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PROCEEDTINGS

{(Transcript follows in sequence from

Volume 6.}

CHAIRMAN CARTER: 1'd like to call this
hearing tec order. Geod morning to everyone. I hope
everybody had their wheaties this morning. I had an

extra bowl myself, so.

Let's see. Staff, are there any preliminary
matters?

MS. FLEMING: Chairman, T'm not aware of any
preliminary matters.

CHAIRMAN CARTER: Okay. Then who's on firstc?

Mr. Cavros, call your next witness.

MR. CAVROS: Good morning, Mr. Chairman. I'd
like to call Mr. Wilson, John Wilson, to the stand.

CHAIRMAN CARTER: John Wilson.

MS. FLEMING: Mr. Chalrman, if I may.

CHAIRMAN CARTER: Yes, ma'am.

MS. FLEMING: Locking at cur order of
witnesses, there's a Mr. Cavanagh that was listed priox
to this that was stipulated and excused. I would
suggest we move in --

CHAIRMAN CARTER: Okay. Let's do that then.
Who's moving in Mr. Cavanagh?

MR. CAVROS: I move in Mr. Cavanagh.

FLORTDA PUBLIC SERVICE COMMISSION
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CHAIRMAN CARTER: Okay. The prefiled
testimony of the witness will he inserted into the
record as though read.

Are there any exhibits for Mr. Cavanagh?

MS. FLEMING: There doesn't appear to be any.

CHAIRMAN CARTER: Okay. Without objectiocn,

show 1t done.
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Please state your name and business address.

A. Ralph Cavanagh, 111 Sutter St., 20th floor, San Francisco, CA 94104.

Q. On whose behalf are you testifying?
Al I am testifying on behalf of the Natural Resources Defense Council (“NRDC™)

and the Southern Alliance for Clean Energy.

Q. Mr. Cavanagh, by whom are you employed and in what capacity?

A. I am a Senior Attorney and Co-Director of the Energy Program at NRDC, which
is a national non-profit environmental organization with more than 650,000 members.
Since 1970 our lawyers, scientists and other environmental specialists have been working
to protect the world’s natural resources and improve the quality of the human

environment.

Q. Please summarize your qualifications.

A. I am a graduate of Yale College and Yale Law School, and I joined NRDC in
1979. I am a member of the faculty of the University of Idaho’s Utility Executive
Course, and I have been a Visiting Professor of Law at Stanford and UC Berkeley (Boalt
Hall). From 1993-2003, I served as a member of the U.S. Secretary of Energy’s
Advisory Board. My current board memberships include the Bonneville Environmental
Foundation, the Center for Energy Efficiency and Renewable Technologies, the
California Clean Energy Fund, and the Northwest Energy Coalition. I have received the
Heinz Award for Public Policy (1996) and the Bonneville Power Administration’s Award

for Exceptional Public Service (1986).
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Q. Why have NRDC and SACE intervened in this proceeding?

A. NRDC and SACE applaud Florida’s efforts in passing the 2008 Energy Act (HB
7135), which amended the Florida Energy Efficiency and Conservation Act (“FEECA™).
Through its amendments, the legislature recognized the extraordinary potential for
increasing energy cfficiency in Florida and the tremendous benefits that will accrue to the
State from doing so. NRDC and SACE have intervened in order to help ensure that the
promise of this bill is achieved by setting strong energy efficiency goals and providing
the framework that will encourage Florida’s utilities to dramatically increase their cost-
effective energy efficiency accomplishments. QOur members are utility customers who
place a high value on a clean and healthy environment, and our interest is in maximizing
utility investments in cost-effective energy efficiency, which is both the cleanest and
cheapest resource to meet customers’ needs. Energy efficiency is the most cost-effective
way to reduce greenhouse gas emissions and other pollutants associated with power
generation, while also strengthening our economy, improving our energy security and
reducing costs for consumers. All of these benefits were explicitly recognized by the
legislature in its amendments to FEECA.!

Q. What issues will you cover in your testimony?

A. My testimony will focus on two issues. First, considering the recent amendments
to FEECA, 1 will address which cost-effectiveness tests should be used in determining
whether the elements of a utility’s portfolio of energy efficiency programs are cost-
effective. This is identified as issue 7 in the PSC Staff issues list. Second, I will address

whether it is appropriate to provide performance-based incentives to utilities that achieve

! Fla. Stat. § 377.601 (2008).
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significant levels of cost-effective energy efficiency savings. This is identified as issue 6

in the PSC Staff issues list.

L COST-EFFECTIVENESS TESTS FOR ENERGY EFFICIENCY MEASURES

Q. Which cost-effectiveness tests do you believe are required by amendments

made to FEECA in the 2008 Energy Act?

A The legislature required that the PSC “evaluate the full technical potential of all

available demand-side and supply-side conservation and energy efficiency measures” and
then set goals using two cost-effectiveness tests, articulated in amended sections 366.82
(3)(a) and 3(b).2 First, in section 3(a), the legislature required the “Participant Test”
when it required the PSC to consider “the costs and benefits to customers participating in
the measure.”

Second, in section 3(b), the legislature required the Total Resource Cost {(“TRC™)
Test. This 1s readily apparent from the language of the amendment. Section 3(b})
mandates that the PSC consider “[t]he costs and benefits to the general body of ratepayers
as a whole, including utility incentives and participant contributions.” TRC is the cost-
effectiveness test that focuses on the “general body of ratepayers as a whole.” It does this
by considering the total costs of an energy-efficient measure, no matter who pays for it,
as well as the cost of implementing the efficiency program, and comparing that to the
benefit the measure provides to the participant and all the utility’s customers including
avoided generation, transmission, distribution, and environmental costs.? In addition,

TRC, unlike several of the other tests, includes both utility incentives and participant

2 Fla. Stat. 366.82 (3) (2008).

3 Fora general discussion of the TRC test and what costs and benefits are included in its calculation, see
National Action Plan for Energy Efficiency, July 2006, pp. 6-22 and 6-23,
www.epa.povi/cleanenergy/enerpy-programs/napee/resources/action-plan.btml.
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contributions. It does this by considering the total cost of the measure regardless of how
that cost may be divided between the utility and participants. The PSC Cost-
Effectiveness Manual defines the TRC to be “based on the total costs of the program,
including both the participants' and the utility's costs.” 4 Indeed, the TRC test used to be
called the “All Ratepayers Test.” The TRC test is clearly the best and only proper
interpretation of the law’s requirement.

Q. Does the legislative history of the 2008 Empergy Act support your
interpretation?

A. It does. I am aware of two Legislative reports, both of which confirm this view.
As described in the testimony of John D. Wilson, these reports are the Florida House of
Representatives’ 2008 Legislative Session End of Session Report and the House of
Representatives Staff Analysis of HB 7135 for the Committee on Energy and the -
Envircnment & Natural Resources Council. Both of these reports paraphrase the
language of 3(a) and 3(b) and explain, in parenthesis, the respective tests that language
describes. For 3(a) it is the “(Participants test)” and for 3(b) it is “(similar to a Total
Resource Cost test or TRC test but including the costs of incentives).” As I have noted,
the TRC test as traditionally applied includes the costs of incentives, although the
incentive cost is typically not separately broken out from the rest of the cosis of
implementing the efficiency program; rather, the incentive as well as the pasticipant

contribution are both included as part of the total measure cost.

4 Cost Effectiveness Manual for Demand Side Management and Self Service Wheeling Proposals at 5.
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Q. Is use of the Rate Impact Measure test (RIM) to evaluate cost-effectiveness
consistent with the 2008 Energy Act?

A, No, it is not. The RIM test is not consistent with either of the tests required by the
legislature. As its name implies, the RIM test addresses the impact of energy efficiency
programs on utility rates. Nowhere in the amendments is there any discussion concerning
impacts on rates. Moreover, RIM is incompatible with the language of both 3(a} and
3(b). Rather than focus on participants, as required by 3(a), or the “general body of
ratepayers as a whole,” as required by 3(b), RIM focuses exclusively on rates and
particularly on potential impacts to non-participants. RIM is further inconsistent with
3(b) because it excludes both the participants’ contributions and the participants’ benefits,
which come in the form of reduced energy expenditures and lower energy bills.

Even if the language were not as clear as it is, the amendment should be read in
the context of the legislature’s effort to effect a change in the way Florida’s utilities and
the PSC have evaluated energy efficiency measures in the past so that Florida can start
taking advantage of cost-effective energy efficiency opportunities. The use of the RIM
test in the past has significantly constrained investments in energy efficiency, leaving
significant cost-effective opportunities untapped. Viewed in this context, the amendment
makes perfect sense, because switching from the RIM test to the TRC test is absolutely

critical if Florida is going to make sustained progress on energy efficiency.
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Q. Are you familiar with the arguments presented by some of the utilities for
why they believe the RIM test is more consistent with the FEECA amendments than
the TRC test?

A. Yes, and I do not find them to be in the least bit convincing. First, Mr. Steve Sim,
of Florida Power and Light, and Mr. James Dean, argue that TRC is not consistent with
the amended section 3(b) because it “disregards incentives paid to customers.”™ This is
simply not correct. As the PSC’s Cost Effectiveness Manual indicates, TRC includes the
“total costs of the program, including both the participants’ and the utility’s costs.”® Mr.
Sim and Mr. Dean are correct that when applying the TRC test it is not necessary to
separately distinguish what portion of a measure cost is paid for by the utility incentive
versus the participant. Because both are added together as part of the total cost, there is
no need to separate them out. As the Cost Effectiveness Manual indicates, “[a]ll
equipment costs, installation, operation and maintenance, and administration costs, no
matter who pays for them, are included in” the TRC test.

As 1 noted previously, the RIM test cannot be reconciled with section 3(b)
because it fails to include the participant contribution, as the legislature explicitly
requires. Mr. Sim attempts to get around this problem by suggesting that the Participant
Test can satisfy not only section 3(a) but also the “participant contribution” requirement
in section 3({b), while RIM satisfies the other elements of 3(b).” Mr. Sim goes on to argue
that if the Participant Test and TRC test are both used then participant contributions will

be “double count[ed].” This assertion makes no sense. Mr. Sim has improperly

5 Testimony of James W. Dean at 23; see also Testimony of Steve R. Sim at 24.
6 Cost Effectiveness Manual for Demand Side Management and Self Service Wheeling Proposals at 5.
7Sim Testimony at 24.
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collapsed and intermingled the two separate cost-effectiveness tests required. Clearly,
the legislature has required that the PSC consider the Participant test in section 3(a) and
then, as a single, separate and independent test, the TRC test in section 3(b). Moreover,
the fact that participant contributions figure in both tests is not double counting, because
cach test reveals cost-effectiveness from a different perspective (and in any event, the
legisiature has made the decision to apply them both). The TRC test evaluates efficiency
programs from the perspective of all utility customers, and the Participant test adopts the
perspective of customers participating in the efficiency programs; both provide valuable
msight in designing, and evaluating whether to authorize, efficiency programs.

Q. From a policy perspective, is the TRC or RIM test preferable?

A. The TRC test is by far the superior test from a policy perspective. The PSC’s
objective should be to minimize the total cost to customers of receiving reliable energy
services. The TRC test is the only cost-effectiveness test that takes this perspective; it
evaluates efficiency from the perspective of all customers and includes the total costs
{including both program and incremental measure costs) and benefits to customers.

By focusing on short-term rate impacts only, the RIM test eliminates numerous
highly cost-effective efficiency measures that, if adopted, will reduce customers’ energy
bills, lower overall energy costs, and, by avoiding the cost of new generation, may also
reduce rates over the long term. As Bob Trapp of the PSC explained in a presentation to
the Florida Legislature last year, under the RIM test “[p]rograms with relatively higher
kWh reductions will result in higher revenue losses and reduce the potential to be cost-

effective under RIM.”® As this correctly indicates, use of the RIM test discourages

8 See Exhibit JDW 7 (attached to testimony of John D. Wilson).
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adoption of most energy efficiency measures. Indeed, defenders of the RIM test are
driven to a logical absurdity: a utility must reject even energy efficiency programs that
deliver savings at no cost whenever the utility’s marginal costs of generation dip below
its retail rates.’

It makes far more sense from a policy perspective to focus not on rates but on
total utility bills. After all, are customers really worse off if, for a constant level of
service, their rates go up but their bills go down? Both our economy and environment are
better off when total energy bills and total energy sales are reduced through cost-effective
energy efficiency. The best test to determine whether an energy efficiency measure will
achieve this result is TRC, which appropriately considers the total costs and total benefits
of energy efficiency measures.

Q. But isn’t the RIM test needed to protect nonparticipants in energy efficiency
programs?

A. That is not an argument for withholding investment in energy efficiency; it's an
argument for ensuring that opportunities to participate in efficiency programs are widely
available. [f, for example, Florida utilities were pursuing all cost-etfective efficiency
resources throughout their systems, then few if any customers would not be in a position
to benefit within a reasonable time period. Nonparticipant equity only becomes an issue
when all a utility is offering is minimal opportunities to participate in its efficiency
programs; the remedy lies in substantially expanding the scope of the effort, not

retrenching. Moreover, the PSC’s objective should be to minimize the total cost to all

9 This reflects the fact that, whenever marginal costs of generation are lower than retail rates, even a
kilowatt-hour saved al no cost reduces utility revenues more than it avoids in generation cosis, resulting in
a potentially minute but negative shori-term rate impact. The RIM test elevates short-term adverse impacts
on utility revenues above both short- and long-term reductions in customers’ bills.
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customers of receiving reliable energy services. Just as the PSC does not make
investments in supply-side resources hinge on the impact on “non-participants” in load
growth, it should not make investments in cost-effective demand-side resources depend

on having no impact on any customer.

Q. But won't there be substantial numbers of nonparticipants, particularly low-
income households, no matter how a program is designed?
A. Tﬁat issue figured prominently in the design of the Hood River Conservation
Project, the most exhaustive test of energy efficiency potential ever conducted. Ina
demographically representative Northwest county in the mid-1980s, more than 90% of
eligible households accepted utilities’ invitations to contribute to a county-wide
conservation resource, and participants were less wealthy, on average, than
nonparticipants.!® I helped design this project, which realized its goal of offering the
region's utilities a blueprint for marketing energy efficiency effectively to diverse
constituencies. After Hood River, utilities should not be questioning the feasibility of
high participation rates. Moreover, in the ensuing two decades, utilities across the United
States have accumulated a wealth of experience in targeting efficiency programs
specifically to low-income customers and communities. I am sure that Florida’s utilities
would indignantly reject any suggestion that they could not sustain a leadership record on
this score.

The potential universe of participants in utility-sponsored energy efficiency
programs is substantially larger than that of nonparticipants. Under a properly structured

schedule of efficiency program offerings, whether one is a participant would generally be

10 gee Cavanagh and Hirsh, The Nation’s Conservation Capital, Amicus Journal (1987), p. 38.
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a matter of personal choice; no one would be excluded by virtue of income, for example,
and all major uses of electricity would be covered. At that point, a no-losers test becomes
a "hardly-any-winners" test; energy efficiency programs are withheld from the many to
avoid any impact on the few. And the system as a whole pays higher than necessary
power bills. There is no perfect justice under any energy efficiency (or power plant)
investment regime, but substituting widespread participation for no-losers tests is a
distinct improvement from an equity standpoint. And of course there are no
“nonparticipants” in the many systemwide benefits associatéd with cost-effective
efficiency, which helps assure resource adequacy and reliable service for all while
reducing environmental damage that all would find unwelcome.

Q. Should steps be taken to assist low-income households in participating in
energy efficiency programs?

A. Absolutely. Florida utilities should make sure to design programs that will reach
out to and provide additional assistance to those households. Importantly, these programs
can be designed such that, even when additional assistance is provided, the programs
remain cost-effective.

It is also useful to bear in mind that since use of the RIM test drastically reduces
investments in cost-effective efficiency, low income households will suffer even more as
they will, over the long run, end up paying even higher energy bills when increasing
demand forces utilities to add additional expensive new capacity to the system. In
contrast, under well-run programs using the TRC test, all households from low-income to
well-off can lower their electricity bills even if there may be a slight near-term increase in

rates.

10
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Q. How do you respond to Mr. Dean’s testimony concerning past decisions of
the PSC in which it relied on the RIM test to set energy efficiency goals?

A. I believe the past decisions discussed by Mr. Dean are of very little relevance to
the questions now before the PSC because those decisions were made prior to passage of
the FEECA amendments in the 2008 Energy Act.!! Prior to these amendments, the
Commission had considerably more discretion to select the cost-effectiveness test it
found most appropriate at the time. The PSC is now operating in a significantly different
legal framework because the Florida legislature has, for the first time, provided the
Commission explicit direction as to the cost-effectiveness tests it must use. To the extent
that the past decisions endorsing the RIM test are relevant at all, it is to show the context
within which the Florida legislature acted. And as | explained previously, this context-
supports my reading of the statute. Indeed, if, as Mr. Dean contends, the amendments
require continued use of the RIM test, one would have to wonder why the legislature
acted at all.

Q. Is the utility’s decision to set goals using the RIM test the only problem with
the potential study completed by the utilities?

A. No. Using the RIM test is one of the key problems but there are other serious
problems with the potential study as well. 1 have reviewed the testimony of Phil
Mosenthal and William Steinhurst and it is clear that the analysis of economic and
achievable efficiency potential contains significant additional problems, such as the
omission of any efficiency measures that have a pay-back of less than two years. These

flaws are substantial and in many cases obvious and, in order to set strong goals and meet

I Dean Testimony at 6.

11
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the law’s requirement, the PSC must both require use of the TRC test and correct these
Errors.
1I. THE NEED FOR INCENTIVES TO UTILITIES FOR ENERGY EFFICIENCY
Q. Do you believe that it would be appropriate to create performance-based
incentives to encourage Florida Utilities to achieve significant levels of customer-
owned and utility-owned energy efficiency?
A. Yes, performance-based incentives are needed to help Florida capture all cost-
effective efficiency savings and the accompanying economic and environmental benetits.
But performance-based incentives should only be adopted if the PSC first sets strong
efficiency goals. At present, the utilities have proposed goals of between zero and just
over (1.1 percent of sales per year. These goals are appallingly low and their achievement
would not merit payment of any reward.!? However, if the PSC were to adopt more
aggressive goals on the order of those recommended by Mr. Steinhurst and Mr.
Mosenthal, 1 believe that it would be appropriate to establish an incentive that will allow
utilities an opportunity to share in the net benefits that cost-effective efficiency programs
provide customers and, in the process, encourage the utilities to excel at delivering
energy efficiency programs that lower customer bills.

In fact, the extremely low goals proposed by the seven utilities shows that under

the existing utility regulatory structure, the utilities have strong disincentives to support

12 The following two reports by the American Council for an Energy-Efficiency Economy (ACEEE), show
that the top states generally achieve savings of more than 1% of sales each year. Nadel, S., Energy
Efficiency Resource Standards: Experience and Recommendations, ACEEE Report E063, March 2006.
Kushler, M. et al, Meeting Aggressive New State Goals for Utility-Sector Energy Efficiency: Examining
Key Factors Associated with High Savings, ACEEE Report EG91, March 2009. See also N. Hopper, G.
Barbose, C. Goldman and Jeff Schlegel, Energy Efficiency as a Preferred Resource: Evidence from Utility
Resource Plans in the Western United States and Canada (Lawrence Berkeley Laboratory, LBNL-1023E,
September 2008) (reviewing energy efficiency targets for major California, Northwest and Western
utilities, all of which are well above the Florida utilities’ proposed goals).

12
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energy efficiency. The PSC’s current regulatory regime creates two primary
disincentives, which, perversely, financially harm utilities that lower customer bills
through efficiency investments. First, traditional ratemaking ties utilities’ recovery of
authorized fixed costs to sales, such that efficiency programs that reduce sales jeopardize
the utilities’ financial health. Second, by investing in efficiency programs that reduce
sales, a utility foregoes an opportunity to invest in supply-side resources and earn its
rate of return on that capital investment. Under this structure, the PSC effectively
penalizes utilities for saving customers money through energy efficiency.

The PSC can and should eliminate these disincentives, and create a positive
incentive, for the utilities to capture all cost-effective efficiency savings. The incentive
structure under which the utilities operate (meaning the collective impact of the
incentives and disincentives they face) is a matter of utmost importance, because it guides
the utilities’ decision-making and ultimately their impact on society and the environment.
Indeed, I believe that one of the fundamental goals of the Commission should be to create
an appropriate incentive structure to help align the utilities’ decisions and investments
with the public interest. As regulated entities, the utilities’ incentive structure is
determined by the Commission. The goal should be to establish an incentive system
under which the utilities benefit the most when they minimize the life-cycle cost of
reliable service for customers. Two decades ago, the National Association of Regulatory
Utility Commissioners (NARUC) urged its members to “ensure that the successful
implementation of a utility’s least-cost [investment and. procurement] plan is its most

profitable course of action.”’® The resolution framed the term “least-cost” over an

13 NARUC, Profits and Progress Through Least-Cost Planning, at 57 (November 1989) (from Resolution
in Support of Incentives for Electric Utility Least-Cost Planning, adopted July 27, 1989).

13
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extended time horizon. Congress endorsed NARUC’s objective in the National Energy
Policy Act of 1992, for both electric and gas utilities, although the final decision remains
with state regulators.!4 All regulation creates financial incentives and disincentives for
the utilities, so the question is not if the PSC should provide incentives, but how to align
the utilities’ incentives with customer interests and the goals of providing affordable,
reliable, and environmentally sensitive energy services.

Ultimately, the PSC should decouple utility revenues from sales to eliminate the
first disincentive, and I understand that the PSC has begun to look into decoupling and I
urge it to continue doing so. Revenue decoupling uses small, regular rate true-ups to
enable utilities to recover their authorized fixed cost revenues (no more and no less) when
actual sales deviate from forecasts, while continuing to serve customers with volumetric
rates that provide an incentive for them to use energy more efficiently. This is an
essential policy that must be adopted to unlock the full potential for cost-effective
effictency savings.

Revenue decoupling is necessary, but not sufficient, to truly succeed with
efficiency. 1 also strongly urge the PSC to adopt a performance-based incentive
mechanism to make energy efficiency a core part of the utilities’ business model, level
the playing field with competing supply-side investments, and encourage the utilities to
meet or exceed energy saving goals. In order to align utility shareholder and customer
interests, the performance-based incentive mechanism should give the utilities an
opportunity to retain a portion of the net economic benefits their efficiency programs

provide to customers. This type of mechanism, often known as a ‘“shared savings”

14 gee 16 USC section 2621 (d)(8).
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incentive, creates a “win-win” opportunity by encouraging utilities to maximize the net
benefits customers receive. Incentives have been used effectively in numerous states
around the country including Minnesota, California, and Ohio.!*

I would not recommend that the PSC determine a performance-based incentive
mechanism as part of this proceeding. Here, the PSC should focus on setting robust
energy efficiency goals. Once those goals are in place, I suggest the PSC undertake a
separate proceeding to determine the incentive mechanism. By combining aggressive
energy saving goals with revenue decoupling and performance-based incentives for
energy efficiency, the PSC can enable utilities to become full partners in this effort to

reap the tremendous environmental and economic benefits of increasing our energy

efficiency.
Q. Daoes this conclude your testimony?
A. Yes.

'S For a detailed discussion of energy efficiency incentive mechanisms, see National Action Plan for
Energy Efficiency, Aligning Utility Incentives with Investments in Energy Efficiency, November 2007,
www.epa.pov/RDEE/documents/incentives. pdf.
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CHATIRMAN CARTER: Thank you. You may proceed.
JOHN WILSON
was called as a witness on behalf of NRDC and SACE and,
having been duly sworn, testified as follows:
DIRECT EXAMINATION

BY MR. CAVROS:

Q. Please state your name and business address
for the record, please.

A, My name 1s John D. Wilson. My business

address is 34 wWall Street, Sulte 607, aAsheville, North

Carolina.
Q. And have you, have you been sworn in?
A. Yes, 1 have.

Q. And have vou prepared and caused to be filed
38 pages of prefiled direct testimony and Exhibits JDW-1
to JDW-67?

A. Yes.

Q. Qkay. And do vyvou have any changes or
revisions to your direct testimony or exhibits?

A, Yes, I do. In my direct testimony on Page 2,
Line 3 should have been -- was inadvertently left in the
testimony and should be removed.

0. And I apologize. I forgot -- T left out one
exhibhit of yours, JDW-7. Have you prepared and caused

to be filed JDW-7 as well?

FLORIDA PUBLIC SERVICE COMMISSION
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A. Yes, 1 have.

Q. Thank you. aAnd if I asked you the same
questions contained in your prefiled direct testimony
and exhibits, would your answer be the same?

A, Yes.

MR. CAVROS: I would ask that Mr. Wilson's
prefiled direct testimony be entered into the record as
though read.

CHAIRMAN CARTER: The prefiled testimony of
the witness will be inserted into the record as though

read.

FLORIDA PUBLIC SERVICE COMMISSION
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Q. Please state your name, business address, and employer.

A. My name is john D. Wilson. | am Director of Research for Southern Alliance for Clean Energy, 34

Wall Street, Suite 607, Ashevilie, North Carolina.

Q. Please state briefly your education, background and experience.

A. | graduated from Rice University in 1990 with a Bachelor of Arts degree in physics and history. |
received a Masters in Public Policy Degree from the John F. Kennedy School of Government at Harvard
University in 1992 with an emphasis in energy and environmental policy and economic and analytic

methods. Since 1992, | have worked in the private, non-profit and public sectors on a wide range of

public policy issues, usually related to energy, environmental and planning topics.

| became the Director of Research for the Southern Alliance for Clean Energy in 2007. | have

participated in North Carolina Climate Action Plan Advisory Group and the South Carolina Climate,

Energy & Commerce Advisory Committee as an alternate for Dr. Stephen A. Smith, Executive Director of

SACE. | have also served as a member of various technical work groups dealing with energy supply and
efficiency issues. | am the senior staff member responsible for our energy efficiency program advocacy,

as well as being responsible for work in other program areas.

I have testified before the South Carolina Public Service Cammission in the Duke Energy
Carolinas Save-a-Watt proceeding. | have also prefiled testimony with the North Carolina Utilities
Commission in the Duke Energy Carolinas Save-a-Watt proceeding Which } anticipate delivering in late
August 2009, | have also appeared before the Florida Public Service Commission and its staff in
workshops, and presented to the Board of the Tennessee Valley Authority.

| have testified before the legislatures of Florida, North Carolina and Texas, the Texas Natural
Resource Conservation Commission, and the U.S. Environmental Protection Agency on humerous
occasions. | have served on numerous state and local government advisory committees dealing with

environmental regulation and local planning issues in Texas. | have been an invited speaker to a wide
1
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variety of academic, industry and government conferences on a number of energy, environmental and
planning related topics.

Q. On whose behalf are you testifying in this case?

A. I am testifying on behalf of Natural Resources Defense Council and Southern Alliance for Clean
Energy (NRDC and SACE).

Q. What topics and issues will you cover in your testimony?

A In my testimony, | will cover several topics and issues. First, | will discuss how the interests of
SACE and NRDC are consistent with the Legislative intent that is being fulfilled through these
proceedings. Second, | will demonstrate that the impact of Florida’s utilities on energy éfficiency has
fallen short of national ieadership status from a broad perspective consistent with mainstream views on
what constitutes national leadership on energy efficiency. Third, | will testify to matters relating to the
issue of which cost-effectiveness tests should be considered by the Commission in this proceeding.
Fourth, 1 will testify to the issue related to avoided capacl:ity cost. Fifth, | will testify to the issue
regarding whether the Commission should authorize financial incentives to utilities in this proceeding.
Sixth, | will testify to the issue regarding whether the Commission should require addition of demand-
side renewable energy goals to the FEECA process. Seventh, | will testify regarding the technical
potential study and certain adjustments that we would recommend to the Commission.

I ENERGY EFFICIENCY OBJECTIVES ARTICULATED iN THE 2008 ENERGY ACT

Q. Why have SACE and NRDC devoted substantial resources to intervene in this proceeding?

A, The 2008 Florida Legislature placed great emphasis on reducing statewide energy use in the
2008 Energy Act. It did so by enhancing existing goals and policies directed toWards encouTaging energy
savings, and by establishing new standards and directives. These changes were part of a broader set of

policies whose objective, in large part, is to reduce atmospheric carbon dioxide, the chief global
2
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warming pollutant. Several of the most important goals, policies, standards and directives direct the
Commission to make changes to how the FEECA goals are established.
The 2008 Energy Act renews and enhances the goals in the State Comprehensive Plan as it
relates to energy, including FLA. STAT. § 187.201(11)(a) (2008), as foilows:
Goal.--Florida shall reduce its energy requirements through enhanced conservation and
efficiency measures in all end-use sectors and shail reduce atmospheric carbon dioxide by
promoting an increased use of renewable energy resources and Iow-carboh—emitting electric
power plants.
Seven policies to implement this goal are of particular rel.evance to this proceeding, and can be found in
an updated Section 187.201{11}{b), as follows:
1. Continue to reduce per capita energy consumption.
2. Encourage and provide incentives for consumer and producer energy conservation and
establish acceptable energy performance standards for buildings and énergy consuming items.
3. Reduce the need for new power plants by encouraging end-use efficiency, reducing peak
demand, and using cost-effective alternatives.
4. Increase the efficient use of energy in design and cperation of buildings, public utility
systems, and other infrastructure and related equipment.
5. Promote the development and application of solar energy technologies and passive solar
design techniques.
6. Provide information on energy conservation through active media campaigns.
7. Promote the use and development of renewable energy resources and low-carbon-emitting
electric power plants.
| would draw the Commission’s attention to note that a clear distinction is made between a policy to

generally reduce per capital energy consumption and a policy to reduce the need for new power plants.
3
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Evidently the Florida Legisiature is well aware of the distinction between energy savings and capacity
savings.

Of course, it is evident from a plain reading of the State Comprehensive Plan that it is intended
to be a “direction-setting document” and shall only be reasonably applied where otherwise specifically
authorized by law.? Since the Florida Energy. Efficiency and Conservation Act (FEECA statute) does
specifically authorize actions consistent with the State Comprehensive Plan, the plan’s direction to
“reduce {Florida’s] energy requirements” provides overall guidance in interpreting the FEECA statute, as
revised in the 2008 Energy Act.

The three most important substantive revisions to the FEECA statute in the 2008 Energy Act are

the establishment of a statutory cost-effectiveness test for the FEECA goal setting process, the explicit

authorization of financial incentives to utilities for successfully reducing the growth of electricity

demand, and the addition of demand-side renewable energy resource goals to the FEECA process.
The most important procedural revision to the FEECA statute is to establish the Florida Energy and
Climate Commission, as a single government entity with a specific focus on energy and climate change,
as a party to the proceedings. In the legislation estab'Iishing the Commission, the Legislature found
significant value to Florida consumers, which comes from investmeﬁts that reduce greenhouse gas
emissions and stated that it is the policy of Florida to:

(a) Develop and promote the effective use of energy in the state, discourage all forms of energy

waste, and recognize and address the potential of global climate change wherever possible.

1 FLA. STAT. § 187.101.
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{b) Play a leading role in developing and instituting energy management programs aimed at
promoting energy conservation, energy security, and the reduction of greenhouse gas
emissions.’
Again, as statements of intent and policy, it is necessary to ook for supporting changes to procedure
and standards. Evidently, the Florida Legislature understood that effective FEECA goals are essential to
the reduction of greenhouse gas emissions, and it therefore directed that that the Florida Energy and
Climate Commission “shall promote energy conservation in all energy use sectors throughout the
state.”?

NRDC and SACE advocate for the reduction of greenhouse gas emissions, and share a history of
advocating for energy conservation in the interests of reducing air pollution and protecting consumers
from unnecessary, risky and costly energy choices. The perspective we intend to bring to this
proceeding is widely reflected across Florida law, as discussed above, and crystallized neatly in a single
policy statement:

It is the policy of the State of Florida to:

(j) Consider, in its decisionmaking, the social, economic, and environmental impacts of energy-

related activities, including the whole-life-cycle impacts of any potential energy use choices, so

that detrimental effects of these activities are understood and minimized.’
it is our opinion that the goals proposed by the FEECA utilities and the testimony supporting those goals
fall short of meeting statutory requirements and we join these proceedings to offer the Commission an
alternative perspective that better meets the expressed Legislative intent a.nd policies of the State of

Forida.

* FLA. STAT. § 377.601 (2008).
* FLa. STAT. § 377.703(i).

* FLa. STAT. §377.601(j).
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i, HISTORICAL ENERGY EFFICIENCY ACHIEVEMENTS OF FEECA UTILITIES

Q. Do you agree with witnesses for the FEECA utilities that their historic energy efficiency
achievements meet the expectations of Florida law, as amended by the 2008 Energy Act?

A. No, | do not. The witnesses for the seven FEECA utilities have made varying claims about how
effective their historic programs have been. In the interests of brevity, | will offer a brief contrast to the
testimony of John Haney on behalf of FPL.

Mr. Haney represents FPL to be “the industry leader in DSM performance.”’

Mr. Haney provides
a variety of selective statistics to back up his claim, carefully focusing on cumulative demand reduction
measured by avoided capacity, rather than energy savings, with the sale exception of a claim to be #4 in
cumulative energy reduction from energy efficiency and, later, briefly mentioning that its cumulative
program impacts are 46,646 GWh of energy savings.

The heavy focus on capacity savings, and avoided power plants, contrasts with the passing
references to energy savings and the total lack of any reference to greenhouse gas emission reductions.
Mr. Haney's testimony does no.t reflect a balanced assessment of FPL's historic or future performance
with respect to the full policy and Legislative intent discussion above.

From a national perspective, the standard for measuring leadership on energy efficiency is

energy savings. The most authoritative statement on the benefits of energy efficiency is presented in

" the National Action Plan for Energy Efficiency (NAPEE).® A review of its statement on the “Benefits of

Energy Efficiency” reveals numerous references to energy savings and cost savings, but only a brief

reference to reducing peak demand without putting it in a guantitative context.

® Testimony of John Haney (“Haney Test.”), p. 6 {emphasis added).

*u.s. Department of Energy and U.S. Environmental Protection Agency, “National Action Plan for Energy
Efficiency,” July 2006, p. ES-4.
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The NAPEE statement describes three characteristics of “well-designed energy efficiency

programs,” which it asserts:
e “can provide opportunities for customers of all types to adopt energy savings measures that can
improve their comfort and level of service, while reducing their energy bills,”
e “are saving energy at an average cost of about one-haff of the typical cost of new power
source,” and
* “are delivering annual energy savings on the order of 1 percent of electricity . . . sales.”
These three criteria provide a useful national reference standard to determine whether or not any of the
FEECA utilities can claim to be a “national leader” on energy efficiency.
Q. Do any of the FEECA utilities demanstrate all three of the characteristics of “weli-designed
energy efficiency programs?”
A. No, they generally meet the first characteristic, may meet the second characteristic, but fali
short of meeting the third.

Regarding the first characteristic, | would agree -that most or all of the FEECA utilities offer
“opportunities for customers of all types.” This is a notable accomplishment, as many utilities across the
sautheast offer few programs and often to only selected customer classes.

Q. Do the FEECA utilities demonstrate that the cost-effectiveness of their programs is in line with
a “well-designed energy efficiency program?”

No, the FEECA utilities have not testified as to the average cost of their existing energy efficiency
programs. According to independent sources such as Lazard, new gas plants are averaging 8 cents per
kWh and new nuciear plants are forecast to cost 10 to 14 cents per kWh on a levelized basis. Based on
the NAPEE criteria and my general review of relevant publications, | would look to a weli-designed
energy efficiency program in Florida to be utilizing measures with costs of 0 to 5 cents per kWh, with

average costs of less than 4 cents per kWh.
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In the absence of utility testimony on this topic, | referred to a study that compared the cost-
effectiveness of various utility-led energy efficiency programs by Summit Blue Consulting.” The study
found that the “Median Cost of Conserved Energy (First Year) is 17 cents/kWh,” but “[a]ssuming a 10-15
year average DSM measure lifetime, cost of lifetime energy savings is generally 2 cents or less.”
NRDC/SACE Witness Mosenthal testifies to similar cost data. The data presented in this study appear to
indicate that Progress Energy Florida, Gulf Power, and FPL have costs that are significantly higher than
most other utilities included in the study. TECO’s unit costs appear to be above average, but within the
range of most other utilities. The study indicates, in an apparent reference to Florida utilities (and
perhaps Duke Indiana as well) that “Some organizations focus on demand savings over energy savings,
which often leads to higher costs of conserved energy.”®

The Summit Bilue study later characterizes all four Florida utilities as high cost, low energy
savings utilities relative to other utilities in the study. However, some of the detail data indicate more
favorable results in terms of cost-effectiveness. The commercial and industrial cost-effectiveness for
TECO and FPL is quite similar to other utilities studied (Gulf Power, however, is a high-cost outlier}.

On the other hand, in one recent public presentation, Susan Clark claimed that FPL's program
costs are less than 1 cent per kWh energy savings.” Furthermore, the data used by Summit Blue are
derived from Energy Information Administration Form 861 data, which | consider to be somewhat
problematic for this type of analysis. {l will discuss issues with these data later in my testimony.)
Therefore, | am uncertain whether FEECA utilities are saving energy at an average cost of no more than

one-half of the typical cost of new power source.

4 Randy Gunn, “Benchmarking 2005 DSM Results,” Summit Blue Consulting LLC, February 8, 2007.

BGunn, p. 6.

® Susan Clark, “Overview of Florida’s Energy Efficiency & Conservation Efforts & Goal Setting Process,” presentation
to Tampa Mayor’s Citizen/TECO Energy Conservation Task Force, April 13, 200S.

8
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Q. Do the FEECA utilities demonstrate that the annual energy savings of their programs is in line
with a “well-designed energy efficiency program?”
A. No, the FEECA utilities have not demonstrated that they are delivering annual energy savings on
the order of 1 percent of electricity sales. In particular, FPL's assertion that it is a “national leader” is not
accurate when viewed from this perspective.

In compar_ison, NRDC/SACE Witness Mosenthal testifies regarding energy efficiency programs
that have operated for many years with annual impacts on the order of 1 percent of electricity sales. In

ane case, Efficiency Vermont, the program administrator ramped-up from 1 percent to 2.5 percentin a

~ mere two year timeframe.

Q. What evidence refutes FPL's claim to be a “national leader” with respect to operating energy
efficiency programs that have a large impact on reducing energy consumption by its customers?
A. While the cumulative impact that FPL reports for its historic achievements may be of national
signific_ance, a review of the data provided in Mr. Haney’s testimony and FPL's most recent resource plan
demonstrate that its current and proposed efforts do not estabiish FPL as a national feader in partnering
with its customers to reduce energy consumption.

From 2000 to 2008, FPL reported that its programs achieved energy savings of 1,718 Gwh.™
The energy savings impacts of FPL energy efficiency programs implemented during this time period was
approximately 0.2 percent of annual sales during this peripd. The annual energy savings impacts for FPL
relative to historic sales are presented in Exhibit JDW-1.

Mr. Haney testifies that FPL has achieved 46,646 GWh of energy savings. 1did not find a clear
explanation of what this figure represents, but based on the 1,718 GWh annual enérgy savings impact of

FPL programs from 2000 to 2008, | would assume that this is the cumulative energy savings since “FPL

'® Haney Test., Exhibits IRH-8 and JRH-9.
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began offering DSM programs in the late 1970s.” This suggests that the impact of FPL programs over
this period has been an average of 1,500 GWh in annual energy savings.

Mr. Haney also testifies that the cumulative energy efficiency impacts of FPL programs is 3,976
GWh in 2008." Deducting the net increase in annual energy savings from 2000 to 2008 of 1,718 GWh,

this indicates that 2,258 GWh of current program impacts are derived from programs that occurred

before 2000.
Energy Savings Source
Impacts of all FPL programs, cumulative in 2008 3,976 GWh {JRH-1)
- Limited to programs offered in 2000 — 2008 | 1,718 GWh {JDW-1)
- Remainder, due to programs offered prior to 2000 2,258 GWh {calculated)

This suggests an average measure life for FPL energy efficiency programs of approximately 12
years, Thus, while Mr. Haney may be cdrrect in stating that FPL ranks 12™ of 43 utilities reporting
energy efficiency, his exhibit appears to rely on energy efficiency investments made over 12 years ago
for approximately half of the performance reported by FPL.

The proposed 2010-2019 goals for FPL are 60 percent lower than their historic impacts, a drop
to annual energy savings of 0.08 percent of FPL forecast sales for the same years. In comparison to the
1,718 GWh impacts for 2000 to 2008, FPL proposes to achieve 770 GWh for 2010 to 2018, The annual
energy savings goals for FPL relative'to forecast sales are presented in Exhibit JDW-2.

In summary, FPL has not met the criteria set forward in the NAPEE discussion to be recognized

as operating a “well-designed” energy efficiency program.

" Haney Test., Exhibit JRH-1.

10
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Q. What evi.dence supports your claim that none of the FEECA utilities have demonstrated that
they are delivering annual energy savings on the order of 1 percent of electricity sales?
A. To compare all the FEECA utilities with their peers across the country, | rely upon data from the
Energy Information Administration {EIA). | have personally compiled a database that incorporates data
from forms EIA-861 and EIA-923 (and predecessor forms) for several recent years. | believe these to be
the same data that Mr. Haney uses.’ Our database also includes custom maodifications to allow linkages
among utilities that share holding companies, a very limited number of data recessions in cases of very
obvious data entry error, attribution of multi-state utility data to each state within the utility’s service
territory where the utility does not report data at the state level, and the addition of energy efficiency
program impacts reported by state or third-party administered programs such as Efficiency Vermont. |
have conducted numerous informal verifications of the data in the tiA database against utility reported
data, such as official state energy efficiency performance reports.

in general, the E|A data can be relied upon to provide useful information regarding annual
energy efficiency program impacts in terms of reduced retail sales (energy savings, GWh), demand
reduction (capacity savings delivered, MW), and demand response {reduction in required reserve
margin, MW}. The latter two terms are conveniently aggregated for purposes of demonstrating overall
capacity impacts (MW). However, | have discovered a number of instances in which utilities that
operate energy efficiency programs fait to report impacts to the EIA, or report data that appear to be
inconsistent with data they report in other locations. In a few instances, | have deleted obvious
instances of data entry error where the utility appeared to report data using the wrong units, resulting
in program impacts that were obviously 1,000 times greater than they were likely to be. in each case,

these were for utilities much smaller than the FEECA utifities.

* Haney Test., Exhibit IRH-3.
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In the aggregate, 1 prefer to rely on data assembled from state sources when possible.’* for
example, SACE recently released a report that compared the 50 states and the District of Columbia on
energy efficiency program impacts.™ To compile these state-by-state impact data, | relied on a report
from American Council for an Energy-Efficient Economy (ACEEE) which included data for several states
that was assembled from original sources at the state level. For the states that were not covered, |
relied upon the database described above. | also compared the ACEEE data to my database, and found
that the results were similar for a number of states, but that the ACEEE data indicated significantly |
greater impacts than my database in several cases. | attribute the discrepancy to some utilities failing to
properly complete form EIA-861.

The EJA data can also be relied upon to provide useful information regarding utility sales, fuel
consumption, and other topics. To the extent that the EIA data vary from other published data (e.g.,
utility resource plans), the variance can be at.tributed to slightly different definitions or reporting year
coverage.

However, other aspects of the EIA data are far rﬁore problematic. In my experience, cumulative
energy savings data for particular utilities are often inconsistently reported from year to year. Efforts to
systematically reconcile the reported annual energy savings with year-to-year cumulative annual energy
savings data often produce illogical results. Based on my efforts last year, | abandoned efforts to
assemble data similar 1o those presented by Mr. Haney with respect to energy savings.'® Although
have not made similar efforts to investigate the historical consistency of capacity savings data, it is my

impression that the cumulative capacity savings data in the EIA database do not present the same

3 Testimony of NRDC/SACE witnesses Mosenthal and Steinhurst cite various data relating to specific efficiency
program impacts that § would consider to be more authoritative than the nationwide analysis 1 present here.

1% Exhibit JDW-3.
® Haney Test., Exhibit JRH-3.
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difficulties as the cumulative energy savings data due to the need to ensure appropriate system
capacity. \

Another aspect of the EIA data that are particularly problematic are the energy efficiency cost
data. Utilities are very inconsistent in how they report data in form EIA-861 with respect to cost. As a
result, ] and others who have an interest in benchmarking the costs of utility energy efficiency programs
find it necessary to compile such data from a variety of sources, which may include form EIA-861 but
only on a case-by-case basis.

Based on this experience, the most useful application of the EIA data in the energy efficiency
field is to demonstrate the range of utility accomplishmeﬁts across the country based on a snapshot of
annual impacts of currently operating programs. For example, although | would not rely on EiA data to
conclusively demonstrate that FPL is “#1” aor “#2" with respect to its strong performance in capacity
savings (MW) relative to other utilities, it is reasonable for FPL to use the capacity savings data to
substantiate a general claim to national leadership in this particular component of energy efficiency
performance.

In the report | referred to above, SACE concluded that “None of the Largest Southgast Utilities
Lead on Energy Efficiency.”*® This analysis was conducted at the utility level, with data disaggregated by
state based on relative sales {which does not affect any of the FEECA utilities). Of the 75 utilities
analyzed, FPL is the highest ranking utility from the Southeast, but ranks only 31* nationally for 2007
program impacts in terms of annual savings. FPL’s impact is about 1/10"™ the annual impact of the
leading utilities in California and New England, and far less than utilities from other regions of the

country.

'€ Exhibit JOW-3, p. 12,
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In fact, FPL's annual energy savings impact of 2.0 kWh per MWh retail electric sales is less than
aggregate impacts of energy efficiency programs in 20 states, considering the efforts of all utilities and
state/third-party efficiency programs included in our database or ACEEE reported data, even those
utilities with no reported energy efficiency program impacts. The states that exceed FPL's annual
program impact on a relative basis {measured in kWh energy saved per MWh retail electric sales} are:

e Arizona (4.1)

e (California (9)

e (olorado{2.9)

e Connecticut (13}

e |daho {4.2)
e lowa (7)
e  Maine (8.5)

o Massachusetts {9)

e Minnesota (7)

e Montana {2.8)

» Nevada (6}

¢ New Hampshire (6.8)
o New Jersey (3)

o New York (7)

e Oregon (9)

e Rhode Isfand (8)

s Utah (2.6)

e Vermont (18)

14
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¢  Washington (7)

e Wisconsin (7)
The other six FEECA utilities reported lower energy efficiency program impacts to EIA in 2007, Using the
same units, the impacts are as follows:

e FPL{2.0)

e Progress Energy Fiorida (1.3}

s Gulf Power {1.1)

e Tampa Electric (1.1)

e JEA(1.0)

e OUC (Did not report energy efficiency program impacts)

e FPUC[0.7)
The utility-specific data underlying the graph discussed below are provided as Exhibit IDW-4. Because
FPUC is not one of the 150 largest utilities, | calculated its program impact directly from my database for
this testimony.

Across the Southeast, few utilities have demonstrated that they are delivering annual energy
savings on the order of 1 percent of electricity sales, based on data available through 2007. The two
most notable exceptions happen to be in Florida, according to the database | described above, but are
not included in Exhibit JOW-4 because, like FPUC, they are not among the 150 largest utilities. The two
Southeast utilities that have achieved energy savings impacts on the order of 1 percent of electricity
sales are Gainesville Regional Utilities and the Reedy Creek improvement District {which provides energy
services to Walt Disney World}.

It is also notable that one major Southeast utility has commifted to goals on a similar scale.

NRDC, SACE and other organizations that had intervened in Duke Energy Carolina’s Save-a-Watt
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proceedings recently agreed to support a modified proposal that includes, among other significant
changes, a commitment to achieve energy savings of 0.75 percent of sales by 2013 and a target of 1
percent of sales by 2015."

Q. Do low electric rates inhibit Florida and the rest of the Southeast from achieving higher energy
efficiency impacts?

A. Ne, in the report | referred 1o earlier, SACE concluded that, “Energy Efficiency Impacts Are Large
in Some States Where Rates Are Comparable to the Southeast.” *® This analysis suggests that annual

energy savings are three to five times greater than Florida in six states with rates are fower than Florida.

Q. Do you agree with FEECA utilities witnesses that programs to achieve peak reduction are
important?
A, Yes, Mr. Haney and other FEECA utility witnesses appropriately point to significant

accomplishments in terms of programs to reduce peak demand. | have no doubt that these programs
are successful and represent industry leadership in one component of their energy efficiency programs.

{ would further agree that the success of FEECA utilities in peak reduction, compared to energy
savings, is a logical reflection of the past policy of the Florida Public Service Commission to utilize the
RIM test. The RIM test selectively favors programs that have the effect of reducing peak demand levels
over programs that are more effective at reducing overall energy savings.

The bias of the RIM test towards peak saving programs is because the RIM test requires that the
systern cost savings achieved by a measure must exceed the sum of the program cost and the lost
revenues. Programs that focus on peak reduction result in smaller amount of lost revenues than

programs that significantly reduces overall energy consumption.

" North Carolina Utilities Commission, Docket E-7 Sub 831; South Carolina Public Service Commission, Docket
2007-358-E.

% Exhibit JDW-3.
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Because most utility customers in Florida pay fixed rates regardless of marginal energy costs, a
large share of electricity demand occurs at times when avoided costs are lower than rates. During those
hours, even virtually cost-free programs are unlikely to be considered cost-effective programs when
evaluated using the RIM test. For example, simply encouraging dimming of unnecessary parking lot
lights late at night would probably fail the RIM test. Until Commission policy is revised to emphasize the
TRC test, Florida utilities will continue to avoid programs that substantially reduce energy use during off-
peak hours, regardless of program cost.

The Florida emphasis on peak reduction is rather unusual. According to utility self-reported data
made available via the Energy Information Administration, Florida stands out as relatively strong in

terms of peak reduction, but with modest overall energy savings, compared to other regions of the

country.
Q. Does FPL misrepresent its accomplishments in testimony?
A No, Mr. Haney's testimony is very carefuily written to avoid false statements, albeit selectively.

However, in public documents | have reviewed, other utiﬂlitv speakers are somewhat less careful in their
representations. For example, in the presentation discussed above, Susan Clark stated that “Florida
ranks 2™ among states in Energy Efficiency and Demand Response.” Throughout her presentation, Ms.
Clark varies in her representation between claims of impressive energy savings and peak reduction
impacts. in my opinion, FPL sometimes encourages its audiences to form an impression that is not fully

supported by actual performance data.

11K COST-EFFECTIVENESS PROVISIONS IN THE 2008 ENERGY ACT'S AMENDMENTS TO FEECA
Q. Earlier in your testimany, you referred to the three most important substantive revisions to
the FEECA statute in the 2008 Energy Act. Can you please point to the statutory revisions that

establish a statutory cost-effectiveness test for the FEECA process?
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A. The 2008 Energy Act establi_shes criteria that the Commission is required to consider when
establishing the goals.™ Prévinusly the only standard applied to the adoption of goals was that they be
“appropriate,”?’ which left the Commission wide latitude to exercise its discretion as an expert tribunal
and to weigh and interpret Legislative intent. In establishing goals, the Legislature now requires that the
Commission consider:
a) The costs and benefits to customers participating in the measure.
b) The costs and benefits to the general body of ratepayers as a whole, including utility
incentives and participant contributions.
¢) The need for incentives to promote both customer-owned and utility-owned energy efficiency
and demand-side renewable energy systems.
d) The costs imposed by state and federal regulations on the emission of greenhouse gases.”
As Mr. Cavanagh, Mr, Steinhurst, and Mr. Mosenthal testify, there can be little doubt that the plain
language of section 3(a) refers to the Participant Cost Test (PCT) and of section 3{b) refers to the Total

Resource Cost (TRC) test.

Q. Is there evidence in the Legislative record that indicates that the PCT test is the basis for
Section 366.82(3){a)?

A, Yes, two Legislative reports indicate that Section 366.82(3)(a) refers to the PCT test.’?

Q. is there evidence in the Legislative record that indicates that the FEECA utilities have applied

the PCT test in @ manner that is not supported by Section 366.82(3){a)?

' FLa. STAT. & 366.82(3) (2008).
% ELa, STAT. § 366.82(2).

L Fa, STAT. § 366.82(3) (2008).
*2 Exhibits IDW-5 and JDW-6.
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A Yes, in the House of Representatives Staff Analysis of HB 7135 for the Committee on Energy and
the Environment & Natural Resources Council,” the staff explains that the Participant test, “Benefits
include incentives that are paid by the utility to the customers . . . .” NRDC/SACE Witness Mosenthal
festifiés that the FEECA utilities applied the PCT by screening out measures that fail without any
incentive. The failure to include the incentive paid by the utility to the customers is not consistent with

the available evidence in the Legislative record.

Q. Is there evidence in the Legislative record that indicates that the TRC test is the basis for
Section 366.82(3)(b)?
A. Yes, two Legislative reports indicate that Section 366.82(3)(b) refers to the TRC test.?* The

Florida House of Representatives’ 2008 Legistative Session End .of Session Report summarizes the new
Section 366.82(3) as follows:
Revises the Florida Energy Efficiency and Conservation Act (FEECA), to explicitly allow efficiency
and conservation investments across generation, transmission, and distribution as well as
efficiencies within the user base; to encourage the development of demand-side renewable
energy; and to provide criteria the Public Service Commission (PSC} is to consider when
evaluating proposed conservation and efficiency measures. The criteria the PSC is required to
consider include the following:
e The costs and benefits to customers participating in the measure (Participants test).
s The costs and benefits to the general body of ratepayers as a whole, including both utility
incentives and participant contributions (similar to a Total Resource Cost test or TRC test but

including the costs of incentives)

3 Exhibit JDW-6, p. 22.
** Exhibits JDW-5 and JDW-6,
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¢ The need for incentives to promote both customer-owned and utility-owned energy
efficiency and renewable energy systems.

¢ The costs imposed by state and federal regulations on the emissions of greenhouse gases.”
As the second bullet indicates, this report confirms that the language of section 3(b) refers to the TRC
test. Aimost identical language is included in the House of Representatives Staff Analysis of HB 7135 for
the Committee on Energy and the Environment & Natural Resources Council.” The staff evidently had a
clear understanding of the distinction between the RIM and TRC tests, as the staff analysis also includes
a clear discussion of the two tests.

it appears to me from the legislative history that the Legisiature may have been under the
impression that the TRC test did not include utility incentives. To the extent that this is correct, the
Legislature {or the authors of the summaries} was under a misimpression. As testified by Mr. Cavanagh,
the TRC test does include incentives paid to customers as those incentive payments are a component of
the cost of the efficiency measure, which includes both the participant’s contribution and the incentive
provided by the utility. In addition, as Mr. Cavanagh testifies, the TRC test is completely consistent with
the actual text of section 3(b) because it does consider both “utility incentives and participant
contributions.”
Q. Is there evidence in the legislative record that indicates how a misunderstanding arose.
regarding the way in which utility incentives are considered in the Total Resource Cost test?
A Yes, the staff analysis indicates that, “Unlike the RIM test, however, incentives and decreased

revenues are not included as costs in the TRC; instead, these factors are treated as transfer payments

My Testimony, Exhibit JDW-5, p. 57.
* My Testimony, Exhibit JIDW-6, p. 22.
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among ratepayers.”?’ This language appears to be based on a presentation by Bob Trapp, staff to the
Commission, which is Exhibit JDW-7,

The confusion arises because in the TRC test (unlike the Utility Cost Test), any utility incentive
paid to the customer is not counted as a utility cost. Mr. Trapp correctly represented that the utility
incentive is not explicitly considered as a utility cost (as it is in the Utility Cost Test). 1f it were, this
amount would be double-counted.

The Total Resource Cost can be calculated in either of two ways:

Administrative Costs + Measure Costs
or
Administrative Costs + Utility Incentive + Participant Contribution
Since the standard interpretation of the TRC test does include consideration of all participant costs,
including “utility incentives and participant contributions,” it appears to me that the legislative intent
behind the clarification to the TRC test was to correct a deficiency in the test that does not actually exist.
In the alternative, if one were to interpret the language to require that the Totat Resource Cost should
be modified by adding the “utility incentives and participant contributions,” the resulting Total Resource
Cost would be:
Administrative Costs + Measure Costs + Utility Incen_tive + Participant Contribution
or
Administrative Costs + 2 x (Utility Incentive + Participant Contribution)

which double-counts both the utility incentive and the participant contribution, a result that makes no

sense.

%7 Exhibit JDW-6, p. 21.
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Q. Is there any other statutory indication that the overall cost-effectiveness framework is
intended to be a TRC-like test rather than a RIM test, in addition to a correct application of the
Participant Cost Test?

A. Yes, in the context of instructions regarding participation in these proceedings, the Florida
Energy and Climate Commission is directed to analyze “policy options that can be implemented to

achieve a least-cost strategy.””*

The TRC test is the appropriate framework for minimizing total energy
costs, while the RIM test emphasizes low rates. | defer to Mr. Cavanagh, Mr. Steinhurst and Mr.
Mosenthal for further testimony regarding the difference between the TRC and RIM Test.

Q. Is there any evidence in the record that the Legislature was concerned about the key issues
addressed by the RIM test?

A No. Mr. Cavanagh testifies that a purpose of the RIM test is to consider the fi.nancial impacts of
energy efficiency programs in terms of lost revenues and, consequently, on the rates of non-
participants. In my review of the new statutory language and legislative history relating to the FEECA
goals, ! see nothing to suggest that the PSC should focus on lost revenues, electricity rates, or impacts to
non-participants and, accordingly, nothing to suggest that the PSC should employ the RiMV: test in the
FEECA goal-setting process.

Q. Taken as a whole, then, what cost-effectiveness test should apply in these proceedings?

A. Florida law now requires the Commission to consider the TRC test, and does not req::ire or

authorize the use of the RIM test for the purpose of setting energy efficiency or demand-side renewable

energy goals for the FEECA utilities.

%% Fa. STAT. § 366.82(S)(b).
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Iv. ISSUE RELATED TO AVOIDED CAPACITY COST

Q. How have the utilities compared nuclear power with energy efficiency in resource planning
studies?
A Neither FPL nor Progress Energy Florida appear to have conducted any analysis in which the

benefit of energy eﬁi;iency was valued, in part, based on the avoided capacity cost associated with the
forecast need to add an additional nuclear unit. There are two possible explanations for this.

First, } have asked a number of experts in Florida utility regulatory law about this matter, and
have been told on occasion that the avoided capacity cost methodology specifically excludes
consideration of nuclear power as an avoidable unit. However, | have not been able to document this
with a Commission proceeding.

Second, the timing and process by which recent nuclear power plants have been considered and
approved has not afforded a procedural opportunity for such an analysis. At the time of the prior FEECA
proceeding, neither FPL nor Progress Energy Florida's Ten-Year Site Plans indicated the possibility that
additional nuclear capacity might be added.” Yet in 2008, the FPSC approved the Determination of
Need for two nuclear units in Levy County. Considering the timing of the initial announcement and
Commission approval, neither FPL nor PEF appear to have .presented a nuclear power plant as an

“avoidable unit” for purposes of calculating avoided capacity costs in a FEECA goal setting proceeding.

 The current goals were approved on August 9, 2004. The first recent mention of a passible application for a new
nuclear unit appears in the Commission report, “A Review of Florida Electric Utility 2005 Ten-Year Site Plans,”
December 2005. “PEF has recently announced that it is pursuing two licenses for new nuclear plants with an in-
service date as early as 2015. In a recent press release, PEF stated, ‘We have made it clear that we will keep the
option open to build new nuclear generation. Keeping a balanced generation mix ensures reliability and price
stability for our customers, and affirms our commitment to the envircnment.” While not a formal part of this
year's review, the Commission will closely monitor the progress of the announced nuclear facilities in
future Ten-Year Site Plans.” A review of this document indicates that no other nuclear facilities were anticipated at
the time it was published.
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Neither did the procedural opportunity to establish the avoided capacity cost of nuclear power
arise in need determination proceedings. in the FPL proceeding, FPL Witness Brandt testified, “While
FPL does not have approved DSM goals for 2015 through 2019, FPL estimates that it will implement a
total of approximately 1,899 MW of additional DSM programs at the generator from August, 2006
through August, 2020,” and that, “FPL has estimated for this time frame that it wil continue to

implement DSM at a rate that is consistent with its plans and accomplishments through 2014.”*° In

other words, no specific cost-effectiveness analysis of energy efficiency measures was conducted as part

of the need determination study, rather FPL relied on findings dating from a study that occurred well

~ over a year before its nuclear power plant plans were introduced into a Ten-Year Site Plan.

In summary, either by rule, practice or merely coincidence of schedule, the most expensive
power plant investments in recent Florida history proceeded to approval without being directly
compared to energy efficiency in a resource planning framework exhibiting the least-cost planning
framework briefly described in the testimony of NRDC/SACE Witness Mosenthat.

V. The 2008 ENERGY ACT AND FINANCIAL INCENTIVES TO UTILITIES

Q. Earlier in your testimony, you referred to the three most important substantive revisions to
the FEECA statute in the 2008 Energy Act. Can you please point to the statutory revisions authorize
financial incentives to utilities for successfully reducing the growth of electricity demand?

A. The 2008 Energy Act authorizes the Commission to establish a performance-based financial
reward system for utilities, depending on whether they exceed their goals (rewards) or fail to meet their
goals (penalties) in Section 366.82(8). The financial reward is capped at an additional return on equity of

50 basis points in Section 366.82({9).

= FPL, “Direct Testimony & Exhibits of C, Dennis Brandt,” Docket No G70650-El, October 16, 2007, p. 27.
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The FEECA utilities have indicated their view that the specific issues related to this financial
incentive should be deferred to a subsequent proceeding. | agree with this approach, with the caveat
that incentives are anly appropriate if linked to the achievement of strong goals. in addition, |
encourage the Commission to establish and support a process that can lead to a consensus framework
among interested parties to establish an appropriate system taking into consideration Florida-specific
circumstances as well as best practices from across the country.

Vi 2008 ENERGY ACT AND THE ADDITION OF DEMAND-SIDE RENEWABLE ENERGY

Q. Earlier in your testimony, you referred to the three most important substantive revisions to
the FEECA statute in the 2008 Energy Act. Can you please point to the statutory revisions that require
addition of demand-side renewabie energy to the FEECA process?

A The 2008 Energy Act replaced “development of cogeneration” with “development of demand-
side renewable energy systems.”*’ The commission is “specifically” directed to include goals to
“encourage development of demand-side renewable energy resources.” As discussed above, the 2008
Energy Act explicitly recognized that incentives would be required to promote the development of such
systems.

A review of the language related to the goals for demand-side renewable energy in the FEECA
statgte does not indicate any language that suggests that the Legislature expected that the Commission
might establish a “zero” goal. For example, it appears that a non-zero goal is presumed in the discussion
of the financial incentive and penalty system for utility performance previously discussed, as it is difficult
to describe a financial reward/penalty system for exceeding or faiiing to meet a goal of “zero.”

NRDC/SACE Witness Steinhurst provides testimony as to how the Commission might consider

the evidence regarding an appropriate demand-side renewable energy goal.

L Fia. STAT. § 366.82(2) (2008).
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Vil. THE TECHNICAL POTENTIAL STUDY

Q. Did you participate in the technical potential study as a representative of SACE to the
Collaborative?

A, Yes, | was assigned the lead role for my organization. In addition, on several occasions | was
authorized to speak on behalf of both organizations.

Q. What is your overall impression of the technical potential study?

A. Overall, the technical potential study was conducted in a professional and thorough manner.
The collaboration between utilities and our organizations was generally productive and communications
were effective for the most part.

Q. Are there shortcomings te the technical potential study that the Commission should take into
account in the FEECA goals proceeding?

A Yes, there are two types of shortcomings in the study. First, the study omitted several end user
sectors from analysis due to a lack of sufficient data or information regarding potential efficiency
measures. This was a reasonable decision, but the decision to effectively represent these sectors as
without any efficiency opportunities is not the best choice that coutd have been made.

Second, it is my opinion that the consultants erred in omitting several efficiency measures from the
study. These measures met the criteria for inclusion in the study but were overiocked or discarded in
the interests of time, or for some other reason.

Q. Which end user sectors were excluded from study?

A. The technical potential study did not consider four end-use sectors: agriculture; transportation,

communications and utilities (TCU); construction; and outdoor/street lighting. The reasons for not

including each sector and the share of total electric sales by the FEECA utilities are described below.
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332 SR ol 1 HHE LA e iEnkth
Lack of primary research on end-use

Agricuiture . - " 2%
gricultu baselines and efficiency opportunities
Temporary load (note: with ongoing
. ctivity, temporary site activities are
Construction 2 %7 P v 1%

continuous with respect to operator and
utility providing electric service)}

Represented as already saturated with
Outdoor / street lighting | efficient equipment {e.g., LED traffic 1%
signals, pulse-start metal halide lamps)

Transportation,
communications and
utilities (TCU)

Lack of primary research on end-use

7 0,
baselines and efficiency opportunities 6

TOTAL 10%

Source; Statewide Technical Potential Study, p. 2-2.
According to the statewide technical potential report, the out-of-scope sectors accounted for just over

10 percent of total annual electric sales by the FEECA utilities.

Q. Do you agree with the decision to exclude these end-use sectors from the technical potential
study?
A, I agree that where there was insufficient data to study an end-use sector, then it would not have

been a useful exercise to apply the detailed study methods to those sectors. | disagree with the overall
method of effectively assuming no potential for energy efficiency in these end-use sectors.
| do not agree that there was or should have been insufficient data to examine two excluded end-use
sectors: water and wastewater utilities and outdoor/street lighting. It is my general understanding that
there is substantial experience with energy efficiency programs in the water and wastewater utility
sector.

The study indlicates that the outdoor and street lighting markets “are already saturated with

efficient equipment,” referring to metal halide or high-pressure sodium lamps. This conclusion is drawn
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based on a draft 2004 US Department of Energy study.>* However, this appears to be a
misinterpretation of the US DOE study, which refers to “an overall decline in outdoor-type fixture
shipments . . . result[ing] from mérket saturation.” In any event, the source data informing this_
discussion date to 2001 and do not include any data specific to Florida or the Southeast. For this reason,
| do not see any evidence in the technical potential study to substantiate the claim that Florida’s
outdoor and street lighting markets are “saturated with efficient equipment.” Examining the
replacement of existing lighting with high efficiency lighting should have been included in the study.

In addition, the study did not consider LED traffic signals. The technical potential study suggests
that this decision was made on tHe basis of “revised federal efficiency standards which require ali new
traffic signals to meet LED-equivalent performance criteria.” However, this standard for new signals
does not appear to require upgrades to existing signals; promoting the replacement of existing signals
with new LED-equivalent traffic signals is a measure that should have been included in the study.

According to the statewide technical potential report, the out-of-scope sectors accounted for
just over 10 percent of total annual .electric sales by the FEECA utilities. The study effectively assumes
that there is no technical potential for energy efficiency measures for end-uses representing 10 percent
of total electric demand, a conclusion that is not supported by the methodology.

Q. Rather than assuming no efficiency opportunities in those end user sectors, what other
estimate of efficiency opportunities could the consultants have offered for each sector?

A Rather than zero, a better proxy for the technical potential for energy efficiency in the four
excluded encl-u.se sectors would be the statewide industrial technical potential. (Of course, this proxy

method is not necessary far the outdoor and street lighting, traffic signal, wastewater utility, and water

2 u.s. Department of Energy, “Draft Technical Support Document - Energy Efficiency Program for Commercial and
Industrial Equipment: High-Intensity Discharge Lamps, Analysis of Potential Savings,” Docket #: EE-DET-03-001,
2004.
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supply utility end use sectors, which should have been studied directly.) According to the technical
potential study, “The total technical potential for energy saﬁings in the industrial sector of the FEECA
utilities is estimated to be approximately 2,108 GWh, which equates to 18 percent of current baseline
industrial electricity consumption.”**

Applying this 18 percent value as the proxy technical potential, and making use of the total

statewide sales for 2007 by the FEECA utilities (171,672 GWh),** the excluded end-use sectors could

have offered an additionat technical potential of about 3,400 GWh, as summarized below.

_ VAicu!t'ure T 2% | | " 618GWh
Construction 1% 309 GWh
Outdoor / street lighting 1% ' 309 GWh
Transportation,
communications and 7% 2,163 GWh
utilities (TCU) :
TOTAL 10% 3,399 GWh
Q. Were there any end-use technologies that appear to have been emitted from the study?

A, Yes, it appears that the technical potential study failed to examine small commercial HVAC
systems. A review of the commercial measures list indicates that thé cooling technologies examined in
the study are 500 ton units {measures 300, 301, 340-342), 10 ton units (measures 320 — 323), and single-
room 1 ton units (measures 360, 361).

The small office and small retail market is frequently served by equipment similar to that offered

to the residential market. | and other SACE staff have observed such installations on frequent occasions,

* Statewide Technical Potential Study, p. 3-44.
3 Statewide Technical Potential Study, p. ES-2.
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and have confirmed the practice in conversation with building industry experts and other energy
research personnel.

I expected that the data necessary to adjust the technical potential study would be included in
the commercial on-site survey that was assigned to KEMA. However, the survey data were not used in
the technical potential study and | am not aware that its findings have been submitted to the
Collaborative, nor has Itron updated the study (e.g., measure saturation inputs) with the survey data.”®
For this reason, | am unable to provide even a rough estimate of the energy used by residential-type
HVAC systems in the commercial sector.

Q. What criteria did the study adopt for including energy efficiency measures in the study?

A. Based on Itron’s professional judgment, the final measure list included measures that it
considered to be commercially available in the Florida market from more than one commercial source,
or measures for which authoritative reports were available from disciplined studies by third-party
evaluators. Quite reasonably, claims substantiated only by the manufacturer or other commercially-
interested parties were considered to be unreliable. Furthermore, required data would need to be
available for the measure, including measure costs, measure savings, measure saturation, and measure
feasibility.*®

Q. Do you agree with how these criteria were applied fo exclude efficiency measures from the
study?

A While we were generally satisfied with the decisions to include or exclude measures from the
technical potential study, the following four energy efficiency measures appeared to meet the criteria

established by Itron for further study.

*5 statewide Technical Potential Study, p. 3-30.
* Itron Scope of Wark, pp. 1-3, table 1-1, May 30, 2008.
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[Enerey Efficiency Measurelovedapked @ i T 5 Sector

Building Commissioning Commercial

High Efficiency Air-Source Heat Pump — 19 SEER Residential

Variable-Speed Pool Pumps Commercial

LED Luminaries Residential and Commercial
Q. What evidence supports your assertion that the study should have considered building

commissioning-re/retro-commissioning as meeting the criteria for inclusion in the technical potential
study?

A NRDC and SACE requested that building commissioning, re-commissioning, and retro-
commissioning (hereafter, commissioning} be included in the commercial measure list. Consideration of
commissioning was not supported in the Collaborative; our impression was that since commissioning is
an activity that occurs during new construction, this was considered an opportunity for building codes. |
disagree with that perspective, since utilities are uniquely positioned to partner with building managers
to encourage high-quality commissioning activities since they are in frequent communication with the
building during establishment of new electric service.

Regarding re-commissioning, Itron indicated that it would be represented in the commercial
measure list via the chiller and DX tune-up measures and the air handler optimization measure.”
Furthermore, EMS optimization is listed among the commercial measures,

However, it is not evident that the technical potential study measures list does actually encompass
the entire commissioning concept. For example, the ENERGY STAR Building Upgrade Manual identifies
nine categories of “retrocommissioning opportunities cammonly found during a building walk-through.
Their presence indicates potential problems that can be identified and fixed through a
retrocommissioning project;

s Systems that simultaneously heat and cool, such as constant and variable air volurme reheat

*Michael Ting, e-mail dated September 15, 2008.
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e Economizers, which often need repair or adjustment—potentiat problems include frozen
dampers, broken or disconnected linkages, malfunctioning actuators and sensors, and improper
control settings
s  Pumps with throttted discharges
= Equipment or lighting that is on when it may not need fo be
s Improper building pressurization {either negative or positive), that is, doors that stand open or
are difficult to get open
¢ FEquipment or piping that is hot or cold when it should not be; unusual flow noises at valves or
mechanical noises
e Short cycling of equipment
* \Variable-frequency drives that operate at unnecessarily high speeds
» Variable-frequency drives that operate at a constant speed even though the load being servéed
should vary®®
The widespread availability of these practices is demonstrated by the recent release of the US EPA Rapid
Deployment Energy Efficiency Toolkit, which “provides detailed program design and implementation
guides for 10 broadly applicable energy efficiency programs.”{emphasis added} One of the ten
programs cited is “Retro-commissioning” for “Commercial/Government/Schools.”*

Furthermore, according to FMI, consultants for the National Energy Management Institute
(NEMI), the retro-commissioning market of $175 million is approximately one and a half times larger in

annual revenues than the new commissioning market of $114 million. National and international firms

# S Environmental Protection Agency, Energy Star Building Upgrade Manual, Office of Air and Radiation, 2008
Edition, p. 5-7.

** US Environmental Protection Agency, Rapid Deployment Energy Efficiency Toolkit, May 20, 2009,
http://www.epa.gov/cleanenergy/energy-resources/ee_toolkit.html.
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in the controls business, such as Johnson Controls and HoneyweI.I, offer equipment and services. While
neither commissioning nor retro-commissioning are fully implemented, the shortfall appears to he far
worse with respect to the potential market opportunity for retro-commissioning services, which is
estimated to be nearly 50 to 100 times greater than new commissioning.”

In our recommendation to consider commissioning practices in the technical potential study, we
cited sources of infarmation including the Energy Systems Laborat'ory of Texas A&M University, National
Association of Energy Service Companies, and Energy Service Coalition. In particular, Lawrence Berkeley
National Laboratories reports median whole-building energy savings of 15 percent for existing
buildings.*!

| applied this 15 percent measure effectiveness to the commercial sector energy demand,
deducting the technical potential for energy savings from the three commissioning related measures
described above, to obtain a technical potentiat estimate for building commissioning that would be in
addition to the amount reported in the technical potential study. The total potential, based on the 15
percent measure effectiveness, is 9,758 GWh. Accounting for the three measures, the total statewide

potential for building commissioning that does not appear to be addressed by Itron is 9,248 GWh.

Fhr

Commercial Energy Use

Commissioning potential 9,758 | 5,148 | 1,732 567 1,299 456 507 49
305 - Chiller Tuneup 115 64 20 7 12 6 4 1
307 - EMS Optimization 71 40 13 4 8 4 3

403 - Air Handler
324 173 57 20 41 16 16 2

Optimization

“Y southeast Region Building Commissioning Association and NEMI-National Energy Management institute, 2002
report with FMI, www.bcxa.org/southeast/pdf/feb2002retrocommissioning.pdf.

! Evan Mills et al., "The Cost-Effectiveness of Commercial-Buildings Commissioning: A Meta-Analysis of Energy and
Non-Energy Impacts in Existing Buildings and New Construction in the United States," Lawrence Berkeley National
Laboratory, December 2005.
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Total Overlooked

. 9,248 4,871 1,641 536 1,238 431 485 46
Potential

This omission is non-trivial in magnitude, and is likely to affect the economic and achievable
potential study results at a significant level. According to the same LBNL study, median commissioning
costs of 27 cents per square foot resulted in payback times of 0.7 years. NRDC/SACE Witness Mosenthal
discusses why the short payback period should not disqualify this measure from consideration in the
achievable potential. He discusses why this type of measure is ideal for a utitity-led efficiency program
to enco.urage and assist with, even if the utility offers minimal financial incentives te the building

manager.

Q. What evidence supports your assertion that the study should have considered additional high

efficiency air-source heat pump measures as meeting the criteria for inclusion in the technical
potential study?
A Air-source heat pumps with a 19 SEER (or 18+ SEER) rating appear to available in the market
from Carrier (Infinity), Trane, Friedrich, Fujitsu, Samsung and Lennox according to market inquiries
conducted by SACE staff. Although NRDC and SACE recommended that this measure be studied by
Itron, no air-source heat pump above a 17 SEER rating was included in the residential measure list and
no explanation for its omission was offered.

The additional measure savings that can be attributed to a 19 SEER unit as compared to the 17
SEER unit incfuded in the technical potential study is a stréightforward calculation based on the SEER
standard definition and the potential savings data reported by Itron for the 17 SEER unit. Considering
the wide availability of 19 SEER units from multiple manufacturers, other.réquired measure data should

be feasible to acquire for modeling purposes.
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Q. What evidence supports your assertion that the study should have considered variahle-speed
pool pumps as meeting the criteria for inclusion as a commercial measure in the technical potential
study?
A Residential applications of this measure were considered by the study, but the measure was not
included for commercial pools such as lodgings. (Therefore, Itren had access to measure cost and
performance data for the relevant equipment.) According to the Florida Swimming Pool Association,
there are over 37,000 public and commercial swimming pools and over 1 million residential pools.** The
residential pool category includes pools at small apartment and condominium units which would be
classified as commercial electricity customers for purposes of the technical potential study.

Using the itron measure savings data for residential pools and some simple assumptions, it is
straightforward to calculate an estimated technical potential for this measure.
Q. What evidence supports your assertion that the study should have considered LED luminaries
as meeting the criteria for inclusion in tﬁe technical potential study?
A. ltron initially agreed that one type of LED luminary, replacements for downlighting applications,
could be included in the study. According to Itron, from a technical potential perspective, these sources
compete with Compact Fluorescent Lights (CFLs) for more or less the same amount of unit savings
relative to the incandescent bulbs they replace. In addition to substantial direct savings in electricity,
LEDs reduce electricity use by cooling systems through a lower heat load. Itron noted that for economic
and achievable potential, the presumed difference in lifecycle costs between CFL and LED downlights
may produce significantly different adoption forecasts. Itron advised us that the schedule constraints
would be likely to preclude the inclusion of LED luminary lights in the technical potential study, but that

itron would attempt to gather further cost data development for the economic and achievable potential

*? Jennifer Hatfield, Florida Swimming Pool Assaciation, private communication with SACE staff, June 30, 2009.
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forecasts.** Subsequent to this communication, we have not received any further information regarding
this measure.

LED lighting is being promoted by the US Department of Energy in its five-year solid state
lighting commercialization support program, whiﬁh will be complete during the time period covered by
the FEECA goals. Some of the major firms in the LED lighting market, as cited by the Lighting Research
Center at Rensselaer Polytechnic Institute, include Cree, Sylvania, Philips, and Lightolier. According to
the Pacific Northwest National Laboratories, LED output per watt in the past 5 years has improved by 35
percent per year while the cost per lumen has decreased 20 percent per year; costs per LED jumen . . .
are predicted to drop to $3/klm by 2015, which will make solid state lighting less expensive than
compact fluorescents on a first-cost basis.”

However, since LED luminary lamps are primarily an opportunity for lifetime cost savings, and
not additional energy savings, | do not recommend any adjustment to the technical potential study
results for this measure.

Q. Rather than assuming no efficiency potential from the measures you have described, what
level of efficiency potential might the Commission reasonably assume could be attributed to each
measure?

A. Based on the limited data we have been able to accumulate, the Commission might reasonably
assume 10,596 GWh additional technical potential from the four measures that we believe should have

contributed additional energy savings to the technical potential study.

Building Commissioning - Commercial

“? Michael Ting, e-mail dated September 15, 2008.
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SEER — Residential e

Variable-Speed Pool Pumps - Commercial 660

LED Luminaries — Residential/Commercial Do not recommend additional technical potential.
Total 10,596

Q. By what amount might the Commission reasonably adjust the findings of the technical

potential study to account for the excluded sectors and additional measures that you have shown
meet the study criteria?
A. A reasonable estimate of the additional technical potential that the Commission might
reasonably add to the findings of the technical potential study is 12,700 GWh, including 3,400 GWh
savings from the excluded end-use sectors and 10,600 GWh from the overlooked measures, of potential
energy savings.*® This represents an increase of approximately 8 percent, or a total statewide technical
potential of 42 percent rather than the 34 percent reported by Itron.

| have not performed a similar analysis for potential load reduction {MW) savings because the
necessary load shapes, etc. were not available to SACE at the time that this research was conducted.
Q. What is the general conclusion of NRDC and SACE and its recommendation to the

Commission?

A Based upon my testimony and that of the other NRDC-SACE witnesses, it appears that the FEECA
utilities have substantially underestimated the opportunity for cost-effective energy efficiency in the
public interest. Our testimony describes several problems that lead to this underestimate, but the most

substantial problems are an underestimate of the technical potential by at least & percent, the improper

44 .
Figures rounded from calculated values.

37




10

11

12

13

14

15

16

001465

use of the Participant Cost Test, the use of the RIM test in the face of clear direction from the Legislature
to the contrary, and the imposition of an additional reverse cost-effectiveness test in the form of

excluding the most cost-effective measures with less than a 2 year payback from proposed goals.

The Commission should reject the FEECA utilities’ proposed goals and adopt the interim
percentage savings recommended by NRDC-SACE witness Steinhurst in this testimony. The Commission
should direct further study to address the several errors and missed opportunities in this study as
recommended by NRDC-SACE witnesses. The Commission should clearly direct that the FEECA utilities
adopt the cost-effectiveness tests and analytic perspective directed by statute, as explained in testimony
by NRDC-SACE witnesses. The Commission should adopt goals for demand-side renewable energy
taking into consideration the several policies and broad direction indicating that the Legislature has
found that some significant level of renewable energy development shoutd be pursued through the
FEECA process, as | and other NRDC-SACE witnesses have testified. The.Commission should not close
this docket, or alternatively it should open a new docket, in the interest of resolving the issues that

cannot be fulty addressed at this time.

Q. Does this conclude your testimony?

A, Yes, it does.
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BY MR. CAVROS:

Q. Mr. Wilson, have you prepared a summary of
your testimony?

A, Yes, I have.

Q. Would you please read your summary?

A. Thank you. Good morning, Commissioners.
Thank vyou for the opportunity to testify and participate
in this proceeding on behalf of NRDC and SACE.

The primary theme of my testimony 1s that 1in
order to truly reach for national leadership status on
energy efficiency, the FEECA utilities need to pursue
energy savings with the same vigor and passion as they
have pursued peak reduction.

Florida 1s the only southeast state with
energy efficiency programs operating at a significant
level of statewide impact. Florida is to be commended
for sustaining these programs in spite of a historic,
historical regional bias against energy efficiency.

Commissicners, in this proceeding you have the
opportunity to lead this state. You can join states as
diverse as Arizona and Idaho, whose energy savings
achilevements are three times those of Florida. You can
set goals at a level similar to the recent achievements
of Gainesville Regional Utilities, whose relative

savings are four to five times greater Lhan the recent

FLORIDA PUBLIC SERVICE COMMISSION
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impacts of the four large investor-owned utilities in
this proceeding.

Reaching for national leadership as our
organizations advocate would mean increasing efforts by
at least that much. NRDC and SACE are here because
parts of our organizational missions are to protect
consumers from unnecessary, risky and costly energy
cholces, and to advocate for the reduction of greenhouse
gas emissions and air pollution. Energy efficiency is
widely acknowledged to be the lowest cost energy
resource and 1s available at less than half the cost of
a new power plant. Quite simply, energy efficiency igs
the link between a pro-consumer energy policy and a
comprehengive solution to global warming.

As discussed in my testimony, I believe the
Florida Legislature has made thlis connection. New
policies affecting many aspects of state authority were
enacted, and the FEECA statute appropriately received
review and revision in furtherance of new state policy.
NRDC and SACE recommend a strong and appropriate
response to the legislation passed in 2008.

The heart of the legislative changes to the
FEECA statute 1s to establish the first statutory
standards by which the Commission would evaluate the

enerqgy conservation goals established in thig docket.

FLORIDA PUBLIC SERVICE COMMISSION
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The avallable legislative history for these new
standards unambiguously and explicitly reference with
respect o Section 3A the Participant Test and with
respect to Section 3B the Total Resource Cost Test. In
addition to an explicit reguirement Lo consider the
benefits of energy efficiency, it is also clear that
those standards call for a focus on costs, not rates, in
this proceeding.

Commissioners, it has been an honor and a
pleasure to have the opportunity to serve the public
interest of Floridians by participating in this
proceeding over the past yvear, and I had been hopeful
that our participation in the Collaborative would fully
resolve many of the issues before you teday. I'm aware
that other witnesses have represented what NRDC and
SACE's positions have been in the Collaborative. We
have a different view of that, and I'm happy to discuss
that at an appropriate time.

Thark you, and I lock forward to your
guestions.

MR. CAVROS: I tender <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>