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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
FLORIDA POWER & LIGHT COMPANY
DIRECT TESTIMONY OF JAMES W. DEAN
DOCKET NO. 080407-EG

JUNE 1, 2009

Please state your name and business address.

My name is James W. Dean, and my business address is 2227 Shirley Ann
Court Tallahassee, Florida 32308.

By whom are you employed and what poesition de you hold?

I am the principal and owner of Weldon-Dean Associates, a consulting
firm that provides energy consulting services to electric utilities and
private sector firms.

Please describe your education and professional experience.

I graduated from Georgia State University in Atlanta in 1973 with a
Bachelor’s degree in Urban Affairs, In 1976, I earned a Master’s degree in
Government with a concentration in Public Policy from Florida State
University. Between 1977 and 1979, 1 completed all graduate course
requirements and qualifying exams for a Ph.D. in Government except for
completing the dissertation. In 1995, I earned a Bachelor’s degree in
Economics, and in 2001 earned a Master of Business Administratton with a
concentration in Finance -- both from Florida State University.
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From 1980 to 1982, 1 worked with the Power Plant Siting Office in the Florida
Department of Community Affairs (DCA). My responsibilities included
making determinattons as to the suitability of the Ten Year Site Plans
submitted by Florida’s electric generating utilities and participating on behalf
of the DCA in the power plant siting process pursuant to 403.507(2)(a)(1),

Florida Statutes.

In 1982, 1 was hired by the Florida Public Service Commission (“FPSC” or
“Commission”) as an Energy Analyst. I served in a variety of technical positions
in the Division of Electric and Gas until 1988, when I was promoted to Chief of
the Burean of System Planning and Conservation. My principal duties in that
position were to manage the development of staff recommendations on dockets
relating to conservation, cogeneration and need determinations for new power

plants.

From 1991 to 1992, I was employed by the City of Tallahassee as the Supervisor
of Demand Side Management. In that role I was responsible for developing the
City’s energy efficiency programs, developing the annual demand and energy
forecast, preparing the Ten-Year Site Plan, and managing end use research

projects.
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I returned to the FPSC in 1992 where I served as Chief Advisor to Commissioner
Luis Lauredo. From 1994 until 2001, I served as a Conservation Technology
Specialist, where I worked on special projects as directed by the Executive

Director and the Commission Chairman.

I worked in what became the Commission’s Office of Strategic Analysis and
Governmental Affairs from 2001 until 2007; I was appointed director of the
division in 2004. 1 was responsible for all liaison activities with the Florida
Legislature, Governor’s Office, and relevant external entities and managed a
team of eight direct report employees. My duties included overseeing the
preparation of legislative bill analyses, speaking to Legislative committees and

interfacing with legislative staff.

Since leaving the Commission in 2007, I have been the principal and owner of
Weldon-Dean Associates.

Are you sponsoring any exhibits in this case?

Yes. Iam sponsoring Exhibit JWD-1, Adoption of Numeric Conservation Goals
and Consideration of National Energy Policy Act Standards, Commission Order
No. 94-1313-FOF-EG, issued on October 25, 1994, in Docket No.930548-EG,

which is attached to my direct testimony.
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What is the scope and purpose of your testimony?

The purpose of my testimony is to comment upon three areas in the current
Florida Energy Efficiency and Conservation Act (FEECA) goals docket. First,
based on my knowledge of and numerous and varied levels of involvement in
FEECA proceedings, I offer a perspective on the history and rationale of
Commission decisions addressing some of the recurring policy decisions in those
dockets and the basis for those decisions. My comments focus on the relevant
decisions regarding the appropriateness of the Rate Impact Measurement (RIM)
test and why Florida Power & Light Company’s (FPL’s) proposed E-RIM goals

are appropriate.

Second, I offer my opinion on how the recent amendments to FEECA contained
in HB 7135 and codified at Section 366.82(3)(b), Florida Statutes, mesh with the
Commission’s established cost-effectiveness tests. Specifically, based on my
extensive familiarity with the Commission’s cost-effectiveness tests, I conclude
that the language of Section 366.82(3)(b), is more compatible and consistent with
using the RIM and Participant tests rather than the Total Resource Cost (TRC)

test.

Finally, I provide an independent review of the processes FPL used to develop its
demand and energy goals in this docket and offer opinions on: (1) the objectivity
and rigor of these processes, (2) the compatibility of FPL’s goals process with
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FEECA and the DSM Goals rule and (3) the reasonableness of FPL’s resulting
DSM goals.

Please summarize your testimony.

There is a long and rich regulatory history of Commission decisions
implementing FEECA. Through its implementation of FEECA, the Commission
has been a national leader in establishing a constructive regulatory framework for
implementing DSM. The Commission has consistently and aggressively
implemented FEECA, encouraging Florida utilities to acquire cost-effective
DSM that fulfilled specific resource needs. Over this 29-year period, the
Commission has deliberated and resolved the vexing issues that were raised by
FEECA, and on five separate occasions has declined to establish TRC-based
DSM goals, opting instead for RIM-based goals. Thus, the issues the

Commission will be considering in this current docket are not novel.

Over the many years and numerous FEECA proceedings, the Commission has
steadfastly maintained that DSM goals be established that minimize rate impacts,
minimize cross-subsidies between customers, and integrates with utility-
identified capacity needs. Since the most recent DSM goals rule was adopted in
1993, the Commission has consistently concluded that using both the RIM and
Participant tests rather than the TRC test is the appropriate standard to use in
setting DSM goals and approving utility DSM programs. The Commission has
been acutely aware of and at every opportunity has taken a position to minimize

5
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customer rates and minimize income transfers between customers (i.e., subsidies)
assoclated with TRC programs. Commission orders have repeatedly recognized
and required that the economic benefits of DSM should accrue to all utility
customers — those that participate in DSM programs as well as those who do not
participate. The Commission has never mandated — except for residential audits
which are required by law — that utilities be required to deliver energy efficiency

programs which on their face fail the RIM test.

In all five FEECA goals-setting proceedings, the Commission has recognized the
desirability of establishing DSM goals based upon the utilities’ planning
processes and has used the measures of avoided costs from those processes as the
basis for measuring customer benefits. The Commission has shown consistent
sensitivity to minimizing free-riders so that customer provided funds that pay for
utility incentives would be offered only to optimize participation in DSM
programs. The Commission has also recognized that the energy and demand
goals established in these proceedings have increased and decreased depending
on a number of economic parameters such as: the cost, timing and type of new
generating resources, the projected resource needs of the utilities, the cost and
performance of energy efficiency and DSM measures and economic conditions
existing at the time, always with a keen eye on the rate impact on all ratepayers.
In this docket, FPL is proposing goals that integrate DSM in a cost-effective
manner with FPL’s capacity needs and forecasted load growth.

6
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Given current economic circumstances, particularly the increased real price of
electricity and the economic demands faced by customers in this significant
economic downturn, now is not the time to disregard the lessons of the past.
Indeed, sensitivity to rate impacts, acquiring only the DSM needed to meet
resource needs and maximizing customer provided incentive dollars make as

much or more sense now than they have in any prior DSM goals proceeding.

The Commission is faced with additional statutory language regarding cost-
effectiveness, but as my testimony shows, this new language is more compatible
with the RIM and Participant tests than it is with the TRC test. The Commission
is instructed to “take into consideration™ all costs and benefits, something the
TRC test fails to do, and it is told to consider a specific cost — utility incentives to
customers — that is not a part of the TRC test. In contrast, the RIM and

Participant tests, when used together, capture all relevant costs and benefits.

Finally, 1 have conducted an independent review of FPL’s process and
methodology in developing its DSM goals for 2010 through 2019. FPL has gone
beyond the requirements of FEECA and the Commission’s DSM goals rule. It
has participated in a collaborative effort that captured the full technical potential
of DSM and then assessed alternative scenarios of achievable potential. Most

importantly, it has integrated its achievable potential assessment with its resource
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needs, assuring that FPL’s customers are not asked to acquire more DSM than is

needed to serve them. FPL’s proposed DSM goals should be adopted.

THE FLORIDA ENERGY EFFICIENCY AND CONSERVATION ACT

AND THE FPSC

When did Florida begin focusing on conservation?

As a result of the increase in crude oil prices following the Iranian revolution in
1979, the 1980 Florida Legislature passed FEECA. The broad intent of this
legislation was to place a continuous obligation on electric utilities to develop
programs and tactics to manage the growth in energy consumption and demand
and to target reductions in the use of petroleum-derived fuels for electric
generation. FEECA required the Commission to adopt goals by September 1,

1980 for a five-year period.

The legislative intent of FEECA placed special importance on reducing weather
sensitive peak demand over simply reducing growth rates of electric
consumption. This indicates that the legislative authors were particularly focused
on slowing the growth in peak demand, which defers the need for new capacity
and offers other benefits besides managing fuel costs. This enables all customers

to benefit, not just the program participants.
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Is capacity deferral addressed elsewhere in FEECA?

Yes. A determination of need was included in the FEECA statute. It provided,
among other things, that the Commission, when assessing the need for electrical
power plants, was to “expressly consider the conservation measures taken by or
reasonably available to the applicant or its members, which may mitigate the
need for the proposed plant....” Thus, before a new power plant can be built in
Florida, utilities have to show that conservation could not avoid or defer the
need for it.
Did the Commission address rate impacts in its initial implementation of
FEECA?
Not explicitly, but it did address the potential problem of cross-subsidization
among customers. The Commission’s rules implementing FEECA contained both
broad general goals and specific numeric goals providing numeric reduction
targets in peak demand growth, electric consumption growth, and the use of
petroleum fuels. It also prescribed a specific number of residential audits to be
performed. The Commission’s interpretation of FEECA was that controlling
demand (kW) growth was a higher priority than controlling energy (kWh)

growth.,

In Rule 25-17.01(2), Florida Administrative Code (F.A.C.), of the original rule,
the FPSC addressed the issue of equity impacts from implementing conservation

programs. The initial language read:
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Reducing weather sensitive peak demand on the electric system to
the extent cost-effective is the first priority. Reducing weather
sensitive peak demand benefits not only the individual customer
who reduces his demand, but also all other customers on the
system, both of whom realize the immediate benefits of reducing
the fuel costs of the most expensive form of generation and the

longer term benefits of deferring additional higher cost capacity.

Thus, even in these very first rules implementing FEECA, the Commission was
cognizant of the potential cost-shifting (i.e., rate) impacts of conservation
programs, the need to tie conservation to the utility’s resource planning process
and the principle that avoided costs should be considered customer benefits.
Even after several revisions, similar language remains in the current rule.

Did the Commission prescribe a cost-effectiveness test that it would use in
approving DSM programs?

Not in the initial rules. Using DSM as part of utility resource plans was
completely novel at that time. In fact, California and Florida are acknowledged
pioneers in requiring DSM as part of a utility’s resource plan. However, the
Commission was concerned about over-incenting customers and funding free-
riders -- customers who should have an economic incentive to participate without
being paid a utility incentive. From the onset, the Commission acted to avoid
free-riders. While the Commission did not tie itself to any particular cost-
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effectiveness test, it concluded that only DSM justified as passing a cost/benefit
analysis should be advanced. (Order No. 9672, issued on November 26, 1980, in
Docket No. 800662-EG).

When did the Commission adopt the first conservation cost-effectiveness
rule?

In November 1982, the Commission adopted a cost-effectiveness reporting
format rule. This initial rule outlined the reporting format to be used for each
program to represent the various year-by-year streams of costs and benefits. In
this initial format, the Commission envisioned three perspectives on cost-
effectiveness. The reporting forms were designed to report cost-effectiveness
from the perspectives of the participating customers, the individual utility, and
the state of Florida as a whole. The Florida perspective was largely viewed as a
means to capture inter-utility impacts of changes in wholesale purchases of
capacity and energy when non-generating utilities offered DSM programs.

When did the Commission adopt its current conservation or DSM cost-
effectiveness reporting rule?

In July 1991, in Docket No. 891324-EU, the Commission adopted its current
Conservation and Self Service Wheeling Cost-effectiveness Data Reporting

Format. These reporting requirements were codified in Rule 25-17.008, F.A.C.

11
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Did the Commission make a finding as to what test would be used to
approve DSM programs and self-service wheeling requests at that time?

No. However, the Commission acknowledged that self-service wheeling has
identical impacts on a utility system as energy efficiency programs; they reduce
demand and energy. The Commission acknowledged the tension between
FEECA'’s mandate to encourage cogeneration (of which self-service wheeling is
a component) and the language in Section 366.051, Florida Statutes, that required
public utilities to wheel power for retail customers to another location, “if the
Commission finds that the provision of this service, and the charges, terms, and
other conditions associated with the provision of this service are not likely to

result in higher cost electric service to the utility’s general bodv of retail and

wholesale customers or adversely affect the adequacy or reliability of electric
service to all customers.” (Order No. 24745, issued on July 2, 1991, in Docket

No. 891324-EU) (emphasis added).

In the order adopting the rule, the Commission stated, “The tension in these two
statutes is not resolved 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 a fair, rational
judgment call.” However, despite the Commission’s assertion of no preference,
the fact is the rule only permits approval of self-service wheeling requests which
are not likely to result in higher costs to the general body of retail customers.

12
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Thus, the standard embodied in Section 366.051, F.S. and the implementing Rule
25-17.0883, F.A.C. is a de facto RIM test. This rule aligns with the
Commission’s position that neither DSM nor self-service wheeling would have
an adverse effect on the general body of customers.

Please continue with your recap of the Commission’s consideration of DSM
cost-effectiveness tests.

The Commission thoroughly considered DSM cost-effectiveness in the 1994
goals-setting process. That process began with an extensively contested
rulemaking proceeding in 1993 that modified the DSM goals rule into what is
largely its present form, and ended with an appeal and affirmance of the

Commission’s DSM goals decision by the Florida Supreme Court.

In 1993, the four investor-owned utilities, municipal utilities and electric
cooperatives as well as a number of consumer groups, environmental
organizations and solar industry representatives participated in DSM goals
rulemaking that modified the DSM goals rule into what is largely its present
form. Environmental groups argued for a rule that (a) prescribed the TRC test as
the governing cost-effectiveness test, (b) required decoupling of utility revenues
and (c) proposed incentives to utilities to overcome any disincentives to perform
DSM. They argued that Florida was lagging behind other “leading” DSM states,
even though the Governor’s Energy Office had recently issued an independent
report concluding that Florida utilities had been “extremely successful in

13
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reducing peak demand requirements” and had also been “among the leaders in
achieving energy savings.”

Did the Commission’s 1993 rule prescribe a cost-effectiveness test?

No. Despite the spirited push from environmentalists, the Commission chose not
to (1) prescribe a cost-effectiveness test in its DSM goals rule, (2) adopt a
program specific goals rule, (3) adopt a rule that required decoupling, (4) adopt a
rule with an incentive mechanism, or (5) adopt a rule that required utilities to
acquire DSM that was not needed or cost-effective.

Was the 1994 DSM goals proceeding as contentious as the 1993 rulemaking
proceeding?

Yes. As was the case in the preceding DSM goals rule amendment process, a
wide variety of parties participated. Twenty-five parties were represented at. the
hearing. The prehearing order issued by Commissioner Deason was 135 pages.
Sixty witnesses filed testimony in direct and rebuttal. The hearing took
seventeen days spread out over two months. At the time, it was the longest
hearing ever conducted before the Commission. The transcript numbered more

than 10,000 pages in thirty-seven volumes.

The Department of Community Affairs Secretary and the Governor’s Energy
Office, acting as Executive agencies, in collaboration with environmental groups
such as the Legal Assistance Environmental Foundation (LEAF), and the United
States Department of Energy were major participants in this proceeding. They

14
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collectively argued that the Commission should depart from its historical RIM
position and adopt the TRC standard.
Did the Commission determine the appropriate cost-effectiveness tests to be
used in developing DSM goals?
Yes. This was the single most contentious issue before the Commission and the
most eagerly awaited for resolution. After consideration of all the evidence, the
Commission decided to base DSM goals on measures that passed both the RIM
and Participant tests rather than measures that pass the TRC test. The
Commission stated, in pertinent part:
We will set overall conservation goals for each utility based on
measures that pass both the participant and RIM tests. The record
in this Docket reflects that the difference in demand and energy
savings between the RIM and TRC portfolios are negligible. We
find that goals based on measures that pass the TRC but not RIM
would result in increased rates and would cause customers who do
not participate in a utility DSM measure to subsidize customers
who do participate. Since the record reflects that the benefits of
adopting TRC goals are minimal, we do not believe that
increasing rates, even slightly, is justified. (Order No. 94-1313-

FOF-EG, issued on October 25, 1994, in Docket No. 930548-EG).
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The Commission also addressed the benefits to low income customers of using the
RIM standard as the controlling one for adopting goals:
All customers, including low income customers should benefit
from RIM-based programs. This is because RIM-based programs
insure that both participating and non-participating customers
benefit from utility sponsored conservation programs. Additional
generating capacity is deferred and the rates paid by low income
customers are less than they otherwise would be. (Order No. 94-
1313-FOF-EG, issued on October 25, 1994, in Docket No.
930548).
Was the Commission’s decision to reject the TRC standard
protested?
Yes. LEAF requested reconsideration of the final order. LEAF argued that the
TRC standard should be used in lieu of the RIM standard. After hearing LEAF’s
arguments on why TRC should be the approved standard, the Commission
articulated a policy preference to keep rates as low as possible and to retain
flexibility in application of the Rule “by mandating analyses under three
methodologies and allowing other cost-effectiveness analyses without a stated
preference for any approach.” (Order No. PSC-95-0075-FOF-EG, issued on
January 12, 1995, in Docket No. 930548-EG.) The Commission rejected LEAF’s
argument that it had failed to consider costs. The Commission stated as follows,
“[t]here has been no Commission failure to consider bill impact. We have

16
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chosen to keep rates lower for all customers, lowering bills for non-participants
and participants.” (Order No. PSC-95-0075-FOF-EG, issued on January 12,
1995, in Docket No. 930548-EG).
Did LEAF’s protest end with its request for reconsideration?
No. LEAF appealed the Commission’s decision to the Florida Supreme Court.
The sole issue on appeal related to the TRC versus RIM argument. In rejecting
LEAF’s argument on appeal, the court spoke directly to the fact that the
difference between the two tests was given “a complete and balanced view” by
staff as part of the recommendation and by the Commission at the Special
Agenda. The Court stated:
In instructing the Commission to set conservation goals for
increasing energy efficiency and conservation, the legislature
directed the Commission o not approve any rate or rate structure
which discriminates against any class of customer. The
Commission was therefore compelled to determine the overall
effect on rates, generation expansion, and revenue requirements.
Based on our review of the record, we find ample support for the
Commission’s determination to set conservation goals using RIM
measures. Accordingly, we affirm the orders of the Commission.
Legal Environmental Assistance Foundation Inc. v. Clark, 668 S0.2d 982 (Fla.

1996).
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Have the Commission’s decisions reflected awareness that goals should
be established based on contemporary economic parameters?
Yes. The Commission in 1994 recognized that cost-effective FEECA goals were
dependent on a variety of economic parameters and would change over time. In
the 1994 goals docket the Commission established zero goals for Gulf Power
Company for the Commercial/Industrial sector. Likewise, in the 1999 goals
docket, the Commission acknowledged that the targeted goals were less
aggressive than previous goals due to the lower capital costs of new power
plants.
Have DSM Goals proceedings since 1994 been contested?
Relatively speaking, no. LEAF attempted in the 1999 goals proceeding to
resurrect the TRC vs. RIM debate and have the Commission require the
development of a TRC portfolio. The Commission declined, stating that TRC-
based goals did not comport with Commission policy:
Pursuant to FEECA and precedent, utilities may propose for
Commission approval, any program it wishes to offer its
customers. In some, LEAF’s argument that we have a policy of
requiring TRC portfolios in these goals dockets is incorrect and
merely attempts to reargue matters of which are stare decisis.
(Order No. PSC-98-1435-PCO-EG, issued on October 26, 1998,

in Docket No. 971004-EG).
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As a result of this order essentially holding that the RIM vs. TRC debate
had been resolved, subsequent DSM goals proceedings in 1999 and 2004
were not contentious.
Are there other dockets where the Commission has articulated a
policy position that the RIM standard is the appropriate criteria to
use in approving programs?
Yes, there are several. For example, in Order No. 21317, issued June 2, 1989, in
Docket No. 890002-EG, when reviewing Florida Power Corporation’s
commercial/industrial load control program as part of a conservation cost
recovery hearing, the Commission stated:
All conservation programs involve some form of subsidy in the
form of a cost recovery charge. Not everyone directly participates
in these programs but all customers pay for them. We allow this
recovery if benefits accrue to the general body of ratepayers. That
is demand and energy savings associated with the program should
defer capacity and avoid fuel to afford residual benefits to all
ratepayers. We have adopted a form cost-effectiveness test to
perform such evaluations.
Of course, the cost-effectiveness test to which the Commission referred is the

RIM test.
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The RIM test was also accepted as the appropriate cost-effectiveness test in
Order No. PSC-04-0359-PAA-EG, issued on April 5, 2004, in Docket No.
040049-EG, where the Commission rejected a proposed FPL program targeted
toward low income custorners that did not pass the RIM test. RIM was again
upheld in a challenge to an FPL new home construction program. (Order No.

PSC-06-0025-FOF-EG, issued on January 10, 2006, in Docket 040660-EG).

There are also a host of need determination cases where the utilities presented
RIM-based DSM plans and the Commission determined that no cost-effective
DSM reductions were reasonably available to mitigate the need for the proposed
generating plant. In several of these need determination cases, TRC-based DSM
portfolio alternatives were proposed and rejected.

What conclusions do you reach from the Commission’s FEECA decisions on
cost-effectiveness over these past 29 years?

The Commission has consistently required aggressive goals while balancing this
policy objective with sensitivity that rates should not be increased relative to
supply-side alternatives. The Commission’s actions over the years have
confirmed the RIM standard is the appropriate standard to establish utility end-
use goals and DSM programs. While the Commission has offered utilities the
flexibility to implement programs that are not cost-effective under the RIM test,

it has not mandated such programs.
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In addition, it is clear that the Commission believes DSM goals should be
integrated in a cost-effective manner with the utility’s load and energy forecast
and the generation expansion plan. The Commission has never prescribed goals
for the sake of having goals. On the contrary, it has always treated energy and
demand reductions on a level playing field with supply side options. The
Commission has not prescribed excess DSM goals that result in unnecessary

expenditures borne by the general body of customers

Finally, by using economic analyses that properly balance demand-side and
supply-side resources and relying on the RIM standard that benefits all
customers, the Commission has declined to mandate that one group of customers
subsidize another group. Consequently, the utilittes have consistently
implemented programs enabling the State of Florida to be a recognized leader in
achieving results while avoiding undue rate impacts.

Are there reasons for the Commission to change its policy and require TRC
programs in this goals-setting docket?

No. To the contrary, the historical reasons for requiring integrated DSM and
supply-side resources without subsidization are even more applicable in today’s
environment. Electric customers in Florida are facing some significant economic
challenges. For the past couple of years, real electric prices have risen for
Florida customers. This has been the only multi-year increase in real electric
prices since the early 1980s. Obviously, the economic environment for

21
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consumers with respect to wages and employment is decidedly negative.
Governmental and philanthropic organizations are all reducing services. Given
current conditions, now is not the time for the Commission to abandon the RIM
and Participant tests standard and raise rates by imposing additional costs on
Florida consumers simply for the sake of implementing more DSM programs.
Are there reasons for the Commission to retain its current RIM-only goals
setting policy?

Yes. In addition to the benefits cited above, RIM-based goals provide the
Commission with a complete picture of all the costs of offering DSM programs.
By this I mean, the program incentive payments that are collected from all
customers are explicitly accounted for when comparing a RIM-based DSM
portfolio to a supply-side option. Program incentive costs are excluded when
comparing 2 TRC-based portfolio to a supply-side alternative. Just as the
Commission would insist that all relevant costs be included in the proposed
supply-side option, the Commission should insist that all DSM-related costs be
included in DSM options. As FPL witness Sim discusses in detail in his
testimony, only the RIM test includes all DSM-related costs. The TRC test does
not include all DSM-related costs and, therefore, it is a fundamentally flawed
test. Only with the full disclosure of all relevant costs would the Commission

have all the necessary information to make a fully informed decision.

22



10

11

12

13

14

15

16

17

18

19

20

21

22

IL. HOW THE COMMISSION’S COST-EFFECTIVENESS TESTS

CONFORM TO RECENT FEECA AMENDMENTS

Has FEECA recently been amended?

Yes. Changes to FEECA occurred as a result of HB 7135 being enacted in 2008.
For purposes of my testimony, I focus on new statutory language requiring the
Commission in adopting goals to consider costs and benefits to participating
customers and “to the general body of ratepayers as a whole, including utility
incentives and participant contributions.” Section 366.82(3)(b), F.S.

Based on your familiarity with the Commission’s DSM cost-effectiveness
tests, which test(s) consider the costs and benefits to the general body of
ratepayers as a whole?

Both the TRC test and the RIM test consider benefits to the general body of
customers. What distinguishes the two tests is that not all utility costs and
impacts are considered in the TRC calculation, but all are included in the RIM
test.

Which of the Commission’s cost-effectiveness tests considers utility
incentives paid to customers?

Both the RIM and the Participant tests account for utility incentives paid to
customers. The RIM test treats these incentives as a cost; the Participant test
treats these incentives as a benefit. The TRC test totally disregards incentives

paid to customers.
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In your opinion, what cost-effectiveness test or tests is/are the appropriate
regulatory standard to use for approving utility goals and DSM programs?
The Participant test and RIM test. The Participant test is required to identify
whether program participation is economically beneficial to the customer that the
program targets. The RIM test determines whether the program is economically
beneficial to the entire body of customers, including non-participating customers.
On the other hand, if the regulatory objective is to reduce energy consumption
without regard to cross-subsidies and equitable treatment for all customers, then
the TRC test could be considered.

What are some of the advantages of the RIM test over the TRC test?

First, the RIM standard aligns the interests of both utilities and customers. By
this I mean utilities must manage their capital expenditures between rate cases.
Avoiding construction of new power plants that can be deferred more cost-
effectively with RIM-based DSM is consistent with this goal. Under the RIM
test, utilities defer or postpone new plant construction costs, which resuits in
lower rates than otherwise would have been incurred. All customers benefit.
Participating customers will enjoy both lower rates and bills, than if the utility
had built. Non-participating customers will benefit from lower rates due to the
avoided capital expenditures. This results in what is sometimes called a “no
losers” test. No individual is worse off as a result of the program. The utility is

better off, the program participants are better off, and the non-program
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participants are better off. This outcome avoids the difficult regulatory decision

of transferring wealth between customers.

Compare this to the case where the TRC standard is used. In this situation, the
objectives of customers and utilities are not aligned. Under the TRC standard,
some customers are “winners” and some are “losers” with respect to the
economic impact of the programs. For example, for those who participate in
programs, non-participants subsidize the program costs. In any given program,
there are typically more non-participants than participants. While there may be
some reduction in future capital expenditures by avoiding power plants, these
capital savings are less than the cost of the DSM programs. Thus, non-
participants are financially worse off under TRC programs. Requiring TRC
programs places the Commission in the position of making decisions about
redistributing income between customers or customer classes and producing
“winners” and “losers” among the customers of utilities.

Are certain customers disproportionately affected by the cross-subsidization
that occurs with TRC?

Yes. By definition, rates are higher with TRC programs than under RIM
programs. Electric rates tend to be regressive. By this [ mean that lower income
users who are less likely to participate in DSM programs will pay more for their
utility bills as a percentage of their disposable income than higher income users.
In addition, most DSM programs require that program participants pay some
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amount of the program costs up front. Since lower income customers are more
likely to be renters and have less investable capital, they are less likely to
participate in DSM programs. In sum, they subsidize program participants who
have the financial resources to take advantage of utility DSM programs. The
regressive nature of these programs is also discussed in the testimony of FPL
witness Sim, when he discusses the cost of various system expansion plans.

With respect to the Commission’s cost-effectiveness reporting rule, which of
the tests, the TRC or RIM, incorporates environmental benefits?

They both do. Some DSM advocates probably believe that only the TRC test
includes environmental externalities and the RIM test excludes such costs, but that
is inaccurate. The Commission’s reporting form, PSC Form CE 2.5, as required
by Rule 25-17.008 contains provisions to include environmental costs as part of
both the RIM and TRC analyses. In FPL'’s filing in this docket and in recent need
determinations before the Commission, the Company has included both existing
and proposed environmental costs as part of the E-RIM, E-TRC and supply option
analyses. Including such costs places demand-side and supply-side resource
options on a level playing field. There is no valid economic reason why a
regulatory body would require additional DSM reductions with the attendant cost
increases, economic inefficiencies and cross-subsidies if all relevant quantifiable

costs and benefits have been included in the RIM analysis.
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IIIl. REVIEW OF FPL’S DSM GOALS-SETTING PROCESS

Please describe your independent review of the process used by FPL to
determine the technical and achievable demand and energy reductions
submitted as the Company’s goals in this docket.

FPL requested that an independent third party evaluate the processes and
analytical approaches the Company used to derive its 2009 FEECA demand and
energy goals. I was engaged for this purpose, and I first met with FPL’s
technical staff in December 2008. At that time, they described to me the process
that they were using to develop the technical potential and the process planned to
be used for development of the achievable potential for the 2009 DSM goals

docket.

Since that initial meeting, I have reviewed FPL’s load forecast and examined the
underlying assumptions used in the development of the load and energy forecast.
I have read Itron’s Technical Potential for Electric Energy Peak Demand Savings
in Florida. 1 have reviewed the major assumptions incorporated into FPL’s
system-wide goals assessment. I have reviewed the methodology used by FPL to
develop these goals, and I have analyzed the final results as submitted in this

docket.
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What is your conclusion about the process and methods used by FPL to
develop the 2009 DSM Goals filing?

I believe the Company has used a methodologically correct process. The
assumptions underlying the models are appropriate, and the proposed goals
appear reasonable given the economic conditions which exist today and are
anticipated to exist in the future.

What is the basis for your conclusion?

FPL along with other utilities engaged Itron, a well-respected outside consulting
firm, to perform the statewide technical assessment study. Itron has performed
similar studies for other clients including performing the 2006 California Energy
Efficiency Potential Study. The study Itron conducted for the Florida utilities
was the first statewide utility-sponsored, collaborative DSM technical potential
assessment since the Synergistic Resource Corporation performed the 1992
study. The Itron study was a product of a collaborative of utilities and
environmental groups and open to Commission staff. To the extent possible, it
utilized consistent assumptions for the technical potential assessment. It
incorporated into the analjsis the most recent demographic information with
respect to housing stocks, existing appliance efficiencies, current building code
standards, and federally mandated appliance efficiency and lighting standards.
The study assumptions included realistic, current estimates of the demand and
energy reductions associated with a very large number of efficiency and demand

response measures and realistic estimates of the costs of such measures. The
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study appropriately looked at incremental DSM reductions instead of treating
each measure as discrete. This is a new approach for Florida, but it has been
used in other regions. Basically, when doing a statewide potential study, this
approach assumes that the most cost-effective measures are instailed first and
then each less costeffective incremental measure is installed with
commensurately fewer energy and demand savings. In essence, DSM reductions
are treated as a supply curve with each incremental measure having a longer
payback than the previous measure. This approach gives a more accurate picture

of the potential savings.

FPL’s internal processes built upon Itron’s technical potential study by focusing
on FPL’s specific market characteristics and evaluating what combination of
customer incentives and administrative costs could be spent to achieve the
maximum level of program participation. FPL then ran a series of scenarios
under both the E-TRC and E-RIM tests. FPL witnesses Sim and Haney provide
more details on this part of the analysis in their testimony.

Please comment on the appropriateness of FPL’s decision to use a two-year
payback criterion for estimating its achievable DSM potential.

I believe this is a reasonable criterion to use in balancing program administrative
costs and the level of customer incentives used to encourage participation
regardless of whether a TRC or a RIM standard is used. The reason a two-year
payback is reasonable is that we know from many years of research on individual
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investment behavior with respect to installing energy efficiency measures that
individuals have extremely high discount rates. A discount rate is essentially the
minimum percentage earnings an individual must make on an investment to be
willing to give up current consumption (i.e., spend the money now) versus
spending it to make a future return. While most individuals certainly cannot
articulate this exact percentage return, economists have estimated ranges from
observed energy efficiency purchasing behavior. The estimates range from a low
of around 26 percent (essentially a four-year payback) to more than 100 percent
returns (essentially a one-year payback). Most studies tend to be in the 40 to 60
percent range, which implies a payback period of slightly less than two years up
to three years. While certainly not an exact science, it would appear that a two-
year payback would fit well within the academic literature. Thus, the benefit of
a two-year payback is that it addresses the issue of free-riders.

Please explain why the free-rider issue is important?

Free-riders are those individuals who would of their own volition install an
energy efficiency measure without being paid an incentive by a utility. The free-
rider issue is important for two reasons. First, given that funds for utility DSM
programs are limited and a program design should not incent participants who
would install the measure on their own without an incentive payment, then a
utility must find a balance between paying too much in incentives and thus
paying unnecessarily for free-riders or paying too little and not meeting the goals.
Second, Commission Rule 25-17.0021(3) F.A.C., which prescribes how goals
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shall be determined, requires the utility to account for the impact of free-riders
when developing its FEECA goals.

In your opinion, do FPL’s proposed E-RIM based goals adequately account
for the impact of free-riders?

Yes, 1 believe FPL’s decision to use a two-year payback criterion is reasonable
and appropriate for the reasons discussed above.

Does this conclude your testimony?

Yes.
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ORDER SETTING CONSERVATION GOALS

BY THE COMMISSION:

I. CASE BACKGROUND

Docket Nos. $30548-EG, 930549-EG, 930550-EG, and 930551-EG were
opened to implement Rules 25-17.001-.005, Florida administrative
Code. These rules require the setting of numeric demand side
management (DSM) goals for electric utilities subject to the Florida
Energy Efficiency and Conservation Act (FEECA), 366.80-366.85 and
403.519, Florida statutes. In this proceeding, we also considered
implementation of two standards set forth in the Public Utilities
Regulatory Policy Act of 1978 (PURPA) as amended by Subtitle B,
Section 111, of the Energy Pclicy Act of 1992 (EPACT). Thesge
standards are commonly referred to as the "Integrated Resource
Planning" and the "Income Neutrality" standards.

The Prehearing Order for this proceeding was issued on May 26,
1994 {Order No. PSC-94-0652-PHO-EG). The hearing was held cn the
following days: June 1-4, 6-10, 17-18, 20-21, 27, 29-30, and July
12, 1994. These dates included service hearings that were held in
the evenings for the public in Tallahassee on June 1, in Miami on
June 30, and in Tampa on July 12, 1894. Briefs and Posthearing
Statements were filed on »August 22, 19%4. A special agenda
conference to decide the issues was held on Octcber 3, 1994.

II. POST HEARING MOTIONS

A.THE LEGAL ENVIRONMENTAL ASSISTANCE FOUNDATION INC.'S OBJECTIONS TO
LATE-FILED EXHIBITS.

The Legal Environmental Assistance Foundation, Inc. (LEAF) has
filed objections to Late Filed Exhibits 55, 56 and 164 in this
docket. It is our longstanding policy that late-filed exhibits are
taken subject to objection of the parties of record. LEAF has filed
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a timely objection to the late-filed exhibits. In its objection,
LEAF specifically cites its inability to conduct cross-examination on
the documents, and complains that the documents did not strictly
conform to the terms of the request for late filed exhibits. LEAR
also contends that the late-filed exhibits contain new information
that was not contemplated or envisioned when the exhibits were
requested, and that this new information could prejudice its case and
violate its due process rights. LEAF has stated legitimate grounds
for exclusion of these documents. Late-filed exhibits 55, 56, 141
and 164 shall therefore be excluded from the record in this docket
since they do not explicitly conform to the terms of the reguested
information.

B.THE DEPARTMENT OF COMMUNITY AFFAIRS' MOTION FOR RECONSIDERATION OF
NON-FINAL ORDER.

The Florida Department of Community Affairs (DCA) seeks
reconsideration of the ruling at the hearing to exclude redirect
testimony of DCA witness Rick Dixon regarding the "Errata and
Additions Sheet" that had previously been excluded from evidence.
The "Errata and Additions Sheet" was essentially new or supplemental
testimony that was handed to the parties on the morning on which
Dixon was called to the witness stand. The exhibit was excluded from
evidence because 1t contravened our procedural orders and was
fundamentally unfair. {Tr. 3407-14) The DCA then sought to elicit
the same information ccontained on the "Errata and Additions Sheet”
from its witness through redirect testimcony, claiming that Tampa
Electric Company (TECO) had asked questicns on creoss to "open the
door" to this 1line of guestioning. We ruled that the narrow
guesticns asked by TECO did not cpen the docr, and that no further
guestions could be asked about the document.

The DCA now argues that its witness should have been permitted
to refresh his memory by inspecting the document, and then permitted
to testify about its contents. This is not a new argument. It was
made at the hearing and rejected by the Commission. (Tr. 3542)

The DCA has failed to raise any point c¢r contention that the
Commission overlocked cor failed to consider at the hearing below.
See Diamond Cab Co. of Miami v King, 146 So 2d 883 (rla 1562). In
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fact, we properly ruled to exclude the exhibit below on two
occasions. Where all parties were reguired by Commission Order to
prefile testimony weeks before the hearing, and where DCA made no
request ©or motion te file supplemental testimony, it was entirely
preper to exclude supplemental testimony cloaked in the guise of an
"Errata and Additions Sheet". The DCA's Motion for Reconsideration
of Non-Final Order is therefore denied.
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C.THE DEPARTMENT OF COMMUNITY AFFAIRS' MOTION TO ADMIT EXHIBIT 90.

At the hearing, Florida Power and Light Company (FPL) objected
to the new analysis contained in DCA's exhibit %0, and asked for
additional time to review the document. We reserved ruling on DCA's
reguest to have the document admitted into the record. On August 9,
1994, DCA filed a written motion to admit exhibit 90. On August 19,
1994, ¥FPL filed a response to DCA's motion enumerating several errors
that FPL believes exist in exhibit 90, but withdrawing FPL's
objection t©o the exhibit with the understanding that FPL's
"withdrawal should not be viewed as an endorsement of the exhibit."

FPL was the only party to object to exhibit 90. With the

withdrawal of FPL's objection, the exhibit shall be admitted into the
receord.

IITI. METHODOLOGY/PROCESS

A.FPL'S METHODOLOGY/PROCESS

FPL's planning prccess and data are reascnable for purposes of
evaluating DSM measures and establishing numeric goals. The company
incorporated a relatively robust planning process that evaluates all
required measures and FPL specific DSM measures. Several parties
disagree in whole or in part with FPL's analysis and planning
assumptions. While we find that certain elements of FPL's evaluation
and data coculd be improved, such as its failure to reflect the cost
of sulfer dioxide trading allowances, questionable gas analysis data,
and failure to establish goals for the years 2001-2003, we detect no
fatal flaws in FPL's process that would significantly alter the
outcome.

FPL calculated the achievable market potential for each measure
by incorporating a screening analysis with both the RIM and TRC
tests, using a 1997 CT aveoided unit. This type of unit appears only

in FPL's base case supply side plan. Input assumptions regarding
cost and performance of the measures were updated to reflect those
specific to FPL's service territory. FPL mapped measures into

competing and complementary groupings to identify interrelationships.
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Market potential estimates were calculated for each measure. TWO
lists were created, one with all programs passing RIM, and one with
all programs passing TRC regardless of whether RIM was passed. The
two lists were then examined in FPL's IRP process, which screened the
measures with a more detailed cost-effectiveness model. Measures
which passed this screening were then run through a linear
programming model to create optimal packages of DSM measures that
were then incorporated into the long term resource plan. (Ex. 3)

FPL developed three plans to analyze its need for DSM programs:
a Supply Only plan, a DSM RIM plan, and a DSM TRC plan. (Ex. 3, Tr.
44) FPL compared the Present Value Reverme Reguirements (PVRR} of
each plan and the annual rate impacts in cents/Kwh of each plan prior
to selecting the DSM RIM plan as the least cost plan of maintaining
the lowest possible system rates. (Tr, 60)

CEPA argues that FPL's analysis includes toc much DS8M in its
resource plan at the expense of competitively bid supply options.
CEPA asserts that true integrated resource planning requires a year
by vyear simultaneous comparison of both supply and demand side
options. {Tr. 3334-36)

CEPA asserts that FPL's plan is not optimal because the
production costing model Electric Generation Expansion Analysis
System (EGEAS} was not allowed to select the most economic units when
capacity additions were identified in the reliability studies. {Tr.
3342) The 1297 CT avoided units were not selected on the basis of
cost. Rather they were placed in the plan due to construction timing
COncerns. (Ex. 3 p. 66) FPL's witness Dr. Sim explained that
combustion turbines were selected in 1997, not because they produced
the lowest average levelized rate, or lowest Present Value Revenue
Requirements (PVRR), but becauszse they were the only type of unit that
FPL could permit and build in the limited time frame. (Tr. 410)
Additicnally, FPL used a string of pulverized coal units as a proxy
for new units in the years 2002 forward. FPL's planning assumpticns
drew criticism from CEPA's witness Mr. Slater, who stated that FPL's
IRP procegss 1s not optimal if measured by the criteria cof the Energy
Folicy Act Section 111, because it should not produce a string of the
same type capacity in future years. (Ex.3 67-73, Tr. 3343)
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CEPA argues that FPL used different methods to project
generating unit outages for existing wunits and new capacity
additionsg, which affect system reliability indices such as LOLP, and
ultimately overestimate the amount of capacity needed for the system

by 140-265 MW. (Tr. 404-06) Mr. Slater calculated 265 MW of extra
capacity in the Supply Only plan by 2003. Without that extra
capacity, the plan would have included two, not three, combustion
turbine units in 1997. (Tr. 3359-60, 3395) FPL's witness Dr. 8im

agreed with CEPA's theory about the 140 MW, but noted that FPL cculd
not have constructed any less capacity, because generating plants
come in discreet sizes. (Tr. 406)

LEAF, in contrast to CEPA's position, believes that FPL's
planning process is inadeguate and biased against DSM because it did
not produce an optimal least cost supply plan. (Tr. 1787) FPL's
Supply Only plan resulted in a 42 MW shortage in 2001. The company
chose to accept the reliability risk rather than include a new unit
that introduces a bias against DSM. (Tr. 1787) LEAF also takes
issue with FPL's use of a 2 year-payback criterion to screen DSM
measures. (Tr. 1746) FPL responds that the screen was an attempt to
estimate free riders, as required by the Commission Rule 25-17.0021,
Florida Administrative Code. (Tr. 4284)

LEAF takes issue with FPL's use of the revenue requirements
method to evaluate a measure's cost-effectiveness where the life of
the measure was less than the avoided unit life. This requiresg the
installation of a second measure to match or exceed the avoided unit
life. (Tr. 1751-52) LEAF witness Chernick tegtified that FPL should
either have included the full 1life cycle cost of the reinstallation
or credited back the installaticn cost for those years past the
avoided unit's life. {Tr. 1883) We agree that a mismatch between
the measure's life and the avoided unit's life would lead to end-
effects not recognized in the analysis. End-effects would allow a
comparison of the two plans based on differences in critical
indicators such as installed capacity, reserve margins, and
reliability indices at the end of the planning period. We do not
believe the end-effects mismatch has a material impact because the
end-effects are minimized by present value discounting.

Mr. Chernick also testified that FPL understated itg avcided
cost by not including the proper cost of avoided capacity, energy,
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transmission and distribution, envircnmental externalities, and
recognition of Clean Air Act Compliance costs in its plan. {Tr.
1761-81)

FPL asserts that aveided costs were nct understated, because
the avecided unit, a 1997 CT chosen due to construction time
constraints, causes higher total system cost and more cost-effective
DSM-RIM than the preferred economic choice, a 1997 Combined Cycle.
{(Tr. 4598) The cost-effectiveness of any DSM program is dependent on
the total system cost of new capacity options to which the DSM is
compared. (Tr. 4598)

Mr. Chernick testified that FPL should use $400/KW for the
avoided distribution costs when evaluating DSM measures rather than
the $30-5C0/KW range that the company used. (Tr. 4606) LEAF asserts
that 93% of FPL's total distribution cost ($431/KW) are avoidable
through DSM options. {Tr. 1775) FPL argues that LEAF's analysis
incorrectly includes the cost of maintaining the existing
distribution system and the cost of adding new customers. (Tr. 4604)

FPL cites two separate studies to support its current estimate
of S50/XW. (Tr. 4604) FPL's first study separated total
distribution cost into three types. {(Tr. 4606) Type I costs
{$241/KW) are required to connect new subdivisions and new customers.
These coste include new underground and overhead feeders,
transformers, and meters. Type II costs ($46/KW) are growth related

expenditures to upgrade primary feeders and substations. Type III
costs ({$141/KW) are for asset replacement maintenance of existing
egquipment at accepted standards. (Tr. 4605)

FPL, concluded that DSM options have a significant impact on
Type II costs only, because Type I and II costs are incurred to serve
new customers on the system. Type I and III costs do not vary
significantly with reductions in customer's load as LEAF alleges.
{Tr. 4605)

Mr. Chernick criticized FPL for not assigning a cost in its
planning process for possible future costs of air toxic requirements.
(Tr. 1865-70) Under cross examination, Mr. Chernick testified that
he wanted FPL's current forecast to assume that air toxic controls
would be in place in the future. Mr. Chernick believes that FPL
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should make resgource choices today as 1f those controls will be in
place in the future. (Tr. 1873) FPIL, asserts that LEAF's
recommendation goes well beyond the EPA definition of system costs,
which include all direct and quantifiable net costs for environmental
compliance. {Tr. 4579) FPL does not believe that it is appropriate
to include cost projecticn or estimates for compliance with
envircnmental laws that do not yet exist. (Tr. 45789)

FPL did not conduct an optimization on units past the year
2002. FPL's primary focus is on the next avoidable unit, a 1997 (CT.
(Ex. 3 p. 69-70) FPL did identify three types of capacity in its
Supply Only plan; a CT in 1997, a CC in 19$98-9%, and a PC in 2002.
{(Ex. 3 p. 73) Since the goals will be revisited every five years,
this appears to be reasonable, particularly since this is our first
attempt to set numeric geals since 1980. FPL used a string of coal
units to indicate a base load need. FPL. chose to optimize its
resource plan based on rate minimization, not on lowest system cost
or lowest present worth revenue reguirements.

FPL contends that since its DSM-RIM plan cannot fully defer the
340 MW resource need in 2002, 210 MW of remaining cost-effective DSM-
RIM sheculd not be included in the Company's goal for the years 2001-
2002. We Dbelieve that FPL's planning process should have
demcnstrated more flexibility in the latter years of the plannming
process by incorporating 130 MW (340-210) of other supply options
along with the 210 MW of DSM-RIM potential previcusly deleted from
its proposal to meet the 2002 need. (Ex. 3 p. 61, 71) 2sg discussed
herein, we believe a combination of supply and DSM is appropriate for
this period.

B.FLORIDA POWER CORPORATION'S (FPC) METHODOLOGY/PROCESS

FPC first identified the avoided unit to which potential
demand-side measures are compared for cost-effectiveness. FPC did
this by "freezing" existing levels of DSM, so that nc DSM programs
were added or removed from FPC's existing plan, and no new
participants were added to existing programs. FPC then determined
its future resource plan as strictly a supply-side plan. The first
generating unit in that plan was FPC's avoided unit.
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FPC analyzed all of the measures characterized ag "utility
program" (UP) measures in our Fourth Order Establishing Procedure
(Order No. PSC-93-1679-PCO-EG, November 19, 1593). All UP measures
that passed the Participant and RIM tests were compared against
supply-side measures for inclusion in FPC's resource plan.

The cost-effectiveness methodology used by the utilities to
evaluate demand-side measures was a point of contention at the
hearing . In FPC's planning process, a demand-side measure 1is cost-
effective only 1f it produces a lower rate impact than a competing
supply-side rescurce; that is, the measure must pass the Rate Impact
Measure (RIM) test. LEAF, FCC, FlaSEIA, and DCA advocate use of the
Total Resource Cost (TRC) test over RIM.

LEAF generally agreed that FPC's planning process and the
resulting data are reascnable and appropriate for use in setting
numeric conservation goals. LEAF's disagreement with FPC was not
over 1its planning process but rather over the fact that FPC screened
DEM programs with the RIM test rather than TRC.

We reject Florida Seclar Energy Industries Asscociation, Inc.'s
{FlaSEIA) assertion that FPC’'s planning process failed to consider

purchased power. The record reflects that FPC purchases firm
capacity, through short-term and long-term contracts, from the
Scuthern Company. {Ex. 39) These and other firm purchases are

projected to decline over the next ten years because there will be
less capacity available from FPC's neighbors to purchase.

We also reject FlaSEIA's contention that FPC's planning process
failed to consider cogeneration. The zrecord reflects that FPC
currently purchases 473 MW of firm capacity from cogenerators, and
has contracted to purchase an additional 661 WW of firm capacity over
the next ten years (Ex. 39) The rececrd demconstrates that FPC has
substantially considered cogeneration.

FlaSEIA's contention that FPC's planning process underestimates
avcided costs is not supported by the record. FPC identified a 165
MW advanced combustion turbine unit as the next needed unit in its
supply-side only plan. (Ex. 42) The installed cost of the aveided
unit has decreased substantially over the past few vyears, from
$S389/KW to $252/KW. (Tr. 1112} FPC Witness Niekum attributed this
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cost reduction to competition in the generation supply market. Given
that the cost of the avoided unit has dropped, soc has FPC's avoided
cost. We find that FPC reasonably estimated avoided costs.

We do not accept the positions of Florida Client Council (FCC)
and Florida Department of Consumer Affairs (DCA) that FPC's planning
process 1is not reasonable because it did not use the TRC test in
screening DSM measures. DCA alsc believes that FPC should consider
the "non-quantifiable" benefits of DSM to Florida's eccnomy. {Tr.
2037, 2077-8, 2964-5) This peosgition is not congistent with Rule 25-
17.002, Florida Administrative Code, which explicitly states the
conditions under which DSM programs are approved. The effects of
these non-quantifiable benefits cannct be determined under any test.

By using the RIM test, FPC assures that its DSM measures will
result in the lowest possible rates. FPC's use of the RIM test is
reasconable. We find that the planning process and data used by FPC
in evaluating demand side measures are reasonable.

C.GULF'S METHODOLOGY/PROCESS

The planning process utilized by GULF is deficient. GULF
included the incremental savings from its existing programs in its
base case plan. Existing programs are thus retained in the base case
and integrated plan. This causes existing programs tc be winners by
default and may reduce the cost-effectiveness of other measures. The
cther IQOU's properly removed the effects of incremental DSM savings
from the base case analyses. In addition, GULF did not include the
incremental savings from its existing programs in its proposed goals.
(Tr. 1282)

GULF's analysis of the DSM measures was contradictory. GULF
did not meodel interactive effects among measures, or bundle direct
load control measures. Meodelling measures independently can have the
effect of a higher goal, while not bundling direct locad control
measures could result in lower goals. GULF's witness Kilgore
testified "as 1 answered earlier, we did not explicitly analyze those
interactive effects..." (Tr. 1250)
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GULF used some of its data incorrectly. Cn crosg-examination,
Mr. Kilgore indicated that certain pages were missing from Exhibit
52, the CEGRR summary. (Tr. 1281} Also, certain data inputs to the
CEGRR filing were incorrect. Mr. Kilgore testified, "for that
measure, that was an error on the input." (Tr. 1295) GULF also used
a different c¢oding system to identify the DSM measures, which
expanded upon the Synergic Resources Corporaticn (SRC) coding system.

The first procedural order in this docket required that the
results be broken down between residential and commercial/industrial
classes. GULF presented only a total number for both c¢lasses over
the planning horizon. (Ex. 45)

We therefore conclude that the planning process emploved by
Gulf in this docket is not adequate.

D.TECO'S METHODOLOGY/PROCESS

TECO contracted with Synergic Resources Corporation (SRC) to

perform the analysis of DSM measures. (Tr. 1435) Pricr to SRC
performing its analyses, TECC revised the c¢ost and savings
assumptions of several of the DSM measures. Adjustments were made

for more recent cost information, and for different savings
assumptions that were specific to TECO's service territory. The SRC
analyses properly accounted for and treated interactive effects of
competing and complementary measures.

TECO's planning process initlally removed the effects of all
incremental DSM in the planning period. TECO developed a supply only
plan against which DSM would be measured for cost-effectiveness.
This step properly allowed all DSM measures analyzed to compete to
avoid future capacity.
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TECO included five years (1993-1987) of transmission and
distribution (T&D) projects 1in calculating its avoided cost. {Tr.
1335, Ex. 5h8) DCA points out that no T&D project costs were
considered beyond 1997 and contends that by including such costs,
more cost effective DSM would be implemented. We question the extent
to which DSM avoids T&D. In thecry, some transmission projects could
be downsized due to reduced peak demand growth caused by DSM
programs.

Given that TECO did analyze T&D projects 1in its planning
process, we find that use of a five year planning horizon Iis

reasonable. Because T&D, especially distribution, is driven
primarily by the magnitude and location of growth, shorter term
planning 1s reasonable. In addition, no evidence was presented

showing additicnal potential T&D projects that TECO should have
analyzed, or the impact on the cost-effectiveness of DSM measures.

DCA argues that TECO did not consider other societal benefits
from DSM programs. Pursuant to Rule 25-17.008, Florida
Administrative Code, utilities and other parties may include other
benefits and other costs in the c¢alculation of the TRC test,
resulting in a socletal test. No party Iin these dockets has
quantified the suggested environmental and economic benefits of DSM
programs. The Department of Environmental Protection has no plans to
assign costs to environmental factors in the immediate future. (Tr.
3050 Therefore we have little basis upon which to consider the
impacts of these effects on the cost-effectiveness of the DSM
measures evaluated.

We find that TECO's planning process and data utilized in

evaluating the DSM measures was reasonable for the purposes of this
docket.

IV. DATA USED IN ESTABLISHING CONSERVATION GOALS

Except for the data and analyses for gas substitution, we rely
heavily on the data contained in each utility's Cost-Effectiveness
Goals Results Report (CEGRR) to establish conservation goals.
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It is our desire to set achievable goals that incorporate the
utility's planning process analysis as Rule 25-17.0021(3), Florida
Administrative Code, provides. We do not place a dgreat deal of
reliance on SRC's Best Practices Scenario. The Best Practices
Scenario contains some extremely optimistic assumptions, such as the
removal of all investment cost barriers to conservation. It was
initially portrayed by SRC as the epitome of what could be achieved
if money were no object. {Tr. 2818, 4297) The Best Practices
Scenario lacks utility specific planning information. For example,
demand savings through 2003 (2120 MW) exceed FPL's resource reeds of
1646 MW through 2003. (Tr. 4297) DCA witness McDonald, the
principal in charge of the SRC study, agreed that a utility specific
analysis, with assumptions specific to its service territory, would
be a more accurate estimate of the cost-effective potential of a
conservation measure than the more generalized SRC study. (Tr. 2722-
24} There i1s no information in the record regarding the rate impact
of the Best Practices Scenario.

We have considered the entire record from this proceeding in
establishing conservation  goals for Florida's investor-owned
utilities. For the reasons mentioned above, we have relied on the
data contained in each utility's Cost-Effectiveness Goals Results
Report (CEGRR), with the exception of data for end-use natural gas.
As further discussed herein, the utilities should obtain better data
on end-use natural gas through demonstration projects. Finally, as
set forth below, we have made several adjustments in the data
submitted by Gulf in order to compensate for deficiencies in Gulf's
planning process.

A.FPL'S ASSESSMENT OF THE MARRET SEGMENTS AND MAJOR END-USE
CATEGORIES.

Rule 25-17.0021(3), Florida Administrative Code, requires the
utilities to assess certain end-uses 1in the residential and
commercial/industrial sectors. These end-uses encompass all
electricity consuming areas of a residence and a
commercial/industrial facility. The rule ensures the that the goals
set are the result of an assessment of a comprehensive list of DSM
measures.
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FPL evaluated a total of 217 measures, including the entire
list of potential utility programs (UP) as directed by Order No. PSC-
93-1679-PCO-EG and individual utility specific measures. (Ex. 3)
FPL evaluated the residential measures in single family, multi-family
and mebile home segments. (Ex. 16) Additionally, FPL evaluated
commercial/industrial measures in three different building types.
(Ex. 16) FPL evaluated new and existing construction in accord with
Order No. P8C-93-1679-PCO-EG. FPL also evaluated mnatural gas
measures and measures that were identified for possikle inclusion in
building codes. (Tr. 4278)

We find that in the preparaticn of its proposed goals, FPL
adequately assessed the end-uses listed in the rule, except for
natural gas substitution measures.

While we find that FPL performed an adequate assessment of the
market segments and major end-use categories, we are concerned with
FPL's conclusion that no cost-effective opportunities exist in the
residential market segment for water heating measures. FPL has
historically been involved in this market segment with DSM programs
for alternate gource water heating measures such as heat recovery
units and solar water heaters. We 1instruct FPL to reassess
residential water heating measures when it proposes programs to meet
its goals during the program implementation segment of these
proceedings.

B.FPC'S ASSESSMENT OF THE MARKET SEGMENTS AND MAJOR END-USE
CATEGORIES.

FPC analyzed over 110 measures contained in the SRC Report to
determine the technical market potential of the measures. These
measures cover mnmultiple market segments and end-use categories
{(residential/commercial/industrial, new and existing structures).
FPC evaluated the cost-effectiveness of all measures classified as
potential utility programs (UP}) in Order No. PSC-93-1679-PCO-EG,
issued November 19, 1993. {(Ex. 37) FPC also analyzed the natural
gas substitution measures. (Ex. 36)
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As discussed herein, FPC did not adeguately assess natural gas
substitution measures. FPC should obtain better data on end-use
natural gas substitution measures through demonstration projects.
With this exception, FPC adequately assessed the major end-use
categories contained in Rule 25-17.0021(3), Florida Administrative
Code

C.GULF'S ASSESSMENT OF THE MARKET SEGMENTS AND MAJOR END-USE
CATEGORIES.

As we indicated above, Rule 25-17.0021(3), Florida
Administrative Code reguires the utilities to assess certain end-uses
in the residential and commercial/industrial gectors. The rule
ensures that the goals set are the result of an assessment of a
comprehengive list of DSM measures. We find that Gulf's assessment
of market segments and major end-use categories was not adequate.

GULF's only assessment of the market segments and major end-use
categories took place during the TMPRR period of this docket. After
that, GULF did not present any data or analyses that met the

reguirements of the rule. GULF's proposed goals were presented by
GULF's witnesgs Kilgore as a total number in exhibit 45. The number
did not include a breakdown between residential and

commercial/industrial, ner did exhibit 45 provide a further breakdown
within the residential and commercial/industrial market segments to
reflect existing and new construction as the rule reguires. In
addition, GULF's assessment did not separate the data into major end-
use categories as the rule directs. We find that Gulf's assessment
cf the market segments and major end-use categories was clearly
inadequate.

D.TECO'S ASSESSMENT OCF THE MARKET SEGMENTS AND MAJOR END-USE
CATEGORIES.

TECO evaluated the entire list of potential utility programs in
compliance with Crder No. PSC-93-1679-PCO-EG. TECO evaluated the
residential measures in single family, nmulti-family and mopbile home
segments. (Tr. 1441) TECO also evaluated commercial/industrial
measures in ten different building types for new and existing
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construction. (Tr. 1441) TECO also evaluated natural gas measures.
{Ex. 156)
We find that in the preparation of its proposed goals, TECO

adeguately assessed the end-uses listed in the rule, except for the
gas substitution measures discussed herein.

V. GENERIC METHODOLOGY/PROCESS

A.DEFINITION OF AVOIDED COST IN EVALUATION OF DEMAND-SIDE MANAGEMENT
MEASURES AND ESTABLISHMENT OF NUMERIC GOALS.

"Avoided Cost"™ for use in evaluation of DSM measures and the
establishment of numeric conservation goals is that cost which the
utility could reasonably expect to incur in the form of some other
supply-side resources 1in the absence of DSM conservation measures.
We decline to adopt a single detailed description of all the factors
to be considered in the term "cost". We will evaluate each utility
filing for reasonableness on a case-by-case basis.

B.COST EFFECTIVENESS CRITERIA

We will set overall conservation goals for each utility based
on measures that pass both the participant and RIM tests. The record
in this docket reflects that the difference in demand and energy
saving between RIM and TRC portfolics are negligible. We find that
goals based on measures that pass TRC but not RIM would result in
increased rates and would cauge customers who do not participate in a
utility DSM measure to subsidize customers who do participate. Since
the record reflects that the benefits of adopting a TRC goal are
minimal, we do not believe that increasing rates, even slightly, isg
justified.

Although we are setting goals based solely on RIM measures, we
encourage utilities to evaluate implementation of TRC measures when
it is found that the savings are large and the rate impacts are
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small. Some measures that may fall into this category are sclar
water heating, photovoltcocics, high efficiency on-site cogeneration,
renewable resources, end-use natural gas and commercial lighting.
Upon petition from a wutility, lost revenue recovery and
stockholder incentives shall be considered on a case-by-case basis
for such TRC measures that result in large savings and small rate
impacts. We are not implying that lost revenue recovery or
incentives will be approved across the board for all such programs.
Rather, each program or program portfolio will be considered on a
case-by-case basis for incentives and lost revenue recovery.

Utilities are free to file whatever portfolio of programs they
wish, including TRC programs, in order to meet their goals. Demand
and energy savings achieved through Commission approved TRC programs
{including ©programs approved for incentives and lost revenue
recovery) shall be ccunted toward each utility's RIM based goal.

Pach utility's RIM based conservation goal shall be considered
to be a minimum, pass/fail goal. We are not setting aspirational
gcals in this docket. Fach utility shall be expected to achieve itg
geal. Any utility that does not achieve its goal shall bhe either
penalized or have programs prescribed to 1t in a manner to be
determined by this Commissicn on a case-by-case basis.
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VI. ENERGY POLICY ACT

A.CONSIDERATION OF THE INTEGRATED RESOURCE PLANNING STANDARD SET
FORTH IN THE PUBLIC UTILITIES REGULATORY POLICY ACT (PURPA) AS
AMENDED BY THE ENERGY POLICY ACT OF 1992.

In compliance with the Public Utilities Regulatory Policy Act
(PURPA) as amended by the Energy Policy &aAct of 1992, we have
considered the integrated resource planning standard set forth in the
Act. We have carefully reviewed the integrated resource planning
processes employed by each utility in these dockets. We find that
the process employed by each utility is consistent with the intent
embodied in the federal standard and that our review process has been
in furtherance of the intent of the Act. We embrace the concept of
integrated resource planning that in general utilities should
incorporate both demand-side and supply-side resources (including
non-utility resources) into their plans to the extent they are cost
effective. We do not adopt the federal IRP standard because of
definitional wuncertainties associated with the standard and
uncertainties as to the role of the Federal government in
interpretation and enforcement of the standards.

B.THE INVESTMENTS IN CONSERVATION AND DEMAND MANAGEMENT STANDARD IN
THE PUBLIC UTILITY REGULATORY POLICY ACT AS AMENDED BY THE
ENERGY POLICY ACT OF 1992,

We embrace the concept of the Investments In Conservation and
Demand Management standard as set forth in the Energy Policy Act, but
do not adopt the Federal standard. Uncertalinty exists as to the
effect of adopting the Federal standard, and as to the role of the
Federal government in interpretation and enforcement of the Federal
standard for those states adopting it.

Upon petition from a utility, lost revenue recovery and
stockholder incentives shall be considered on a case-by-case bacgis
for scolar, renewables, natural gas substitution, high efficiency
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cogeneration and other measures or programs that may have high
savings and negligible rate impacts.

After goals are adopted, the utilities shall be allowed to
propose selected programs that fail RIM for lost revenue recovery and
stockhelder incentives. Utilities have ample incentives to pursue
programs that pass RIM. (Tr. 2551) The decision to allow incentives
and recovery cf lost revenues shall be made on a case-by-case basis.
As stated by Dr. Fox-Penner, a net lost revenue adjustment procedure
(NLRA) 1s less likely to shift risks from shareholders to ratepayers
than some forms of decoupling. (Tr. 821)

VII. GENERIC NUMERIC GOALS

A.COMMISSION AUTHORITY TO SET END-~-USE GOALS

The electric utilities and Florida Municipal Electric
Agsociation contend that FEECA and Rule 25-17.0021, Florida
Administrative Code, only require the Commission to set overall goals
and that end-use goals are not permitted under the rules or statutes.
LEAF/Evans, DCA, FCC, FlaSEIA, and the gas utilities contend that
FEECA gives the Commissicn broad authority to set ‘“"appropriate"
goals; callg for "...the use of golar energy, renewable energy
sources, highly efficient systems, cogeneration, and load control
systems”"; and is to be liberally construed. They assert that FEECA's
intent can only be implemented effectively through end-use goals.

FEECA and Rule 25-17.0021, Florida Administrative Code, require
the Commission to set overall goals. Overall gecals are mandatory and
must be set. It does not follow however, that end-use goals are not
permitted under FEECA or Rule 25-17.0021, Florida Administrative
Code. FEECA gives the Commission broad authority to carry out its
intent tc accomplish energy-efficiency and conservation. FEECA
specifically instructs that it is to be liberally construed. If we
find that end-use goals are an appropriate means to accomplish the
intent of FEECA, we clearly have broad discretion to implement those
goals.
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The fact that we chose in our rule to reguire overall goals
does not in any way prohibit us from establishing end-use goals.
End-use goals are neither mandated nor prohibited. They are neither
encouraged nor discouraged by FEECA or Rule 25-17.0021, Florida
Administrative Code. While end-use goals may not be established in
lieu of overall goals, they may be established in addition to overall
goals, 1f we deem them appropriate and they are consistent with the
overall goals.

B.SHOULD END-USE GOALS BE SET?

Various intervening parties such as LEAF, FCC, DCA, and FlaSEIA
advocate establishing end-use goals for particular market segments.
These parties advocate specific programs addressing solar and
renewable energy, natural gas, low 1income, and new construction
market segments.

DCA  witness McDonald acknowledged that overall goals are
preferable to end-use goals because they reduce the risk to the
utility of realizing projected market penetrations, in addition to
energy and demand savings from individual end-use programs. (Tr.
2747) Overall geoals provide the utility with flexibility to trade
0off energy and demand savings from other measures in meeting an
overall goal. (Tr. 2747) Mr. McDonald testified that flexibility
affords the utility the opportunity to take advantage of changes in
costs and technology, wnich help to minimize the cost of the demand-
gide management coptions. {(Tr. 2748)

FPL witness Hugues also testified that overall goals provide
flexibility to a utility. A shortfall in one end use can be
compensated for by success in another. (7. 483} FPL witness Dr. Sim
testified that end-use goals are the very antithesis of integrated
rescurce planning and lead to sub-optimal, cost-ineffective plans.
(Tr. 4565)

We do not find it appropriate to set numeric gecals for each
major end-use category at this time. DCA witness McDonald testified
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that it is important that goals be set on an aggregate basis and not
by end-use. (TR. 2649, 2719) Overall goals will give the electric
utilities flexibility to respond to changing technologies and
economic circumstances. We will therefore set overall numeric goals
for the residential and commercial/industrial sectors consistent with
Rule 25-17.0021, Florida Administrative Code. We will not set end-
use goals at this time for any end-use category, including solar and
renewable energy, natural gas substitution, low income ©Or new
construction market segments.

VIII. SOLAR AND RENEWABLES

A.FPL

Green Pricing 1is a relatively new concept. Customers
voluntarily choose to donate money on their monthly bills for the
utility to engage in the procurement and implementation ©f renewable
technclogies. FPL should consider this option to promote the
installation o¢f solar water heating and other renewable measures
during the ©program development and submittal stage of the
conservation goals process.

In response to DCA wiltness Nelson's testimony regarding
guidelines for acquisition of renewable resources, FPL witness Bugues
tegtified that renewables should only be pursued if they are cost-
effective to all of FPL's customers. (Tr. 4312) He also testified
that FPL would cooperate with the Commission and the solar energy
industry in trying a different approach than a set-aside to the
promotion of renewables. (Tr. 4313} Mr. Hugues suggested voluntary
Green Pricing as one option to allow customers to contribute to a
fund to be used for the installation of renewables on the FPL system.
(Tr. 4313)

Various intervencrs correctly point out numerous references in
the Florida Statues, where the Legislature encourages the development
and use of solar and renewable energy sources to meet the complex
energy needs of Florida. {Tr. 261%) FPL opposes sclar due to lost
revenues resulting from energy savings, and proposes to discontinue
the existing program after the goals agenda. (Tr. 724} FPL reports
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a negative cost-benefit ratio of 0.8 and 0.26 under the RIM and TRC
tests respectively. (Ex. 14)

In FPL's December 1990 revised petition to continue its
residential solar water heating program, the Company recognized the
program as being in the best interest of its customers and the state
of Florida. (Tr. 2620) FPL stated that by continuing the program,
the Company couid continue assisting the development of a renewable
energy source within its service territory, which woculd help advance
the ©policy objectives set forth in Rule 25-17.001, Florida
Administrative Code and FEECA. The Company also recognized a
potential negative effect upon the solar industry if this program was
discontinued. (Tr. 2620) The Commission's order approving FPL's
program recognized the program's contribution to the advancement of
the FEECA policy objectives regarding renewable rescurces. (Tr.
2621)

We believe that Green Pricing cptiong should be considered in
the repackaging of FPL's existing solar water heating program. FPL's
primary vreascn to digcontinue this program is  the estimated
cumulative lost revenues of approximately $1,000,000 for the four
vear period 1990-1993. (Ex. 24) In light of the Legislative intent
tc encourage golar resources, this is a =small price to pay to
decrease Florida's dependence on fossil fuels, and to assist in the
sustainment of the solar water heating industry in Florida. FPL
shall therefore develop alternate funding sources such as (but not
limited to} voluntary green pricing to promote the installation of
solar water heating and other renewable measures. Any demand or
energy savings achieved through implementation of soclar or other
renewable measures shall be counted toward accomplishment of EPL's
conservation goal.

B.FPC, GULF AND TECO

FPC, GULF and TECO shall explore the development of alternate
funding sources such as voluntary Green Pricing to promote the
installation of sclar water heating and other renewable measures.
FPC, GULF and TECO shall evaluate voluntary Green Pricing in
conjunction with the development of DSM programs designed to meet the
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utilities' numeric goals. FPC, GULF and TECC shall consider this
option during the program development and submittal stage of this
docket to encourage the development of solar and renewable energy
resources. Any demand or energy savings achieved through
implementation of solar or other renewable measures shall be counted
toward accomplishment of the utilities'™ conservation geal.

IX. NATURAL GAS SUBSTITUTION

We will not set specific end-use goals for natural gas
substitution for electricity. The utilities' analyses indicate a
lack of sufficiently accurate information upon which we could set
specific goals.

Electric utilities should continue to consider measures to
reduce electric energy end use without regard to the input fuel used
to reduce electricity demand. The Commission has long advocated and
recognized the prudence of natural gas use as a means to mitigate
volatility of winter peak demands in Florida. After our
investigation inte the c¢old weather emergency that occurred in
peninsular Florida on December 23-25, 1985 we stated:

Utilities are encouraged to continue to develop and
implement cost-effective conservation programs approved by
the Commission, including those that promote the cost-
effective use of natural gas to moderate Florida's
dependence on electric heating. Docket No. §00071-EG,
Order No. 22798 at 7. 1Issued March 20, 1990,

Witnesses for the electric utilities in this docket supported
the use of measures that passed the RIM and the participant tests.
If a measure is cost-effective, whether it be gas substitution or any
other measure, the utility should adopt its use. According to FPL's
Dr. Sims; "From our standpoint we believe that 1if a gas measure
passes both the RIM and participants' test, that it's cost-effective
for all of our customers, then we won't have a concern with that
measure being implemented." (Tr. 547) FPL's Mr. Hugues followed
with; "We would recommend to cur customers any measure, regardless of
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whether it's gas or any other measure, that it's cost effective for
both the participants and nonparticipant alike. So it would have to
pass both the RIM and the participants test."” (Tr. 665) Mr. Jacob
for FPC supported the RIM and participant tests for measures to be
considered cost-effective for conservation. (Tr. 986-987) Mr.
Kilgore for GULF recommended RIM because 1t yilelds the correct
conclusions for GULF and its customers. (Tr. 1203) Mr. Currier for
TECC encouraged the Commission to support RIM and the Participant
test as the standard for adopting DSM measures. He called it a "no-
loser practice."

We have previously determined that we will not set gpecific
end-use goals for natural gas substitution for electricity. However,
each electric utility shall he regquired to conduct research and
demonstration projects in the functiocnal areas cof heating, cooling,
dehumidification and water heating and to develop Florida-specific
information on performance and cost-effectiveness of those
technologies. Each utility shall be required teo file, within six
months, in a separate docket, its plans for these research and
development projects in accord with the provisions of Rule 25-
17.001(5) (f), Florida Administrative Code. We encourage and will
consider rewarding electric wutilities that cooperatively develop
Jjoint projects with gas utilities to produce measurable conservation
savings.

We will not order the electric utilities to conduct Joint
utility pilot programs with any gas utilities, because it does not
appear that Commission-ordered cooperaticn will bhe productive.
During this docket, City Gas and FPL attempted to negotiate a
cooperative gas pilot project. {(Tr. 3174) They have been unable to
reach an agreement on the project. FPL and City Gas have an unending
dispute over appropriate inputs to the cost-effectiveness tests.
(Tr. 3174-75) FPL is unsure of current data available on gas
measures, and wants actual field data. (Tr. 669) FPL has agreed
with the concept of demonstration projects, but raised cbjecticns as
to how such program were to be conducted. While reccgnizing that it
is the input wvalues that are in digpute, FPL insisted on prescreening
the demonstration measures prior to implementation. {(Tr. 4472-73)
City Gas believes that prescreening by FPL is an attempt to prejudge
the demonstration project. (Tr. 4476)
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We are not finding fault or Jjudging the merits of the dispute
between City Gas and FPL. The information is provided to demonstrate
the difficulties of a demonstration project based upon mandated
cocoperation. We are concerned that we may be forced to referee every
detail of each project for all the utilities if we order the electric
utilities to do demonstration gas projects with gas utilities. The
ill will from a forced marriage between utilities, and the inevitable
and costly litigation, resulting in data that will posgssibly remain in
dispute, is not beneficial for utilities or customers.

The electric utilities' calculations of cost-effectiveness are
guite inconsistent and they demonstrate the need for accurate data.
Their evaluations of the eleven gas technologies in this docket
varied immensely due to inconsistent assumptions for input data.
(Tr. 1563-64, 2329, 3653, 3665, 3668, 3675, 4188, 4377) Mr. German,
witness for PGS, cited several examples of unreascnable assumptions
in the electric wutilities’ evaluations of the eleven gas
technologies. (Tr. 2327-32) GULF's assumptions for the eleven gas
technologies for the base year totaled 577 pages.

Not considering cogeneration, which might be considered a
demand-side alternative, the conclusions of all four electric
utilities were that only one gas technolegy, desiccant dehumidifying,

passed both the RIM and participant test. (Tr. 2325%) (Ex. 6, 36, 51,
156) FPL's evaluation showed that nine of the eleven technologies
passed the electric RIM test. (Ex. 6) FPC's evaluation showed that

only one passed the RIM test, but two others have ratios of 0.3%9 and
0.91. The failure of most of the technologies to pass FPC's RIM test
probably was caused by the loading of an incentive amount to the
participant test to bring it up to 1.0 benefit/cost ratio. (Ex. 36)
GULF's evaluation had no measure passing any of the tests. {Ex. 51)
TECO's evaluation showed that eight of eleven passed the RIM test.
{Tr. 156)

The nearly total fallure of the gas technologies to pass the
electric utilities' calculation cof the participant test ig difficult
Lo accept. We do not believe that approximately 600,000 existing
Florida gas customers have made a mistake in theilr economic decision,
nor that the manufacturers of gas technologies would commit resources
to develcop and market new gas technologies if they are all destined
to be market failures. (Tr. 3668, 3673, 3675)
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The unusually diverse results of electric utilities"
evaluations appear to be based on input assumptions not grounded in

Florida-specific eapplications. We therefore regquire electric
utilities to develop Florida-specific data through research and
demenstration projects on gas technologies. (Tr. 669%) Rule 25-
17.001(5) {f), Florida Administrative Code, requires that aggressive
research and development projects be "... an ongoing part of the
practice of every well managed electric utility's programs ...". The
data tc be gathered shall be for the performance and cost-
effectiveness of gas technologies for heating, cooling,
dehumidification and water heating. (Tr. 1563-64, 2327-32, 3174-75,

3653, 3653, 3665, 3668, 3675, 4188, 4377) (Ex. &, 36, 51, 158)

The following compilaticon of the electric utilities’
evaluations of the eleven gas technologies illustrates the great
disparity in the results obtained by each utility. Those
technolecgies passing a test for any particular utility are
highlighted with double outlines. Thcose above (.84, but less than
1.0, per the RIM test are shaded.
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GAS TECHNOLOGIES
1 2 | 3| 4| 5 {6|7|8f s | 10 | 1
Participant Test [FPC | 100 1.00[ 1.00{ 100] 100| foofr77)100 100} 212f 100
FraL | 22| 31| s4| 46| 42| 28| 41| s3| 21 5| a9
Gutk [ (on| 5| 42| e8| 8| as| o7| &7 a7[ w22
TEGO | (39.267) | (20,024) | (378) | (5.923) | 7.039) | 118) | - a - | (47) | (1,169) | (64,240) | (17,043)
RiM e | 22f 35| s2| 8| e8| sefroef s2| s et 8
Test o S
FPat | 101 1.02| 1.03) 1.03f 1.04f 1.03/1.01 :_55;_84 1.02)  1.00 91
GUF| (02| 29| a1| 45| 57| 8| 29y e8| 3|  e9| &7
teco| 100] 100] 100f sof 1oof 110f-a-| sof 100 120] 1.0
TRC FPC 2| 35| e2| 48| e8] troof1es| so| 15| 1e3] 58
Test
FPaL| 20| 48| e7| 72| o8| 27| 78| sB| a9 2| 78
GUF| (00)| tof 81| 28| 45| .2 o8| 38| 1| 30} 18
Teco| g0 2of 30| 0| 40| so|-a-| 40| 20| 3| 40

—y

L)

e n
[

Absorption Commercial Single Effect
Absorption Commercial Double Effect
Residential Gas Heat Pump and Hot Water 7} Desiccant Dehumidifier
Gas Engine Driven Air Conditioner

5) Gas Engine Driven Water Chiller
6} Double Integrated Appliance

8} New Installation Water Heater

9) New Installation Residential Cogeneration
10) Commercial/industrial Cogeneration

11) Gas Engine Driven Centrifugal Chiller with
Heat Recovery

a) TECO - Not a viable DSM measure. Summer peak of measure is higher than eiectric baseline technology.
fi Double-lined cells with bold data passed the fest without the addition of incentives.

Shadowed cells nearly passed.

Table developed from exhibits 6,

36,

51 and 156.
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X. UTILITY SPECIFIC NUMERIC GOALS

A.FPL NUMERIC GOALS

Our rules recguire each utility to propose numeric goals for a
ten year horizon period. We accept FPL's RIM based goals for each
yvear during the period 1%94-2000,. Because FPL proposed a goal of
zero for the last three years of the ten year period, staff proposes
to set FPBL's goals for each of the years 2001-2003 based on the
company's proposed incremental goals in 2000 (74 MW Winter, 88 MW
Surmer, 115 GWH).

FPL's believes that it is premature to set goals for the 2001-
2003 peried, because the Company's DSM-RIM goals are projected to
meet new capacity needs through January 1, 2002, when 340 MW of
resource options are reguired to maintain system reliability
criteria. (Tr. 74, Ex. 3, p. 61) FPL excludes 210 MW of cost-
effective DSM-RIM in 2001, because FPL's cost-effective DSM-RIM was
insufficient to defer in its entirety the 340 MW need in 2002. (Tr.
74) We include the 210 MW of uncommitted DSM-RIM in the Company's
goals which may ultimately be combined with additional DSM resources
if found, or with a RFP/standard offer for 130 MW (340 MW - 210 MW)
to satisfy the 2002 need.

Dr. Sim testified that no decision is currently needed in
regard to either building a new unit or increasing the amount of DSM

above FPL's RIM goal. (Tr. 74) Dr. Sim testified that FPL would be
before the Commission in 1996 requesting a determination of need for
a 416 MW combined cycle unit. (Tr. 439, 450) The company's current

resource plan indicates that 340 MW of DSM in 2002 would meet the
reliability standards, of which 210 MW is projected to be achievable
but uncommitted. We disagree with FPL's decision to set seven year
goals and exclude 210 MW of cost-effective DSM-RIM. The mismatch in
resource need between the 416 MW supply option and the 340 MW DSM
option is due primarily to the need to construct additional capacity
to compensate for gsystem line losses and generating plant
unavailabilities from planned and forced maintenance which are not
present in the DSM cption.
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FPL. witness Mr. Hugues indicated that there 1s a very good
pogsibility that due to changes in technology, FPL's R&D program
might be able tc achieve the additional 130 MW of DSM-RIM necessary
to defer the 2002 need. {(Tr. 620, 449%9) FPL's R&D program may
result in approved programs producing additional capacity savings in
much the same manner as the 1990 DSM Plan produced an additional 342
MW. {Tr. 619-20) The current R&D program 1is evaluating
approximately seven C/I programs and four residential programs. (Tr.
620) Dr. Sim testified that FPL had previously exceeded its internal
DEM goals, and that it is possible in the future, although not as
likely as in past yvears, due to a greater understanding of the match
between DSM and resocurce needs. (Tr. 446) It is possibkle that FPL
might exceed its proposed gocal, considering its prior history of
exceeding internal DSM goals, and the potential for additional
contributions from R&D programs and green pricing options.

Several intervening parties advecate the use cof Exhibit 90, an
updated version summarizing SRC's Best Practice scenario to derive
goals for each investor cwned utility. The Best Practices scenario
contains some very optimistic assumptions such as the removal of all
investment cost barriers to conservation, and was initially portrayed
by SRC as the upper limit of what could be achieved i1f money were nc
object and conservation were sold door to door. (Tr. 2818, 4297) We
do not believe SRC's Best Practices scenario would establish
meaningful numeric goals due to its lack of utility specific planning
information. SRC's Best Practices demand savings of 2120 MW through
2003, exceed FPL's resource needs of 1646 MW through 2003. (Tr.
4297) DCA witness McDonald, the principal in charge of the SRC study
agreed that a utility-specific analysis with assumptions specific to
its service territory would be a more accurate estimate of the cost-
effective potential than the more generalized SRC study. {(Tr. 2722-
24)

FPL's decision not to propose DSM goals for the period 2001-
2003 1s contradictory to the intent of our rule, which requires ten
years cof numeric goals. For this reason, and our belief that wvariocus
R&D projects, and green pricing options may produce additional energy
and demand savings, we set a residential goal of 765 MW Winter, 895
MW Summer, and 1,030 GWH in 2003.
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There will be ample opportunity for us to continually monitor
the appropriateness c¢f these goals for the last three years of the
planning horizon. If things look as if they are going awry we will
have the opportunity to address the situation as the need arises.
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FPL's residential conservation goals shall be set at the levels
identified in the FPSC column of the following table.

== s
WINTER MW SUMMER MW ANNUAL GWH
FPL FPSC LEAFFS DCA FPL FPSC LEAF DCA FPL FPSC LEAF DCA
ElA FSEIA FSEIA
FCC FCC FCC
1994 A 774 B3 B 66.5 665
1995 157.4 1574 196 113 181 18t 37 253 1458 149.8 116 621
1956 236.2 2362 283 237 272 272 526 531 2334 2394 489 1303
1997 3145 3145 376 357 362 362 708 800 3372 337.2 1105 1961
1898 3936 3936 464 475 455 455 8s1 1064 452.8 452.8 1962 2610
1999 467.9 4879 558 591 543 543 1214 1323 568.2 568.2 3048 3243
2000 22 5422 740 708 831 631 21 1584 683.6 6836 3650 3585
2001 6165 816 823 719 1367 1842 795.0 4244 4517
2002 690.8 752 843 807 1483 21 9144 4883 5175
2003 765.1 752 945 885 1483 2115 1029.8 4673 5186

Note: The GWH energy goals for 2 specific year represent single-year impacts for all installations beginning in 1994 through that year.
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FPL's commercial/industrial conservation goals shall be set at the levels
identified in the FPSC column of the following table.

WINTER MW SUMMER Mw ANNUAL GWH
FPL FPSC LEAFFS DCA FPL FPSC LEAF DCA FPL FPSC LEAF DCA
EIAFCC FSEIA FSEIA
FCC FCC
1694 9.3 9.3 23 23 666 666
1985 692 892 73 28 113 113 174 127 1387 1387 74 389
1836 928 928 145 58 166.6 166.6 340 266 218 2118 309 773
1997 1143 114.3 176 88 2233 2233 458 400 2924 2924 699 165
1998 1361 136.1 190 "7 2852 2852 857 533 3833 3833 1240 1550
1999 157.9 157.9 203 145 3625 3525 652 662 4730 473.0 1927 1927
2000 179.7 1768.7 218 174 4198 419.8 750 793 5627 se2.7 2308 2308
2001 2015 229 202 487.1 847 922 6524 2683 2684
2002 2233 244 232 5544 956 1057 742.1 3074 3075
2003 2451 244 232 6217 956 1059 8318 3081 3081

Note: The GWH energy goals for a specific year reprasent single-yaar impacts for all installations beginning in 1994 through that year.
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B.FPC NUMERIC GOALS

Several parties to this docket advocate numeric DSM goals derived from an
adjusted 'best practices" scenario. Best practices assumes no administrative,
marketing, overhead, equipment, or monitoring costs. No party was able to provide
the rate impact of adopting DSM goals based on "best practices’. Thus, we decline to
set godls based on best practices assumpiions.

FPC separated the cost-effective (RIM) demand and energy savings identified
on page 32 of its CEGRR report into two categories: dispatchable and non-
dispatchable. To account for factors such as free riders, overlapping measures, and
interaction with building codes, FPC argued that non-dispatchable demand and
energy savings should each be reduced by 25%. (Ir. 986) FPC's proposed godls are
the sum of 100% of the dispatchable savings and 75% of the non-dispatchable
savings.

We guestion the vdlidity of FPC's treatment of free riders. (Tr. 1053-55) Various
demand-side measures have vastly different free rider impacts. It would have been
more appropriate for FPC to address these impacts on an individual measure basis,
prior o calculating each measure's cost-effectiveness, rather than apply a blanket
25% reduction to all non-dispatchable measures, We direct FPC to deal with the free
rider impacts in its program implementation when FPC files its conservation plan.
Witness McDonald testified that programs can be designed in a way that minimizes
free riders (Tr. 2646)

The record shows uncertainty in the way that FPC came up with the 25%
downward adjustment. (Tr. 1048-49) Although Witness Jacob stated that the effect of
free riders was different for the residential class than for the commercial/industrial
class, FPC decreased the demand and energy savings for both classes by the same
25% value to come up with its goals. (Tr. 1050)

We decline to adopt FPC's proposed goals because we find FPC's 25%
downward adjustment to be arbitrary and unsupported by competent and
substantial evidence. Rather, we set FPC's numeric demand and energy goals at
100% of the total savings of all residential measures that pass the RIM test. These
demand and energy goais for FPC are aggressive but reasonable. They represent aif
cost-effective DSM under the RIM test,
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We set FPC's residential conservation goals af the levels identified in the FPSC
column of the following table.

WINTER MW SUMMER MW ANNUAL GWh
FPC FPSC | LEAFFS | DCA FPC FPSC LEAF DCA FPC FPSC | LEAF DCA

EIA FSEIA FSEIA

FCC FCC FCC
1954 40 43 — — 5 11 - — 6 12 — o=
1995 81 86 57 50 14 k) 20 14 15 24 12 83
1996 125 133 93 94 &7 50 36 27 2 38 4 120
1997 171 184 134 157 51 71 54 4 39 £0 108 200
1998 218 236 181 234 7 93 75 68 53 78 215 297
1999 266 290 231 322 92 116 98 83 68 100 369 400
2000 314 M3 283 419 13 140 122 122 86 127 480 533
2001 362 395 332 495 134 164 148 144 103 145 569 630
2002 408 445 382 579 155 188 170 168 121 169 664 736
2003 444 483 418 630 174 209 192 183 136 184 724 801

Note: The GWH energy goals for a specific year represent single-year impacts for all instaliations beginning in 1994 through that year.
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We set FPC's commercial/industrial conservation goals at the levels identified
in the FPSC column of the following table.

WINTER MW SUMMER MW ANNUAL GWh
FPC FPSC LEAFFS DCA FPO FPSC LEAF DCA FPC FPSC LEAF DCA

ElA FSEIA FSEIA

FCC FCC FCC
1994 06 0.05 — — 3 0.3 - - 3 2 — -
1995 4 3 23 R 5 3 k1l 30 9 18 T 103
1996 7 7 37 62 9 8 54 74 24 40 27 185
1987 12 13 52 101 15 15 80 123 42 71 &9 326
1598 18 20 69 150 22 24 108 183 68 110 136 485
1999 25 29 86 206 30 35 139 252 100 185 23 667
2000 33 39 105 268 41 48 172 328 137 207 304 869
2001 4 48 123 317 51 61 204 368 173 255 360 1028
2002 47 56 140 370 80 74 238 453 208 293 420 1200
2003 54 64 155 403 68 B84 262 493 239 336 457 1307

Note: The GWH energy goals for a spectfic year represent single-year impacts for all installations beginning in 1534 through that year.
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C.GULF NUMERIC GOALS

In its testimony, GULF did not differentiate between residential and
commercial/industrial numeric godals as they were required to do in our proceduradl
orders. Rather, GULF lumped its recommended goals under one heading. We
have been able to allocate GULF's numeric goals under separate headings of
residential and commercial/industrial.

As we have previously noted, GULF did not include any of its existing
conservation programs in the CEGRR filing or in the final proposed numeric goals. In
its brief at page 68 LEAF stated "Moving from the deficient to ridiculous, GULF
reduced its meager RIM-based potential by 30%". GULF's own testimony indicated
that its two major programs (GULF Express program and GULF's audit program) had
exceeded original engineering estimates. (r. 1256, lines 4-12 & T-1256, Lines 13-T-
1267, Line 11)

Mr. Kilgore was requested to provide, as late filed exhibit Number 54, an
analysis of the effect of bundling of four direct load contfrol measures into one
measure(air conditioning. water heating, swimming pool pumps & space heating).
(Tr. 1296-1299) In that exhibit, GULF did not provide an analysis of the effect of
bundling those four direct load contfrol measures, but indicated that it would
investigate the matter further. GULF argues that it is a summer peaking utility and
therefore would receive little or no economic benefit from deferring water heating
and space heating in the winter. We do not accept GULF's argument. During the
summer the direct load control of water heatfing, air conditioning and pool pumps
should provide an economic benefit to a summer peaking utility, GULF did state In
late filed exhibit 54 that "The bundling of air conditioning and pool pumps appears
to be cost effective under certain conditions at the $349.00/kw value". The
$349.00/kw value mentioned is the cost of the avoided unit used by GULF in this
docket.

Affer reviewing the new allocation, as well as the numeric goals proposed by
the intervenors, we set a 100% RIM goal. This is consistent with the other investor-
owned utilities on a percentage of system load basis summary and is consistent with
other staff analyses in these dockets.
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We set GULF's residential conservation goals at the levels identified in the
FPSC column of the following table.

WINTER MW SUMMER MW ANNUAL GWH
GULF FPSC LEAFFS DCA GULF FPSC LEAF DCA GULF FPSC LEAF DCA

ElA FSEIA FSEIA

FCC FCC FCG
1994
1995 0 0 1 3 i 1 1 5 1 1 8 22
1996 0 0 1 6 1 2 2 10 2 2 20 42
1997 41 59 36 1 26 37 27 17 10 12 52 73
1996 82 17 m 16 51 72 5 27 31 29 107 12
1999 85 124 74 21 60 85 60 H 59 40 170 143
2000 87 126 76 24 72 103 73 40 89 44 199 166
2001 90 129 i) 28 83 118 83 48 123 48 229 192
2002 93 133 8 32 86 122 90 52 160 52 260 218
2003 96 137 84 35 88 126 97 &7 198 54 286 240

Note: The GWH energy goals for a speclfic year represent single-year impacts for all installations beginning in 1994 through that year.
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We set GULF's commercial/industrial conservation goals at the levels
identified in the FPSC column of the following table.

________ e 1
WINTER MW SUMMER MW ANNUAL GWH
GULF FPSC LEAF DCA GULF FPSC LEAF DCA GULF FPSC LEAF DCA
FSEIA FSEIA FSEIA
FCC FGCC FCC

1894

1985 7 10 12 2 9 3 23 7 0} - 3 24
1996 7 10 15 4 9 13 28 14 ) . 13 45
1997 7 10 18 8 9 13 34 23 @ - 33 77
1858 7 10 21 12 9 13 40 36 3) - 67 118
1999 7 1 24 15 10 15 47 46 3) . 108 152
2000 8 1 28 17 12 17 55 &3 (1) 2 125 177
2001 8 1 32 20 13 19 63 g2 2 5 145 204
2002 8 11 35 23 14 20 B89 70 7 7 164 231
2003 8 1" 39 25 15 22 76 77 13 8 181 255

Note: The GWH energy goals for a speclfic year represent singie-year impacts for all installations beginning in 1994 through that year.



Docket 080407-EG
Commission Order No.94-1313-FOF-EG
Exhibit JWD-1, Page 49 of 65
ORDER NO. PSC-94-1313-FOF-EG
DOCKETS NOS. 930548-EG, 930549-EG, 930550-EG, 930551-EG
PAGE 49

D.TECO NUMERIC GOALS

Witness McDonald stated that if the goals are intended to be "mandatory”,
he would not recommend using the "best practices' scenario In setting goals. Mr.
McDonald also stated that if the goals are set in ferms of "aspirations', he
recommends the "best practices’ scenario. (Ir. 2765-2766) As we have discussed
earlier, the utilities are expected to achieve the goals we set in this docket. We are
not setting aspirational goals.

Several intervenors have favored use of the SRC "best practices” scenario, as
adjusted., in setting goals. In most cases, this scenario shows demand and energy
savings significantly higher than the goals proposed by TECO. As stated by witness
McDonald, the "best practices" scenario assumes a ‘perfect program' where all
investment cost barriers are removed. (Ir. 2733) Mr. McDonald testified on cross
examination that the ideal circumstances required 1o make the "best practices'
scenario feasible do not exist. (Tr. 2734) In addition, no party was able to provide
the rate impacts of adopting godadls based on best practice." We decline to base
TECO's goals on the "best practice" scenario,

TECO's proposed goals are derlved from a combination of energy savings
fromn current programs and projected savings from additional measures. The
savings were adjusted from its "Gross RIM Portfolio." (Ex. 64, Ex. 152) Savings from
residential measures were weighted by 17 percent to capture free rider effects. A
risk factor of 20 percent was then applied to further reduce the savings. (Tr. 4949,
Ex. 152)

We support use of the RIM test as a framework for setting goals. The goals we
have set for TECO are identical to TECO's gross RIM portfolio listed in exhibit 64, We
disagree with the adjustments TECO has made to Ifs gross RIM portfolio. We find
that the 17 percent free rider adjustment to the overall residential savings under the
RIM test was arbitrary. We diso disagree with the use of the 20 percent risk
adjustment to the overall residential savings. These factors and their effect on cost-
effectiveness are better addressed at the program development stage of these
dockets, Witness McDonald stated that programs can be designed to minimize
free riders. (Tr. 2646) We do not believe that a blanket 17 percent reduction in
residential savings to assert for free riders is appropriate.
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TECO should evaluate free rider and risk effects on a specific basis in the
program development phase and properly apply these effects to the cost
effectiveness of the programs it proposes. (Ir. 1456)
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We set TECO's residential conservation goals at the levels identified in the
FPSC column of the following table.

WINTER MW SUMMER MW ANNUAL GWH
TECO FPSC LEAFFS OCA TECO FPSC LEAF DCA o FPSC LEAF DCA
EIAFCC FSEIA FSEIAF
FCC cC

1895 33 36 23 27 10 12 18 12 16 21 13 49
1995 65 72 47 55 19 23 37 24 30 4 51 9%
1995 97 107 70 83 29 35 &5 37 45 60 116 150
1898 130 142 92 112 38 45 73 439 59 80 207 201
1899 163 177 115 140 45 57 92 61 74 9 323 251
2000 195 211 138 167 56 68 109 73 88 118 366 300
20m 220 239 156 192 63 77 123 84 101 136 445 347
2002 244 266 174 215 69 85 137 84 115 184 499 388
2003 267 292 190 237 76 93 149 104 128 172 549 427
2004 290 318 a8 101 141 189

Note: The GWH energy goals for a specific year represent single-year impacts for all installations beginning in 1995 through that year.
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We set TECO's commercial/industrial conservation goals at the levels
identified in the FPSC column of the following table.

WINTER MW SUMMER MW ANNUAL GWH
TECC FPSC LEAF DCA TECO FPSC LEAF DCA TECO FPSC LEAF DCA
FSEIA FSEIA FSEIA
FCC FCC FCC

1995 1 2 4 13 2 7 15 12 9 29 8 62
1996 1 5 ] 27 4 13 3 24 17 59 32 125
1997 2 7 12 41 5 20 48 36 26 90 73 188
1998 3 8 17 55 8 27 66 48 36 120 13 253
1999 4 12 22 69 10 34 a2 59 44 151 204 316
2000 5 14 26 B2 12 40 98 T 53 181 244 377
2001 5 7 29 85 13 47 114 82 62 21 282 435
2002 & 19 33 106 17 53 127 92 3| 240 315 487
2003 ] 2 37 117 18 59 138 101 79 267 347 536
2004 7 23 20 85 88 292

Note: The GWH energy goals for a specific year represent single-year impacts for all installations beginning in 1995 through that year.

Xl. _MISCELLANEOUS ISSUES
A.LOW INCOME

We have previously decided not to set overall and end-use goals in this
docket. In keeping with this decision, we decline to set end-use goals for low
Income customers. Instead, each utility shall be required to address the availability
and satfuration of conservation programs by residential low income customers in
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program development. Utliities shall study and report to the Commission the level of
benefits avdilable to low income customers from utility conservation efforts. This
report should be filed with each utility's DSM Plan.,

All customers, including low-income customers, should benefit from RIM-
based DSM programs. This is because RIM-based programs insure that both
participating and non-parficipating customers benefit from utility-sponsored
conservation programs. Additional generating capacity is deferred and the rates
paid by low-income custormers are less than they otherwise would be. (Tr. 4311)

Florida's utilities need to work closely with agencies such as housing
authorities and other community groups to educate and provide information to low
income customers who may be able to take advantage of conservation programs.
Utilities are encouraged to participate in community groups that can facllitate
communication between the customer and the utility to promote conservation
programs that will not only benefit that participant, but also result in lower rates.
Utilitles are encouraged to conduct outreach programs to facilitate the
parficipation of low income customers. When utilities propose a residential
conservation program, the question of how they are going to facilitate the
participation of low income customers shall be made part of the narrative
describing the program. At reasonable intervals after the program is put in place,
the utility shall report back to the Commission on the level of participation from low
income customers they have achieved.

We believe that utilities should be sensitive to the special needs and
limitations faced by low income customers. Once overall goals have been
established in this docket, utilities must develop conservation programs to achieve
the goals. Care should be taken during program development to ensure that low
income customers have the opportunity to redlize savings from participation in
conservation programs. Each electric utility shall study and report to the
Commission the level of benefits available to low income ratepayers under the
ufility's DSM portfolio. Each electric utility is encouraged to develop and participate
in programs to help implement conservation in low income housing.

B. BUILDING CODE TASK FORCE
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One critical question considered at the hearing relates to enforcement of the
Florida Energy Efficiency Code for Building Construction by the local governments,
and the appropriate disposition of the 28 Code Uility Evaluation (CUE) measures for
inclusion in the code. Our Fourth Order on Procedure classified certain measures as
CUE. The utfilities were required to evaluate these measures separately from the Utility
Program (UP) mecsures. They were required to perform the Commission's cost-
effectiveness test required by Rule 25-17.008, Florida Administrative Code., as well as
the DCA's cost-effectiveness test, the Utility Composite Participant test.

Most of the 28 CUE measures did not pass the RIM or the TRC test, Many passed
the Utility Composite Paricipant test. The utilities did not include savings from the CUE
measures in their proposed godls. The utilities argue that these measures should be
further evaluated by DCA for inclusion in the building code. DCA asserts that
although some of the CUE measures are cost-effective to the participant, none are
likely to be added to the code as prescriptive (required) measures. (Tr. 3443) M.
Dixon indicated that a consensus is necessary to include a measure in the code, and
af times the political reality presents resistance to promulgating new rules, (Tr. 3464-65)
Mr. Dixon also testified that code compliance, not higher performance standards,
represent the major opportunity for improvements in building code efficiency. (Ir.
3443, 3448) Mr. Dixon provided examples of utility involverment which could be
pursued in Horida, such as: ratepayer incentives, technical assistance/training. and
financial assistance to state and local governments for code enforcement. (Tr. 3445,
3460)

DCA witness Dixon testified that it is the responsibility of local government and
the bullding code department and not the responsibility of the utility to ensure code
compliance. (Ir. 3430, 3457) We believe that code compliance Is a state and local
government issue and that DCA should pursue Legislative funding to better
accomplish this godal,

We suggest the formation of a task force, consisting of the Commission staff
and the staff of the DCA, to evaluate, at a minimum, the cost-effectiveness of the
building code, possible revisions to the code including the CUE measures, evaluation
of code compliance methodologies, and the possibility of legislation to promote and
encourage energy-efficient building procedures. We believe that if the building code
ls not the most cost-effective to the participant, we should explore reopening the
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service availability charge docket to impose an incrementally higher hook-up charge
to the inefficient customer/builder.

We find that DSM costs for new home construction programs which fail the
participant test, but pass the RIM test, or involve high thermal efficiency cogeneration,
natural gas end-use, renewables or solar, may be recovered through the energy
conservation cost recovery clause, along with lost revenue recovery and incentfives,
after approval by the Commission on a case-by-case basis.

C.LINKAGE BETWEEN BUILDING CODE OPTIONS AND UTILITY PROGRAMS

Compliance with the Florida Energy Efficiency Code for Building Construction Is
obtained one of two ways. The first way, called performance, requires the calculation
of an estimated annual energy target utilizing energy points awarded separately for
individual measures recognized in the code. (Tr. 3422) Compliance is achieved when
a threshold number of points is not exceeded, typically 100 for residential. Builders are
afforded the opportunity to trade-off efficiency points with various building code
options for most building components so long as the performance target is met. (r.
3422)

The second way, cdlled prescriptive, requires the inspection of prescribed
insulation levels, equipment efficiencies, maximum window area, and other standards
provided in one of the five or six optional packages. (r. 3423) It allows no trade-offs
among components to achieve overall efficiency.

The proper linkage of code options with DSM programs is limited primarily to the
performance method of code compliance. Unfortunately, the performance code in
its present form opens the door for the builder to pick and choose between bullding
components trading the efficiency gains of one measure for a less efficient measure
installed elsewhere in the dwelling. Consequently, as a result of this practice, there is
not an overall net gain in bullding performance. (Ir. 3425) Mr. Dixon acknowledged
the danger that a utility DSM program might provide an incentive for a high efficiency
measure that would be used in combination with other less efficient measures to
achieve only minimum compliance with the code, ultimately providing no net gain in
energy efficiency. (Tr. 3427)

Currently, two utilities are directly involved in the new home construction
market. FPL is evaluating the Build Smart research and development program, which
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has a high probability of being offered in the future after a determination of program
cost-effectiveness. (Ir. 4411) GULF continues to operate the Good Cents new
construction programs funded out of base rates. Fuel source neutraiity has historically
been a critical issue of concem with these types of programs, in cerfain instances
these programs may be used to promote one type of technology over the
technoclogy of a competing fuel.

Several parties to the docket advocate intferaction between the Commission
and the DCA. Therefore, we suggest the development of a task force, as previously
discussed, to address the complex problems which face the DCA and utilifies.

D.DEFINITION OF "REASONABLY ACHIEVABLE"

The term ‘reasonably achievable” in Rule 25-17.0021, Forida Administrative
Code, allows the Commission great discretion and flexibility in setting goails.

It is well settled in Florida that a standard of "reasonableness’ does not lend itself
to strict definition, but rather entails the exercise of judgement by the finder of fact.
For example, ‘reasonable care” must necessarlly vary under different conditions. It
cannot be measured or ascertained by any fixed and inflexible standard. Consumers'
Electric Light & St. R, Co. v Pryor, 32 So. 797 (Fla. 1902). "Reasonable prudence" cannot
be arbitrarily defined. The policy of law has relegated such questions to the jury. It is
their province to note the special circumstances and surrcundings of each particular
case. Hainlin v Budge, 47 So. 825 (Fla. 1908). What is a "reasonable time* o file a
pleading cannct be fixed with precision by any general rule. Chabot v Winter Park
Co.., 15 So. 756 (Fla. 1894). What is a "reasonable time" required to clear title to
property depends on the number and complexity of title clouds or defects, taking into
account the particular title problems in evidence. Houston v Whiteworth, 444 So. 2d
1095 (Fla. 4DCA, 1984). In determining what constitutes a ‘reasonable delay" for an
incarcerated defendant, the Court must consider all relevant circumstances. There is
no bright-ine rule; each case must be assessed on its own particular facts., U.S. v
Noriega. 746 F. Supp. 1548, 1561 GS.D. Fla. 1990). Since the question of what is
‘reasonable time" for a Chapter 13 debtor to cure a default is not addressed by the
Bankruptcy Code, the determination is left 1o the discretion of the court and is fo be
decided based on the facts and equities presented in each case. In re Hickson,
Bkrtcy. Fla., 52 B.R. 11, 13 (S.D. Fla. 1991). "Reascnable diligence" on the part of a
debtor to uncover the idenfities and claims of unknown creditors will vary from
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context to context, and may depend on the nature of the property interest held by
the debftor. Inre Charter Co., 125 B.R. 650, 655 (M.D. Fla. 1985). The word "reasonable”
is a generic term, elasfic in its nature; it connotes action according to dictates of
reason. Quellet v _Shapiro, 212 A2d 708, (ConnApp. 1965). The guestion of
‘reasonable use" should be submitted 1o the jury. Forida Power Co, v Cason, 84 So.
921 (Fla. 1920).

it is likewise apparent that the term "reasonably achievable" does not lend itself
to strict definifion, but rather entails the exercise of discretion by the Comrnission.
‘Regsonably achievable' goals would not include godls that are impossible to
achieve; nor would overall goadls requiring no effort to achieve be considered
‘reasonably achievable' There is a broad range of discretion between these
extremes. The term ‘reasonably achievable” dllows us to exercise broad discretion in
setting godals appropriate to carry out the intent of FEECA.

We belleve the godls we have set in this docket are ‘reasonably achievable'.
We expect Foridd's investor-owned utilities to meet or exceed these godls.
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Xll. COMPARISON OF GOALS FOR THE YEAR 2003
COMPARISON OF RESIDENTIAL GOALS IN 2003
FPL FPC TECO GULF
MW/GWH | % MW/GWH | % OF MW/GWH | % OF MW/GWH | % OF
OF 8YS SYS SYS 8YS
Summer 631 37 174 18 76 2.4 88 37
Winter
GWH
FPL FPC TECO GULF
MW/GWH | % MW/GWH | % CF MW/GWH | % MW/GWH | %
OF 5YS OF OF
8YS 5YS SYS
Summar 895 52 209 2.6 a3 29 128 53
Winter 765 4.4 483 52 292 8.2 137 6.6
GWH s
FPL FPC TECO GULF
MW/GWH | % MW/GWH | % MW/GWH | % MW/GWH | %
OF OF OF OF
8YS§ 8Ys SYS 8YS
Summer 770 45 318 4.0 106 34 138 58
Winter
GWH

FPL

FPC

TECO

GULF

MW/GWH

%
OF
5YS

MW/GWH

%
OF
SYS

MW/GWH

%
OF
8YS
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%
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8YS
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Summer 2,084 122 65 0.8 193 6.1 54 23
Winter 836 4.8 a3 1.0 72 2.1 25 1.2
GWH 4,873 49 449 1.0 373 241 212 2.0

Note: 1 GWH = 1,000,000 KWH
1 MW = 1,000 KW
Building code effects excluded from above.
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COMPARISON OF COMMERCIAL/INDUSTRIAL GOALS IN 2003

FPL FPC TECO GULF
MW/GWH | % OF MW/GWH | % OF MW/GWH | % OF MW/GWH | %
SYS SYS 8YS OF
SYS
Summer 420 25 68 0.8 18 0.6 15 0.6
Winter
GWH
FPL FPC TECO GULF
MW/GWH | % MW/GWH | % MW/GWH | % MW/GWH | %
OF OF OF OF
8YS SYS 5YS SYS
Summer 622 2.6 84 1.1 59 1.9 22 0.9
Winter
GWH
FPL. FPC TECO GULF
MW/GWH | % MW/GWH | % MW/GWH | % MW/GWH | %
OF OF OF OF
SYS SYS SYS 8YS
Summer 853 50 347 4.4 97 31 76 3.2
Winter 254 1.4 250 2.7 3 0.9 53 25
GWH 1,339 14 671 16 436 2.4 128 1.2
EST PRACTICES” GOALS
FPL FPC TECO GULF
MW/GWH | % OF MW/GWH | % MW/GWH | % MW/GWH | %
SYS OF OF OF
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SYS 8YS SYs
Summer 1,058 6.2 178 2.2 181 57 77 3.2
Winter 232 1.3 60 06 43 1.2 25 12
GWH 3,081 341 732 1.7 523 2.8 255 2.4
Note: 1 GWH = 1,000,000 KWH
1 MW = 1,000 KW
Building code effects excluded from above.
Based on the foregoing, it is,

ORDERED by the Florida Public Service Commission that
The annual conservation goals for Fleorida Power and Light Company,
Florida Power Corporation, Tampa Electric Company and Gulf Power
Company shall be as set forth in the FPSC column of the utility-
specific tables within the body of this order. Each utility 1is
expected to achieve or exceed its conservation goals on an annual
basis. It i1s further

ORDERED that regidential conservation goals for Florida Power
and Light Company shall be 765 MW Winter, 895 MW Summer, and 1,030
GWH, for the ten vyear period 19%4 through 2003. Residential
conservation goals for each year within the ten year period shall be
as set forth in the table within the body of this order. It is
further

ORDERED that commercial/industrial conservation goals for
Florida Power and Light Company shall be 245 MW Winter, 622 Mw
Summer, and 832 GWH for the ten vyear period 1994 through 2003.
Commercial/industrial conservation goals for each yvear within the ten
year period shall be as set forth in the table within the body of
this order. It is further

ORDEREL that residential conservation goals for Florida Power
Corporaticn shall be 483 MW Winter, 209 MW Summer, and 184 GWH, for
the ten year period 1994 through 2003. Residential conservation
goals for each year within the ten year period shail be as set forth
in the table within the body of this order. It is further

ORDERED that commercial/industrial conservation goals for
Florida Power Corporation shall be 64 MW Winter, 84 MW Summer, and
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336 GWH for the ten year pericd 1994 through 2003.
Commercial/industrial conservation goals for each year within the ten
year period shall be as set forth in the table within the body of
this order. It is further

ORDERED that residential conservaticn goals for Tampa Electric
Cempany shall be 252 MW Winter, 93 MW Summer, and 172 GWH, for the
ten year period 1%94 through 2003. Residential conservation goals
for each year within the ten year period shall be as set forth in the
table within the body of this order. It is further
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ORDERED that commercial/industrial conservation gcals for Tampa
Electric Company shall be 21 MW Winter, 59 MW Summer, and 267 GWH for

the ten year period 139%4 through 2003. Commercial/industrial
conservaticn goals for each year within the ten year period shall be
as set forth in the table within the body of this order. It is
further

ORDERED that residential conservation goals for Gulf Power
Company shall be 137 MW Winter, 126 MW Summer, and 283 GWH, for the
ten yvear period 1994 through 2003. Residential conservation goals
for each year within the ten vear period shall be as set forth in the
table within the body of this order. It is further

ORDERED that commercial/industrial conservation goals for Gulf
Power Company shall be 11 MW Winter, 22 MW Summer, and 18 GWH for the
ten vyear period 1954 through 2003. Commercial/industrial
conservation goals for each year within the ten year period shall be
as set forth in the table within the body of this order. It is
further

ORDERED that Fleorida Power and Light Company, Florida Power
Corporaticn, Tampa Electric Company and Gulf Power Company shall
achieve or surpass the annual conservation goals set forth in this
order. Any utility that does not achieve its annual conservation
goals shall be subject to penalty. It is further

CRDERED that wupon petition from a wutility, 1lost revenue
recovery and stockholder incentives shall be considered by the
Commission on a case-by-case basis for measures such as solar water
heating, pnotovoltaics, high efficiency on-gite cogeneration,
renewable resources, end-use natural gas, and commercial lighting,
that pass the total rescurce cost test and result in large savings
and small rate impacts. It is further

ORDERED that Florida Power and Light Company, Florida Power
Corporaticn, Tampa Electric Company, and Gulf Power Company shall
consider the development of alternate funding sources, such as
voluntary "green pricing®, to promote the installation of solar water
heating and other renewable measures, and submit alternate funding
proposals to the Commission during the program development and
submittal stage of the conservation goals process. It is further
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ORDERED that Flecrida Power and Light Company, Florida Power
Corporation, Tampa Electric Company and Gulf Power Company shall
conduct natural gas research and demonstration projects in the
functicnal areas of heating, cooling, dehumidification, and water
heating, and shall submit project plans for Commission approval
within six months of the issuance of this order. It is further

ORDERED that Florida Power and Light Company, Florida Power
Corporation, Tampa Electric Company and Gulf Power Company shall
study and report to the Commission on the level of benefits available
to low income ratepayers under the utility's DSM portfolioc and
outlining the efforts the wutility will take to facilitate
participation of 1low income ratepayers 1in utility conservation
programs. This report shall be filed with each utility's DSM plan
during the ©program development and submittal stage o©f the
conservation goals process. It is further

ORDERED that a task force shall be created, consisting of staff
cf the Florida Public Service Commission and staff of the Florida
Department of Community Affairs, to evaluate the cost-effectiveness
cf the building code, possible revisions to the building code,
evaluation of code compliance methodologies and the possibility of
legislation to promote and encourage energy-efficient building
procedures. It is further

ORDERED that Florida Power and Light Company, Florida Power
Corpeoration, Tampa Electric Company and Gulf Power Company shall
conduct themselves in accordance with any and all requirements set
ferth in the body of this order. It is further

ORDERED that these dockets shall be closed.

By ORDER of the Florida Public Service Commission, this 25th
day of October, 1994.
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BLANCA S. Bay(d, Director
Division of Records and Reporting

( SEAL)

MAP

NOTICE OF FURTEER PRCCEEDINGS OR JUDICIAL: REVIEW

The Florida Public Service Commission is reguired by Section
120.59(4), Florida Statutes, to notify parties of any administrative
hearing or judicial review of Commission orders that 1s available
under Sections 120.57 or 120.68, Florida Statutes, as well as the
procedures and time limits that apply. This notice should not be
censtrued to mean all reguests for an administrative hearing or
judicial review will be granted or result in the relief sought.

Any party adversely affected by the Commission's final action
in this matter may request: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
Records and Reporting within fifteen (15) days of the issuance of
this order 1in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme
Court in the case of an electric, gas or telephone utility or the
First District Court of 2ppeal in the case of a water or sewer
utility by filing a notice of appeal with the Directcr, Division of
Records and Reporting and filing a copy of the notice of appeal and
the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the igsuance of thig order,
pursuant to Rule 9.110, Florida Rules of Civil Procedure. The notice
of appeal must be in the form specified in Rule 5.%00 (a), Florida
Rules of Appellate Procedure.




