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Cost-Effective Analysis


4.0 Cost-Effective Analysis

Each potential measure was evaluated for its cost-effectiveness. Measures were evaluated using the PSC approved Florida Integrated Resource Evaluator (FIRE) model which provides output in the form of the Rate Impact Test, the Total Resources Test, and the Participant Test.  The model evaluates the economic impact of existing and proposed conservation programs by determining the relative cost-effectiveness of the programs versus the avoided supply side resource. The avoided unit is the next unit planned for installation for the utility. Based on the cost-effectiveness analysis, numeric conservation goals are developed. 

4.1
FIRE Model Methodology
In order to evaluate the cost-effectiveness of all existing and potential DSM measures in the reporting format specified by the PSC, the Florida Integrated Resource Evaluator (FIRE) model was used.  The FIRE model was designed by Florida Power Corporation and is used by several utilities in Florida.  The model evaluates the economic impact of existing and proposed conservation measures by determining the cost-effectiveness of the measures versus the avoided unit.  Assumptions inherent in the FIRE Model are listed in Table 4-1.

The FIRE Model was designed to evaluate a wide variety of DSM measures.  The model uses avoided unit costs, DSM measure costs, operations and maintenance costs, rebates/incentives, and other input variables to calculate the incremental benefits of a DSM measure.  These incremental costs are used to perform three cost-effectiveness tests: the Rate Impact Test, the Total Resources Test, and the Participant Test.

4.2
FIRE Model Output
FIRE Model results are output in the form of three cost-effectiveness tests.  All the DSM cost-effectiveness tests are based on the comparison of discounted present worth benefits to costs for a specific DSM measure.  Each test is designed to measure costs and benefits from a different perspective.


The Rate Impact Test is a measure of the expected impact on customer rates resulting from a DSM program.  The test statistic is the ratio of the utility’s benefits (avoided supply costs and increased revenues) compared to the utility’s costs (program costs, incentives paid, increased supply costs and revenue losses).  A value of less than one indicates an upward pressure on rate levels as a result of the DSM program.

The Total Resources Cost Test measures the benefit / cost ratio by comparing the total program benefits (both the participant’s and utility’s) to the total program costs (equipment costs, supply costs, participant costs).

The Participants Test measures the impact of the DSM program on the participating customer.  Benefits to the participant may include bill reductions, incentives paid, and tax credits.  Participants’ costs may include equipment costs, operation and maintenance expenses, equipment removal, etc.  The Participants’ Test is important because customers will not participate if the program is not beneficial to them.

All three cost–effectiveness tests were calculated for each DSM programs analyzed and considered in our evaluation.  JEA views the Rate Impact test as the primary test for determining the cost-effectiveness for DSM measures for its system.

Table 4-1

FIRE Model Assumptions





· System demand is growing.  Demand reductions due to DSM will result in reduced need for system expansion.

· Individual demand reductions can be related to reduced need for system generation expansion.

· The generation reduction will be evaluated with respect to specified generation.

· Decreases or increases in revenue due to demand side programs will impact rate levels and will be passed on to all customers.

· Additional conservation taking place after the next deferred generating unit will affect subsequent units. 
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