FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassea, Florida 32399-0850

MEMORANDUM
April 24, 1997

TO: DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO)

FROM: DIVISION OF ELECTRIC & GAS (HAFF) /i '/ + A
DIVISION OF LEGAL SERVICES (PAUGH) /| r.{.}f’

RE: DOCKET NO. 970174-EG, PETITION TO TERMINATE GAS ENGINE-~
DRIVEN DIRECT EXPANSION (DX) AIR CONDITIONING RESEARCH
PROJECT BY FLORIDA POWER & LIGHT COMPANY

AGENDA : 5/6/97 - REGULAR AGENDA - PROPOSED AGENCY ACTION -
INTERESTED PERSONS MAY PARTICIPATE

CRITICAL DATES: NONE

SPECIAL INSTRUCTIONS: S:\PSC\EAG\WP\970174.RCM

CASE BACKGROUND
In Order No. PSC=94-1313-FOF-EG, issucd October 25, 1994, the
Commission set numeric demand-side matagement [5M) goals for the

four largest investor-owned electpic utilitjes (10Us), including

Florida Power & Light Company (FPL). nosetting goals, the
Commission found that the 10Us did not possess Uhe detal led
intormation necded to soet specifjc goals relating t natural gas

substitution for electricity, Thoerefore, the Commission ordered
the I0Us to develop Florida-specific data on the pertformance and
cost-effectivoness ol gas technologion,

Concurrent with this action, «and pursugant to RKule 25-
17.0021(4), Florida Administrative Code, the 10Us tiled DGM Plans
containing programs designed to meet  their DM foals. Thie
Commission approved FPL’s DM Plan as a Proposed Agency Act ion
(Order Ho, PSC=9%=0691-FOF-EL, lssued June Y, 199%4%], Peoples Gasg
System, Inc. (Peoples) protested this order, requesting a formal
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hear ing. Ta aid in ite ecollection of Florida=-specific data, FPL
developed a Natural Gas End=Use Technology Eesearch and Development
flan (Gas RED Plan), which was approved by the UComnission (Lpoae:
No. BS5C=95=1146-FOF-EG, issued September 15, 1995). e ol L
five technologies included in FRL's Gas R4l Plan was the Gas
Engine-briven Direct  Expanzion Al Conditionang  (Gas Ui A5
Hoesvarch Project, This 15 o «commercial J industrial project
intended to determine the actual operating chatacteristios andg
cost-ef fectiveness of natural gas-engine driven direct edpansion
air eonditiening equipment in Florida-specitic applications.  The
project  was expected to last approXimately 36 montlis, Wit
expenditures ranging from S26H,000 to 544,000, FirlL and Peoples
subsequently entered into a stipulation which was approved by the
Commission (Order No. PSC-95%-13431-5-EG, issued Novemboer 27, 19495) .
Thiz stipulation resolwved Peoples’ protests tao FPRL's DEM Plan and
climipatoed the peed tor o tormal hearanog.

After its Gas R&D Plan was approved by the Commission, FIPL
petitioned the Commission tor approval to add the Gas Business
Customer Inceptive (Gas BCI) Hesearch Project to its Gas BabD Plan.
This petition was granted in Order No. PSC=%6-0410-FOF-EG, issued
March 22, 1334, In the Gas BCI Hesearch Project, FPL researches
customer-specific gas technologies which are not act ivirly pursued
in any of FPL's other Gas R&D programs.

The purpose of FPL's petition in this docket is to terminat o
the Gas DX AC Research Project. FPL and Peoples found limited
opportunities for cost-etfective development of this technology,
and the termination of this specitic DSM program will allow FPL t«
continue evaluating cest-etfective applications of the Gas DI AU
technology with heat recovery under its existing fGas HCD Hoesearch
Project.
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DISCUSSION OF ISSUES

ISSUE 1: Should the Commission approve Florida Power aticd Light
r,'.—m,,,nur-'_t; {FPL) petition to terminate 1ts Gas Engine=Driven Direct
Expansion Alr Conditioning (Gas DX AC) Researeh Project?

RECOMMENDATION : Yes. In lieu of a separate research project,
staff recommends that Gas D¥ AC technology be celigible Qog
evaluation in FPL's Gas PBusiness Customer Incentive [(Gas BCL)

Foescarch Project,

: Pursuant to the Commission-approvod atipulat jon
between FPL and Peoples, the two parties met to discuss potential
sitens [or FPL's Gas DY AC Research Project. Peoples gquest ioned
whether this technology was teasible in Florida, given that Gas Df
AC was in use at only one site in Peoples' segvice territory.
Based on this observation, FPL and Peoples porlormed o joint stuady
to determine the teasibility of Gas I AT applications in Florida,
using performance data provided by equipment manutacturers At
agreed upon by FPL and Peoples, staf!f notes that the primary
purpose for the Commission’s approval of gas research projects was
Lo loster agreement botweon the electric and gas utilities on
performance and economic data.

The joint feasibility study concluded the following:

[Ulnless a customer has a specitic interest in gas DX of
unusual eircumstances that greatly offsoert the higher
installation costs for the gas egquipment, o customer will
typically not choose gas DX tor straight cool Lng
dappl icatl fons,

However, the joint study concluded that Gas DE AT technoloagy
might be cost-effective in certain applications where the customer
could ntilize the waste heat recovery option, The economlcs ol
this arrangement vary widely, and thus customer-npecific analysis

would be necessary to determine {easibility,

Based on the results of the joint study, FPL and Peoples
concluded that the best approach for Gas DX AC would be to
dizmcont bnae act fw fiecld monitoring and evaluation of the

technology. Howewver, FPL and Peoplos wished to cont inGe gathering
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useeful data on potential applications of Gas DX AT wilh heat
recovery technology,

The Gas BCI Research Project is an existing Commisio o
approved program which allows FPL to research gas technologis f
customer=specific applications.  Only gas technologies not act ively
besing pursued by FPL in other programs are eligible for inelusion
in the Gas BCl Research FProject, Thus, Goas DE A with  feat

roecovery technology would become eligible tor research under e
fiasz BC1 Rescarch Projecl., FPL and Peoples beliceve that 1 hi
treatment will allow the two partics 1o gather uselul, Florda
apecific data on the type of customer applications that are more
Likeely seen with this technology. It addition, treating Gas D f
with heat recovery in this manner would ensure the monitoring of
installations that are cost-effective under the Bate Impact Measore
(KiIM) and Participant tests, as this is o requirement of the Gas
'l Hesearch Project.

FPL states that terminating the Gas DX AC Rescarch Project
will save its customers 5236,25%0. These savings are due to FPL
having to perform the following activities:

Site Selection & Incentives s 20,000
Equipment S LT, 500
Installation & Labor $ 18,750
Monitoring & Measurement $ 110,000
Cost=Effectiveness Analysis g 25,000
Praft and Submit Final Report 5 5,000

TOTAL £ 236,250

wWhile these costs cannot be attributed to the Gas DA A
Research Project after its termination, continued research of thi:
technology will result in comparable activities and costs to be
borne under the Gas RCI Rescarch Project. Therefore, stall
believes that terminating the Gas DX AC Research Project will shift
costs rather than save them. It should also be noted that the Gas
BCI Research Project does not have o spending cap, atd, di to the
diverse nature of the resecarch involved, tutute costs are ditticult
tao entimate. llowever, costs should be minimized since each
installation under the Gas BCI Research FProject must be cost-
effective under the RIM and Participant tests., Furthermore, FPL 135
required to file an annual report which updates the Commission
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staff on the research results obtained from all technolog
cyaluated in the Gas RC] Boeacaroh Projoct

In light of all these facts, stat! recommends approval {
FiL's petition to terminate its Gas Engine-Driven D Al
franditioning Research Project. Stall furt ey pecommenads hat
Fee apd bosescd B Rl dietaes areend <o f fasact popes pernieearch ol G DA RO Wit
heat recovery technology in its Gas BCL Research Project,

ISSUE 2: Should this docket be closed?
RECOMMENDATION: Yoo, 11 ni peerson whovie sabetant gl inteeront ip

al vt Ly Ul Commission's proposed agency action, timely 10«
a protest within twenty-one days, this docket should be clomed,

STAFF AMALYSIS: If no person whose substantial interests are
affected, filea a timely request tor a Section 120057, Floridae

Statutes, hearing within twenty-one days, no further ot lon Wi 11l be
required and this docket should be closed,
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Public Serbice Commission

February 10, 1997

Charles A Guyton, LEsguine

Steel Hector & Davis LLP

215 South Monroe, Swite 601
Lillibassee, Florida  32301- TKH

RE: Docket No. 97001 74-1G
Dear Mr. Guyton:

This will achnowledge receipt of a petition o terminate pas engine-driven DX an
conditioning rescarch project by Florida Power & Light Company, which was filed in this office

on February 7, 1997 and assipned the above-referenced docket number. Appropriste stalt
members will be advised.

Division of Reconds and Reporting
Flonda Pablic Service Commission
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