuel savings
OB, are any other quantifiable benefits
AG, is further defined as follows:

A_‘Gl = AG, + AQ, + AF, - RF,
" where
AC, are avoided unit capacity costs
AQO, are avoided unit O&M costs
AF, are avoided unit fuel costs

RF, are replacement fuel costs

AC, may be calculated for either the Value of Deferral or Revenue Requirements
Methodology.

For the purpose of the Revenue Requirements Methodology, AC, is further defined as
follows:

16
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AC, = 0 before the in-service year
AC, = CC* GPR, * GKW Red,
where

CC is the avoided in-service year capacity costs including AFUDC
GPR, is the revenue requirement in percent of capital cost
GKW Red, is the number of Kilowatts of plant avoided

where -

GPR, is the Annual Revenué Requirement factor which is calculated on PSC Form CE
L1A, by taking annual total fixed charges (Column 10) divided by in-service cost.

GKW Red = Cumulative Total Participating Customers x KW Red

Cumulative Total Participating Customers is defined on PSC Form CE 1.2, Input Data -
- Part 2, Col (3).

KW Red is defined in Section IV, PSC Cost Effectiveness Forms, PSC Form CE 1.1,
Input Data -- Part 1.

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, and the Kevenue Requirement
factor for transmission and distribution plant may differ from that of the avoided
generating unil.

For the purpose of applying the Value of Deferral Methodology, AC, is defined as
follows: ;

: AC,‘ = 0 before the :nﬂmoe year

AC, = K*CC*(1-R)/(1-R") for the in-service year
AC, - AC,,,"(H-E') after the in-service year
where
N is the tax life of the avoided generating unit
K is the present value of carrying charges for one dollar of investment over N years
CC is the avoided in-service-year capacity costs including AFUDC

E,_ is the plant escalation rate
R = (1+E)/D

17.
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.

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, K factor, and plant escalation
ratz for transmission and distribution plant may differ from that of the avoided
generating unit.

G, is further defined as follows:
C, = FC, + LR, + OC,
where
1. . FC, are net increase in fuel costs = ,
j s 18 LR, are lost revenues from reduced sales LS 4

OC, are other quantifiable costs

If B, > C,, the program is cost effective.
REPORTING FORMAT:
' Input: PSC Forms CE 3.1, L.1A, L1B, 32

Output: PSC Forms CE 2.1, 2.2, 33, 335

il .
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DEFINITION:

The Total Resource Cost Test measures the net costs of a self-service wheeling project
as a resource option based on the total costs of the project, including both the
participants’ and the utility’s costs. This test may be wrned into a Societal Test by
excluding tax credit benefits, by including costs and benefits of externalities, and by
using a societal discount rate, assuming that the costs and benefits of externalities are
quantifiable. :

GENERAL DESCRIPTION OF BENEFITS:

The benefits are the avoided supply costs, including avoided generation, transmission,
and distribution costs.

GENERAL DESCRIPTION OF COSTS:
The costs are the project costs incurred by the utility and any increased supply costs.

All equipment casts, installation, operation and maintenance, and administration costs,
no matter who pays for them, are included in this test.

FORMULAS:
B, = Sumof (B, / D" fort = 11on
Cow = Sumof (G, /D) fort = 1ton
where
B, is the net present value of project benefits
C,pv is the net present value of project costs -
B, are the total project benefits for year t
C, are the total project costs for year t
D is 1 + the discount rate for the utility
n is the life of the project
B, is further defined as follows:
B, = AG, + AT, + AD, + FS, + TC, + OB,

where

AG, are the avoided generation benefits

-19-
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AT, are the avoided transmission benefits
AD, are the avoided distribution benefits
FS, are the fuel savings from decreased sales
TC, are any tax credits

OB, are any other quantifiable benefits

AG, is further defined as follows:

AG, = AC, + AO, + AF, - RF,

_ where

AQO, are avoided unit O&M costs
AF, are-avoided unit fuel costs
RF, are replacement fuel costs

AC, may be calculated for either the Value of Deferral or Revenue Requirements
Methodology.

For the purpose of the Revenue Requirements Methodology, AC, is further defined as

follows:

AC, = 0 before the in-service year-
AC, = CC* GPR, * GKW Red,
where

CC is the avoided in-service year capacity costs incjuding AFUDC
GPR,islhe.revenuerequiremcntiupe:mzofapitﬂm‘ ‘e

~ GKW Red, is the number of Kilowatts of plant avoided -

where

GPR, is the Aﬁnual Revenue Réquirc.mcn‘l factor which is caicuialcd oh PSC Form CE

L1A, by taking annual total fixed charges (Column 10) divided by in-service cost.
GKW Red = Cumulative Total Participating Customers x KW Red

Cumulative Total Participating Customers is defined on PSC Form CE 1.2, Input Data -
- Part 2, Col (3).

KW Red is defined in Section 1V, PSC Cost Effectiveness Forms, PSC Form CE 1.1,

20-
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Input Data -- Part 1.

AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, and the Revenue Requirement
factor for transmission and distribution plant may differ from that of the avoided

© generating unit.

For the purpose of applying the Value of Deferral Methodology, AC, is defined as
follows: : :

AC, = 0 before the in-service year.
AG, = K*CC*(1-R)/(1-R™ for the inservice year = - .
AC; = AC,,*(1+E)) after the in-service year
where
N is the economic life of the avoided generating unit
K is the present value of carrying charges for one dollar of investment over N years

CC is the avoided in-service-year capacity costs including AFUDC
E, is the plant cost escalation rate ;

R = (1+E)/D
AT, and AD,, avoided transmission plant and avoided distribution plant, are defined
similarly to AC,. The in-service year, the economic life, K factor, and plant escalation
rate for transmission and distribution plant may differ from that of the avoided
generating unit.
C, is further defined as follows:

G =I5, + UG + PC, + OC,

where .

IS, are any increased supply costs
UG, are utility program costs

PC, are participant program costs
OC, are other quantifiable costs

B, > C,, lhc_ project is cost effective.

21-
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REPORTING FORMAT:
Input: PSC Forms CE 1.1, L.1A, L1B, 1.2

Output: PSC Forms CE 2.1, 2.2, 23

22-
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OTHER CONSIDERATIONS

In addition to the Rate Impact and Total Resource tests, the following will be

considered by the Commission in its determination of the cost-effectiveness of self-service
projects: _ :

(1) The type of fuel used at the cogeneration project.
(2) The fuel efficiency of the project.

(3) The likelihood of a cogéncralbr building its own transmission line to its other
location.

-

(4) The materiality of any lost revenues indicated by the Rate Impact test.
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SECTION IV, FPSC COST EFFECTIVENESS FORMS

This Section contains the forms to be used in conjunction with the tests discussed
in the previous sections of this manual.  The following list contains the FPSC Form
designation, the name of the FPSC Form, and a brief description of each form. This is

followed by sample forms to be used, showing column headings and other pertinent
information.

PSC FORM CE 1.1 Input Data — Part 1
- This form, along with PSC FORM CE 1.2, specifies the input data to be used in

the cost-effectiveness test for conservation and direct load control programs. Each element
on the form is defined below:

L(1) Customer KW Reduction at Meter

This is the maximum load reduction in kilowatts at the customer’s meter.

W

: I-(Z)- Generator KW Reduction Per Customer

This input is developed by taking into account such factors as reliability, line losses
and customer diversity. A crude, but accepiable, method of calculating the KW
reduction is 10 use the following formula:

KW Red=[DS_(WLOLP) + DS,(SLOLP)] / [(ALOLP)(1-FOR)(1-DL)]
+ where,

DS, is the demand saving at winter peak
DS, is the demand saving at summer peak
WLOLP is the winter seasonal LOLP
SLOLP is the summer seasonal LOLP
ALOLP is the annual LOLP

FOR s the forced outage rate

DL  is the kw line loss factor

and

(WLOLP + SLOLP) / ALOLP = 1

427
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L(3)

L(4)

-

L(5)

L(6)

L(7)

IL(1)

11(2)

IL(3)
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KW Line Loss Prrcentage

This is the percentage reduction in KW from the generator to the customer,
Generation KWH Reduction Per Customer

This is the annual KWH reduction given by the following formula:

KWH Red = KWH_, / (1 -

where

et .

KWH,, is the KWH reduction at the a.tstomcr's meter y
EL is the energy line loss factor to account for losses from the genernlor to the
customer location

KWH Line Loss Percentage
This is the percentage reduction in KWH from the generator to the customer.

icouc: Vios Lo Matiol

This is a factor used to take into account the fact that various groups of customers
receive service at different voltage levels. It is used to adjust the fuel cost
calculation for participating customers.

Customer KWH Increase at Meter
For conservation programs, this input would normally be zero. But, for other

pmgnmssuchsthe:malﬂmdnmmybeaninameinKWHdunngoﬂ-
peak periods, i e

This is the economic life of the conservation program, and will generally be less
than or equal to the life of the unit to be avoided.

; e ic Lif
This is the economic life of the avoided generating unit.

T 5 | Distribution E i Lif

This is the economic life of the avoided transmission and distribution facilities.

-25-

At iR ety




-

B

11.(4)

IL(5)

»

_ showing in detail the calculation of this factor. =~ -
IIL(1) Mmﬂmmmmmﬂm

ORDER NO. 24745
DOCKET NO. 891324-EU
PAGE 36 ,

1

K _Factor for Generation
This is the present value of carrying charges for a $1 investment over the life of the

generating unit.  PSC FORM .CE 1.1A must be filed showing in detail the
calculation of this factor.

K Factor for T i | Distributi

This is the present value of carrying charges for a $1 investment over the life of the
avoided transmission and distribution facilities. PSC FORM CE 1.1A must be filed

This represents nonrecurring costs in the base year that would be incurred by the
utility, such as a one-time customer rebate.

IL(2) Utility Recurring Cost per Customer

This represents recurring costs in the base year that would be incurred by the
utility, such as O&M costs associated with the installed equipment.

L)  Uility Cost Escalation Rate

This rate is used to escalate the costs identified in IIL(2). Normally, this rate
would be close 1o the rate at which the Consumer Price Index is projected to
increase. .

NOTE: As an alternative, annual program costs may be specified for each year on

- the appropriate FORM, but detailed documentation must be attached to show how

these costs were computed.

IL(4) Customer Equipment Cost

" This is the base year cost for cquiprﬁcnl incurred by each customer when the

program is selected.

lL(5) Qustomer Equipment Cost Escalation Rate

This rate is used to escalate the costs identified in 111.(4). Normally, this rate
would be close to the rate at which the Consumer Price Index is projected to
increase.
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11.(6)

1L(7)

IV.(1)

IV.(2)

IV.(3)

IV.(4)

IV.(5)

ORDER NO. 24745
DOCKET NO. 891324-EU
PAGE 37

NOTE: As an alternative, annual customer equipment costs may be specified for
each year on the appropriate FORM, but detailed documentation must be attached
to show how these costs were computed.

Customer O&M Cost
This is the base year cost for O&M incurred by each participating customer.

Customer O&M Cost Escalation Rate

“This rate is used 1o escalate the costs identified in ILI(6). Normally, this rate would

be close to the rate at which the Consumer Price Index is projected 1o increase. .

NOTE: As an alternative, annual O&M costs may be specified for each year on the
appropriate FORM, but detailed documentation must be attached to show how
these costs were computed.

Base Year

This is the reference year for the present worth analyses and the first year for
recording costs and benefits of the program. .

o:Renia Wairs ided G Uni

This is the in-service year of the generating unit to be avoided or deferred by the
conservation program.

This is the in-service year of the transmission and distribution facilities to be

avoided or deferred by the conservation program. - -
This is the base year cost in dollars.per kilowatt of the generating unit to be
avoided or deferred by the conservation program. PSC FORM CE 1.1B must be

filed showing in detail the calculation of the installed cost of the unit in the
in-service year, including AFUDC.

Base Year Avaided T ission G

This is the base year cost in dollars per kilowatt of the transmission facilities 1o be
avoided or deferred by the conservation program. PSC FORM CE 1.1B must be
filed showing in detail the calculation of the installed cost of the facilities in the

27-
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IV.(6)

IV.(7)

IV.(8)

IV.(9)

IV.(10)

V.(11)

IV.(12)

IV.(13)

1V.(14)
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in-service year, including AFUDC.
Basc Y svoided Distribution C

This is the base year cost in dollars per kilowatt of the distribution facilities to be
avoided or deferred by the conservation program. PSC FORM CE 1.1B must be
filed showing in detail the calculation of the installed cost of the facilities in the
in-service year, including AFUDC.

Gen. T, | Dist Cost Escalation R

This is the escalation rate 1o be used in escalating the costs in IV.(4) through
IV.(6). :

Generator Fixed O&M Costs

This is the annual fixed O&M costs for the generating unit to be avoided or
deferred, stated in $/KW/Year.

Generator Fixed O&M Cost Escalation Rate
This is the escalation rate to be used in escalating the costs in IV.(8).
T ission Fixed O&M C

This is the annual fixed O&M costs for the transmission facilities to be avoided or
deferred, stated in $/KW/Year.

Disteibution Fixed O&M C :

This is the annual fixed O&M costs for the distribution facilities to be avoided or
deferred, stated in $/KW/Year.

T | Distr Fixed Q&M Cost Escalation R
This is the escalation rate to be used in escalating the costs in 1V.(10) and IV.(11).
Avoided Generating Unit Variable O& M Costs

This is the base year variable O&M costs for the generating unit to be avoided or
deferred, stated in cents/KWH.



-

IV.(15)

IV.(16)

- )

V(1)

V.(2)

V.(3)

V.(4)
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This is the escalation rate 1o be used in escalating the costs in IV.(13).

This is the projected capacity factor of the generating unit to be avoided or
deferred.

jded Gienerating Ligis Fucl O

This is the base year fuel costs for the gencratiﬁg unit to be avoided or deferred,
stated in cents/KWH. . : :

'I‘lns is the escalation rate to be used in escalating the costs in 1V.(16).
Non Fuel Cost in O Bill

This is the base year non fuel charge in the participating customer’s bill in cents
per KWH.

Non Fuel Cost Escalation Rate
This is the escalation rate to be used in escalating the costs in V.(1).

Demand Gharge in C Bill

This is the base year demand charge in the participating customer’s bill in
$/KW/Month. This would be zero for residential customers,

Demand Charge Escalation Rate

This is the escalation rate 1o be used in escalating the costs in V.(3).

SO 4 el
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PSC FORM CE L1A Calculation of K Factor

This form specifies the data to be used when calculating the K Factor for the

avoided generating unit and also for avoided transmission and distribution plant, if
applicable. Each element on the form is defined below:

Col (1)

Col 2)

Col (3)

Col (4)

XYear

The years begin with the in-service year of the avoided unit (or avoided
transmission and distribution plant) and extend through the life of the unit (or
other avoided plant). ;

!!.I-]: B I B l: .n

This column contains, for each year, the value of the avoided investment at mid
year. This is calculated by averaging the beginning-of-year and end-of-year rate
bases. The end-of-year rate base is calculated by subtracting straight-line
depreciation (Column 9) and deferred taxes (Column 7) from beginning-of-year
rate base. See PSC Form CE LIA, Page 2 of 2 for this calculation. The

begmmng-o(-ynrmcbuelslhem-semeeoostoftheplamalmhmdonm
FORM CE L1B.

Debt

This column contains, for each year, the cost of debt associated with the investment
given in Column (2).

Preferred Stock

This column contains, for each year, the after-tax cost of preferred stodr. associated
with the investment given in Column (2).

GEI(S)Q . 3 E s

This column contains, for each year, the after-tax cost of common equity associated
with the investment given in Column (2).

Col (6) Taxes

Col (7)

This column contains, for each year, the taxes associated with the before-tax cost
of preferred and common stock.

Other Taxes & Insurance

L
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This column contains all taxes and insurance not contained in Column (6).

Col (8) ‘Depreciation

I‘h:s coluimn contains, for cach year, the depreciation costs associated with the
in service cost of the avoided plant.

Col (9) Deferred Taxes

This column contains the deferred taxes for each year. The tax depreciation
schcdulc is given as Page 2 of 2 of PSC FORM CE L1A.

- Col (10) Total Fixed Charges ’ &

This column contains, for each year, the sum of column (3) through column (8).

Col (11) Present Worth Fixed Charges

This column is the present value of the corresponding numbers in the prc\nous
column, using the in-service year as the reference year. -

Col (12) Qumulative Present Worth Fixed Charges : ' . R

This column is the year by year accumulation of the numbers in the previous
column.

As indicated in the example, this form must also contain the in-service cost of the
plant, the book life of the plant, the capital structure, the effective tax rate, and the discount
rate used to calculate present worth dollars.
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PSC FORM CE 1.1B Calculation of AF1JDC and In-Service Cost of Plant

This form specifies the data 1o be used when calculating AFUDC and the in-service cost
of plant (generating unit or transmission and distribution plant). Each element on the form
is defined below:

Col (1) XYear
| The years begin with the first year of construction for the avoided unit (or avoided
t * transmission and distribution plant) and extend to the in-service year,
4§ . Col (2) Years Prior to In-Service Year -

This column contains the number of years prior to the in-service year of the plant
corresponding to each year in Column (1).

4, Col (3) Plant Escalation Rate

This column contains the plant escalation rate corresponding to each year in
Column (1).

Col (4) Qumulative Escalation Rate

This column contains the cumulative escalation rate corresponding to each year in
Column (3).

: Col (5) Percent Expenditure

This column contains, for each year of obnstruction. the percentage of the plant to
be constructed. The sum of the percentages in this column should equal 100.

. Col (6) Annual Spending

This column contains the year-end spending, in dollars per kilowatt, for each year
of construction.

Col (7) Cumulative Average Spending

This column contains the cumulative average spending for each year of
construction.

Col (8) Cumulative Spending with AFUDC

This column contains, for cach year, the cumulative average spending for that year

32-
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(from Column 7) plus the AFUDC that has accumulated through the previous year.

Col (9) XYearly AFUDC

This column contains the AFUDC applicable for each year.

Col (10) Incremental Year-End Book Value

- This column contains the incremental value added to the plant each year.

. Col (11) Qumulative Year-End Book Value

This column contains, for cachyear. the cumulative ycar-cdd book value for the
plant. The final figure in this column represents the in-service year cost.
As indicated in the example, this form must also contain the in-service cost of the

plant (in dollars per kilowatt), the base year construction cost ($/KW), and the AFUDC
rate.

-33-
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PSCFORMCE 12 Input Data - Part 2

- This form, along with PSC FORM CE 1.1 specifies the input data to be used in the

cost-effectiveness test for coru:.crvauon and direct load control programs. Each element on
the form is defined below:

Col (1)

Year

The years begin with the Base Year and extend through the life of the conservation

- program.

. Col (2)

Col (3)

This column contains, for each year, the cumulative total participating customers
- without regard as to whether they would have adopted the conservation measure

in the absence of a utility sponsored program.
jjusted Cumulative Total Participating O

. This column contains, for each year, the cumulative total participating customers

Col (4)

Col (5)

Col (6)

Col (7)

adjusted for the fact that some customers would have adopted the conservation
measure in the absence of a utility sponsored program.

Utility A g Fuel C

This column contains, for each year, the annual average system fuel cost, including
costs of purchases and sales.

Avoided Marginal Fuel Cost 5
This column contains, for cach year, the annual average avoided fuel costs in cents

per KWH. These costs should reflect the fact that conservation programs have

'dﬂcrenumpausouthemdependingonthchmroﬁhcdxy If the program
reduces consumption on peak, the margm.al fuel costs may be significantly higher
than the average fuel costs, resulting in savings 1o all customers.

I | Marginal Fuel G

This column contains, for each year, the annual average increased fuel costs in
cents per KWH. These costs reflect the fact that some conservation programs
increase energy use during certain hours.

Repl Fuel Cost of Avaided G ing Uni

441
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This column contains, for cach year, the annual average replacement fuel costs in
cents per KWH. This is the system fuel cost if the utility had built the unit to be
avoided. If the avoided unit would have lowered system fuel costs, then these costs
act as an offset to the savings gained by not building the unit. On the other hand,
if the avoided unit would have raised system fuel costs, there are additional savings
to be achieved by avoiding the unit.

Program KW Effectiveness Factor

This column contains, for each year, a factor that rcﬁrcscms the degradation or
improvement of the demand savings over time. Complete documentation must be
supplicd if a factor other than 1 is used.

Program KWH Effectiveness Factor
This column contains, for each year, a factor that represents the degradation or

improvement of the energy savings over time. Complete documentation must be
supplied if a factor other than 1 is used.

o
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PSC FORM CE 2.1 Avoided Generating Unit Benefits

This form is used 1o report the avoided generating unit benefits of a conservation

program or self-service wheeling project. Each item to be reported is listed below:

~ Col (1)

Col (z)

Col (3)

Col (4)

~Col (5)

Col (6)

Year

The years begin with the base year of analysis and extend through the life of the

- program. Normally, benefits on this form will be zero until the in-service year of

the avoided unit. Also, benefits will only accrue for the life of the conservation
program. :

E -I |E . !!- c . c ! a..

- This column contains the avoided generating unit benefits as previously defined in

Section [I. These are value of deferral benefits that extend from the in-service
year of the avoided unit through the life of the conservation program or the life of
the avoided unit, whichever comes first.

ided G ing Unit Fixed O&M

This column contains the avoided generating unit fixed O&M costs. This may be
calculated by taking the dollars per kilowatt per year as reported on PSC FORM
CE 1.1 times the kilowatts saved, with costs escalated appropriately.

ided G ing Unit Variable O&M

This column contains the avoided generating unit variable O&M costs. This may
be calculated by taking the dollars per kilowatt-hour reported on PSC FORM CE
L1 times the kilowatts saved times the capacity factor times 8760, with costs
escalated appropriately. : : b _

This column contains the annual fuel costs for the avoided generating unit. This
may be calculated by taking the fuel cost reported on PSC FORM CE 1.1 times
the kilowatts saved times the capacity factor times 8760, with fuel costs escalated
appropriately.

Replacement Fuel Costs

This column contains the replacement fuel costs that occur because the avoided
generating unit was not built. These costs may be calculated by multiplying the
annual kwh generation of the avoided unit by the replacement fuel costs shown on

-36-
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PSC FORM CE 1.2. (The net fuel savings of the avoided plant would be
calculated by subtracting this column from column 5). For a base loaded avoided
unit, the net fuel savings might be large. At the other extreme, the net fuel savings
for a peaker might be very small or slightly negative.

Col (7) Avoided Generating Unit Benefits
This column is the sum of columns (2) through (5) minus column (6).

This form also contains totals for each column and the cumulative net present value for
each column. :

.37-
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PSC FORM CE 2.2 Avoided T&D, Program Fuel Savings, and Other Benefits

This form is used to report the avoided transmission benefits, avoided distribution

benefits, program fuel savings, and other benefits of a conservation program or self-service
wheeling project. Each item 10 be reported is listed below:

Col (1)

Xear

- The years begin with the base year of analysis and extend through the life of the

Col (2)

Col (3)

Col (4)

Col (5)

Col (6)

Col (7)

Col (8)

program.

Avoided T st Canacity G

This column contains the avoided transmission capacity benefits as previously
defined in Section 1. These are value of deferral benefits that extend from the
in-service year of the avoided transmission plant through the life of the
conservation program or the life of the avoided generating unit, whichever comes
first.

ided T ission Fixed O&M.C

This column contains the avoided generating unit fixed O&M costs. This may be
calculated by taking the dollars per kilowatt per year as reported on PSC FORM
CE 1.1 times the kilowatts saved, with costs escalated appropriately.

I l! ollI . _» G

This is the sum of columns (2) and (3)..

ided Distribution Capacity G "
This column is analogous to Column (2).

!V.I [D. .! - ﬁ IQ!I!C

This column is analogous to Column (3),

Total Avoided Distribution C

This is the sum of columns (5) and (6).
Program Fuel Savings
This column contains the fuel savings generated by the conservation program. This

-38-
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is the product of the kwh saved per customer, the number of participating
customers, and the appropriate marginal fuel cost.

o
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PSC FORM CE 23 Total Resource Cost Test

This form is used for the Total Resources Cost Test. Each item to be reported is

listed below:

Col (1)

Col (2)
Col (3)

Col (4)

Col (5)

Col (6)

col(7)

Col (8)

Year

The years begin with the base year of analysis and extend through the life of the
program.

Increased Supply Costs

This column contains any increased supply costs associated with the program. This
includes both energy and capacity supply costs as well as costs for alternate fuels.

Utility P -

This column contains the costs of the program incurred by the utility, including
equipment costs, administrative costs.

This column is the same as column (10), PSC FORM CE 24.

Other Costs

This column contains other quantifiable costs attributable to the program, including
environmental and other external costs..

This column is the sum of the costs in columns (2) through (5).

! - l l E - - ! [- - B . ﬁ
This column is the same as column (7) on PSC FORM 2.1.

Avoided T 2k | Distribution Plant Benefi
This column is the sum of columns (4) and (7) on PSC FORM CE 2.2.

Col (9) Program Fuel Savings

This column is the same as column (8) on PSC FORM CE 2.2.

40-
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Col (10) Other Benefits

“This columa contains any other quantifiable benefits. Complete documentation
must be provided to support the figures in this column.

* Col (11) Total Benefits
This column is the total of columns (7) through (11).
Col (12) Net Benefits
Ttus is total costs minus total benefits. “od)
Col (13) Cumulative Discounted Net Benefits | ‘
'I'hc figures in this column are obtained by discounting the figures in

column (12) to the first year in column (1) and then accumulating these
discounted figures year by year.
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PSC FORM CE 24 Participant Costs and Benefits

ThLis form is used 1o report the costs and benefits for the participating customers.

Each item to be reported is listed helow:

Col (1)

Cpl (2)

Year

The years begin with the base year of analysis and extend through the life of the
program. ;

5 . . E .. » B."
’

* This column contains the savings in customer bills brought about by thé reduction

Col (3)

Col (4)

Col (5)

Col (6)

Col (7)

Col (8)

Col (9)

in kwh usage,

Tax Credits

This column contains any tax credits received by the participant.
Utility Rel

This column contains any utility rebates to participating customers.
Other Benefits '

This column contains other quantifiable benefits to the participant attributable to
the program. Complete documentation must be provided to support the figures in
this column.

This column is the sum of ‘the ‘costs in columns (2) through (5).
CQustomer Equipment Costs
This column contains equipment costs borne by the participating customer.,

Customer O&M Costs

This column contains O&M costs borne by the participant.

Other Costs

This column contains other quantifiable costs borne by the participant. Complete

-42-
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documentation must be provided to support the figures in this column.
Col (10) Total Costs
Tais column is the total of columns (7) through (9).

Col (11) Net Benefits

The numbers in this column are calculated by sublractmg column (9) from column

(6).
Col (12) Qumulmu.ﬂzxmnmiﬂm.&:mﬁu
This column contains the cumulative discounted net benefits of the program. The

figures in this column are obtained by discounting lhc figures in column (11) and :
accumulating them year by year.

.

This form also contains the in-service year of the avoided generating unit and the
appropriate customer discount rate.

Sl . o
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PSCFORMCE 25 Rate Impact Test

This form is used to report the costs and benelits from the standpoint of the impact
on customer rates. If costs exceed benefits, rates would be higher than they otherwise would
be if the program is implemenied. Each item to be reported is listed below:

Col (1) Year

The years begin with the base year of analysis and extend through the life of the
\ program. :

Col (2). Increased Supply Costs
This column is identical to column (2), PSC FORM CE 2.3.

Col (3) Utility Program Costs
This column is identical to column (3), PSC FORM CE 2.3.
Col (4) Incentives .

This column contains any.utility incentives paid to the participating customers.
Col (5) Revenue Losses

This column contains any revenue losses for periods where the load has been
decreased. -

Col (6) Other Costs
_'Meolnmnobnuhswmhcr_qunﬁﬁablc@uauﬁbuuﬂe‘wﬂ:epmgrm L

- Complete documentation must be provided to support the figures in this column.
A= ('j) o LR S e
This column is the sum of columns (2) through (6).
Col (8) Avoided Gen Unit & Fuel Benefits
This column is the sum of columns (4) and (5), PSC FORM CE 2.1.
Col (9) Avoided T&D Benefits

This column is identical to column (8), PSC FORM CE 2.3.

el P e
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Col (10) Revenue Gains

This column contains any revenue losses for periods where the load has been
increased.

Col (11) Other Benefits

This column contains other quantifiable benefits. Complete documentation must
be provided for the numbers in this column.

Col (12) Total Benefits

This column is the sum of columns (8) through (11).
Col (13) Net Benefits

This column is calculated by subtracting column (7) from column (12).
Col (14) Cumulative Discounted Net Benefits

This column is the accumulation of the figures in column (13), discounted by the
appropriate discount rate.

This form also contains the discount rate and the benefit/cost ratio.
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PSC FORM CE 2,55 Supplementary Form on Revenue Gains and Losses

A supplementary form will be filed containing, for each year, an
allocation of the revenue pains and losses reported in columns (5) and
(10) to weneral and administrative, generation, transmission and
distribution

-40-
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PSC FORM CE 3.1 Input Data, Self-Service Wheeling — Part 1

This form, along with PSC FORM CE 3.2, specifies the input data to be used for
self-service wheeling proposals. Each element on the form is defined below:

(1)  Generator KW Reduction

This input is calculated by taking into account such factors as reliability, line losses
and customer diversity.

1(2) KW Line Loss Percentage

This is the percentage reduction in KW from the generator to the customer.
L(3)  KWH Linc Loss Percentage

This is the percentage reduction in KWH from the generator to the customer.
L(4)  Group Line Loss Multiplier

This is a factor used to take into account the fact that various groups of customers
receive service at different voltage levels.

IL(1)  Study Period for the Proposal

This is the number of years in the analysis and will generally be less than or equal
to the life of the avoided unit.

IL(2)  Generator Economic Life

This is the cconomic life of the avoided generating unit.
IL(3) T&D Economic Life.

This is the economic life of the avoided transmission and distribution facilities.

IL.(4) K Factor for Generation

This is the present value of carrying charges for a $1 investment over the life of the
avoided generating unit. PSC FORM CE 1.1A must be filed showing in detail the
calculation of this factor,

IL(5) K Factor for T&D
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This is the present value of carrying charges for a $1 investment over the life of the
avoided transmission and distribution facilities. PSC FORM CE 1.1A must be filed
showing in detail the caleulation of this factor.

Supplemental Billing KW Reduction

The reduction in billing demand for supplemental purchases because the QF will
serve load with its own generation.

Supplemental MWH Reduction at Meier

The reduction in energy for supplemental purchases as a result of sclf -service
wheeling. .

Self-Service Wheeling C
The charge for self-service wheeling.
The annual rate of escalation that applies to 11(6).

Standby Billing KW Increase

The increase in billing demand for standb; purchases as a result of self-service
wheeling.

Standby MWH Increase at Meter

The increase in billing energy for standby purdlascs as a result of sc!f-scmoc
wheeling.

Utility Non-R ing
This represents non-recurring costs in the base year of the analysis,
Utility Recurring Costs

These are the recurring administrative costs of the wtility as a result of the
self-service wheeling proposal.

Utility Cost Escalation Rate

This rate is used to escalate the costs in 1V.(2).

-48-
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This is the escalation rate 10 be used in escalating the costs in V.(8).
Transmission Fixed Q&M Costs

This is the annual fixed O&M costs for the transmission facilities to be avoided or
deferred, stated in $/KW/Year.

Distribution Fi

This is the annual fixed O&M costs for the distribution facilities to be avoided or
deferred, stated in $/KW/Year. i

T § Distr Fixed O&M Cost Escalation R
This is the escalation rate to be used in escalating the costs in V,(10) and V.(11).

jded Genorating Uit Variable Q&M C

This is the base year variable O&M costs for the generating unit to be avoided or
deferred, stated in cents/KWH.

G Variable O&M Cost Escalation R
This is the escalation rate 1o be used in escalating the costs in V.(13).
Generator Capacity Factor

This is the projected capacity factor of the generating unit to be avoided or
deferred. : #

svoided Gensratine Uit Pagl O

This is the base year fuel costs for the generating unit to be avoided or deferred,
stated in cents/KWH.

vOi ating Unit F G
The rate of escalation that the cost in V.(16) would be escalated cach year. ‘
Supplemental Scrvice Rate, Non-Fuel

The non-fuel energy charge in the Qs bill for supplemental service.

-50-
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Base Year

This is the reference year for the present worth analyses and the first year for
recording costs and benefits of the proposal.

In-Service Year of Avoided Gen Unit

This is the in-service year of the generating unit to be avoided by the self-service
wheeling project.

r far Avoi

This is the in-service year of the transmission and distribution facilities to be
avoided by the self-service wheeling project.

Base Year Avoided Gen Unit Cost

This is the base year cost in dollars per kilowatt of the generating unit to be
avoided or deferred by the project. PSC FORM CE 1.1B must be filed showing
in detail the calculation of the installed cost of the unit in the in-service year,
including AFUDC.

Rase NéariAvalied ission C

This is the base year cost in dollars per kilowatt of the transmission facilities to be

- avoided or deferred by the project. PSC FORM CE 1.1B must be filed showing

in detail the calculation of the installed cost of the unit in the in-service year,
including AFUDC.

Base Year Avoided Distribution C
This is the base year cost in dollars per kilowatt of the distribution facilities to be
avoided or deferred by the project. PSC FORM CE 1.1B must be filed showing

in detail the calculation of the installed cost of the unit in the in-service year,
including AFUDC.

Gen, Trans, Dist Cost Escalation Rate

This rate is used 1o escalate the costs in V.(4), V.(5) and V.(6).
Fix s1S

This is the annual fixed O&M costs for the generating unit to be avoided or
deferred, stated in $/KW/Year.
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Generator Fixed Q&hd Cost Eﬁﬁlﬂliﬂﬂ Rate

This is the escalation rate 10 be used in escalating the costs in V.(8).

This is the annual fixed O&M costs for the transmission facilities to be avoided or
deferred, stated in §/KW/Year.

Distribution Fixed Q&M 5;95;5

This is the annual fixed O&M costs for the distribution facilities 1o bc avoided or
deferred, stated in $/KW/Year. :

T | Distr Fixed O&M Cost Escalation R

This is the escalation rate to be used in escalating the costs in V.(10) and V.(11).

voided G ing Unit Variable O&M G

This is the base year variable O&M costs for the generating unit to be avoided or
deferred, stated in cents/KWH,

G Variable O&M Cost Escalation R
This is the escalation rate 10 be used in escalating the costs in V.(13).
Generator Capacity Factor

This is the projected capacity factor of the generating unit to be avondcd or
deferred.

ided G ing Unit Fuel G

This is the base year fuel costs for the generating unit to be avoided or deferred,
stated in cents/KWH.

The rate of escalation that the cost in V.(16) would be escalated each year.

Supplemental Scrvice Rate, Non-Fuel

The non-fuel energy charge in the QF's bill for supplemental service.

-50-
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Supplemental Service Rate, Demand

The demand charge in the QF's bill for supplemental service.

Supplemental Service Escalation Rate

The aﬁnuul rate of escalation that applies 10 items VI.(1) and VL(2).
ndby R; -F

The non-fuel energy charge in the QF's bill for standby service.

Standby Rate, Demand

The demand charge in the QF's bill for standby service.

Standby Escalation Rate

The annual rate of escalation that applies to items VI.(4) and VL(5).

51-




465

891324-EU

24745

ORDER NO.
DOCKET NO.

X90'S ReRRIRechRALAtIITILYE KOTLYIVISD 1503 ALIVILA (%)
. 0§ TRWITTITUIN0LSN) Eid 1500 ONlwENddE 4410140 (1)
eSS TTETTTUONINQLSAD M4 150D ONIwENIwNON AiiNin (1)

L T T T T I

X0 B . “1ive NOLIVIYIS] AsONYLS (3) §1500 ¥3=01500 owr it Al
L T R o] o CUUTTTIITTITUOONYNG T4V ABONYLS (S)
/0 950 TGN NON 24V ARONYIS () BA/PAR 0070 ITTETTITRTIIUTINIAIN LY JSWREINI AW ARONVIS (5)
1 T TR SLIVINISY 1JIAM3S WININI NS (f) AX 00°0 g TUETTTUTISVININD AX DNIVYIE AR0NwiS (5)
NW/ma/S B CNYWIC "1ive D1I0IAIS WANINDYV4S (2) LOr'§ | crestroreereeesteretoiv MOLIYIVISY ONIVZIMA (1)
STLELL A LM I 13040408 TTIVE J21AUIS WANIHI NS (1) W/t o TTETERTATITROtcyogvMY ONIIIeA DIIANIS-SNIS (€

ssvsssemnseanssetestsenastatansavenasanassaan .. eu sesesas YA HmE 0070 vhadlc "WILIE LY KOIIINQ3E MeW TWiINIW)Yeens (1)
Yivd vy L1000 CIA Ax 00°0 PRTTRERRORRTONOLIONGIE AN ONIVMG YWINIE)Yeens (1)
X 28 TUUUUU3ivE SOLLYWISI 1502 1304 LINY N9 Q3010AY (1) :
WA s e TUUTAS0) 13A4 LINN ONIIVEINDD 03G10AY (91)
T 02 Ribiutcdtcs k7 L1vemd ¥OLYEINID _n: e sesus B L A
i | TUUTURATE SQLIYINOSD LS00 WO 1IRVINVA ¥OLYWINID (r1) $1Swwdeng 40 Onv 41120 1
/) 050 §1500 W0 3YevievA LINn W39 Q3Q)0av (£1)
X 0§ iz Jivy NOLLYIVISY 1500 W0 03XI4 091 (21) oLt A e e e R R LR MO N e
4/m0/8 281 i CUTTTTUSISE W0 Qaxlg NORLN@luASIO (11) 14145 TReRtrestasssacerit i oROLIVNINGD ¥OF WOLIVS 3 (1)
a/ma/s et 4ol CTUTTTIUUSES00 W0 03X14 KOISSIMSNWEL (01) Sui Or R AR s SN INONO0Y 0% & (D)

s ey 11ve KOLIVIVISS 150 W90 QJxl4 ¥OIVNIN3D (s) Sk 0t LERRRL LR TTETTTUURALY JIWON0T ROLYNINDY (2)
i/mxfy $r°2 =Y LT TTTTTITIEAS00 WRO 03Xl wOUIVNIAN3D (8) SEL 51 ThefsrasssaeesttYS0400¢ WO 001N 20018 (1)
3 1 heT3 3 NOLLYIVOS] 150D 1S10 pvr SNvwl ‘¥39 (¢) Seusy SEABREELL A nr e s Ransesanadabnsanaayse
A8 56t bt 4500 MOLLNRINLSIO CIQI0AY ¥YIL 35VE (5) SE0L3vs X ONY 3410 2IWON033 !
A/ et R p A “1500 NOISSIWSNYRL D3010AY ¥YIL 3SVE (5)
A/ 0% ey UL507 LINN ONIAVHINGS OJOI0AY WY3A ISVE (r) 00088°0 PrrrerrsRe e IAIIVIR S50 INIY @N0R9 [
5681 iy TUTTONL QICI0AY ¥O04 WYIL JIIANIS-NI (£) X4 TARLMAeRASRRpeas el IUNINIONGS $30% IV AN (£)
o~ §681 SNLLIVEINID QI0I0AY ¥04 ¥YIL JIIANIS-N! (2) X8 TR L h e E TR T RS SE0Y WY A (2)
Iy 111 RUATTE L N Rt  Foadmlia-<h TTrretYvaL 3sve (1) X 00°8C6 TRATATReRTERasnEetiottNOILNGYY AN BOLVNIXID (1)
E (SesssssseseRsseTsEssREARTRTREE S Sssssssvsnew SEssssssannnenw e
mm S1500 OFL ONV ¥OIYHINIO QI0I0AY ‘A $35507 INIT ONY SOMIAYS ONYWIO WyxQss |
[« N
R/ . LT snsass
31 39vd OK113IHA 3D1AN3S-4138 (1

3) We04 254 I 1¥vd -- YivQ {ndn! 138 17Cne0y4



ORDER NO. 24745
DOCKET NO. 891324-EU

PAGE 73
PSC FORM CE 3.2 Input Data, Self-Service Wheeling -- Part 2

This form, along with PSC FORM CE 3.1, specifies the input data to be used for

self-service wheeling proposals. Each element on the form is defined below:

Col (1)

Col (2)

Ycar
The years begin with the base year and extend through the life of the proposal.
Utility Average System Fuel Cost

This is the utility’s annual system fuel cost approved by the FPSC that includes
fuel, purchases and sales. .

Col (3) Utility Purchase Marginal Fuel Cost

Col (4)

Col (5)

Col (6) Replacement Fuel Cost

Col (7)

This is the marginal fuel cost reduction caused by purchases of QF energy by the
utility.

QF Supplemental Marginal Fuel Cost

This is the marginal fuel cost reduction caused by the reduction in supplemental
purchases by a QF that serves its own load.

This is the marginal fuel cost increase caused by the increase in standby purchases
by the QF.

-

This column contains, for each year, the annual average replacement fuel costs in
cents per kwh. This is the system fuel cost if the utility had built the unit to be
avoided. If the avoided unit would have lowered system fuel costs, then these costs
act as an offset to the savings gained by not building the unit. On the other hand,
if the avoided unit would have raised system fuel costs, there are additiona! savings
to be achieved by avoiding the unit.

QF Effectivencss Factor -- KW

This is a factor that is normally 1.00, but may be reduced or increased to simulate
degradation or improvement on KW,

Col (8) OF Effccuiveness Factor -- KWIH

.52.
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This is a factor that is normally 1.00, but may be reduced or increased to simulate
degradation or improvement on KWH.
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PSC FORM CE 3.3 Self Service Wheeling Rate Impact Test
This form is used to report the costs and benefits from the standpoint of the impact

on customer rates of a self-service wheeling proposal.  Each item 10 be reported is listed
below:

Col (1) Year

The years begin with the base year of analysis and extend through the life of the
program.

Col (2) Increased Fuel Costs

This column is used to report any increases in fuel costs attributable to the
self-service wheeling proposal.

Col (3) Revenue Losses
This column is used to report any revenue losses resulting from the proposal.
Col (4) Other Costs

This column contains any other quantifiable costs. Complete documentation must
be provided to support the numbers in this column,

Col (5) Total Costs

This column is the sum of columns (2) through (4).

Col (6) Avoided Gen Unit and Fuel Benefits

This column is the sum of columns (4) and (5), PSC FORM CE 2.1.

Col (7) Avoi i
This column is the sum of columns (4) and (7), PSC FORM CE 2.2.

Col (8) Revenue Gains

This column contains any revenue gains, such as wheeling revenues, resulting from
the proposal.

Col (9) Other Benefits

469
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This column contains other quantifiable benefits. Complete documentation must
be provided for the numbers in this column.

Col (10) Total Benefits

This column is the sum of columns (7) through (10).
Col (11) Net Benefits

This co'umn is calculated by subtracting column (6) from column (11).
Col (12) Cumulative Discounted Net Benefits

This column is the accumulation of the figures in column (12), discounted by the
appropriate discount rate.

This form also contains the discount rate and the benefit/cost ratio.
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MM'CEJ‘J-S Supplcmcnmry Form on Revenue Gains and Losses

A supplementary form will be filed containing, for each year, an
allocation of the revenye gains and losses reported in columns (3) and (8)
to general and administrative, generation, transmission and distribution.
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Rule 25-17.008
Docket No. 891324-EU

SUMMARY OF RULE
Rule 25-17,008, Conservation Cost Effectiveness Data Reporting
Format, contains the data reporting formats for cost effectiveness
tests and self-service wheeling proposals. The proposed revisions
would establish minimum filing requirements and place data
reporting formats for cost effectiveness tests into a manual
referenced by the rule, "Florida Public Service Commission Cost
Effectiveness Manual for Demand Side Management Programs and Self
Service Wheeling Proposals." The new manual specifies cost
effectiveness components: (1) total resource impact; (2) rate
impact; and (3) participant impact.
Self service wheeling proposals are explicitly included in the
scope of the rule under the proposed changes which would
standardize the tests for these proposals.
There are changes to the methodology contained in the
referenced manual. The naﬂual has avoided capacity benefits for
conservation programs calculated on a year-by-year value-of-
deferral method rather than a full revenue-requireﬁent method when
the life of the program is shorter than the life of the éybidgq
unit. This would put analysis of conservation prograﬁb' ahﬂ

a % ]

cogeneration projects on the same basis.

SUMMARY OF HEARINGS ON THE RULE M
The section 120.54 rule hearing took place March 13-14.
Representatives of utilities, cogenerators, solar industry,

environmental groups, and staff participated. The issues addressed
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included: treatment of self-service wheeling, treatment of
environmental externalities, value of deferral and lost revenues.
- - vi Wi
The treatment of self-service wheeling raised particularly
difficult issues. The utilities maintained that only the Rate
Impact test should apply to self-service wheeling and that only
that test would comply with the statutory requirement in section
366.051, Florida Statutes. Cogenerators suggested that the Rate
Impact test doesn't truly recognize rate impact timing, in that the
test assumes instantaneous rate relief.
Several commenters and Commissioners discussed the point

that the benefits of self-service wheeling occur only when such

wheeling induces expanded cogeneration. Just by adding self-
service wheeling in itself does not defer plant capacity -- only if
there's an expansion by the QF. In other words, the ability to
self-service wheel must induce someone to expand generation.

--Lost_Revenues '

Issues such as the impact of growth of the customer base
offsetting lost revenues were addressed.

A utility representative acknowledged that some costs go down
when there's reduction in usage -- such as transmission and
generation. Yet the transformer cost didn't go down and the
administrative cost didn't go down. Thus, a shortfall is created.

It was suggested that "unrecovered revenue requirementd" is

better terminology than lost revenues or revenue losses.

The distinction between "market-driven" or individual

conservation versus "utility-driven" conservation was discussed.
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A Commissioner put matters into perspective when he stated,
"the use of the lost revenues analysis is only as to this cost
effectiveness review; in no way are we making a decision on the
recovery of dollars. That occurs later when the rate impact is
reviewed in a rate case."

o : 1 Ext 1iti

The difficulty of assessing or quantifying environmentai
externalities was addressed. The various agency jurisdictional
demarcations were mentioned. Some of the Commissioners expressed
concern that the FPSC not intrude on other agencies or the
legislative role in this area.

There were many points made about the rule being a mere
reporting format.

Value of deferral versus full revenue requirements methodology
was discussed.

Treatment of nonfirm was discussed.

The final public hearing was held June 11. Therﬁ:ua%‘a
discussion about the "lost revenues" issue and the selté&arvf@e
wheeling proposal.. The Commission adopted the rule and the;manﬁél

incorporated therein.

FACTS AND CIRCUMSTANCES JUSTIFYING THE RULE
The purpose of the rule amendment is to extend the coverage of
the rule to include sélf-service wheeling proposals and to place
much of the guidance into a manual incorporated by reference. The
manual clarifies the cost-effectiveness formulation. The rule

amendment establishes minimum filing requirements for reporting

N
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cost-effectiveness data for any demand side conservation program
proposed by an electric utility and for any self-service wheeling
proposal mace by a qualifying facility. The manual gquidance

provides the Commission greater flexibility in reviewing proposals.
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