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Q. 

A. 

Q. 

A. 

Q. 

A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

REBUTTAL TESTIMONY OF DR. STEVEN R. SIM 

DOCKET NO. 130199 - El 

JUNE 10, 2014 

Please state your name and business address. 

My name is Steven R. Sim and my business address is Florida Power & Light 

Company, 9250 West Flagler Street, Miami, Florida 33174. 

Have yon previously submitted direct testimony in this proceeding? 

Yes. 

Are you sponsoring any rebuttal exhibits in this case? 

Yes. I am sponsoring the following eight exhibits that are attached to my 

rebuttal testimony: 

Exhibit SRS- 17: Benefits (Only) Calculation Comparison: Mirmesota 

VOS vs. Florida Screening Tests; 

Exhibit SRS -18: Incorrect and/or Misleading Statements Made in the 

Testimonies of Witnesses Woolf and Mims; 

Exhibit SRS- 19: A Look at a Typical Screening Curve Analysis: A 

Generation Option; 

Exhibit SRS- 20: A Look at a Typical Screening Curve Analysis: A 

DSM Option; 

Exhibit SRS- 21: ACEEE's LCOE Fonnula; 

Exhibit SRS- 22: Table from NREL's Economic Evaluation Document; 

FPSC Commission Clerk
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Exhibit SRS -23: SACE 1% GWh Goal Analysis: A Look at Resulting 

2 Electric Rates and Customer Bills; and, 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Exhibit SRS- 24: Sierra Club 1% GWh Goal Analysis: A Look at 

Resulting Electric Rates and Customer Bills. 

What is the purpose of your rebuttal testimony? 

My rebuttal testimony discusses and/or responds to a number of statements 

and recommendations made by the four intervenor witnesses who filed 

testimony in this docket: Dr. Fine (EDF), Mr. Rabago (SACE), Ms. Mims 

(SACE), and Mr. Woolf (Sierra Club) from a resource plmming perspective. 

How is your rebuttal testimony structured? 

My rebuttal testimony is divided into three main parts. In the first part, I will 

briefly discuss DSM solar-related comments, particularly concerning the 

testimonies of Dr. Fine and Mr. Rabago. This discussion begins on page 5. In 

the second pmi of the testimony I will address the testimonies of Ms. Mims 

and Mr. Woolf. My discussion of their testimonies is organized into four 

sections and begins on page 26. The third part is my conclusion that begins on 

page 89. 

Please provide a summary of what yon will discuss in this rebuttal 

testimony. 

Regarding the DSM solar-related comments, mostly found in the testimonies 

of Dr. Fine and Mr. Rabago, that are discussed in Pmi I, I find no fault in the 

fact that none of the witnesses have objected to FPL's recommendation that 

the solar water heating DSM Pilot progrmns be allowed to expire as scheduled 
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at the end of this year. I do disagree with their recommendation that the DSM 

photovoltaics (PV) Pilot programs be allowed to continue despite the fact that 

the programs have never been cost-effective for FPL's customers and are not 

cost-effective today. I point out some misconceptions each witness has 

regarding FPL's integrated resource plarming (IRP) analysis process. I 

disagree with their recommendation that Florida's time-tested DSM 

evaluation approach be suddenly tin·own out and replaced with a brand new 

evaluation approach based on the Millllesota Value of Solar (VOS) approach. 

The reasons for my disagreement with this recommendation are that: (i) this 

VOS approach is not a cost-effectiveness test, (ii) it ignores well known 

system cost impacts thus overstating DSM PV benefits, and (iii) it takes a one

sided view of DSM PV. In addition, I discuss that PV applications other than 

DSM PV would allow FPL's customers to receive both substantially more 

MW of installed PV, and more PV -generated MWh, for the same expenditure 

that is being made for FPL's solar Pilot programs. 

In Part II, I first point out that the testimonies of Ms. Mims and Mr. Woolf 

attempt to avoid the obvious facts that: (i) DSM is less cost-effective now than 

in previous years, and (ii) the increased impact of energy efficiency codes and 

standards has diminished the market potential for utility DSM. Second, I 

discuss the fact that the testimonies of Ms. Mims and Mr. Woolf are riddled 

with inaccurate and/or misleading statements. Through these statements they 

demonstrate that they clearly do not understand FPL's IRP process. Third, I 
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evaluate the DSM goals recommended by these two witnesses. In doing so I 

respond to the over-simplistic mantra that DSM is cheaper than supply-side 

resources by explaining why a Levelized Cost of Energy (LCOE) analysis is 

meaningless for the purpose of making resource decisions. I also demonstrate 

the significant cost impacts to FPL's customers that do not participate in 

utility DSM programs that would result from the witnesses' 1% reduction in 

retail sales GWh goal recommendations. My conclusion is that, due to the vast 

number of problems in their testimonies, and the fact that their recommended 

goals are both extreme and unsupported, their testimonies do not warrant 

serious consideration. 

In Part III, I explain that adhering to sound resource planning principles for 

setting DSM goals in the past has assisted FPL in its ability to serve its 

customers with a high level of generating efficiency, low emission rates, and 

low electric rates. The intervenor witnesses do not (and cannot) challenge 

these results. By again using these sound principles in the 2014 goals-setting, 

Florida and FPL may be described as "out of touch" with what "leading" 

states are now doing in regard to DSM. However, if being "ont of touch" 

results in a high level of generating efficiency, low emission rates, and low 

electric rates, then we should be delighted witl1 this description. Florida and 

FPL should be proud to continue dovm the path of using sound resource 

planning principles it has used over most of the last two decades and ignore 
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the "go along to get along" entreaties from other parties who ask Florida to 

2 radically change course. 

3 

4 Part 1: DSM Solar Testimony 

5 

6 Q. Please briefly describe the testimonies of Dr. Fine and Mr. Rabago. 

7 A. Both testimonies focus solely on PV applications of solar energy and address 

8 the Florida utilities' DSM PV Pilot programs. The messages in each of the 

9 two testimonies are similar and can be summarized as follows: (i) FPL and the 

10 other utilities should continue their DSM PV Pilot programs after their 

11 scheduled expiration at year-end 2014, and (ii) the DSM PV Pilot programs 

12 should be evaluated using "value of solar" (VOS) calculations. The recent 

13 Minnesota VOS calculation approach is repeatedly pointed to by these 

14 witnesses as a model for the type of VOS calculation approach that Florida 

15 should use. 

16 Q. Did Mr. Woolf also provide testimony on the topic of the utilities' DSM 

17 PV Pilot programs? 

18 A. Yes. Mr. Woolf also recommends that FPL's DSM PV Pilot programs be 

19 continued, with modifications, and that the Commission open a separate 

20 docket to investigate appropriate demand-side renewable goals and address 

21 the role of utility-owned solar PV systems. While my rebuttal is tailored 

22 toward responding to Dr. Fine and Mr. Rabago, much of the discussion is 

applicable to the recommendations of Mr. Woolf as well. 
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Q. 

A. 

Q. 

A. 

Did any of these witnesses recommend continuation of FPL's solar water 

heating Pilot programs? 

No. None of them recommended that the solar water heating Pilot programs 

be continued. This is consistent with FPL's view that these non-cost-effective 

programs should be allowed to expire at the end of2014 as scheduled. 

In regard to FPL's PV Pilot programs, are these programs appropriately 

evaluated as DSM programs? 

Yes. To understand why, it is helpful to look at the three basic types of PV 

applications: 

1) Central Station PV: Large-scale (MW) PV facilities at one specific 

location in which I 00% of the output is fed into the utility grid. FPL' s 

DeSoto (25 MW) and Brevard County (1 0 MW) PV facilities are 

examples of this type of PV application. 

2) Distributed Generation (DG) PV: Medium-scale (MW or leW) PV 

facilities at multiple locations located nearer to load centers (than with 

central station PV) in which I 00% of the output is fed into the utility 

grid. FPL's C&I Solar Pa1inership Program that is under development 

and that was described in FPL's 2014 Site Plan is an example of this 

type ofPV application. 
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3) DSM PV: Small-scale (kW) PV installation at a home or business 

2 premise that is primarily intended to serve all or part of the customer's 

3 load (as any DSM measure does) and the remaining portion, if any, of 

4 the PV output is fed into the utility grid. FPL's DSM PV Pilot 

5 programs are examples ofthis type of PV application. 

6 

7 Because a substantial majority, if not all, of the PV output serves to lower the 

8 customer's load, DSM PV programs such as FPL's PV Pilot programs impact 

9 FPL system similarly to other DSM programs. 

10 Q. Were FPL's PV Pilot programs and DSM PV measures evaluated in the 

11 same manner as all other DSM measures during the IRP analyses 

12 performed for this doeket? 

13 A. Yes. 

14 Q. What were the results of those analyses? 

15 A. All of the DSM PV Pilot programs and DSM PV measures, as well as the 

16 DSM Solar Water Heating Pilot Programs and DSM solar water heating 

17 measures, failed both the RIM and TRC preliminary screening tests. 

18 Q. Were these results in the 2014 analyses similar to the results from earlier 

19 cost-effectiveness analyses performed in 2010, when the Pilot programs 

20 were introduced, and in the years between 2010 and 2014? 

21 A. Yes. The 2014 result is consistent with the 2010 analyses and with every 

22 armual cost-effectiveness analysis that has been performed since then. In other 

words, the 'initial' analyses of the DSM PV progran1s that were conducted in 
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Q. 

A. 

2010 showed that the Pilot programs were not cost-effective. Five years later, 

the programs are still not cost-effective. This consistent result of being non

cost -effective in each of these five years is not surprising when considering 

that, these programs started off as non-cost-effective, and there has been a 

trend over the same time frame of steadily decreasing cost-effectiveness for 

DSM measures in general. 

And, as Mr. Rabago indicates in his testimony, a trend such as this one is 

important: 

"The Companies should focus not just on numbers of systems, dollars, 

kilowatts, and kilowatt hours. For a pilot program that should translate 

into a full program, it is the direction that the numbers are moving that is 

most important ... " (Page 11, lines 15-17, emphasis added) 

In regard to the DSM PV Pilot programs, the outcomes of analyses performed 

over the last five years have consistently shown the Pilot programs are not 

cost-effective. Thus, in Mr. Rabago's terms, the "direction" is definitely 

unfavorable for the PV Pilot programs. 

Is that why FPL is recommending that the DSM PV Pilot programs be 

allowed to expire at the end of their current program terms? 

Yes. There is more than enough evidence to conclude that the PV Pilot 

programs are not in the best interests ofFPL's customers. The general body of 
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Q. 

A. 

FPL's customers is harmed by DSM programs that are not cost-effective and 

continuing the DSM PV Pilot programs would only result in continuing to 

harm FPL's customers. FPL believes that its customers can be better served 

by pursuing PV through other applications. I will retum to the idea of 

pursuing other PV applications shortly. 

Do Dr. Fine and Mr. Riibago claim that FPL's IRP analyses somehow 

short-changed DSM PV, compared to other DSM measures, in the cost

effectiveness evaluations? 

Yes. One such claim was based on a misconception of the period of time over 

which FPL analyzed the DSM PV Pilot programs. Dr. Fine states in his 

testimony: 

"The utilities used a two-year payback period to determine the cost

effectiveness of the distributed solar PV program. " (Page 22, lines 4 & 5) 

and, 

"I recommend that the utilities use a longer payback period to measure 

the program's cost-effectiveness that better aligns with the useful life of 

the distributed solar PV investment." (Page 22, lines 13 & 14) 

FPL did use a two-year payback in the last step of its preliminary economic 

screening process. However, all of the PV -based DSM measures failed to 

9 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

survive earlier screening steps and never even made it to the two-year payback 

screening step. All of the earlier screening steps asswned at least a 30-year 

life for the PV equipment, not two years as Dr. Fine apparently believes. In 

addition, the payback screen works in the opposite manner suggested by Dr. 

Fine - the longer the term of the payback criterion, the fewer the number of 

DSM measures that survive this screening step. 

Mr. Rabago makes another unfounded time-related claim: 

" ... they did not value transmission and distribution cost avoidance during 

the entire 30+ years that a distributed solar PV system is likely to 

operate." (Page 7, line 25 through Page 8, line 2) 

Again, this is incorrect. FPL's preliminary screemng analyses of all DSM 

measures, including DSM PV measures, appropriately accounted for projected 

transmission and distribution cost savings for at least 30 years (with the exact 

number of years varying depending upon when the DSM installation was 

assumed to occur). 

Do Dr. Fine and Mr. Rabago agree that DSM PV should be evaluated in a 

consistent manner with other DSM measures? 

No. In addition to the "input- or assumption-based" misconceptions that DSM 

PV was short-changed in FPL's analyses, the two witnesses take issue with 

the entire analytical approach that FPL and the state of Florida have used to 
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A 

evaluate DSM for several decades. What these two \\~tnesses want is to toss 

out tllis time-tested evaluation approach and replace it with a brand new 

evaluation approach. 

Both mtnesses are in basic agreement regarding what this brand new 

approach should look like. As Dr. Fine states: 

"I recommend that the Commission generally use as a starling point the 

Minnesota VOS protocol ... '" (Page 25, lines 19 & 20) 

Have you examined the Minnesota Value of Solar approach and, if so, 

what was your view of it? 

Yes. I have examined the calculation approach as described in the document 

Minnesota Value of Solar: Methodology, Prepared for Minnesota Department 

of Commerce, Division of Energy Resources, January 31, 2014. The 

description of the approach, and how it will be applied, lacked detail in certain 

areas. In addition, it will probably take a few years to see how it actually 

works in practice in Minnesota. However, I believe the description that was 

provided gives a pretty good idea of how it was designed to work. 

Based on that description, I have two pnmary observations about this 

calculation approach. First, it is not a true cost-effectiveness test. Second, it is 

an incomplete and one-sided compilation of supposed benefits. 

11 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Please explain what you mean by your statement that it "is not a true 

cost-effectiveness test." 

The objective of a tme DSM cost-effectiveness test is to examine the 

projected system benefits of implementing a DSM measure as well as the 

costs and cost impacts from implementing the DSM measure. Then, using the 

benefits and costs information, the utility can determine if it is in the best 

interests of all of its customers to implement the DSM measure by examining 

projected "directional" impacts on electric rates and costs. In other words, are 

electric rates projected to increase or decrease as a consequence of adopting a 

particular DSM measure? 

The Minnesota VOS approach does not meet this standard. It examines only 

the benefit side of the ledger. For example, it does not appear to account for a 

utility's administrative costs of implementing a DSM PV program and/or 

tariff. Nor does it provide projections on what direction(s) electric rates and 

costs will be driven by implementation ofthe DSM PV measure. 

Instead, the objective of the Minnesota VOS approach is to provide a 

projection of armual payments that will be made, presumably by the utilities' 

customers, to DSM PV participants over a 25-year period (with the 

understanding that new VOS calculations will be performed each year). In 

other words, it is a "what will a participant be paid" calculation. Thus this 

VOS calculation is somewhat similar in basic concept to a Standard Offer 
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Q. 

A. 

Contract calculation. Neither of these calculations is a true cost-effectiveness 

test calculation. 

In what ways is the Minnesota VOS approach an incomplete and one

sided compilation of supposed benefits? 

There are two major problems with the Minnesota VOS approach that mal'e it 

incomplete and one-sided. The first relates to the categories of system cost 

impacts from DSM that appear to be accounted for as benefits in the 

Minnesota VOS calculation compared to the system cost impacts that are 

accounted for as benefits in the RIM and TRC screening tests used in Florida. 

Exhibit SRS - 17 provides a benefits (only) comparison of the two 

approaches. In other words, this exhibit examines only categories of system 

benefits and does not address DSM PV -related program costs. 

Column (1) lists 10 categories of system cost impacts that, at a minimum, 

should be accounted for on the benefits side of the ledger in a DSM cost

effectiveness test analysis. As columns (2) and (3) indicate, the first six of 

these benefits categories are accounted for both in the Minnesota VOS 

calculation and in the Florida screening tests. The remaining four benefits 

categories are accounted for in the Florida screening tests, but are not 

accounted for in the Minnesota VOS calculation. 

Among these four categories, there are two pairs of system cost impacts. One 

pair accounts for fuel-related system cost impacts and the other pair accounts 
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Q. 

A. 

for emission-related system cost impacts. For either pair, the net impact of the 

two components is typically a net penalty to the DSM measure being 

evaluated. 

Would you please explain why the net impact of these pairs of system cost 

categories is typically a penalty for DSM measures? 

Yes. Mr. Rabago's testimony reflects a lack of understanding of this concept 

when he states: 

"FPL takes the position of assessing a penalty against distributed solar 

PV based on 'avoiding fuel-efficient new generation,' though the basis for 

this approach is not explained in testimony or response." (Page 9, lines 23 

-25) 

Let me first state that these system cost impacts apply to all DSM and 

generation options, not just to DSM PV, when a new generator is avoided. I'll 

explain this using a system fuel cost perspective (the system environmental 

cost perspective works in an identical fashion). When a DSM option with a 

non-zero kW reduction is implemented on a utility system (thus getting credit 

for avoiding or deferring a new generation nnit), there are three impacts that 

occur to the utility system: 
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1) The kW reduction avoids the new generation unit. Thus the kW 

reduction avoids the fuel cost that would have been incurred to 

operate the new generating unit. This is a benefit for DSM. 

2) However, without the addition of the new generating unit, the 

existing generating units on the utility system must operate more 

hours to deliver the GWh that would have been supplied by the 

avoided unit. Because a new generating unit is typically more fuel

efficient than most existing generating units on the utility system, 

the operation of the existing generating units will result in 

additional fuel costs that are higher than the cost of fuel that would 

have been needed to operate a new generating unit. This represents 

a naturally occurring fuel "penalty" for DSM that is also driven by 

the kW reduction of DSM. When taken together, the net effect of 

(1) and (2) is a system fuel "penalty" for DSM; i.e., a reduction in 

projected DSM benefits. 

3) The kWh reduction aspect of DSM serves to lower sales and to 

lower system fuel costs from the marginal unit on the system, thus 

offsetting, at least to a degree, the net fuel penalty that occurs from 

the impacts (1) and (2) described above. 
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Q. 

A. 

Q. 

A. 

All three of these system fuel (and environmental) cost impacts must be 

accounted for in order to develop a complete and accw-ate determination of 

system cost impacts, or benefits, for any DSM measure that has a kW 

component that is given credit for avoiding or defening new generation 

additions. The Minnesota VOS approach to avoided fuel costs appears to be 

based solely on avoiding fuel that is burned by the marginal unit on the 

system. This is analogous to only the third, kWh-driven step described above. 

Because the Minnesota VOS calculation does not address all three of these 

cost impacts, it provides only an incomplete and inaccw-ate accounting of cost 

impacts for DSM PV. 

Is accounting for a "fuel (or environmental) penalty" something that has 

only recently been introduced in regard to DSM analyses in Florida? 

No. This "net fuel penalty" calculation to analyze DSM impacts on utility 

systems has been used in Florida by the FPSC Staff and Florida utilities for at 

least 30 years. This is both appropriate and necessary to account for all of the 

impacts on utility cnstomers. Furthermore, all of the connnercially available 

production costing and optimization models that FPL has used in the last 20 

years account for this impact in analyses of both DSM and Supply options 

when a new generating unit is avoided by another resow-ce option. 

Does the Minnesota VOS calculation properly inclnde all categories of 

costs associated with DSM PV? 

No. It fails to take into account some of the costs that DSM PV would impose 

on the system as described above. This is shown in columns (4) and (5) of 
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Q. 

A. 

Exhibit SRS- 17. In these columns, the projected system cost impacts on the 

benefit side of ledger for all 10 system cost categories are provided based on 

values derived from an analysis of FPL's Residential DSM PV Pilot program 

that has been previously provided in this docket in response to discovery. The 

Mitmesota VOS calculation does not account for the i' through the 1Oth 

system cost categories and thus would project total benefits that are 12% too 

high simply by virtue of not taking all system costs associated with DSM PV 

h1to account. 

What is the second reason why you view the Minnesota VOS approach as 

"an incomplete and one-sided compilation of supposed benefits"? 

This has to do with how the Miunesota VOS calculation and the Florida 

screening tests differ in regard to addressing system enviromnental costs. In 

Florida, if enviromnental costs are used in an analysis, then projected 

enviromnental compliance costs are typically used because these are 

reasonably ascertainable and will directly impact the costs that the utility 

incurs and its customers pay through electric rates. Also, compliance costs 

typically represent the lowest cost alternative that will avoid the 

envirorunental impacts. However, in the Minnesota VOS calculation, 

externalities are used instead. As the tern1 implies, externalities refer to 

impacts that are extemal to those incurred in the market being examined (e.g., 

impacts external to electric utility costs and electric rates paid by utility 

customers in this docket). Therefore, the perceived costs of these externalities 

are not typically recovered fi·om the utility's customers (unless a calculation, 
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such as the Minnesota V OS approach, attempts to internalize these costs so 

that utility customers are paying for them). 

Because externalities are less well defined than projected compliance costs, 

and the magnitude of externality cost values may be limited only by one's 

imagination, their use in the Minnesota VOS calculation will likely result in 

supposed environmental benefits for DSM PV that far exceed the projected 

compliance costs that are typically used in Florida. 

For example, the document states that "the federal social cost of C02 

emissions" is used (page 39, emphasis added). The document states that this 

social cost value for the year 2020 is $51.22 per ton which is much higher 

than the environmental compliance cost projections FPL has seen and utilized 

in recent years. Thus the use of externalities, rather than enviromnental 

compliance costs, will result in an even greater overstatement of projected 

benefits for DSM PV than is shown in Exhibit SRS- 17. 

Furthermore, the Mim1esota VOS calculation does not appear to account for 

externalities and/or other factors (property tax revenues for the municipality 

the generator would be located in, for example) that would favor the 

generating unit that is projected to be avoided by DSM PV. In this regard, the 

Milmesota VOS approach is clearly one-sided in its perspective. 
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Q. 

A. 

FPL witness Deason's rebuttal testimony also addresses problems regarding 

the use of extemalities in analyzing resonrce options. These problems include 

giving credit for avoiding costs that are not considered in setting a utility's 

electric rates and which are arguably beyond the FPSC's jurisdiction. 

Accounting for such costs will typically increase electric rates. For all of 

these reasons, the Conunission has never approved the inclusion of 

externalities for the purpose of assessing DSM or other resource options. 

Based on these shortcomings in the Minnesota VOS approach, would you 

recommend that Florida adopt this approach to evaluating DSM PV? 

No. Using the Minnesota VOS approach may be fine for someone who wishes 

to promote any type of PV use regardless of whether it is cost-effective for a 

utility's customers. However, the use of tlus VOS calculation would not be a 

good thing for FPL's customers because it could lead to paying for PV 

applications that either carmot deliver the value that has been attributed to 

them or are a more expensive way of delivering value than customers need to 

bear. 

The Florida DSM screening test approach, in particular the use of the RlM 

test, is a far better way to pcrfom1 initial evaluations of DSM options such as 

DSM PV. The RlM test evaluates projected benefits, costs, and cost impacts 

that will impact electric rates with which all of FPL' s customers will be 

served. Thus the RlM test meets tl1e objective of a true cost-effectiveness test 

to help determine whether a resource option should be implemented based on 
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Q. 

A. 

what direction electric rates and costs are projected to go. The Mitmesota 

VOS calculation was simply not designed to meet this objective. It was 

designed to calculate a cost value that would be paid to DSM PV participants. 

Do Dr. Fine and Mr. Rabago discuss other, non-DSM approaches to 

utilizing PV? 

Yes. Mr. Rabago's testimony contains the following passage m which he 

supports a non-DSM PV approach: 

"Q. What recommendations do you offer regarding community solar 

programs discussed by the companies? 

A. I believe that community solar programs offer an important opportunity 

to make participation in the benefits of distributed solar an option for 

more customers and in more areas of a utility service territory." (Page 33, 

lines 18-22) 

Dr. Fine's testimony supports another non-DSM PV approach: 

"I also recommend that the Commission consider implementing a utility

owned commercial rooftop PV program." (Page 19, lines 12-14) 

Other statements in his testimony offer additional support for the idea of 

utility-owned PV installations. For example: 
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"The total installed cost for distributed installations fell 12 percent in 

2012 and has fallen 33 percent over the past three years. The cost decline 

is even greater for utility installations." (Page 15, lines 9- 12) 

In addition, he states in a table on page 1 7 of his testimony that in 2013 the 

reported average installed cost for FPL's residential DSM PV Pilot program 

was $4.10/watt. By comparison, FPL's cnrrent estimates for the cost of 

installing utility-scale PV are significantly lower. 

These statements suggest two things. First, if the objective is to promote and 

utilize PV in a more efficient and economic mmmer than the demonstrably 

non-cost-effective DSM PV approach, significantly more MW of PV can be 

installed right now with utility-owned, utility-scale PV for the smne amount of 

money thm1 with a continuation of the DSM PV. Second, if the trend of 

greater cost declines for utility installations compared to non-utility 

installations continues, then this economic advantage for utility-owned, 

utility-scale PV will only increase in the future. 

Note also that this advm1tage refers only to how many MW of PV can be 

installed for the smne expenditure mnount between utility and non-utility 

installations. In addition, the first year capacity factor ofFPL's DSM PV Pilot 

progrmns has been approxinlately 17% to 20%. The cunent projection for 

utility-scale PV facilities' first year capacity factor is approximately 20% to 
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Q. 

A. 

Q. 

A. 

25%. Consequently, not only will a given expenditure amount result in more 

MW of PV capacity being installed with utility versus non-utility installations, 

more MWh of energy will also be produced from each installed MW in utility 

versus non-utility installations. 

Based on these considerations, it is clear that Florida and FPL's customers 

would get more value per dollar spent on PV if those expenditures were made 

for utility-scale PV than with a continuation of the DSM PV Pilots which have 

never been cost-effective. Any consideration of PV should focus on the 

relative economics of the different PV applications. If PV is to be promoted 

as a matter of public policy, FPL believes that the PV applicalion(s) most 

economic for FPL's customers should be pursued. 

Is FPL proposing an alternative to the uneconomic solar rebate pilot 

programs? 

Yes. FPL witness Koch presents in his rebuttal testimony the framework for 

a reseaTch and development (R&D) progTarn that FPL believes could be 

substituted for the ineffectual and non-cost-effective solar pilot programs that 

FPL is currently funding. 

Does Dr. Fine's testimony address a program that is similar to what FPL 

proposes? 

Yes. Dr. Fine's testimony contains a discussion involving a recent Duke 

Energy Carolinas petition to the North Carolina Utilities Cmm11ission for 

approval of a utility-owned distributed PV program. He quoted passages from 

the Duke Carolinas witness (Owen Smith) in that docket in which the witness 
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A. 

discussed the benefits of their PV petition. In addition to helping Duke 

Carolinas meet a state RPS requirement, the following benefits were 

mentioned by the witness: 

"The Program will enable the Company to understand the impact of 

distributed generation on its system ... [and] ... The Program will enable 

the Company to develop and enhance competencies as owners and 

operators of renewable generation facilities." (Dr. Fine lestimony, page 

26, lines 21- 29). 

This description indicates that the Duke Carolinas program is, at least in part, 

an R&D effort. An R&D-based PV effort in Florida that addressed all three 

types of PV applications would be more valuable to FPL's customers than an 

extension of the DSM PV application used in the DSM PV Pilot programs. 

In summary, what do you recommend in regard to the DSM PV Pilot 

programs and the witnesses' view that the Minnesota VOS approach be 

used to evaluate DSM PV programs? 

I recommend the following: 

1) Allow proven cost-ineffective DSM solar water heating and DSM 

PV Pilot programs to expire as scheduled at the end of 2014. They 

have not been cost-effective since their inception and they are not 

cost-effective today. In lieu of these pilot programs, FPL and other 

Florida IOUs could use the money spent on those programs more 
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A. 

productively by conducting R&D that helps gather infmmation on 

the system impacts of both DSM and non-DSM PV applications. 

2) Encourage FPL and the other utilities to look at alternate PV 

applications that deliver more PV MW and MWh per dollar than 

the DSM PV Pilot programs, even if these more promising PV 

applications are non-DSM applications. 

3) Disregard the suggestion to throw away a DSM cost-effectiveness 

analysis approach that has served Florida well for decades, and to 

replace it with an unproven framework from a non-Florida 

jurisdiction with distinctly non-Florida circumstances, to evaluate 

DSM PV. The Minnesota VOS calculation is not a cost

effectiveness test and clearly overstates the projected system cost 

savings value. In addition, it will be interesting to see what the 

Minnesota experience with this approach will actnally be in 

practice over tl1e next few years. A prudent course for Florida will 

be to observe to see if the problems apparent in the calculations are 

addressed. 

Are there any other aspects of either of these testimonies that you would 

like to address? 

Yes. There is one other item I would like to address from Dr. Fine's testimony 

that concems projected C02 emissions for tl1e state of Florida. He states: 
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"Recent emissions trends suggest that the state is going in the wrong 

direction as emissions are rising". (Page 10, lines 5 & 6) 

This statement appears to be based on 2008 and 2010 data and projections for 

the Florida economy as a whole, its power sector, and its transportation sector. 

However, a more recent projection specifically for FPL's utility system was 

provided in Exhibit SRS- 15 of my direct testimony. This projection shows 

that FPL's annual system C02 emissions are projected to decrease by 

approximately 13% over the 2015 to 2025 time frame despite significant 

growth in customer load. 

This projection IS a direct result of FPL's successful on-going efforts to 

improve the efficiency, and lower costs, in generating electricity using clean 

natural gas and in increasing the portion of its total electricity generation that 

comes from emission-free nuclear power. Not only have these efforts resulted 

in low emissions, but in low costs and low electric rates as well. These are 

great results for FPL's customers. However, lower emissions, costs, and 

electric rates for the FPL system also serve to explain why the trend of 

declining DSM cost-effectiveness seen across the U.S. is heightened for FPL. 
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A. 

Q. 

Part U: Ms. Mims' and Mr. Woolf's Testimonies 

How is your discussion of Ms. Mims' and Mr. Woolf's testimonies 

organized? 

My discussion is organized into four general areas for which I will use the 

following headings: 

1) Ignoring the Obvious; 

2) Failure to Understand FPL's IRP Process and Analyses; 

3) An Evaluation of the Recommended Altemate Goals and Impacts on 

FPL's Customers; and, 

4) Other Cmmnents. 

I will generally refer to these two witnesses collectively as "these witnesses." 

However, when discussing specific statements in testimony, I will specify 

which witness made the statement being discussed. 

1) Ignoring the Obvious 

FPL's direct testimony pointed out that there were two primary reasons 

for FPL's proposed goals being lower than in years past: (1) DSM is less 

cost-effective than it has been in the past; and (2) the increased impact of 

energy efficiency codes and standards has lowered the potential market 

for utility DSM by addressing many energy efficiency opportnnities that 
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A. 

otherwise could have been addressed by utility DSM. Did these witnesses 

acknowledge that these two factors will logically result in a reduced role 

for utility DSM? 

No. These witnesses generally failed to acknowledge that DSM is less cost

effective than in previous years and that energy efficiency codes & standards 

are eliminating the potential market for specific equipment that otherwise 

would exist as an oppmtunity for utility DSM. Not surprisingly, instead of 

acknowledging these realities, they attempted to avoid these two facts as much 

as possible. 

However, perhaps recognizing that they could not avoid these two key facts 

entirely, Mr. Woolf offered the following passage: 

"These proposed DSM goals are not low because the DSM opportunities 

are not available or are not cost-effective - as the Utilities claims. The 

proposed goals are also not low because ... new building codes and 

standards are going to eliminate DSM opportunities - as the Utilities 

claim". (Page 4, line 18 through page 5, line 2) 

In this statement, Mr. Woolf is widening the scope of the topic to make it 

appear that FPL is dismissing all utility DSM opportunities. h1 regard to the 

first sentence, FPL has not claimed that there are no available DSM 

opportm1ities that are cost-effective. In fact, FPL is proposing 337 MW of 
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DSM - the equivalent of avoiding a new 400 MW power plant - as cost

effective for its system. The point is that DSM measures in general are less 

cost-effective now than they were in previous years. This means that fewer 

DSM measures pass preliminary economic screening than was the case in 

previous years. In addition, it means that for those measures that do pass this 

screening, the maximum incentive level that can be paid for those measures is 

generally lower than in previous years. Both of these outcomes result in lower 

Achievable Potential for DSM. 

However, Mr. Woolf eventually does make one statement that shows he 

recognizes the obvious fact that DSM cost-effectiveness is declining: 

" ... avoided costs are less than they were in the past." (Page 78, liue 13) 

In regard to his second statement, FPL has not said that new building codes 

and standards are going to eliminate all DSM opportunities. What FPL has 

said, and what is obviously true, is that if codes and standards now require a 

certain level of energy efficiency for electrical equipment, the potential for 

utility DSM to have obtained that exact same efficiency gain from that 

equipment has been eliminated. For example, if codes and standards 

previously allowed the sale of an air conditioner with a SEER level of 14, but 

now require a minimum SEER of 15, the potential for utility DSM to 'move' a 
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Q. 

A. 

customer from selecting a 14 SEER air conditioner to a 15 SEER model has 

been eliminated. These are simple, indisputable facts. 

Again, in regard to the impact of codes and standards' impact on utility DSM, 

Mr. Woolf eventually does admit the obvious: 

"It is true that increasing building codes and standards will make it more 

difficult to achieve DSM savings over time. " (Page 78, lines 26 & 27) 

Would you please provide an example that demonstrates that DSM is less 

cost-effective than it was in previous years'? 

Yes. I will present two examples, one for a single DSM measure and one that 

addresses the entire projected Achievable Potential. First, let's compare the 

RlM and TRC cost -effectiveness results for a single DSM measure (code 

number RSF150 which is a residential R-0 to R-19 ceiling insulation 

measure), assuming no change in the k W, kWh, life of measure, 

administrative costs, or incentive costs, from the 2009 goals-setting analyses 

and the 2014 analyses. The same RlM and TRC preliminary screening tests 

are used in these calculations. The respective benefit-to-cost ratios are: 

2009 

2014 

RlM 

1.21 

1.03 

29 

TRC 

3.16 

2.30 
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The cost-effectiveness ratios under both preliminary screening tests are clearly 

lower now than in 2009 which indicate that the measure is less cost-effective 

now than it was in 2009. From this example it is obvious that other measures 

that were closer to a 1.01 ratio in 2009 would now fall below that threshold 

value in 2014 and be eliminated in the preliminary economic screening steps. 

Moving from a comparison of a single individual DSM measure to all of the 

individual DSM measures, we now compme the Achievable Potential results 

from 2009 and 2014. The list of total DSM measures analyzed, and the 

screening process itself, remained essentially the same between the two yems. 

The 2014 results shown include C02 costs to further ensure the comparison is 

a valid one. The respective Achievable Potential MW values me: 

2009 

2014 

RIM 

949 

504 

TRC 

1,153 

577 

The decrease in the Achievable Potential MW from 2009 to 20 14 is 

approximately 50% under either of the preliminary screening tests. Because 

Achievable Potential addresses all DSM measmes identified initially in the 

Technical Potential step which have survived the preliminary economic 

screening process, these results indicate that there has been a significant 

decrease in DSM cost-effectiveness in general across all DSM measures. 
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Q. 

A. 

Does the projection of higher impacts of codes and standards also 

contribute to the current lowering of Achievable Potential results? 

Yes. In 2009, the projected Summer MW impact from codes and standards 

over the 10-year goals-setting period was projected to be 1,255 MW. The 

current projection of this impact over the present 1 0-year goals-setting period 

is projected to be 1,823 MW. Thns the projected impact has increased by 

almost 50%. After accounting for FPL's 20% reserve margiu criterion, the 

1,823 MW of energy efficiency is equivalent to avoiding more than five 

additional new power plants of 400 MW each. Therefore, this increase in 

energy efficiency delivered by codes and standards is significant - and is 

benefiting all FPL customers because customers do not fund these efficiency 

gains through the Energy Conservation Cost Recovery Clause. It also, 

however, clearly contributes to the current lower Achievable Potential DSM 

MWvalues. 

Is the dramatic lowering of DSM cost-effectiveness something only being 

seen in Florida? 

No. I have the privilege of representing FPL in biannual meetings of the 

Southeast Electric Exchange's IRP Task Force. The group consists of 

representatives of a nmnber of utilities that range geographically from 

Oldahoma to Ohio to Florida. This group includes utilities who operate under 

traditional regulatory structures as well as ones who operate in so-called 

deregulated regulatory structures and/or power pools. At each of these 
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A. 

meetings, resource planning issues and trends are discussed in a roundtable 

fonnat. 

A recUtTing issue in these infmmation sharing meetings in recent years is the 

trend of steadily decreasing cost-effectiveness of DSM. (I note that this trend 

is of particular concern to utilities for whom excessively high DSM goals have 

been set and/or who arc operating under DSM-linked reward-and-penalty 

structures.) Because many, if not all, of the utilities in the Task Force are 

seeing this trend, the issue of decreasing cost-effectiveness of DSM is 

definitely not unique to Florida. 

Is there anything special about FPL's utility system which is contributing 

even more to this trend of decreasing DSM cost-effectiveness? 

Yes. Efficiency is not something unique to DSM resources; efficiency applies 

to generation resources as well. Since 2001, FPL's fossil-fueled generation 

system has seen a 20% improvement in its efficiency. This means that FPL 

now can generate the same arnom1t of electricity using 20% less fossil fuel- a 

fact SACE and Sierra Club should appreciate but which they are 

understandably silent about when these generation efficiency improvements 

are discussed in regard to contributing to declining cost-effectiveness ofDSM 

for FPL' s system. These generation efficiency gains result in lower fuel costs 

to produce each kWh of electricity. In regard to DSM, it means that the kWh 

reduction aspect of DSM options now provides lower benefits than in 

previous years, maldng DSM options less cost-effective. Furthern1ore, FPL's 

32 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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A. 

system is projected to become even more efficient, and to lower fuel costs 

even more, with the completion of the Pmt Everglades modernization project 

and the planned addition of the Turkey Point 6 & 7 nuclear units. Both Ms. 

Mims and Mr. Woolf have chosen to ignore the important role tl1at utility 

system efficiency and lowered costs play in DSM cost-effectiveness analyses. 

Despite their attempts to avoid seriously discussing the obvious fact of 

decreasing cost-effectiveness of DSM, did these witnesses' testimonies 

suggest to you that they are actually concerned about this? 

Y cs. There were two aspects of their testimonies that suggest to me that they 

really do recognize the trend of decreasing cost-effectiveness of DSM and, 

rather than accept that fact, they are trying to avoid that reality by changing 

tl1e rules of the game in Florida. They attempt to do so through two 

discussions or suggestions. 

The first "change the rules of the game" discussion/suggestion is that Florida 

is not using the Utility Cost Test (UCT) in its preliminary screening of DSM 

measures. Regarding this topic, Mr. Woolf states: 

" ... the Utilities ignore one of the most useful screening tests available: the 

Utility Cost test." (Page 20, lines 21 & 22) 

It is not surprising that Sierra Club would prefer that Florida use the UCT in 

its preliminary screening of DSM measures. Use of the UCT will result in 
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even higher benefit-to-cost ratios for DSM measures than the already "low 

hurdle" TRC test. To demonstrate that, let's return to our previous example of 

the RIM and TRC benefit-to-cost ratios in 2014 for a single DSM measure. 

When we now add the UCT benefit-to-cost ratio for that measure, we have the 

following: 

2014 

RIM 

1.03 

TRC 

2.30 

UCT 

3.71 

As shown above, the UCT represents an even lower hurdle for DSM than the 

already low-hurdle TRC test. In addition, the UCT shares a fundamental flaw 

inherent in the TRC test: neither the UCT nor TRC test accounts for the 

important impacts on electric rates from DSM. In previous DSM goals 

dockets in Florida, the UCT was rarely, if ever mentioned. The TRC test was 

ardently endorsed by intervenors desiring the highest possible DSM goals as 

the only correct cost-effectiveness test to use. However, in 2014, with the 

cost-effectiveness of DSM having significantly declined to the point where a 

significant number ofDSM measures are no longer passing even the TRC test, 

it is not surprising that the UCT is now being discussed. This is an attempt to 

change the rules in Florida so that the bar for DSM resource options is 

lowered. 
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Q. 

A. 

What is the other "change the rules" suggestion that is offered in these 

testimonies? 

That suggestion is to include additional "non-energy benefits" on the DSM 

side of the ledger in the preliminary economic screening of DSM measures. 

Both of these witnesses believe this would be a really good thing to do. First, 

Ms. Mims states: 

"The Utilities do not appear to take into account non-energy benefits, also 

known as Other Program Impacts (OPI)." (Page 47, lines 20 & 21) 

Perhaps to avoid the interpretation of OPI as an impact to "Other People's 

Income," Ms. Mims immediately provides some examples of OPis which 

include: "improved health and safety, increased comfort. " (Page 48, lines 1 & 

2) I will retum to these non-energy benefit examples in a moment. 

Mr. Woolf also gets into this act by stating that: 

"DSM goals should reflect DSM benefits beyond those that accrue to the 

utility system. To do so, non-energy benefits should be included in DSM 

screening." (Page 36, lines 13-15); 

And, in regard to accounting for non-energy benefits, Mr. Woolf states: 
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A. 

I recommend that the Commission require the Utilities do apply the 

following ... adders: 50 percent for low-income customer programs; 25% 

for residential non-low-income customer programs; and I 0% for 

commercial and industrial customer programs." (Page 38, lines 6-9) 

The potential impact of including such non-energy benefits in DSM 

preliminary screening analyses is demonstrated in Ms. Mims' Figure 10 that is 

presented on page 49 of her testimony. This figure shows that use of such 

benefits in Massachusetts can change the TRC test's benefit-to-cost ratio 

many times over. For example, in regard to the Residential Retrofit program, 

the TRC benefit-to-cost ratio increases from what appears on her chart to be 

roughly a 1.1 ratio to a ratio of roughly 5.5 solely by applying non-energy 

benefits. 

In other words, the use of non-energy benefits in DSM analyses is a miracle 

cure for the indisputable ailment of decreasing DSM cost-effectiveness. 

Would inclusion of non-energy benefits in DSM analyses in Florida be a 

good idea? 

No. There are numerous reasons why this is a bad idea and I'll mention a few 

of them. First, inclusion of non-energy benefits is an obvious attempt to 

artificially make the cost-effectiveness of DSM appear better than it really is. 

Second, making non-cost-effective DSM appear to be cost-effective through 
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the inclusion of non-energy benefits will result in unnecessary increases m 

electric rates if the non-cost-effective DSM measures are implemented. 

Third, even if one wanted to try to account for non-energy benefits, it would 

be impossible to place an accurate cost value on such benefits. Even Mr. 

Woolf admits as much when he states: 

" ... there is some uncertainty regarding the magnitude of some participant 

non-energy benefits" (Page 37, lines 16 & 17). 

His attempt to heavily qualify this statement does not hide the fact that any 

cost values attributed to non-energy benefits are, at best, highly uncertain. He 

reveals as much regarding his 10% to 50% recommended "adders" to TRC 

benefits in the following statement: 

"These recommended values are based on my extensive review of non

energy benefits in other states, and are conservative relative to some of 

the quantified values of non-energy benefits that I am aware of" (Page 38, 

lines 10-12) 

In plain English, these estimates vary all over the place. 
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Fourth, once one starts down the path of trying to identify what impact to 

society will count as a "non-energy benefit", it will be impossible to know 

where the correct place is to draw the line and say "stop, we won't count any 

more impacts." 

Fifth, use of non-energy benefits as adders to DSM benefits appears to be 

entirely one-sided with various benefits counting only on the DSM side of the 

ledger. Common sense would tell one that there have to be non-energy 

benefits on the supply side of the ledger as well. Examples might include: 

employment impacts, property tax impacts, economic development benefits 

from lower electric rates, etc. And, returning to Ms. Mims' examples of 'non

energy benefits' that include "improved health and safety, increased 

comfort," lower electric rates that result from not implementing high levels of 

non-cost-effective DSM will certainly assist FPL's customers in these two 

considerations. 

In regard to the issue of one-sidedness, it is interesting that Mr. Woolf s 

testimony points out that analysis of resource options should not be one-sided, 

as inclusion of non-energy benefits only on the DSM side of the ledger would 

be, when he discusses the guiding principles of the National Efficiency 

Screening Project (NESP). The NESP principle that is relevant to this 

discussion is: 
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Q. 

A. 

"Applicability to all resources. In general, these principles should be 

applied to all types of electric and gas utility resources; both demand-side 

and supply-side resources." (Page 13, lines 17-19) 

Yet the incredible increase in the TRC benefit-to-cost ratios in Massachusetts 

when 'non-energy benefits' are added as shown in Figure 10 of Ms. Mims' 

testimony suggests that the "applicability to all resources" principle may not 

have actually been put in practice. To see five-fold (or more) increases in 

benefit-to-cost ratios for DSM when non-energy benefits are incorporated 

strongly suggests that either these "benefits" are only incorporated on the 

DSM side of the ledger, or that benefits on the supply-side of the ledger were 

not pursued as diligently or imaginatively. 

For at least all of these reasons discussed above, the notion that Florida should 

suddenly begin to account for non-energy benefits is a very bad idea. In 

addition, FPL witness Deason discusses in his rebuttal testimony why 

inclusion of non-energy benefits would be contrary to established practice and 

good regulatory policy. 

Please summarize this section of your rebuttal testimony. 

The testimonies of Ms. Mims and Mr. Woolf attempt lo ignore the obvious 

fact that DSM is less cost-effective now than in previous years. A simple 

comparison of the cost-effectiveness of a single DSM measure in 2009 and 

2014, and of the Achievable Potential MW in 2009 and 2014, clearly shows 
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that DSM cost-effectiveness has diminished. This is not a phenomenon 

specific to Florida and to how Florida utilities analyze DSM, though it is 

exacerbated by the increasingly high efficiency of FPL's generation system. 

Tllis is a very good thing for FPL's customers, but it also lowers the benefits 

that DSM can provide. 

The testimonies of these two witnesses also attempt to ignore the obvious 

regarding another issue: an almost 50% increase in the projected impact of 

codes and standards in 2014 compared to 2009 will definitely reduce the 

potential for utility DSM to address the specific efficiency gains that are now 

addressed by the codes and standards. 

Nonetheless, their testimonies also suggest that they are aware that utility 

DSM is now less cost-effective. Their testimonies recommend that Florida 

should "change the rules" to protect DSM resources. They suggest that Florida 

should implement the UCT which presents a sigJ.lificantly lower hurdle for 

DSM in screening analyses, thus giving the appearance that DSM is more 

cost-effective than it actually is. In addition, they recommend that Florida now 

incorporate a set of "adders" to boost DSM benefits by up to 50% despite the 

fact that these adders are based on highly uncertain, speculative values that are 

completely one-sided in their application. 
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Q. 

A. 

These suggestions/recommendations are an attempt to deny the current reality 

for DSM: DSM is less cost-effective now than in previous years, particularly 

for FPL, and the growing impact of energy efficient codes and standards is 

reducing the potential for utility DSM etliciency improvements that have 

already been addressed by the codes and standards. As a result, a reduced role 

for utility DSM, as seen in FPL's proposed DSM goals, is now warranted. The 

FPSC should not seriously consider these witnesses' calls to change the rules 

in Florida to shield one type ofresource option (i.e., DSM) from reality. 

2) Failure to Understand FPL's IRP Process and Analyses 

The testimonies of Ms. Mims and Mr. Woolf contained statements that 

were critical of FPL's IRP process and analyses. Were yon surprised by 

this'? 

Not at all. In my approximately 35 years of perfonning resource analyses for 

FPL, I have come to the conclusion that some organizations are almost 

fanatical in how fervently they hold onto the belief that DSM resources must 

always be better than all other resource options. Consequently, when faced 

with analyses that show that DSM should play a smaller role in FPL's 

resource plans than in previous years, it was expected that the analyses, 

assumptions, motives, etc. might be criticized. 
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Q. 

A. 

Did these testimonies include "summary" statements regarding FPL's 

IRP process and analyses? 

Yes. I believe the following two statements, one from each of these two 

witnesses, sum up the view they have ofFPL's IRP process and analyses: 

"FPL lacks transparency and analytical rigor in its resource planning .... " 

(Mims, Page 7, line 24); 

and, 

"It is also clear that if the Utilities were to adopt significantly higher DSM 

goals, then customer bills would be reduced significantly This is the basic 

conclusion from a straighiforward comparison '"f the costs of supply-side 

and demand-side resources; unencumbered by opaque, unduly complex 

and constraining resource planning practices." (Woolf, Page 72, lines 9-

12) 

I will come back to their descriptions of "lacks ... analytical rigor" and 

"unduly complex" later in my testimony. For the moment, let me just state 

that I believe part of the reason for these summary statements is that these 

witnesses simply do not understand FPL's IRP process and analyses. This is 

clear from the number of inaccurate and/or misleading statements that are 

present throughout their testimonies. 
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Q. Please discuss these incorrect and/or misleading statements. 

A. 

Q. 

A. 

Exhibit SRS - 18 provides a listing of at least some of the statements from 

their testimonies that are inaccurate and/or misleading. The exhibit's 10 pages 

provide several dozen examples of inaccurate and/or misleading statements. 

This partial listing of snch statements also inclndes the conect information for 

the topic they have addressed. Many of these statements are about FPL' s IRP 

process and analyses. 

From both the number and breadth of these inaccurate anc!Jor misleading 

statements, it is obvious that Ms. Mims and Mr. Woolf do not understand the 

resource planning process and analyses that they have chosen to attack. 

Are there other problematic statements in their testimonies that you did 

not include in Exhibit SRS- 18? 

Yes. I'll discuss two of them. The first is the following statement from Mr. 

Woolf in which he attempts to argue that the RIM test overstates the lost 

revenue component of the RIM test: 

"The Utilities estimate lost revenues on the basis of a projection of total 

electricity prices... This is not the correct methodology for estimating lost 

revenues that will impact rates. The correct methodology is to use a 

projection of fixed components of rates, not the fixed plus variable 

components of rates." (Page 25, lines 21-25) 
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I disagree. Let me illustrate usmg fuel costs, which is the predominant 

component of variable costs. An analyst starts with a projection of electric 

rates that includes a projection of the fuel component of the rates. Thus the 

analyst has a projection of the fuel-based revenues that are expected to be. 

recovered. However, once a DSM option is added to the system, there are 

several fuel cost impacts that will occur as previously discussed in Part I of 

my testimony. Some impacts will lower the utility system's fuel costs and 

some will increase the utility system's fnel costs. In the RIM test, the net 

effect of these fuel cost impacts from DSM is compared to the forecasted fuel

based revenues. The net effect of DSM on fuel costs is accounted for on the 

benefit side of the ledger and the reduction in fuel-based revenues 1s 

accounted for on the cost side of the ledger as part of lost revenues. 

This comparison appropriately captures whether the fuel component of 

electric rates will increase, decrease, or remam unchanged due to DSM 

impacts. To exclude the fuel-based revenues on the cost side of the ledger, and 

include the net fuel impacts on the system on the benefit side of the ledger, 

would inconectly understate the impact of DSM on electric rates. (It would 

also artificially inflate the benefit-to-cost ratios of the RIM test which is in 

keeping with Mr. Woolfs recmmnendation to add non-energy benefits to the 

DSM side of the ledger.) 
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Q. 

A. 

What is the other problematic statement yon would like to discuss that is 

not included in Exhibit SRS- 18? 

This is actually a series of statements that is made in Mr. Woolf's testimony 

and it refers to the concept of "bills." The following two statements provide 

good examples: 

"Higher DSM goals would result in reduced costs, and therefore reduced 

bills." (Page 9, line 1, emphasis added); 

and, 

"Maintaining low utility system costs, and therefore low customer bills on 

average .... " (Page 22, line 18 & 19, emphasis added) 

I do not believe that Mr. Woolf's testimony ever explains what he is actually 

referring to when he uses the tem1s "bills" and "customer bilL" 

In statements in which he uses the phrase "reduced bills, " he is giving the 

misleading impression that bills for all customers will be reduced by high 

levels ofDSM. He provides cover for himself by occasionally making slightly 

revised statements such as "low customer bills on average," 
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Q. 

A. 

Mr. Woolf is simply referring to total costs as "bills." Because total costs do 

decrease with DSM additions, he claims that the utility's total "bill" to all 

customers will, on average, decrease. This is just a verbal construct that 

ignores the fact that high levels of DSM increase electric rates, resulting in 

actual bill increases for many actual customers. His use of the term "bills" in 

this fashion is an attempt to ignore the fact that non-cost-effective DSM will 

inevitably lead to U1lllecessary cross-subsidization between DSM pmiicipants 

and non-participants in which the non-participants will be hanned. In other 

words, in the context of DSM, there is no one "bill" impact, or even an 

"average bill." There are participants and there are non-participants, and non

participants' bills will go up if electric rates go up. 

Do these witnesses acknowledge the flexibility of DSM to be increased or 

decreased as resource needs and cost-effectiveness warrant? 

No. In fact, these two witnesses are strongly resisting the Florida utilities' 

conclusion, based on months of analyses pcrfonned by each individual utility, 

that the appropriate course of action at tltis time is to reduce utility DSM 

goals. 

My involvement in utility DSM efforts began in 1979 and has continued 

through today. Utility DSM was in its infancy in 1979. One of tl1e initial big 

selling points regarding DSM was the flexibility it offered to utilities. It could 

be ramped up quickly ifload growth accelerated. Likewise, it could be ramped 

down quickly ifload growth stalled or the cost-effectiveness of DSM began to 
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decline. This flexibility attribnte of DSM still exists today. However, some 

organizations snch as SACE and Sierra Clnb now see the flexibility attribnte 

of DSM as something that can only work in one direction: ever npwards. 

FPL has ntilized DSM's inherent flexibility. In 2004, FPL's DSM goals were 

set at approximately 88 MW (Snmmer) per year. After experiencing very high 

peak loads in 2005, FPL volnntarily increased its DSM implementation 

qnickly to its cnrrent level of approximately 120 MW per year. However, by 

the time the 2009 DSM goals docket rolled aronnd, both FPL's rate of load 

growth, and DSM cost-effectiveness, had decreased. Therefore, FPL songht to 

ntilize the inl1erent flexibility of DSM and rednce DSM implementation in its 

2009 DSM goals filing. Accordingly, FPL proposed goals of approximately 

66 MW per year. 

However, FPL's goals were significantly increased to an average of abont 150 

MW per year in the 2009 docket. Yet soon thereafter, recognizing the rate 

impacts that wonld occnr fi·om implementing snch a high level of DSM, FPL 

was instrncted to retnrn to its then cnrrent DSM levels, which averaged abont 

120 MW per year. In 2014, DSM cost-effectiveness has significantly 

decreased even more fuan in 2009. Fnrthennore, energy efficiency codes and 

standards have diminished some of the market potential for ntility DSM, 

particularly in regard to air conditioning eqnipment. 
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Consequently, FPL is attempting to again utilize the inherent flexibility of 

2 DSM to reduce its goals to a proper level that utilizes tlwse utility DSM 

3 options that remain cost-effective. However, rather than accept the cunent 

4 reality of declining DSM cost-effectiveness, and embracing the ability of 

5 DSM to be quickly ramped down or up as a fundamental strength of DSM, the 

6 testimonies of tl1ese two witnesses argue fiercely against FPL's plam1ed 

7 reduction in DSM levels. 

8 Q. Why do yon believe these witnesses are so resistant to reduced levels of 

9 DSM? 

10 A. I believe much of their resistance stems from tl1e business motives of the 

11 organizations they represent. DSM has become a fair sized industry in ilie 

12 U.S. and organizations like Mr. Woolfs employer, Synapse Energy 

l3 Economics (Synapse), have now been in business for over a decade. Synapse, 

14 and oilier such organizations, consistently push for ever higher levels of DSM 

15 regardless of changing load forecasts, changing fuel cost forecasts, etc. This is 

16 not surprising because DSM is tl1eir business. Therefore, these organizations 

17 have a vested interest in attempting to convince as many utilities, regulators, 

18 and legislators as possible to commit to DSM at ever increasing levels. 

19 

20 In this regard, organizations such as Synapse and SACE are simply special 

21 interests attempting to sway decision makers to decide in favor of their 

22 product (DSM) as often as possible instead of presenting impartial, 

analytically-based recommendations. It is good for their individual businesses 
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Q. 

A 

Q. 

A 

Q. 

A. 

Q. 

A 

to do so and I don't fault them for attempting to get favorable decisions that 

will enable them to stay in business. But I believe viewing these testimonies 

as coming from special interest organizations helps explain the extreme and 

unsupported recommendations for DSM goals that I will discuss next in my 

rebuttal testimony. 

3) An Evaluation of The Recommended Alternate Goals and 

Impacts on FPL's Customers 

The Alternate Recommended Goals & Their Development 

In regard to the DSM goals recommended by Ms. Mims and Mr. Woolf 

for FPL, were they based on FPL-specific economic analyses? 

No. 

Were their goals atleast based on Florida-specific economic analyses? 

No. 

Were their goals based on any economic analyses at all? 

No. 

Please describe their recommended goals. 

The primary DSM goal for both witnesses is for GWh reduction. Both 

recommend a I% reduction in retail sales (bnt differ slightly in regard to what 

year that goal should be reached). In regard to MW reduction, Ms. Mims 

appears not to have any such goal in mind. Mr. Woolf recommends that FPL's 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

2013 ratio of MW-reduction-to-MWh-reduction be used and then multiplied 

by the GWh goal. The resulting product is his recommended MW goal. 

Please describe how their recommended goals were developed? 

Because they offer no description of how they arrived at their recommended 

goals, it appears that the GWh goal was developed by simply pulling an 

arbitrary percentage value out of the air. Then the MW goal recommended by 

Mr. Woolf appears to have been developed by selecting an arbitrary ratio 

value from an arbitrarily selected year, then multiplying the arbitrary ratio by 

the arbitrary GWh valne. 

What justification did they give for their GWh and MW goals? 

In regard to the GWh goal, both witnesses essentially said that it was selected 

because (paraplnasing) "other people are doing it." In regard to Mr. Woolf's 

MW goal, he really gave little or no justification as to why he selected this 

approach. Mr. Woolf does admit that his MW-reduction-to-MWh-rednction 

ratio is a " ... simplistic assumption .... " (Page 85, line 23) 

In regard to FPL's analyses that Jed to the identification of its proposed 

goals, how long did it take to complete those analyses? 

These analyses took at least five months of continuous work to complete. 

How long do you estimate it took for these witnesses to develop their 

recommended goals? 

Selecting an arbitrary number for the GWh goal would have been quick. 

However, an arbitrary year had lo be selected, and then a ratio had to be 

calculated, for the MW goal. Taking all of this into account, I cannot imagine 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

why it would take more than five minutes m total to develop their goals 

reconunendations. 

Their "select an arbitrary number" approach certainly wasn't "unduly 

complex," but didn't one of these witnesses also state that FPL's IRP 

process "lacked ... analytic rigor"? 

Ironically, yes. 

A Discussion of Their LCOE-based "Justification" 

In the absence of actual economic analyses, did these witnesses attempt to 

offer anything that could serve as an economic justification? 

Yes. However, just as certain intervenors attempted to do in the 2009 Goals 

docket, these witnesses chose a levelized cost of electricity (LCOE) approach 

to serve as their economic "justification." This was an unfortunate choice. 

Why is an LCOE approach an unfortunate choice? 

It is an unfortunate choice because the results of an LCOE comparison are 

meaningless if the objective is to make a final decision regarding two 

competing resource options, such as a generation option and a DSM option. 

Didn't you discuss this previously in the 2009 DSM docket? 

Yes. In the 2009 DSM Goals docket, my rebuttal testimony included a 

detailed 15-page explanation regarding why a cents/kWh LCOE comparison 

of dissimilar resource options, such as generation and DSM options, could not 

provide a meaningful answer to the question of which resource option should 
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Q. 

A. 

Q. 

A. 

be selected for a utility. This explanation was also subsequently repeated in 

my rebuttal testimonies in the 2009 and 2010 nuclear cost recovery dockets 

(Docket Nos. 090009-EI and 100009-EI). 

Is that explanation still valid today? 

Yes. 

Please summarize the explanation. 

A typical LCOE calculation looks at the projected $/MWh, or cents/kWh, cost 

of an individual resource option to either generate electricity or to reduce 

electricity use. However, the perspective taken is solely of the individual 

resource option itself and assumes that the resource option is completely 

uncmmected to a utility system. In other words, an LCOE calculation is based 

on a starting point assumption that the generator or DSM option is "placed in 

a field by itself' with no connection to a utility system. The LCOE calculation 

then develops a cost of operating the resource option by itself. 

However, this starting point assumption is clearly unrealistic because any 

resource option \\~11 be connected to the utility system. As a result, the 

addition of the resource option will have a number of impacts on the operation 

of other existing resources on the utility system. These are termed "system 

impacts" and are accounted for in IRP analyses, but not in LCOE calculations. 

For example, assume that a LCOE calculation is performed for a new 

combined cycle (CC) generating unit. The LCOE calculation will account for 
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the annual cost of fuel used to run the CC unit. For simplicity's sake, let's 

assume that annual cost of fuel in a particular year is $100 million. However, 

the new CC unit would not operate on the utility system unless it was less 

expensive to run the new CC unit than it was to run existing generating units 

on the system. 

Therefore, for each hour the new CC unit operates and incurs fuel cost, the 

operation of more expensive existing generating units will be reduced. The 

result is that the system fuel savings will be greater than the cost of fuel to 

operate the CC unit. For example, assume the annual fuel savings from 

reduced operation of the existing generating units is $110 million. Then the 

true annual fuel cost for the utility system from operating the new CC unit is a 

net fuel savings of $10 million (= $110 million saved fi·om existing units -

$100 million spent to operate the new CC unit). 

Because an LCOE calculation accounts only for the fuel cost to operate the 

new CC unit, an LCOE calculation fails to account for the fuel savings from 

reduced operation of the more expensive existing generating units on the 

system. Thus an LCOE calculation only accounts for the $100 million fuel 

cost for lhe new CC unit and fails to end up with the conect result of a $10 

million net fuel savings fi·om placing the new CC unit on the utility system. 

(Note that this problem with LCOE calculations is identical to the problem 

earlier discussed in regard to the Minnesota VOS calculation.) 
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As this example shows, an LCOE calculation can be wildly inaccurate 

regarding the true cost of placing a resource option on a utility system because 

it fails to account for a number of system impacts similar to this net fuel 

impact. Thus LCOE calculations provide incomplete, and thus inaccurate, 

results regarding the true costs of resource options. 

LCOE calculations (also commonly called "screening curve" analyses) may 

be useful only in screening applications where similar resources are being 

compared. In fact, LCOE calculations can only provide meaningful screening 

results when the resources in question are identical, or nearly identical, in 

regard to at least four characteristics: 

(1) resource capacity (MW); 

(2) annual capacity factor; 

(3) the percentage of the resource's capacity (MW) that is finn capacity; 

and, 

( 4) the projected life of the resource. 

If at least all of these four characteristics of competing resources are identical, 

or nearly identical, the system impacts of the individual resources will be 

similar and can be ignored in a simple screening among these similar 

resources. 
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Q. 

A. 

However, DSM and generation options are very dissimilar resource options 

and typically share none of these four characteristics. Therefore, use of an 

LCOE calculation to compare these very dissimilar resource options caru1ot 

give meaningful results. Most importantly, because an LCOE calculation fails 

to account for a number of system cost impacts that must be known before a 

complete cost picture of competing resource options is known, LCOE 

calculations should never be used to make a final resource decision for a 

utility. 

Since the time of the 2009 DSM Goals docket, have you further examined 

the LCOE approach that SACE and the Sierra Club are still advocating 

in these two testimonies? 

Yes. On at least three occasions I have had the opportunity to further consider 

the LCOE approach and perform additional examinations. These three 

examinations can be summarized as follows: 

1) Using current forecasts and assumptions, updated LCOE 

calculations for a combined cycle (CC) unit were performed. 

Similar to the analysis presented in rebuttal testimony in 2009, this 

examination looked at how the projected LCOE value for the CC 

unit will change if even one of a number of system impacts is 

accounted for. 

2) A fairly recent American Council for an Energy-Efficient 

Economy (ACEEE) publication that used projected low LCOE 
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values for DSM options, and higher LCOE values for generation 

options, to recommend implementation of large amounts of DSM 

was examined. The second examination took a critical look at both 

the LCOE formula used by ACEEE and the assumptions used in 

LCOE calculations. This examination concluded by perfotming a 

series of LCOE calculations for one DSM option. In these 

calculations, changes to various assumptions were sequentially 

made, one at a time, to make these assumptions more reflective of 

real world DSM. These more realistic assumptions result, not 

unexpectedly, in increases in projected LCOE costs for DSM. 

3) The third examination retumed to the specific LCOE formula used 

by ACEEE to see if their application of the fmmula followed 

guidelines for evaluating energy efficiency and renewable energy 

options that were specified in a publication by the U.S. Department 

of Energy's National Renewable Energy Laboratory (NREL). In 

short, ACEEE's attempted application of this specific LCOE 

fonnula to decide between competing DSM and Supply options is 

not recommended by NREL's guidelines. 

These tln·ee examinations demonstrate two things about LCOE calculations. 

First, by failing to account for system impacts that accompany the choice of 

every resource option, LCOE calculations can only provide inaccurate 

information and should never be used to make a final resource decision. 
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Q. 

A. 

Second, in regard to the values produced in an LCOE calculation, one can 

significantly change (or manipulate) what the resulting values will be through 

the choice of inputs to the calculation. 

Would you please discuss the first of these three examinations? 

Yes. Similar to the LCOE calculation presented in the 2009 rebuttal 

testimony, a new LCOE calculation for a 2019 CC unit was performed. This 

calculation used the same CC unit cost and performance assumptions, and the 

same forecasts for fuel costs, etc., that were used in the DSM goals analyses 

performed for this docket FPL then performed a second, modified LCOE 

calculation in which only one set of system impacts was accounted for. Tllis 

second LCOE calculation assumed that there would be a 10% net savings for 

the FPL system in regard to system fuel costs and system enviromnental 

compliance costs. This 10% net savings assumption is representative of the 

net impact that FPL typically sees in more detailed analyses. These projected 

system net savings are incorporated in the second LCOE calculation. 

For example, the first LCOE calculation shows that the cost of fuel to operate 

the new CC unit in the first year of operation was $422 million. In the second, 

modified LCOE calculation, it was assumed that the system fuel cost avoided 

by operating the new unit (which reduces the operating hours of existing, 

more expensive-to-operate generating units) would be $464 million(= $422 x 

L l 0). The end result for the first year is that the net fuel impact for the entire 

FPL system would be a net savings of $42 million. 
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Both of the LCOE calculations were perfom1ed using FPL's levelized cost of 

electricity calculation spreadsheet. The results of this examination are 

provided in Exhibit SRS - 19 which consists of three pages. Page 1 of 3 

presents the resnlts of the two calcnlations and pages 2 of 3 and 3 of 3 present 

the two LCOE calculations. 

The resnlt of the 1'' calcnlation is a projected LCOE cost of $95/MWh, or 9.5 

cents/kWh, for the CC nnit assuming a 90% capacity factor (which is a 

representative capacity factor valne for a new CC unit on FPL's system). This 

projected LCOE cost for a CC unit is similar to those regnlarly seen in LCOE

based repmis presented by organizations snch as SACE and Sierra Clnb in 

dockets like this one. 

However, the resnlt of the 2"d calcnlation, an LCOE calcnlation modified to 

acconnt for just system fuel cost and environmental cost impacts, is a 

projected LCOE cost of $23/MWh, or 2.3 cents/kWh, for the same 90% 

capacity factor assumption. 

Acconnting for jnst this one set of system impacts only begins to move a 

typical LCOE calculation towards the desired ontcome of any resource 

analysis: to fully acconnt for all cost impacts to a utility system from the 

addition of a resomce option. Yet acconnting for only this one set of system 

inlpacts lowers the original LCOE projected valne of 9.5 cents/kWh by a 
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Q. 

A. 

factor of more than 4 to 2.3 cents/kWh. (Needless to say, the LCOE-hased 

repmis favored by SACE and the Sierra Club do not discuss the results of 

more accurate modified LCOE calculations such as this one.) 

The results of this examination are consistent 'A~th the results of prior analyses 

that were discussed in my rebuttal testimony in 2009. And these results show 

how misleading the results of a typical LCOE calculation are and why one 

should never make a final resource decision based on LCO E calculations. 

Fortunately, neither any Florida utility nor the state of Florida makes final 

resomce decisions based on such a flawed method of comparing resource 

options. 

Please discuss the second examination you made which involves an LCOE 

calculation formula and associated assumptions. 

The second examination looked at two aspects of LCOE calculations used in 

the ACEEE's September 2009 report Saving Energy Cost-Effectively: A 

National Review of the Cost of Energy Saved Through Utility-Sector Energy 

Efficiency Programs. Those two aspects that were examined are: (i) 

assnrnptions used in their LCOE calculation; and (ii) the fonnnla actually used 

to calculate the LCOE values. 

In regard to the assumptions, the ACEEE's report did not provide much 

readily available information regarding specific assumptions. However, the 

report did state that a real discount rate of 5% was used in their LCOE 
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calculations and that values in the 2009 document were present valued back to 

the year 2007. FPL noted that the discount rate selected by ACEEE for their 

calculation is substantially different than the approximate 7%-to-8% range of 

discount rates that FPL has recently used in its JRP analyses, which results in 

a lower cents/kWh projected result for DSM. 

With that in mind, FPL perfmmed a senes of LCOE calculations for a 

representative DSM option again using the same FPL LCOE spreadsheet that 

was used in the LCOE projections for a CC unit discussed above. The initial 

LCOE calculation for this DSM option used a particular set of economic 

assumptions/inputs. Then, these assumptions/inputs were varied one at a time 

in additional LCOE calculations. 

The DSM option was assumed to have the following characteristics: 1 kW of 

demand reduction, 1,752 kWh reduction (i.e., an equivalent capacity factor of 

20%), and a 10-year measure life. These assumptions remained unchanged 

tln·oughout the LCOE calculations. The starting point economic 

assumptions/inputs were: (i) a 5% discount rate, (ii) a 2019 installation (the 

same year as the avoided unit would have gone in service as was assmned in 

the LCOE calculations for the CC unit discussed above), and (iii) an 

accounting of administration and incentive costs needed to initially sign up 

DSM participants. 
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Then, the following sequential changes to the economic assumptions/inputs 

were made: 

The discount rate was changed from 5% to 7.54% (to match the 

discount rate used in the CC LCOE calculation); 

The DSM installation year was changed from 2019 to 2014 (to reflect 

the reality that DSM implementation must occur a number of years 

prior to when a generating unit would go in-service in order to sign up 

enough DSM MW to avoid that unit); 

The fact that the DSM option has only a I 0-year life, but the CC unit it 

is seeking to avoid has a 30-year life, is addressed by assuming that the 

DSM option (or its equivalent) is "re-signed up" in the ll1
h year and 

again in the 21st year with escalation of the administration costs; and, 

The impact of unrecovered revenue requirements is also accounted for. 

An LCOE calculation was made for each of these five cases. The results are 

presented in Exhibit SRS - 20. This exhibit consists of 6 pages. Page 1 of 6 

summarizes the results. Pages 2 of 6 through 6 of 6 present the calculation for 

each of the five cases. 

As shown on page 1 of 6, the initial LCOE value is 3.5 cents/kWh. This 

projected LCOE value is within the 2 to 4 cents/kWh range typically reported 

for DSM in LCOE-based reports favored by organizations such as SACE and 

the Siena Club. 
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Q. 

A. 

However, the calculated LCOE values for the other four cases steadily 

increase as economic assumptions/inputs are changed. It is important to note 

that each of these changes resulted in adjustments that: (i) used identical 

assumptions (discount rate and number of years of costs addressed in the 

calculations) to those used in Exhibit SRS- 19 which calculated an LCOE 

value for a CC unit, and/or (ii) used more realistic assumptions regarding 

when DSM is implemented to avoid a generating unit; and/or (iii) accounted 

for additional costs that would need to be incurred to maintain the kW and 

kWh reductions for the 30-year life of the generator that DSM seeks to avoid; 

and/or (iv) accounted for the umecovered revenue requirement impact of 

DSM on electric rates. 

The revised LCOE calculations showed the projected cents/kWh cost of the 

DSM option increasing steadily from 3.5 cents/kWh to 4.8 cents/kWh in the 

first three revised cases, then jumping significantly to 17.6 cents/kWh when 

the impact of umecovered revenue requirements is incorporated. 

Do you draw any new conclusions from these LCOE calculations? 

Yes. I have already discussed the fact that a final resomce decision should 

never be made based on an LCO E calculation because this type of calculation 

fails to account for very significant system impacts that occur if a resource 

option is added to a utility system. This makes an LCOE calculation 

meaningless in regard to resomce decisions. 
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Q. 

A. 

The new conclusion I draw from these five LCOE calculations is that an 

LCOE value for a single DSM option can vary over a wide range depending 

npon what assumptions or inputs are selected for use in the calculation. 

Therefore, attempting to present LCOE projected values for resource options 

in support of a type of resource option, without also presenting the key 

assw11ptions/inputs used in the calculation, makes an LCOE-based argument 

even more meaningless (if such a thing is possible). 

You mentioned earlier that you also took a look at the ACEEE's LCOE 

calculation formula. Please discuss what you found. 

In regard to their LCOE calculation, ACEEE used a fmmula instead of a 

spreadsheet approach. The LCOE formula they used is presented in Exhibit 

SRS - 21. This one-page exhibit presents both the fonnula itself and a simple 

calculation using that formula. 

As the top half of the exhibit shows, the formula is based on a "Capital 

Recovery Factor." This makes it an odd choice for use in attempting to 

calculate LCOE values for DSM options because the vast majority of DSM 

options have no utility-incurred capital costs associated with them. (Only a 

relatively few DSM options, such as load management options, have capital 

costs.) This raises the question of how applicable a "Capital Recovery 

Factor"-based fonnula is when applied to non-capital costs. 
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Q. 

A. 

This question is underscored by the calculation shown in the bottom-half of 

the exhibit. A very simple DSM option was selected for this calculation. The 

DSM option is assumed to cost $50, reduce 1,000 kWh, and have a one-year 

life. The LCOE calculation using this formula appears to produce a value of 

5.4 cents/kWh. This is disturbing because simple math shows that is the 

wrong answer. $50, or 5,000 cents divided by 1,000 kWh results in a 5.0 

cents/kWh answer. 

Therefore, not only is the applicability of a capital cost-based formula to non

capital costs questionable, at least in this one example this specific capital 

cost-based formula appears to provide the wrong answer. 

Would you please now discuss the third examination you made regarding 

whether the LCOE calculation approach is appropriate when attempting 

to compare DSM and Supply options? 

Yes. While puzzling over the ACEEE's use of a capital cost-based formula for 

calculations of non-capital costs, and the fundamental problems inherent in 

attempting to use an LCOE calculation to compare very dissimilar resource 

options, I ran across an interesting document. The document is A Manual for 

the Economic Evaluation of Energy Efficiency and Renewable Energy 

Technologies. The document was released by the United States Deprniment of 

Energy's National Renewable Energy Laboratory (NREL) in 1995. As a 

national laboratory, one would expect NREL to have taken an impartial view 

of how best to analyze energy efficiency and renewable energy technologies. 
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The document's introductory chapter begins by stating the document's 

2 objective: 

3 

4 "This manual is a guide for analyzing the economics of energy efficiency 

5 and renewable energy (EE) technologies and projects. It is intended (I) to 

6 help analysts determine the appropriate approach or type of analysis and 

7 the appropriate level of detail and (2) to assist EE analysts in completing 

8 consistent analyses using standard assumptions and bases, when 

9 appropriate." (Page 1, 18
' paragraph) 

10 

11 To that end, the document examines a number of methods of performing 

12 economic analyses (or "economic measures" as they are refened to in the 

13 document) including, but not limited to: net present value (NPV), revenue 

14 requirements (RR), intemal rate of return (IRR), etc. Among the methods 

15 analyzed is LCOE and the LCOE formula discussed is identical to the 

16 previously discussed formula used by ACEEE. 

17 

18 In the document's third chapter, a Table 3-1 rs presented. TI1e table rs 

19 described in the document's text as follows: 

20 

21 "Table 3-1 is a quick reference for identifYing the appropriate economic 

22 measure for different investment features and decision criteria. Letters in 

the table indicate whether the measure is recommended, generally not 
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recommended, or commonly used. A blank cell signifies that the measure 

is acceptable. An 'R' signifies that the measure is recommended. 

However, this does not mean that the other economic measures are 

inappropriate. On the other hand, an 'N' means that the measure is not 

generally recommended and may vield incorrect results and conclusions." 

(Page 36, full page, emphasis added) 

Exhibit SRS - 22 provides a reproduction of Table 3-1 from the NREL 

document. Shading has been added to the table to highlight the table's 

conclusions regarding LCOE. Specifically, the table states that the use of an 

LCOE calculation to select from mutually exclusive altematives is "N" (Not 

recommended). DSM and generation options are typically considered as 

mutually exclusive alternatives, and they are certainly mutually exclusive 

altematives in a DSM goals analysis in which DSM seeks to avoid the 

addition of generation units in FPL's resource plans. 

NREL's recommendation to avoid using LCOE calculations to select from 

mutually exclusive alternatives is entirely consistent with FPL's view that 

final resource decisions should never be made based on LCOE calculations. 

However, the witnesses' use of LCOE calculation to justify high levels of 

DSM rather than generation additions is completely inconsistent with NREL's 

recommendation. 
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Q. 

A. 

Please summarize your view of SACE's/Sierra Club's use of LCOE 

calculation results to justify their recommendation for higher DSM goals. 

I have three comments regarding this topic. First, for all of the reasons 

discussed above, it is clear that LCOE calculations are meaningless if the 

objective is to make final resource decisions between dissimilar, competing 

options. Because DSM and generation options are about as dissimilar as 

resource options can be, LCOE calculations are definitely meaningless m 

regard to this docket. The FPSC should base its DSM goals decision on 

comprehensive system analyses that utilize cunent assumptions and 

projections of resource needs. The IRP analyses FPL performed for this 

docket is such an analysis. 

Second, it is disappointing that, five years after the fundamental flaws in 

attempting to justify resource decisions based on LCOE calculations had been 

explained in detail in Florida's 2009 goals docket, and in two Florida nuclear 

cost recovery dockets, these witnesses continue to use LCOE calculations as 

part of their testimonies in a new Florida docket. Although it is disappointing, 

it is not surprising. 

The LCOE spiel appears to be a staple in organizations such as SACE's 

"DSM is always better" playbook. Their LCOE argument sounds good 

superficially, especially for an audience that either does not already 

understand the fundamental flaws inherent in attempting to use LCOE 
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calculations to compare resource options, or which does not then take a 

critical look at this calculation approach. Because such organizations have 

little else they can use in attempting to make an economic justification for 

high levels of DSM, I suspect the LCOE spiel will remain in their playbook. 

These organizations will have to hope that LCOE's superficial appeal will be 

enough to get by with audiences who are not curious enough to examine their 

claims. 

Third, these v,~tnesses' use ofLCOE calculations again in the 2014 docket has 

allowed the results of additional critical examinations of LCOE to be 

presented to the FPSC. These additional examinations, discussed above, only 

serve to further point out how fundamentally flawed an attempt to justify 

resource decisions on LCOE calculations is. In this regard, their testimonies 

have afforded FPL the opportunity to add these new critical examinations of 

LCOE into the record for the FPSC and other interested parties. 
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A. 

Q. 

A. 

Q. 

A. 

Impact oflntervenors' Proposed Goals on FPL's Customers 

Both of these witnesses focus on a recommended goal of a 1% reduction 

in GWh sales. Did either of these two witnesses provide any analyses 

regarding the magnitude of impacts to electric rates and corresponding 

bill impacts to DSM non-participants that would result from their 

recommended goal? 

No. They offer no such analyses. However, Mr. Woolf offered the following 

opinion: 

"The rate impacts of the Sierra Club goals will not be much higher than 

those of the Utilities' goals." (Page 87, lines 2 & 3) 

He offers no analyses to back this statement up. 

Could these two witnesses have offered an analysis to demonstrate the 

impacts of their recommendations? 

Yes. Sucb an analysis was possible usmg a few of the exhibits that were 

presented in my direct testimony and a response to a discovery request. 

Did FPL perform such an analysis? 

Yes. Because botb witnesses recommend a "I% reduction of retail sales" goal, 

the analysis focused on the impacts this GWh goal wo11ld have. 
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Q. Please discuss how the analysis was structured. 

A. Because the timing (i.e., the year) of when the full 1% goal was to be met 

difiered between SACE and the SietTa Club's recommendations, two analyses 

were perfonned. One analysis was performed using SACE's 1% GWh goal 

timing and the other analysis was performed using the SietTa Club's 1% GWh 

goal timing. The analysis was structured as follows: 

The levelized system average electric rate sheet for the TRC 576 MW 

resource plan was the starting point. This sheet provides information for 

the TRC 576 MW resource plan that was equivalent to the information 

provided for the RIM 33 7 MW resource plan in Exhibit SRS - 12 of my 

direct testimony. An electronic version of the sheet for the TRC 576 MW 

resource plan was provided to all pmiies in response !o SACE's 2nd set of 

discovery, POD# 2. 

Because this sheet utilizes the projected total G Wh sales value, and the l% 

reduction goal applies only to the retail sales portion of total sales, FPL 

developed annual modifiers to address the additional impact of the GWh 

goal on total GWh sales. These annual modifiers were then multiplied by 

the previously projected net armual GWh sales to derive reduced annual 

total sales projections in line with the GWh goal. 

Because the "1% reduction in retail sales" goal would reduce projected 

variable costs, the same annual modifiers were multiplied by the 

previously projected variable costs to derive reduced armual variable costs. 

70 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

In order to achieve such an extreme level of GWh reduction, projected 

DSM expenditures would have to increase. The GWh associated with 1% 

of FPL's retail sales is approximately 10 times the GWh associated with 

the TRC 576 piau. FPL very conservatively assumed that the currently 

projected DSM costs for the TRC 576 MW resource plau would double. 

The projected impacts of their recommended GWh goal on electric rates and 

customer bills were then determined and the results were presented in several 

ways for each analysis: 

The levelized system average electric rate was developed aud 

compared to the levelized system average electric rates for the five 

resource plans previously analyzed. This infonnation is presented in 

the same formats used in Exhibits SRS- 11 and SRS - 12 of my direct 

testimony. 

The one-time additional cost that would be needed to make the 

levelized system average electric rate of the RIM 33 7 MW resource 

plan equal to the levelized system average electric rate associated with 

the recommended goal was determined. This information is presented 

in the same format used in Exhibit SRS - 13 of my direct testimony. 

The projected ammal system average electric rates for the years 2015 

through 2025 were determined. 
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Q. 

A. 

The projected bills for a customer with a 1,200 kWh usage over the 

years 2015 through 2025; i.e., a non-participant in utility DSM, based 

on the annual electric rates developed were developed and compared 

to the equivalent projections for the five resource plans previously 

analyzed. The projected electric rate and customer bill information is 

presented in the same format used in Exhibit SRS - 14 of my direct 

testimony. In addition, a cumulative 1 0-year bill impact for 2015 

through 2025 for such a customer was also developed. 

What were the results of these analyses? 

The results of these analyses arc presented in Exhibit SRS - 23 (SACE) and 

Exhibit SRS - 24 (Siena Club). Each exhibit consists of four pages. I'll 

summarize these results as follows: 

Page 1 of 4 of the two exhibits shows that the levelized system average 

electric rate is projected to be 12.1728 cents/kWh for the Siena Club's 

1% GWh goals recommendation and 12.2368 cents/kWh for SACE's 

1% G\Vh goals recommendation. 

Page 2 of 4 compares the respective levelized electric rates for the 1% 

GWh goal analysis to the comparable levelized electric rate for the 

other five resource plans previously analyzed. In both analyses, the 

levelized system average electric rates for the 1% GWh goals analysis 

are significantly higher than the levelized rates for the other five 

resource plans (including the supply-only resource plan). In addition, 
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this page also shows that the 1% GWh goals recommendations will not 

avoid cross-subsidization of customer groups. In fact, it will increase 

cross-subsidization by a significant amount. 

Page 3 of 4 hegins to put into perspective the magnitude of how much 

higher the 1% GWh goal's levelized system average electric rate is 

compared to those of the other five resource plans. 

Exhibit SRS - 13 of my direct testimony showed that to increase the 

levelized system average rate of the RIM 3 3 7 MW plan to the higher 

levelized electric rate of the TRC 337 MW plan, a one-time additional 

cost of $630 million in 2024 would be needed. Page 3 of 4 of Exhibit 

SRS - 23 now shows that the one-time additional cost in 2024 of 

approximately $18,680 million, or $18.7 billion, would be needed to 

bring the RIM 337 MW resource plan's levelized system average 

electric rate to the much higher levelized system average electric rate 

with SACE's 1% GWh goal. In addition, Page 3 of 4 of Exhibit SRS-

24 shows that the one-time additional cost in 2024 of approximately 

$16,266 million, or $16.3 billion would be needed to bring the RIM 

337 MW resource plan's levelized system average electric rate to the 

much higher levelized system average electric rate with the SietTa 

Club's I% GWh goal. 
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Page 4 of 4 continues to put the magnitude of the impacts of the 1% 

sensitivity case on electric rates and individual customer bills into 

perspective. There are two tiers of information on the page. The top 

tier shows the projected annual values for electric rates and customer 

bills based on 1,200 kWh usage. An examination of these values 

shows that these values with the two 1% GWh goals arc significantly 

higher than for any of the five resource plans. 

The bottom tier presents the projections m two ways. First, the 

differentials in customer bills based on 1,200 kWh usage (i.e., a 

monthly bill) for the four "with DSM" resource plans, and with the 1% 

GWh goals, compared to the Supply Only resource plan. The projected 

bill increases with the 1% GWh goals analysis are enormous compared 

to that of the RlM 33 7 plan as shown by the projected monthly 

impacts for selected years shown below: 

Projected 1,200 kWh Bill Impact Comrmred to the Supply Only Plan 

RIM 337 MW Plan SACE l%GWh Sierra Club 1% GWh 

2015 $0.07 $1.13 $1.04 

2019 $0.20 $4.17 $3.38 

2024 $0.28 $9.30 $8.32 

2025 ($0.60) $7.94 $6.99 
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The bottom tier of Exhibits SRS - 23 and SRS- 24 also presents the customer 

bill infmmation in a second way. This shows both the mmual customer bill 

impacts, and the cumulative customer bill impacts for the years 2015 through 

2025, for the RIM 33 7 plm1, md with the respective 1% G\Vh goals, versus 

the Supply Only resource plm. The conesponding mmual customer bill 

differential values for all years from 2015 through 2025 are presented 

graphically in Figure 1 below: 

Figure 1 

P1·ojection of Annual Customel' Bill lmpacts of SACE's & Sierra Club 1% GVVH Goals, 
and FPL's Proposed Goals vs Supply Only Plan (for 1,200 kWh l\Jonthly Usage) 
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Both of the 1% GWh goals recmm11endations are projected to result in higher, 

and generally increasingly higher, aJaJmal customer bills for a customer whose 

1,200 kWh usage remains unchanged compm·ed to either the Supply Only plm 

or the RIM 337 MW plm1. 
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In regard to the cumulative bill impact for such a customer over the 2015-

2025 time period, the RIM 337 MW plan is projected to result in 

approximately a $15 cumulative increase in the customer's total bill (and 

shows a bill savings beginning in 2025) versus the Supply only plan over the 

2015-2025 period. Conversely, the Sierra Club 1% GWh goal 

recommendation is projected to result in a cumulative increase of 

approximately $586 in the customer's bills over the same time period. The 

SACE 1% GWh goal recmmnendation is projected to result in a cumulative 

increase of approximately $681 in the customer's bills over the same period. 

Figure 2 illustrates these enormous differentials in cumulative bill impacts 

over this time period for a customer with 1,200 k\Vh nsage between the RIM 

33 7 MW plan and the two 1% GWH goal recommendations. 

76 



" ~ 
~ 
a 
" :l 
~ 
' a 

2 

3 

4 

5 

6 

7 

8 

$700 

$600 

ssoo 

$400 

$300 

$200 

$100 

so 

I 

Figure 2 

Projection of Cumulative Customer BiH Impacts of SACE's & Sierra Club's 1°/o GWH 
Goals, and FPL's Proposed Goals vs Supply Only Phm (for 1,200 k\:Vh Monthly Usage} 

Therefore, the 1% GWh goal recommendations of either Sierra Club or SACE 

are clearly projected to result in significantly higher annual and cumulative 

bills for individual customers who do not participate in utility DSM and 

whose usage remains at a 1,200 kWh level. The higher bill impacts are 

projected to begin immediately and steadily increase tlrroughout the goals-

setting period. 
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Q. 

A. 

What conclusion can be drawn from these analyses of projected impacts 

to electric rates and individual customer bills from the 1% GWb 

reduction of retail sales goals recommended by SACE and the Sierra 

Club? 

Three conclusions can be drawn. First, Figures I and 2 clearly show that the 

individual customer bill impacts that will result from the witnesses' 

recommended GWh goals are significantly different from tbe " ... will not be 

much higher than those of the Utilities' goals" claim of Mr. Woolf in regard 

to electric rate increases. The projected bill impacts for individual customers 

who are non-participants in utility DSM programs from eitber of tbe 1% GWh 

goal recommendations would defmitely be significant from the begimling. 

Second, the projected bill impacts from the SACE 1% GWh recommendation 

are even worse than the Siena Club's 1% G Wh recommendation. This is due 

to the fact tbat SACE's recommendation is for tbe 1% GWh reduction level to 

be reached in 2016 wllile the Sierra Club's 1% G\Vh recommendation is for 

this reduction level to be reached three years later in 2019. Therefore, the 

longer such an extreme GWh goals recommendation is delayed, the better. 

Obviously, the best solution for FPL's customers is to never implement such a 

recommendation. 

Third, it is impmiant to keep in mind that the usage level used in these 

projections, 1,200 kWh, is the usage level of a residential customer. For 
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Q. 

A. 

commercial and industrial non-participants whose usage levels are much 

higher, their ammal and cumulative bill impacts would be much greater. 

There appear to be two factors driving these projected increases in 

electric rates and non-participating customer bills that would result from 

the 1% GWh goals recommendations: recovery of costs over fewer GWh 

and higher DSM expenditures. Which of the two factors is the bigger 

driver? 

In these analyses, the biggest driver by far is the fact that costs will be 

recovered over fewer GWh. However, there should be little question that 

DSM expenditures would have to increase to meet higher goals. Mr. Woolf 

expressed this in the following statement: 

" ... DSM program goals and budgets can be set in a way to increase 

customer participation. Energy efficiency program goals and budgets 

could be increased to grow the number of customers that experience bill 

reductions." (Page 31, lines 10-12) 

In order to test the sensitivity of the individual customer bill impacts discussed 

above to DSM expenditure levels, FPL ran a separate analysis, labeled "SACE 

1% GWh (2)," in which the projected DSM expenditure increase was cut in 

half. The results of that analysis in regard to individual non-participating 

customer monthly bills with a I ,200 kWh usage are shown on the right-most 

column in the table below: 
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Projected 1,200 kWh Bill Impact Compared to the Supply Only Plan 

RIM 337 MW Plan SACE 1%GWh SACE I% GWh (2) 

2015 $0,07 $U3 $0,83 

2019 $0,20 $4,) 7 $3,78 

2024 $028 $9,30 $8,82 

2025 ($0,60) $7,94 $7,68 

Thus the DSM expenditure assumption has relatively little impact on the 

much higher monthly bills resulting from a 1% G Wh reduction goaL 

In regard to cumulative bill impacts for such a customer over this time frame, 

this assumption of a 50% reduction in the increase in DSM expenditures also 

only decreases the projected impact a relatively small amount The original 

projection for the SACE 1% GWh goal of approximately $681 is only 

decreased by a relatively small amount to approximately $631, 

These results show that the projected increase in customer bills from a 1% 

GWh goal would be driven almost completely by the reduction in GWh over 

which costs would be recovered; Lc,, by an increase in electric rates, 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Is there a simple explanation for why a 1% GWh reduction goal results in 

such significant increases in electric rates and customer bills whose usage 

does not change? 

Yes. A 1% reduction in retail sales goal may seem relatively i1mocuous at first 

glance. However, one must keep in mind that this goal calls for reducing retail 

sales each vear by another 1%. The impact from the reduction in the first year 

remains in place during the second year when another 1% reduction is piled 

on top of the ftrst year's impact, and so fmih. Thus there is an additive effect 

that continues as long as the 1% GWh goal stays in place. At the end of the 

1 0-year period, this would mean approximately a 10% decrease in total retail 

sales for FPL. Recovering fixed costs - costs that are not impacted by an 

energy only goal- over 10% fewer retail sales GWh will result in a significant 

increase in electric rates and a significant increase in bills for individual 

customers who crnmot change, or who choose not to change, their electric 

usage. 

4) Other Comments 

What will you address in this section of your rebuttal testimony? 

I will address a few comments in these witnesses' testimonies related to topics 

that have not yet been addressed. 

What is the first ofthose comments? 

The first such comment is one made by Mr. Woolf in his testimony: 
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Q. 

A. 

" ... one of the key challenges in setting DSM goals is striking the 

appropriate balance between reduced costs and increased rates ... " (Page 

87, lines 11 & 12) 

What is your reaction to that statement? 

I have a couple of reactions. First, in IRP analyses of resource options one 

should not start with an objective of looking for "an appropriate balance 

between costs and rates." Instead, the first issue to be considered is system 

reliability in terms of when does the utility have resource needs and what are 

the magnitudes of those resource needs. Only then does one begin analyses 

that examine how best to meet the specific annual resource needs of the 

utility. 

FPL's IRP analyses are based on determining how to meet resource needs at 

the lowest electric rate impact. This is because electric rate levels affect all of 

FPL's customers. 

However, if one wanted to "strike a balance between costs and electric rates" 

in their decision-making, I can envision a two-column checklist. One colmm1 

would have "Lowers Costs?" as its heading. The other colunm would have 

"Lowers Electric Rates?" as its heading. In FPL's IRP analyses for this 

docket, all of the With DSM resource plans are projected to lower costs 

compared to the Supply Only resource plan. However, only one of the With 
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DSM resource plans, the RIM 337 MW plan, will also result in lower electric 

rates compared to the Supply Only plan. 

Consequently, the table just discussed would look as follows: 

Resource Plan 

RIM337MW 

TRC337MW 

RIM526MW 

TRC576MW 

Lowers Costs? 

Yes 

Yes 

Yes 

Yes 

Lowers Electric Rates? 

Yes 

No 

No 

No 

Recall that FPL's IRP analyses start with a blank slate in regard to 

incremental DSM. One possibility that was examined was to add no 

incremental DSM. That possibility is represented by the Supply Only resource 

plan. The four With DSM resource plans incorporate different levels and/or 

types of incremental DSM. If one's objective is to determine if any of the 

With DSM resource plans accomplish both "objectives" of lowering costs and 

lowering electric rates compared to the Snpply Only plan (i.e., thus striking a 

"balance" between costs and electric rates), only the RIM 337 MW resource 

plan accomplishes both objectives. Thus the RIM 337 MW resource plan is 

the best choice if the objective is find the best balance between the issues of 

cost and electric rates. 
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Q. 

A. 

However, these witnesses are not interested in an actual balance along these 

lines. Instead, their definition of balance appears to be: lower costs as much as 

possible and try to ignore the resulting higher electric rates. 

Do they offer a "fix" for the problem of higher electric rates caused by 

inappropriately high levels of DSM? 

Not really. They first try to ignore it as seen in the statement of Mr. Woolfs 

that was earlier discussed in which he stated that electric rates with very high 

DSM goals "will not be much higher than those of the Utilities' goals. " 

We've seen how incotTect that statement was. 

Perhaps to cover themselves if anybody checked the accuracy of that 

statement, Mr. Woolf offers the following "fix": 

"Utilities should be able to serve a large portion of customers with 

efficiency programs, thereby offsetting any increases in rates that might 

occur." (Page 87, lines 6 & 7) 

In other words, Mr. Woolf s suggested "fix" is do a lot more of the same tiling 

that caused the lligh electrical rates problem in the first place. Non

pmiicipants will be harmed from electric rate increases that are driven by m1y 

level of non-cost-effective DSM. It should be obvious that non-participants 

will be harmed even more if one were to try to solve their problem by 

84 



2 

3 

4 

5 

6 

7 

8 

9 

lO 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

implementing even more non-cost-effective DSM that further mcreases 

electric rates. 

The testimonies of these witnesses lead me to believe that the witnesses have 

a very dismissive, almost cavalier attitude toward the problem of high electric 

rates that their recommended goals would result in. 

Please explain. 

These witnesses first attempt, with a few "trust me" statements, to give the 

impression that their recmmnended goals will result in little to no electric rate 

increases. They offer no analysis specific to FPL or Florida to support their 

claims. Then, still in full "trust me" mode, they claim that any increased 

electric rate problems and non-participant bill problems can be magically 

solved by just implementing even more DSM. They again offer nothing to 

support this second claim. Their testimonies suggest that the witnesses simply 

will not even consider that increasing electric rates will be harmful for a 

portion, and perhaps a large portion, of FPL's customers who will be non

participants in voluntary utility DSM programs. I view this attitude as both 

dismissive and cavalier. 

Perhaps this is to be expected. The mam, if not sole, objective of these 

witnesses is to reduce electric consumption. Higher electric rates typically 

encourage customers to reduce usage. If these witnesses can unnecessarily 

increase electric rates through high levels of utility DSM, then these witnesses 
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Q. 

A. 

have the best of both worlds for their objective. They get energy reduction 

directly from high levels of DSM, and they gel more energy reduction 

indirectly due to increasing electric rates caused by the high levels of DSM. 

This is quite a business model for organizations such as SACE and Synapse. 

However, it ignores the obvious fact that all customers who either cannot 

participate, or choose not to participate, in voluntary utility DSM programs 

will be harmed by higher electric rates. These non-participants, as well as 

DSM patiicipants, are all FPL's customers. FPL cannot ignore the fact that 

unnecessarily high electric rates, such as those that would occur as a result of 

arbitrarily high DSM levels, will hatm a substantial portion of its customers. 

This is one of the primary reasons why FPL is proposing DSM goals of 337 

MW. FPL's proposed goals result in lower electric rates for all of FPL's 

customers. 

Were there any specific comments in either of these two witnesses' 

testimonies that you would like to point out because you are in agreement 

with the comment? 

Yes. I have already mentioned two such statement earlier in my testimony in 

which Mr. Woolf stated that " ... avoided costs are less than they were in the 

past" and that "It is true that increasing building codes and standards will 

make it more difficult to achieve DSM savings over time. " 
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In addition, there are four other statements in Mr. Woolfs testimony that I 

would like to point out because they are also important points to make in this 

docket and I also agree with these statements. The first of these statements is 

actually a quote from the FPSC Order in the 2009 DSM goals docket: 

"Those who do not or cannot participate in an incentive program will not 

see their monthly utility bill go down unless they directly decrease their 

consumption of electricity. If that is not possible, non-participants could 

actually see an increase in their monthly utility bill. Since participation in 

DSM programs is voluntary and this Commission is unable to control the 

amount of electricity each household consumes, we should ensure the 

lowest possible overall rates to meet the needs o( all customers. " (Page 

18, lines 19-25, emphasis added) 

FPL agrees with this key principle espoused by the Commission. 

The second statement m Mr. Woolfs testimony that I agree with 1s the 

following: 

"Applying the RIM test to screen efficiency programs ... may lead to the 

lowest rates .... " (Page 22, lines 14 & 15) 
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FPL agrees and utilized the RIM screening test to help ensure that its 

proposed DSM goals are projected to deliver the lowest possible electric rates 

of any of the With DSM resource plans. 

The third statement of his that I am in agreement with is: 

" ... it is important to avoid cross-subsidies where possible .. . " (Page 23, 

line 13) 

Unnecessary cross-subsidization that results from selection of inappropriate 

levels of DSM is an excellent example of the type of cross-subsidies that can 

and should be avoided. 

The fourth statement ofl'vfr. Woolfs that I agree with is the following: 

"As explained in DEF's and FPL 's testimony, the number of payback 

years influence consumer decisions for adopting energy efficiency 

measures .... " (Page 101, lines 3 & 4) 

FPL again agrees and uses this consideration to address free-riders. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Part IH: Conclusion 

Based on your experience, do you believe that an IRP analysis approach 

is the best approach to use when making resource decisions? 

Yes. An IRP approach, such as the IRP process that FPL utilizes, is by far the 

best approach to use when making resource decisions for a utility's customers. 

It requires analysis of the timing and magnitude of resource needs, plus 

analysis of the capacity and energy impacts that competing resonrce options 

will have on the utility system from both an economic and non-economic 

perspective. 

For how long has FPL's generation analyses utilized FPL's IRP process? 

FPL has used its IRP process to analyze generation options since at least 1991 

which was the year I joined FPL's Resource Assessment & Planning 

department, then named the System Plaoning department. 

For how long has FPL's DSM analyses utilized FPL's IRP process? 

FPL also has used its IRP process to analyze DSM options since at least 

1991. 

Did the analyses that developed FPL's proposed DSM goals in this docket 

utilize FPL's IRP process? 

Yes. 

Why is FPL proposing DSM goals based on IRP analyses? 

FPL is doing so because it believes that an IRP analysis approach will result in 

the best resource decisions for FPL's customers. 
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Q. 

A. 

Q. 

A. 

Are the intervenor witnesses recommending alternate goals based on IRP 

analyses and, if not, why not? 

No. Their testimonies do not explain why they choose not to utilize IRP 

principles and analyses. Instead, they choose to base their alternate goals 

recommendations on arbitrarily selected numbers which, if accepted by the 

FPSC, would result in those witnesses' objective of ever-increasing amounts 

of DSM, and ever-increasing electric rates, being realized. Their objective of 

ever-increasing amounts of DSM also appears to be based, at least in part, on 

the fact that such an objective is economically beneficial to organizations such 

as SACE and Synapse. 

Intervenors recommend DSM goals of a 1% reduction in retail sales. 

FPL has sought approval of a RIM 337 MW portfolio. Would a good 

middle ground be the extension of the current DSM goals levels? 

No. To better understand why this is so, one needs to retmn to the 2009 

docket. Even at that time, utility DSM cost-effectiveness overall was declining 

and the impact of energy efficiency codes and standards was becoming more 

widely recognized. As a result, FPL proposed a reduction in the 2009 docket 

from its set-in-2004 DSM goals of approximately 88 MW/year down to 66 

MW/year. 

Thus the eventual decision to instruct FPL to continue to implement DSM at 

an average level of 120 MW/year meant that the 120 MW/year DSM 

implementation level was already not cost-effective in 2009. Since that time, 
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Q. 

A. 

DSM cost-effectiveness has further declined and the impact of energy 

efficiency codes and standards has increased. This means that DSM 

implementation at a 120 MW/year level is even more non-cost-effective and 

less suppm1able today than it was in 2009. 

What is your reaction to the perceived-dramatic decrease of DSM if 

FPL's proposed goals are adopted by the FPSC? 

If FPL's proposed goals arc adopted by the FPSC, then the decrease in goals 

from 120 MW /year to 34 MW/year will appear to be dramatic and may be 

deemed by some as questionable. I have two reactions to that 

First, as discussed in direct testimony, the FPL system is in a very desirable 

situation for FPL's customers in regard to fuel efficiency, low emissions, and 

low electric rates. With the approval of the FPSC, FPL was able to accomplish 

this by adhering to sound IRP principles and basing its decisions on rigorous 

IRP analyses. FPL 's proposed goals are based on the utilization of these same 

sound IRP principles and analyses. Consequently, it should be made clear that 

FPL's proposed goals are based on a proven and logical approach that has 

shown to deliver very desirable results for FPL's customers. 

Second, it is important to remember - with perfect 20-20 hindsight from a 

resource planning perspective - that the proposed decrease from 120 

MW/year to 34 MW/year was not supposed to have happened in that manner. 

Recall that in 2004 FPL' s goals were set at 88 MW /year. By 2009 it was clear 

91 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

to FPL that DSM cost-effectiveness was steadily declining and that energy 

efficiency codes and standards were delivering significant amounts of energy 

efficiency that could, therefore, no longer be delivered by utility DSM. Based 

on these facts, FPL proposed lowering its goals in 2009 fi·om 88 MW /year to 

66 MW/year. Both trends of declining cost-effectiveness of DSM and 

increasing energy efficiency from codes and standards have continued since 

2009. As a result, FPL is now proposing that its DSM goals be lowered to 34 

MW/year. 

Thus, from a resource plarmer's perfect 20-20 hindsight view, what "should" 

have happened was a logical and step-wise decrease in DSM goal levels from 

88 MW/year in 2004, to 66 MW/year in 2009, to the proposed 34 MW/year 

level in 2014. This decrease would have been consistent with trends of 

declining DSM cost-effectiveness and increasing impacts from energy 

efficiency codes and standards over that time period. 

What is your reaction to the implications by the intervenor witnesses that 

FPL, and the state of Florida, have "outdated" views and are "not 

following [so called]leading states and utilities"? 

If someone wants to describe adhering to sound IRP principles and analyses in 

how a utility plans to meet its system needs as an "outdated" method, so be it. 

In my opinion such a statement simply reveals a lack of m1derstanding 

regarding how traditionally regulated ntility systems operate and should be 

plmmed for. The IRP approach is the best way to perform such plarming. 
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A. 

Q. 

A. 

In regard to the notion of so called "leading" utilities and states, that view is in 

the eye of the beholder. Taking a lemming-like approach and following 

someone else to avoid criticism is behavior that should have been left behind 

when one ends their high school days. Doing the conect thing, regardless of 

any name calling or criticism that may ensue, is the very definition of what 

being a "leader" means. FPL is doing the correct thing for all of its customers 

by utilizing lRP principles and analyses to determine its proposed DSM goals. 

llms I view FPL as a leader in how DSM analyses should be conducted. I 

hope that the 2014 docket decision will be a "leader" resnit, not a "lemming" 

result 

In summary, what would be the best decision in this docket for all of 

FPL's customers? 

FPL's proposed goals are based on sound IRP principles and analyses. 

Therefore, I believe that the best decision for all of FPL's customers is to 

adopt FPL's proposed goals. 

Does this conclude your rebuttal testimony? 

Yes. 
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(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

Benefits (Only) Calculation Comparison: 

Minnesota VOS vs. Florida Screening Tests 

(l) (2) (3) 

Projected Benefits (Only) Projected Benefits (Only) 

Benefits (Only) Categories* Categories Included in Categories Included in Florida 

Minnesota VOS Calculation? RIM & TRC Screening Tests? 

Avoided Generation Capacity Cost & Avoided Reserve 
Yes Yes 

Capacity Cost * 
A voided Plant O&M Yes Yes 

Avoided Transmission Capacity Cost Yes Yes 

Avoided Distribution Capacity Cost Yes Yes 

Avoided Fuel Cost Yes Yes 

Avoided Environmental Cost** Yes Yes 

Fuel Cost Savings from Avoiding Generator No Yes 

System Fuel Cost Penalty from Avoiding Generator No Yes 

Emission Cost Savings from Avoiding Generator No Yes 

System Emission Cost Penalty from Avoiding Generator No Yes 

Total Benefits (Only) Calculation"" 

Overstatement of Benefits (Only) in Minn. VOS Calculation= 

%Overstatement of Benefits (Only) in Minn. VOS Calculation= 

( 4) (5) 

Benefits (Only) Benefits (Only) 

Category Values as Category Values as 

Calculated for FPL 's Calculated for FPL's 

Residential PV Pilot Residential PV Pilot 

Program: Program: 

Minnesota VOS Florida Screening Tests 

Perspective Perspective 

(CPVRR, $000) *** (CPVRR, $000) *** 

12,322 12,322 

9,819 9,819 

2,439 2,439 

325 325 

30,937 30,937 

14 14 

0 50.286 

0 (56.246) 

0 21 
0 (29) 

55.856 49.888 

5,968 ·-· 

12% --

"'The benefit (only) categories listed above include all of those identified for the Minnesota VOS calculation, plus two fuel-related values and t\.vo environmental-related values, 

which FPL's DSM preliminary screening tests do account for. These four categories should be accounted for in any calculation ofDSM benefits in which DSM is assumed 

to avoid or defer new genemtion addition.'l. In this way, the complete set of fuel and envirorunental.'lystem impacts from DSM can be accounted for. 

** The Minnesota VOS calculation addresses environmental impacts through externalities. The Florida screening tests typically address environmental impacts through projected 

costs of environmental compliance. 

"** The values shown in Columns (4) and (5) are taken directly from the preliminary economic screening analysis ofFPL's Residential PV Pilot program that was perfonned 

for this docket. These values are benefit (onlvl values. No program cosls are accounted fur in these values, therefore lhcse value do not represent net benefits. 
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DocketNo. 130199-EI 

Inconect and/or Misleading Statements Made in the 

Testimonies of Witnesses Woolf and Mims 

Exhibit SRS-18, Page 1 of 10 

Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and M!ms 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 

Compared to the 2009 DSM goals setting, DSM Is 

significantly less cost-effective. As a result, more 

DSM measures now fail the screening and lower 

incentives levels remain for measures that still 

survive the screening. In 2009, using essentially 

"These proposed DSM goals are not low because the the same cost-effectiveness screening approach 

Woolf 4/18 DSM opportunities ... are not cost-effective- as the as is used in 2014, the Achievable Potential was 

Utilities claims" (Incorrect) 949 MW (RIM) and 1,153 MW (TRC). In 2014, 

lower DSM cost-effectiveness has reduced the 

Achievable Potential by approximately 50%: 504 

MW (RIM) and 577 MW (TRC). (Both sets of 

values use then current/current C02 compliance 

costs.) 

Compared to the 2009 DSM goals-setting, 

significantly more energy efficiency is now 

projected to be delivered by energy efficiency 

"[These proposed DSM goals are not low because] new codes and standards over the 10-Year goals 

Woolf 5/1 
building codes ond appliance standards are going to setting period: 1,823 MW (currently) compared to 

eliminate DSM opportunities- as the Utilities claim." 1,255 MW (in 2009). This increase of 

(Incorrect} approximately SO% more effrciency from codes 

and standards eliminates all utility DSM program 

technical and achievable potential for measures 

now addressed by these codes and standards. 

The only generation without the potential for 

avoidance/deferral by DSM is the partial 

replacement of the projected loss of 1,260 MW of 

GT capacity With 1,055 MW of new CT capacity. 

This partia I replacement is necessary to ensure 

"FPL's resource planning understates DSM capacity (i.e., operational fast start capability in the Southeast 

MW) benefits by freezing in place several new Florida region. The 255 MW difference represents 

Woolf 6/18 generation options, including new combustion turbines increased resource needs beginning in 2019 that 

and the Turkey Point Units 6 & 7," (Misleading and DSM could compete for. All other resource needs 

Incorrect) through 2025, including those projected to be 

met by Turkey Point 6 & 7, were examined to see 

if sufficient DSM Achievable Potential existed to 

meet those needs. For 2022 & 2023, there 

insufficient DSM Achievable Potential to meet 

those resource needs. 

FPL fully analyzed two resource plans, RIM 526 

MW and TRC 576 MW, in which 100% of the 

"FPL 's resource planning understates DSM energy (i.e., projected DSM Achievable Potential was 

incorporated without any consideration for 
Woolf 6/23 MWh) benefits by assuming that DSM measures can on/ 

y meeting reliability needs. in addition, the energy 
be installed for meeting reliability needs." (Incorrect) 

(MWh) related benefits, and costs, of all DSM 

assumed In all four "With DSM" resource plans 

was fully accounted for in FPL's analyses. 
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DocketNo. 130199-El 
Inconect and/or Misleading Statements Made in the 

Testimonies of Witnesses Woolf and Milns 
Exhibit SRS-18, Page 2 of 10 

Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 
"- ,,, '"" 

The sunk cost principle states that sunk costs are 

appropriately excluded when tile comparison is o 

"In economic terms, these existing costs [referring to 
"going forward'' costs of project A vs project B. 

unrecovered revenue requirements or ''lost revenues"} 
However, the Rate Impact Test is not a strict 

evaluation of going forward costs. It is an 
are called sunk costs. Sunk costs should not be used to 

evaluation of rate impacts. These costs will 
Woolf 22/8 assess future resource investments because they ore 

incurred regardless of whether the future project is 
be/have been paid for by the utility and will be 

recovered from the utility's customers whether 
undertaken. Application of the RIM test is a violation of 

project A orB is selected. Therefore, it is entirely 
this important micro-economic principle." (Incorrect) 

appropriate to determine how the recovery of 

those costs with either project will affect electric 

rates which is what the RIM test determines. 

The $630 million value is in reference to the year 

2024, not 2014. FPL did not state that lost 

revenues would result in an additional cost of 

"FPL states that it would have to incur 'an additional cost $296 million or $630 million. Those cost values 

of approximately $296,000,000 in 2015, or of were used to simply show the magnitude ofthe 

approximately $630,000,000 in 2014' to raise rates differences in the system average levelized 

Woolf 24/26 enough to cover the TRC 337 MW pion relative to the electric rates between the RIM 337 MW and TRC 

RIM 337 MW plan .... This is simply not true. The recovery 337 MW resource plans; i.e, the difference in 

of lost revenues does not result in 'additional' costs to these levelized electric rates is equivalent to 

the utility or to customers," (Incorrect and misleading) incurring an additional cost of either $296 million 

in 2015, or $630 million in 2024, in the RIM 337 

MW plan to increase its leveliz:ed rate to the 

higher levelized rate of the TRC 337 MW plan. 

Neither the RIM nor TRC preliminary screening 

test provide complete information regarding 

projected rate and cost impacts, Instead, the two 

preliminary screening tests are designed to 

" ... the RIM test does not provide the specific information 
indicate in which direction (up or down) rates 

and/or costs are projected to likely go when 
Woolf 25/3 that utilities and regulators need to assess the actual 

compared with an equivalent size Supply option. 
rate ond bill impacts of DSM programs." (Misleading) 

Complete, and therefore more accurate, 

projections of rate and cost impacts are derived 

only with system analyses which was 

accomplished with FPL's IRP analyses conducted 

for this docket 

Lowering the number of GWh over which costs 

addressed in numerous clauses {capacity clause, 

environmental clause, etc.) are recovered results 

"Between rote cases, DSM will not increase rates 
in higher cents/kWh charges for each of these 

because the Utilities' rates will not be adfusted to collect 
clauses, thus raising electric rates for all 

customers. In addition, the RIM screening test 
lost revenues of any kind. .. For this reason alone, the RIM 

does not attempt to project how much electric 
Woolf 26/5 test results provided by the Utilities are simply wrong-

rates will increase just as neither the RIM nor TRC 
they significantly overstate the extent to which the 

screening tests attempt to project how much 
Florida DSM programs might increase rates." (Incorrect 

and misleading) 
costs may change. System analyses, not screening 

tests, provide these projections. Furthermore, the 

statement ignores the impact of 'regulatory lag' 

that is addressed in FPL witness Deason's rebuttal 

testimony. 



9 

10 

11 

12 

Docket No. 130199-EI 
Inco!Tect and/or Misleading Statements Made in the 

Testimonies of Witnesses Woolf and Mims 
Exhibit SRS-18, Page 3 of 10 

incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 
n. ·'" 

Resource planning analyses often give correct 
results which may be counter-intuitive to 
individuals who are not experienced in actually 

"Do you agree with FPL's and DEF's conclusion that the petiormlng such analyses. These individuals often 

Woolf 34/12 
cost of complying with GHG regulations will have little overlook the fact that DSM has 3 separate 
impact on their efficiency opportunities? No. This impacts on system fuel and emissions. Two of 
conclusion is counter-intuitive .... " (Misleading) these are system benefits and one is a system 

cost. The net effect on a DSM measure will vary 
by a number of factors: DSM measure, projected 
GHG cost values, etc. 

The w/C02 sensitivity analyses analyzed all850 
DSM measures and started by first calculating all 

" ... FPL 's .. .resource screening eliminated the maJority of of the benefits, including C02 benefits {and costs) 
Woolf 34/17 DSM measures before C02 costs were even considered in accounted for in both preliminary screening tests. 

the sensitivity analyses." {Incorrect) Only then did the 4-step preliminary screening 
process that examines DSM costs versus these 
benefits begin. 

FPL's analyses do not support this statement and 

" ... properly accounting far the value of avoiding GHG 
the witness has not offered any analyses of his 
own to back up this claim. In addition, the 

Woolf 35/3 compliance costs would decrease the estimated rate 
addition of GHG compliance costs to any utility 

impacts of DSM." (Incorrect) 
system will automatically increase the total costs 
and electric rates of virtually all current utilities. 

FPL's process conducted only one screening: the 
"FPL...perform two separate economic screening preliminary economic screening. In the system 
analyses in this process- first, a preliminary screen to 'analysis, two resource plans, RIM 526 MW and 
determine the economically viable DSM measures, and TRC 576 MW, which assumed the full Achievable 

Woolf 41/25 
second, a screen based on resource planning Potential DSM values, were fully evaluated. (Two 
modefs ... This results in 'double screening' which other resource plans, RIM 337 MW and TRC337 
eliminates o Iorge portion of the DSM measures before MW, were based on a competition between DSM 
they are compared to 5upp!y-side resources with the measures to select the most economical DSM 
resource planning models." {Incorrect) measures based on each screening test's 

perspective to provide 337 MW.) 
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DocketNo. 130199-EI 
Inconect and/or Misleading Statements Made in the 

Testimonies of Witnesses Woolf and Mims 
Exhibit SRS-18, Page 4 of 10 

Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect anr:l/or Misleading Testimony Statement Correct Information 

Compared to the Supply Only resource plan, FPL's 

proposed DSM goals will raise electric rates in 

each year of the 10-year goals-setting period 

"FPL. .. set their DSM goals by including only those DSM 
before then lowering electric rates. However, this 

Woolf 52/13 measures that wiff not increase electricity rates." 
"portfolio" of DSM measures results in lower 

electric rates than any of the other DSM 
(Incorrect) 

portfolios. In addition, FPL's proposed DSM goals 

are projected to result in the lowest !evelized 

system average electric rates of any of the 5 

resource plans. 

FPL selects supply-side resources that are 

projected to have the lowest system average 

"Using rate impacts os the primary criterion to select 
rates. Because the number of GWh over which 

system costs are recovered does not change whe 
Woolf 53/7 DSM programs is inconsistent with the treatment of 

choosing between supply options, the selection o 
supply-side resources." (Incorrect] 

the supply option with the lowest cost is also the 

supply option with the lowest electric rate impact 

and vice versa. 

The levelized system average rate calculations 

Discussing levellzed system average rate calculations: presented in Exhibits SRS-12 and SRS-13 do not 

Woolf 54/7 
"Note that these rate impacts are based on lost revenue utilize any projection of "lost revenues" as shown 

estimates that are grossly overstated as described in by the column headings. The calculations are 

Section 3." (Incorrect) based simply on a projection of system net costs 

divided by a projection of system net GWh. 

A smaller combined cycle would have lower 

capacity costs, but would result in lower fuel 

"DSM programs could potentially reduce the size of this savings and emission savings than the 1,269 MW 

Woolf 58/10 [combined cycle] unit, thereby saving significant combined cycle unit utilized in the analyses. By 

capacity costs." (Misleading) pointing only to the capacity costs, Sierra Club 

witness Woolf is understating the energy (MWh) 

beneftts of the larger combined cycle unit. 
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Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information p, '"" 
FPL has several optimization tools and models. 

FPL appropriately used several of these 

optimization tools in developing the Supply Only 

"FPL does not use its optimization model to identify the 
resource plan and in developing the DSM 

Woolf 58/16 best mix of supply-side and demand-side capadty 
portfolios incorporated in the RIM 337 MW 

resources." (Incorrect) 
resource plan and the TRC 337 MW resource plan. 

The other two "with DSM" resource plans, RIM 

526 MW and TRC 576 MW, did not require 
additional optimi2:ation over the 10-year goals-
setting period. 

FPL's screening practices for supply-side resource 

are not discussed or presented in FPL's filing. 
However, FPL evaluates or screens supply-side 

resources to determine the option projected to 

"FPL 's DSM screening practices ... conflicts with FPL 's 
result in the lowest average system rates, which is 

Woolf 59/9 screening practices for supply-side resources." 
entirely consistent with FPL's DSM screening 

process. Because the number of GWh over which 
(Incorrect) 

system costs are recovered does not change whe 

choosing between supply options, the selection o 
the supply option with the lowest cost is also the 

supply option with the lowest electric rate impact 
and vice versa. 

FPL fully accounted for all energy (kWh) benefits 

"FPL...has essentially ignored OMS's [sic] energy 
of each individual DSM measure in the 
preliminary economic screening and fully 

Woolf 59/21 benefits, and has thus dramatically understated the 
accounted for all energy (MWh) benefits of each 

economic and achievable DSM potential." (Incorrect) 
DSM portfolio in the system economic and non-
economic analyses. 

DSM does not result in reduced customer bills for 
all customers unless the OSM selection is 

designed to reduce electric rates. Lower electric 

"DSM offers many advantages, with the primary rates lower all customers' bills. If DSM selection 

advantage being that DSM reduces utility system costs increases electric rates, then under such DSM 

Woolf 63/18 and thereby reduces customer bills. The one (and only) non-participants will see higher bills because 

countervailing consideration Is that DSM can potentially electric rates have increased. ln addition, another 

increase electricity rates." (Incorrect and misleading} consideration for high levels of DSM are system 

rellability concerns. This has led FPL to institute a 
3rd reliability criterion, the generation-only 

reserve margin (GRM). 
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Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 

"' ,, ' 
DSM does not reduce a utility's reserve margin 

criterion. For example, a 20% reserve margin 

criterion does not change from 20% to 19% 

because DSM is added to the system. Moreover, a 

" ... note that the DSM programs can help reduce the high projected level of DSM can lead to the need 

Woolf 68/8 rese111e margin requirements (in MW) .. " (Misleading or for a new reliability criterion such as FPL's GRM 

incorrect) criterion. It does take less MW of DSM than 

generation MW to meet the reserve margin 

criterion. FPL's IRP analyses fully accounts for this 

in both the preliminary economic screening and 

system analyses. 

Although the DSM measures considered by two 

different utlllty companies may be identical, there 

"It is also remarkable that FPL is proposing to reduce its 
will always be differences between the two 

DSM goals by so much more than the reductions 
utilities in regard to the economics of their 

individual systems. In regard to FPL, FPL's 
Woolf 76/9 proposed by the other companies. There is no reason 

generating system has become significantly more 
why there should be such striking differences between 

energy efficient and has lowered energy costs du 
the goal reductions across the four utilities." (Incorrect) 

to modernization efforts and nuclear capacity 

up rates. This means that, all else equal, DSM will 

be less cost-effective on FPL's system. 

No two utilities are identicaL They will have 

different generation efficiencies, different 

" ... there is a big difference in the [energy-to-capacity] 
marginal costs, different resource needs, etc. 

ratios across the four Utilities ... There is no good reason 
Consequently, the amount of DSM, and the type 

Woolf 85/14 
for such differences across utilities within the some 

of DSM, that is projected to be cost-effective on 

state." {Incorrect} 
each utility system will vary. This variation can be 

significant. Whether the two utitlties being 

compared are in the same state or not is 

irrelevant. 

Nowhere in the FEECA statutes is there a directio 

that specifically names the TRC test as the sole 

6/25 
" ... FEECA mandates that utilities use the total resource test for Florida to use. The statutes do not name a 

Mims 
cost ("TRC") ... " (Incorrect} specific test, merely attributes of the testing. 

Florida utilities' interpretation of the statutes 

differs from this witness' interpretation. 
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Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information ,, ,,. 

The analysis in question focuses on what a 

"The Utilities do provide the residential bill impacts oja customer whose monthly usage remains at 1,200 

customer consuming 1200 kWh a month ... the analysis is kWh regardless of whether a RIM or TRC portfolio 

Mims 19/14 
flawed because the Utilities use the some denominator has been used; l.e., the customer is a non-

(kWh) consumed for the TRC and RIM portfo!Fos even participant in either DSM portfolio. Such 

though the TRC portfolio would result in less customers will receive a higher bill with the TRC 

consumption." (Incorrect) portfolio til an with the RIM portfolio because the 

TRC portfolio will result in higher electric rates. 

"Goal setting costs" encompass both preliminary 

economic screening analyses and system 

analyses. Florida requires administrative costs be 

included In both the RIM and TRC preliminary 

screening tests. {Even Sierra Club witness Woolf 

"Administrative costs should not be included in goal agrees that administrative costs should be 

Mims 32/4 
setting costs." {Incorrect) 

included in these preliminary screening tests.) In 

system analyses of resource plans, omission of 

DSM administrative costs would result in 

incomplete cost information being used which 

would result in incorrect analysis results. 

Therefore, DSM administrative costs must be 

included to ensure a complete cost picture. 

There are no "corresponding" benefits directly 

" ... the Utilities screened measures out of the energy tied to administrative costs; there are only 

benefits associated with the kW and kWh 

Mims 32/18 
efficiency potential based on cost-effectiveness--

reduction impacts of the DSM measure itself. FPL 
inclusive of administration costs-- but did not take into 

account corresponding program benefits." (Incorrect) 
fully accounted forth ose benefits in its 

preliminary economic screening of DSM 

measures. 

FPL did not use maximum incentive costs in its 

Mims 33/8 
"Utilities use of maximum incentive costs creates inflate d preliminary screening analyses. The maximum 

toto/ costs in benefit-cost tests." (Incorrect) incentive costs were developed only after all of 

these screening steps were completed. 
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Incorrect and/or Misleading Statements Made in the Testimonies of Witnesses Woolf and Mims 

Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 
p"''" 

FPL performed separate optimization analyses of 

both the RIM 337 MW DSM portfolio and the TRC 

"What little optimization analysis FPL did perform did no 337 MW DSM portfolio. Both optimization 

Mims 52/23 examine any additional energy efficiency after 2014." analyses addressed 337 MW of additional energy 

(Incorrect) efficiency and load management OSM measures 

for all of the 10 years in the goals-setting period, 

the years 2015 through 2024. 

FPL provided all of the Strategist output reports 

that it relied upon in its analyses conducted for 

this docket. The Strategist model was used solely 

"The limited reports FPL provided suggests [sic]: (1) FPL 
to examine only generation resources capable of 

meeting a 2019 resource need. The reports dear! 
either limited the resources available for Strategist to 

show that all feasible generating options for this 
Mims 54/2 choose such that a combined cycle unit in 2019 was 

always chosen or; (2) FPLforced Strategist to choose the 
near-term resource need- combustion turbines, 

combined cycle unit." (Incorrect) 
combined cycle unit, and PPAs- were evaluated. 

The results were consistent with results from 

recent years with the combined cycle emerging as 

the best choice. FPL did not force Strategist to 

choose a combined cycle. 

The reports FPL provided clearly show that an 

'' ... as a result of the few Strategist report[ sic] FPL gave 
analysis of CC, CT, and PPA options resulted in the 

SACE, it does not appear that FPL can demonstrate that 
CC being the economic choice for FPL's 

customers. Furthermore, if the CC unit chosen 
Mims 54/7 its choice of this unit for avoided cost purposes was the 

was not the economic choice, then a substitution 
best choice for the system and customers." (Incorrect 

of a more economic choice would then have 
and misleading) 

resulted in even fewer DSM measures surviving 

the preliminary economic screening. 

FPL fully analyzed two resource plans, RIM 526 

MW and TRC 576 MW, in which 100% of the 

" ... FPL witness Sim states that DSM resources cannot 
projected DSM Achievable Potential was 

meet projected resource needs then a supply option is 
incorporated without any consideration for 

Mims 54/12 meeting reliability needs. (The portion of the text 
added first and DSM resources are reduced ta exactly 

SACE witness Mims is referring to clearly refers to 
meet FPL 's need." (Incorrect or misleading) 

the development of two other resource plans that 

were also analyzed in which DSM portfolios were 

optimized to meet FPL's specific resource needs.} 
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Witness 
Starting 

'"''" 
Incorrect and/or Misleading Testimony Statement Correct Information 

Although combined cycle plants of different sizes 

can be built, utilities select the combined cycle 

size and other unit characteristics that are best 

"FPL could build a combined cycle plant with total output economically for their specific utility system. That 

Mims 55/7 
less than 1,269 MW. Many other plants have been built is precisely why different utilities select different 

at lower output, such as Duke Energy Carolina's recently size combined cycle units. At the time 

approved Lee units." (Misleading) assumptions were frozen for the DSM goals 

analyses, a 1,269 MW combined cycle unit was 

the most economical choice for combined cycle 

additions. 

LOLP is solely a reliability criterion. Once the LOLP 

"FPL concluded that a GRM was necessary for two rellabillty criterion is set, it is not used to "balanc 

Mims 60/2 
reasons. First, because it reduces LOLP. LOLP is thought reliability and economics". It is used as a measure 

to balance reliability and economics, so the point of the of system reliability. The lower the projected 

GRM should not be to minimize LOLP." (Incorrect) system LOLP, the more reliable the utility system 

is from a probabilistic perspective. 

FPL did not conclude that a GRM reliability 

criterion was needed because it increased 

reserves, but because it Increased operational 

reserves. These are two distinct considerations. 

FPL's analyses showed that additional operational 

reserves at FPL's system peak hour, which would 

"Second, FPL concluded chat the GRM was beneficial be achieved by ensuring a minimal level of 

because it increased reserves. The simple fact that more generation reserves, would be beneflclal for FPL's 

Mims 60/6 reserves ore available at peak times does not mean that customers. In regard to economics, the RIM 337 

those reserves are needed or appropriately balance MW resource plan that meets the GRM criterion 

economics and reliability." (Incorrect) is projected to result in the lowest electric rates 

for all of FPL's customers of any of the four "With 

DSM" resource plans. Thus the RIM 337 MW 

resource plan is projected to result in higher level 

of system reliability and the lowest electric rates. 

This is a desirable combination for FPL's 

customers. 

FPL chose to begin meeting the GRM in 2019 for 

two reasons. As clearly shown in Exhibit SRS-10, 

"Finally, the fact that FPL chooses not to apply the GRM all five resource plans are projected to already be 

until2019 suggests to me that the standard is arbitrary. at or above a 10% GRM level each year from 2015 

A planning reserve margin can change from year to year through 2018. Thus 2019 is the first year a GRM 

certainly, but I'm not aware of any reliability criterion is needed to ensure that a 10% GRM 

Mims 60/11 organization that simply chose to delay implementation minimum level is maintained. In addition, FPL is 

of a reserve margin requirement until five years down following the approach used in 1999 when the 

the rood. FPL has given no indication as to why reliability total reserve margin criterion for the investor-

should not be compromised currently without the GRM owned utilities was changed from 15% to 20%. 

but is necessary starting in 2019. (Incorrect) The 1999 decision cal!ed for the 20% total 

reserve margins to be achieved in five years {in 

2004). 
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Witness 
Starting 

Incorrect and/or Misleading Testimony Statement Correct Information 
p, 

, '" 

FPL fully evaluated both the RIM 526 MW and 

"FPL determined that its RIM 526 MW and TRC 576 MW TRC 576 MW resource plans in its system analyses 

sensitivity case plans are were [sic] non~conjorming, and exactly as it evaluated the Supply Only, RIM 337 

Mims 60/18 
thus not eligible under FPL's criteria to continue to be MW, and TRC337 MW plan. This fact is discussed 

evaluated in the goa/setting proceeding. Thus the GRM on many pages of FPL witness Sim's testimony 

could have the effect of unnecessarily limiting FPL 's DSM and results ofthose analyses are detailed in the 

efforts." (Incorrect) following exhibits to his testimony: Exhibits SRS-

11, SRS-14, SRS-15, and SRS-16. 



A Look at a Typical Screening Curve Analysis: 

A Generation Option 

Levelized Cost of 

Correction Electricity (cents/kWh) 

Typical View w/o Corrections None 9.5 

Accounts for System Fuel Cost & 

w/ Only 1 Conection Envirornnental Compliance Cost Net 2.3 
Savings 
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Case 

Typical View 

Discount 
Rate 

5.00% 

2 corrections 7.54% 

w/ 3 7.54% 
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Includes Unrecovered LCOE 

Rev. 

No 3.5 

No 3.9 

No 4.2 

No 4.8 

17.6 
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C"pacity 

~~r 
' ' '" " " 

,,, ,,, 

Discount Faolor:~ 0.0754 

Bose (MWJ 1.00 
He>\ Rate 

FiMd O&M ($!KW-)T) 0.00 

Capital Ropla"" {£/kW-Yr) 0.00 

VOM ($MY.11) o_oo 
GasTrnns ortarion o_OO 

in-oervJC<> J'C."ll" 2015 

book life 35 

Leveliz~d Levdized 
Sfi.,:W $/MWh 

309 706 

309 353 
309 235 

309 176 

309 141 

309 118 
309 1!11 

309 88 

309 78 
309 71 
309 64 

309 59 
309 54 

309 50 
309 47 

309 44 
309 41 
3{)9 39 

309 37 
309 35 

"' '" 

In-Service 
Yenr Ycnr 
2014 0 
2015 1 
2016 2 
2017 3 

201~ 4 

21!19 5 
2020 6 
2021 7 
1021 ~ 

2023 ~ 

2024 10 
2025 11 

1016 12 
2027 13 
202~ 14 

1029 15 
2030 16 
2031 !7 
2032 IB 
2033 19 
2034 20 
2035 11 
2036 22 

2037 23 
2038 24 
2039 25 
2040 26 

21)41 27 

2M2 23 
2M3 29 
20'14 30 
2M5 31 
2046 32 
21)47 33 
2048 34 
2049 35 

(0) 

Capital 
,000 

' " " ' ' " " " " " " " " " " " 0 
0 

" ' 0 

" 0 
0 

" 0 

" " 0 

" " 0 

" " " " 

Fixed Costs 

Fixed 

O&M 

'OOO 

" " " ' " " " " " " " " " " 0 

" ' ' " ' 0 

" 0 

" " 0 
0 

' " " " ' ' ' " 0 

'" 
Capital 

Repl"oemcnt 
>000 

" " " " ' " 0 

" " ' " ' 0 

" ' " " 0 

" 0 

' " ' ' " " ' " ' " " 0 

' ' " ' 

Screening Curve Rt!.iults for a DSM l'rogram: w/ 4"' Corrcdion 

'" 
FirmGns 

T ransportati<:>n 
>OOO 

' ' ' 0 

" " ' ' 0 

' " ' ' ' ' ' 0 

" " " " " ' " 0 
0 

" ' " ' ' " 0 

' " " 

(10) 

NO, 
Emi<>ioo 

,000 

' " " " " " " ' ' ' " ' ' " " " " " " ' " 0 
0 

' " 0 

" ' 0 

' ' ' ' " ' 

(1!) 

so, 
Emi..,ion 

>OOO 
0 

' " 0 

" " 0 
0 

' 0 
0 

" ' ' 0 
0 

" " 0 

" ' 0 

" 0 

" 0 

" " 0 
0 

' " 0 

" 0 

' 

(12) (13) 

Variable Costs 

;ooo 

' " 0 
0 
0 

' ' ' 0 

" 0 

" " 0 

' ' " " ' " 0 

' " ' " " ' " 0 

' ' 
" " 0 

" 

Emissio11 
>OOO 

" ' ' ' ' " ' " " ' ' ' " 0 
0 
0 

' ' 0 

0 

' ' " ' ' ' ' " ' ' " " ' ' ' 

(14) 

'"" Costs 
,000 

" 0 
0 

" " " ' " " 0 
0 

" " 0 

" 0 

' " " ' 0 

" 0 

" " " ' 0 
0 

" 0 
0 

" ' " " 

(IS) 

Variable 

O&M 

""' ' " ,, 
0 

" " ' " " " " 0 

" " ' 0 

" 0 

" " " " " " " " " " 0 

" " " " " " " 

(16) (l7) 

Unr=ovcred 
Revennc 

Incentive Ccsts Rcqnircmcnts 

$0!10 $0!10 

: 
' " ' " 

~ " 
: 

(18) 

Total 
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DocketNo. 130199-EI 
ACEEE's LCOE Fmmula 

Exhibit SRS-21, Page 1 of 1 

(from ACEEE's Sept. 2009 "Saving Energy Cost~Effectively" Document) 

I. Formula: Cost of energy saved (in $/kwh)= (C x 10"6) x (Capital Recovery Factor) I (D x 10"3) 

where the Capital Recovery Factor~ [A'(l+A)AB]/ [(l+A)'B)-1] 

A= discount rate 
B = estimated measure life in years 

C = total program cost in millions of dollars 
D = total kwh saved that year by the energy efficiency program 

II. Example Calculation: using a proxy DSM measure 

Assumptions: 

Calculation: 

LCOE Formula Result: 

Simple Calculation Check: 

Cost 
Measure Life= 

$50 

kwh savings= 1,000 
discount factor= 0.08 

Cost= 
capital recovery factor = 

capital recovery factor= 
capital recovery factor= 

kwh saved= 

$50 
0.0864 

0.08 
1.08 

1,000 

$/kwh~ $0.054 

cents/kwh ~I 5.4 

Cost= $50 

kwh savings= 1,000 
$/kwh~ $0.05 

cents/kwh-) 5.0 

(numerator) 
(denominator) 

(total) 

~ [0.08'(1+0.08)'1] 
~ [(1+0.08)'1)-1] 
~ 0.0864/0.08 

~ ($500xl.08)/1000 



Investment Features 

Investment after return 

Regulated invesbnent 

Financing 

Risk 
Societal Costs 

Taxes 
Combinations of investments 

Investment Decisions 

Accept/reject 

Sel"eCt frOin:inUfiiaJi)t~eXdUSlVe 
- - - -'"--_- :1i -,- _-::: '-- -- - -- -

alternatives-'_--,_::;~: __ -_ -::> 
Ranking 
Limited budget) 

R- Recommended 
N- Not recommended 

C- Commonly Used 

Table from NREL Document on Cost-Effectiveness Analysis 

(from NREL's 1994 Document: A Manual for the Economic Evaluation of 

Energy Efficiency and Renewable Energy Technologies) 

Table 3-1. Overview of Economic Measures Applying to Specific Investment 

Features and Decisions~ 

NPV TLCC RR LCOE IRR MIRR SPB DPB 

N 

R 
N N 

C,R R 

C,R 
N N 

NPV TLCC' RRb LCoEc IRR' MIRR SPB DPB 

N N c 
.. 

R c i'£N; N N N N 

R C,N R N N 

A blank cell indicates that the measure is acceptable 

a. This table is intended to serve only as a rough guideline by which an analyst can identify those measures that warrant 

further investigation. Exceptions to each of the entries will occur. 

b. Text discusses some of the exceptions. 

Economic Measures 

NPV- Net present value 

TLCC- Total life-cycle cost 

LCOE- Levelized cost of energy 

RR- Revenue Requirements 

IRR- Internal rate of retun1 

MIRR- Modified intemal rate of return 

SPB - Simple payback period 

DPB - Discounted payback period 

B/C -Benefit-to-cost ratio 

SIR- Savings-to-investment ratio 

BIC SIR 

N 

C,R 

B/C SIR 

,.., 
N N 

g. 

" H' 
R R 

0 
s 
z 
:;<:! 
tJC 

" t:l 
0 
0 

" s 
tn "' "' g 
::;-

0 5' 
" t:l :;· 
tTio 

C/) 0 ,-, 
:;<:! 0 ,. 
(/) " "' ' 

0 ~ 

t0 §. z .!" ,-, 0 

"0 tn -'" < w 
00 

('I) 8- 0 -'.0 
0 "" 

'.0 
. ..., (3' ' tn - " -



SACE 1% GWh Goal Analysis: A Look at Resulting Electric Rates and Customer Bills 

(Levelize.d System Average Electlic Rate) 

(1) (2) (3) 

Armual Reduced Increased 

Discomn Resource Plan Resource Plan 

Factor Variable Costs Fi;.::cd Costs 

_)'oo; 7""'% ($000, Nom) (<000, Nom) 

"14 ),000 3,0C' 174 0 

20( 0.865 3,401 746 

201' 0804 3,591136 

2019 0.695 4,248,600 

2021 o.oo 1 4,m 510 

~=~"'~~--"~·5'u9_1"'~:956 
r--~~---t-~";-'~;":'----t-~7 :.#l--

2026 0.418 m 
20: 0.389 5,J89,759 

~ 0~ 5.465,963 

~ .11 
2030 }313 6,050, 

20' 127 6,83 . 

96,455 
103,423 

310,156 

437, 91 

573, 77 

850, 1 

989! 44 

1,525, 

1,754,801 

2,028, 44 

(4) 

Non-Resource System 

Plan Otber Revenue 

System Costs * Requirements 

($000, Nom) ($00•1, Nom) 

6, 2,470 9, 5,645 

-',' 136 
1,850 10, '96,051 

7,1 ',379 ,938 

8,1 ,906 12,,36, i62 

13,: m 
14,: 77 

715,026 15,01 ,,)58 

516,970 15/ 5,842 

15,6<; 
16,20 ,766 

9,550,015 16,770,779 

2034 0.2J. 8,01 168 9, 

ll)J 021: 8,427,031 3,836,517 9,647,074 

0183 9,665,026 

__1JJ25 11Jd63,294 

1 

01"1 11,116/18 

4,317,974 

4,425,004 

4,747.213 

9,664,376 

9,692,276 

9,804,202 

2042 0. 1,31 129 5,456,244 9,960,637 

1 5,767,('38 

20'4 0.113 13,' 60,955 

5,97883 10,127,61 

2046 1 

2047 0.091 16,040,895 10,222.913 

6, 40 

2049_ 0.0 1 

2051 0.068 19.53 '589 ~61 
~ 0.059 ,30S,416 7,302, >46 0,552,014 

* lncludes _system ~osts not affected by tbe ]· J sue i 

1,910,62 

23,647,376 

24,280,773 

25,667,733 

,734,010 

2~725. 

30,770,483 

,Q4, 

(0 

Load 

Fo7~~tNEL 

118, 

1 

12' 
124,91> 

12 >73 

129, >54 

13\C 17 

134, >49 

no, 

. "'-
140, 

142, 

153, 

155,'09 

157,974 

161,289 

164,282 

165,800 

168,8C 

172,01 

~ 

'·" 

costs 

(7) 

DSM Energy 

Reduction** 

(GWI;) 
144 

329 
419 

1 

618 

_2211 
"5 
969_ 

1 
,24 

13_ 

,.313_ 

13 

13_ 

1,31 

1,31 

1,313 

1,31 

1,310 

1213_ 
1,313 

1,313 

1 

1,313 

13 

1, 
1,313 

(B) 

= (6)- (7) 

Load Forecast 

NEL Adjusted 

-b(q~ 
7,858 

3.614 

124,495 

,055 

~ 
12 :,609 

' 129,5>18_ 

133,608 

135""'

, 137,166_ 

141.399 

.~ 
144,583 

. >46; 
>48, 

150,' 

152.44' 

154,313_ 

155,225 

156,660 

159,972 

161""-
162,969 

164,486 

167,564 

170,701 

_173 

177. 

178,729_ 

1 

Rcducetl 

(Lo.dfmeo"llNEl 

Adjllsted fo1· 

Add!. DSM 

(GWh) 

7,858 

:,346 

122,196 

m 128 

1::~ 
124,930_ 

128.506 

130,714 

1 1,658 

m, 

139,: 

140,928 

_142,61 
143,495 

144,822 

147,884 

150,654 

154,903 

157,80: 

1 

163,766 

1 

Annual Annual 

Electric Electric 

Rate Rate 

i '' MWL, Nom) I (oomslkWh, NPV) 

8.2605' 8.2605 

8.82416 

10,30091 

95378 

.84516 

1600 

2.37539 

2.61091 

283013 

l.21798 

l.88298 

1~ 
16.47954 

16.76591 

17.356> 

1 

18.40907 

7.63016_ 

7.411381 

7.42975 

>.16185 

6.5852_7_ 

6.15759 

_5.85~ 

5.17271 

4.90158 

- 4.63714_ 
1 

4.13090 

3.75165 

1.52380 

.09624 

2.62209 

2.40<16 

(11) 

Nominal NPV 

Levclized System IL";o)j,ed Sysloml 

Avcmge Ralc Avcrag_e_Ratc 

' 

.:s:·-;;;~··-;,i, '1--7: ~~ 14

1

9"'"·3 -i 

,,,.,p 7.9113 

~ ... ,. 
·"·~ .. ,.. 6.3612 

~~~··'···ttl:·· =~55 .. 50jt::::j0< , .s·,•,. s.u48 
4.7562 

:''~ 3~ 

h8486 

15985 

~c,=---~ 1 3822 

>.86440 

0.57268 

22.56509 

23.51026 

2 08643 C±'l>C c2853 

1.86844 

1.53231 

'"041 

165.66734 

1 114 

0 9610 

1>~', 0.8310 

' '~f.':"''•:q···· =~ 0,71!t;::::j85 

165.6C734 

not !Jed d1rcctly tone\~ DSM s!gnups {such as rebates to cJUsll.ng LM parhctpants, etc.). 

** DSM energy reductions arc incremental from August2013. Le,·di.:ed System Average Electric Rate (cents/k\Vh) 12.2368 
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SACE 1% GWh Analysis: A Look at 

Resulting Electric Rates and Customer Bills 
(Comparison to 5 Resource Plans) 

Levelized 
System Average Avoids 

Electric Rate Cross-Subsidization 

Resource Plan (cents/kWh) of Customer GroUJ2S ? 

---------- ---------- ----------
RIM337MW 11.7412 Yes 

Supply Only 11.7419 Yes* 

TRC 337 MW 11.7579 No 

Information for Non-Conforming Plans (Provided at the Request of FPSC Stafl) 

RIM526MW 11.7431 No 
TRC576MW 11.7636 No 

Information for l% GWh reduction goal 

SACE 1%GWh 12.2368 No 

* This resource plan would avoid cross-subsidization of customer groups in the 
absence of the RIM 337 MW plan. 



SACE 1% GWh Goal Analysis: A Look at Resulting Electric Rates and Customer Bills 

(Additional Cost Needed to be Added to RIM 337 MW Plan to Increase 

its Levelized System Average Electric Rate to That of I ':f., GWh Analysis) 

(l) (2) (3) 

Annual 
I Discount Resow-ce Plan Resoun:e Plan 

Variable Costs Fixed Costs 

YeO' 7W,.; ($000, Nom) ($000, Nom) 

I 
2015 0_930 3,196,991 

2017 0,804 

2018_ ' o, 
2019 

2020 0,641 

202 0,601 

2023 0_520 

2024 0,483 

2025 _ OA49 

3,668,702 

' 24,_(g(l_ 
I 

4,594,064 

4,701,022 

4,583,369 

4,850,401 

5,136,370 

2027 0,389 5,628,8]]9 

=i= 
' 0,361 _5,964,767_ 

2033 

2038 

~ 
2041 

2042 

0_31 

0,270 

- 0,251 

0, 

if'2-
H¥,-

0,140 

131 

7,450,686 

9,187,855 

10,514,972 

1,056,93 

I,OO:J,~ 

I 

12,736,924 

13,418,915 

2044 0:13 15,193,079 

2045 0,105 15,966,093 

~::: 0.084 "JI 
19,14'\QOlS_ 

2050 0.073 

2Q; I 0,068 1,247,010 

205' 

2054 . 0,055 24,419,078 

3,160 

8,65' 

1_1,_644 

339,578 

332,152 

652,88; 

7,908 

952,030 

1,645,223 

1,809,065 

.,157,863 

I 

2,505,464 

3,070,860 

3,693,073 

4,462,447 

4,692,697 

5,192,551 

5,31 ,161 

5,852,05: 

5,987J04 

6,554, 

61'~212 

6,909,669 

7,125"419 

7,668,746 

(4) (5) 

Non" Resource "\Vhat If' 

Plan Oilier One-Time 

System Costs " Cost 

($000, Nom) ($000, Nom) 

I' 
7,042,136 0 

7,557,379 

'775, I" 

8, 1,624 

8,502,872 

_9,31~ 
9,515, 

9,315,026 

9,516,970 

9,490,440 

9,550,015 

9,588,160 

~ 
9,628,360 

9,647,074 

I 

9,692,276 

9,88~ 
9,960,631 

10,127,611 

10,174,319 

10, 1,359 

10,435,361 

10,612,855 

0 

_o 

0 

0 

0 

18,679,498 

0 

0 
0 

0 

_o 

0 

0 

_o_ 

0 

_o_ 

0 

0 

0 

0 

0 
0 

0 

(6) 

= (2)+(3)~4)+(5) 

System 
Revenue 

Requircrnent5 

($000, Nom) 

10,242,292 

1,234,734 

12,2~ 

I 

13,205,265 

3,536,046 

-'-~ 

33,971,8' 

15,605,370 

16,764,475 

',323,843 

18,324,676 

20,979,149 

22,528,002 

25,211,694 

26,0' 1,05) 

27,811,486 

28,690,712 

31,945,757 

32,828,073 

35,159,655 

38,592,100 

42,700,679 

. <>>c1 mead by . , T&D, ;io f, md DSM oo;l; 

not tied dm:ctly to new VSM s1gnups (such as rebates to existing LM participants, etc.). 

(7) 

Load 

ForecastNEL 
(GWh) 

" ,606 

1,914 

129,187 

129,454 

134,849 

136,455 

140,323 

142, 

I ,896 

149,703 

150,841 

153,760 

II! 
159,414 

I 

162,778 

164,282 

168 878 

170,439 

173,604 

175~10 

m,466 

18_0,116 

183,465 

(8) 

1JSM Energy 

Reduction ** 
(G%) 

223 

128 

235 

240 

246 

=¥,l: 
280 

280 

280 

280 

280 

280 

280 

~ 
280 

=i 
=i 

280 

280 

280 

280 

280 

280 

(9) 

= (7)- (8) 

Load Forecast 

}.IEL Adjusted 

byDSM 

(GWh) 

7,858 

,121 383 

124,686 

127,438 

128,947 

132,095 

134,576 

136,]75 

140,044 

142,4' 

145,< 

149,- 22 

!50 161 

15' 181 

~ 
159,135 

164, 102 

'-" 120 
I 

168, •98 

170,159 

173,324 

174,230 

178,186 

179_!l36 

183,186 

Arnmal Annual 

Electric Electric 

Rate Rate 

(oeo"&~1;, Nom) (oo;,&Wh, NPV) 

8,26051 

9.01044 

9.97021 

10,24083 

10.47613 

11.16723 

25.24431 

L45<J76 
I 

11 97087 

'16284 

I 

12 5W9 

13.93398 

I. 
14.67&05 

:,~ 
16,35_789 

7.49403 

IS,QSSO 

]8 94785 

19.29257 

20.28550 

206~ 

2165832 

2213197_ 

23.31007 

7,51042 

693 ]93 

.. 6.62087' 

5.80517 

1220293 

4,652&1 

3,93283 

3.54721 

3.50141 

2,94998 

2,79323 

2-40421 

.. 28523 

199016 

~ 
171319 

14703 

I 

'.27275 

** DSM energy reductiono are incremental from August 2013. Levelized System Average Electric Rate (ccntsfkWh) I 

(12) 

Nominal NPV 

Levelized System Lcvelized System 

Average Rate Average Rate 

'-- ' 

I 

"'" 12 2,2,68_ 

105810 

.149C 

' 1 s.5o78 

7.3566 

6.8408 

6.3612 

'"'i'L 4.7562_ 

4. 126 

3.8243_ 

3.3068 

3_£74J__ 

2,6589 

"" 2.2991 
2.1319 

18486 

1.7190 

1.5985 

13822 
. .2853 

II' 

10334_ 

·'''"' 0.8936 
0.8310_ 

oms 
0.668J 

12.2368 I 



SACR 1% GWh Goal Analysis: A Look at Resulting Electric Rates and Customer Bills 

(Comparison of Annual Electric Rates and Customer Bills for 1,200 kWh Usage) 

1) Pr·ojcctiun of System Average Electric Rates & Customer Bills: 

2) Projection of Average Custumer Dill Differentials (Monthly assuming 1,200 kWh usage): 

•nc two non--couformmg reoourro plaru. lho RIM 526 MW plan «lld lhc 1RC 576 MW plan, utili7.C lhc full 

AchicVllble Potential MW "idwutn.--gard furopb"mizin,g selection and timing ofDSMmcasurcsand widwut 

regard formoctiug FPL's 5)~l<H1 reliability crit.c:ria. 

3) Projection of Annual & 10-Year Totnl Customer Bill Impacts for 1,200 kWh Usage: 

RlM337MW SACE 1% 

Plan vs. GWh vs. 

Supply Only Supply Only 

Ye~ Phm Plan 

2015 $0.90 Sl3.54 

2016 :n.23 521.17 

2017 $1.58 S30.04 

2018 $1.74 S39.00 

20!9 $2.36 549.98 

2020 $2.18 S59.92 

2021 $2.71 S7L49 

2022 $3.24 $88.50 

2013 $3.34 $100.96 

2024 $3.31 $lll.59 

2025 ($7.19) $95.30 

-- --

Total"'" $15.40 $681.48 



Sierra Club 1% GWh Goal Analysis: A Look at Resulting Electric Rates and Customer Bills 

(Levelized System Average Electric Rate) 

(I) (2) (3) (4) (5) 

=(2}-r(3)+(4) 

Annual Reduced Increased Non-Resource Syste1n 

Discount ResoUl·ce Plan Resource Plan Plan Other Revenue 

-"'"'-
21114_ 

Factor Variable Costs 

7.54% i$000, N1ml 
Fixed Costs System Costs * Requirements 

_(£000, Nom) 

174_ 0 6,712.470 9.735,645 

0.865 3,422,346 

0.804 . "' 

0.695 4,289,898 
I 

0.601 4,480.838 

96,455 

103.423 

I 

310.156 

~ 573.47 

2024 0.483 ,493,831 850,121 

2025 . 0.449 •. 744.083 I 989,644 

1--=:c 202'--+-:: 01~ . .3'89+"'~~ "'

48 

2028 0.361 ,518,136 ,754, I 

2029_ . 0.336 5,824,278 1,935,566 

2031 0.291 6,41',746 

2033 0.251 

2035 0. 

666,678 

507,468 

20' 0.188 9, 757,280 

2039 0.16: 

_20<ill_ 
I 

2042 _ o m 

I 

10,768,910 

11,22242' 

I 
2,434,69; 

2044 13 4,094,213 

204(; - 0.098 

2048 0.084 ,001.285 

2050 0.073 

2051 0.068 19, 110 

186,60 

'05,1 

836,5!1 

4, 

4,747,213 

,456,244 

,855,828 

6,200, 168 

6,720, 

~01 

1,291,850 

1,557,379 

8,077,906 

9, 12,344 

715,026 
),516,970 

1,4711,700 

10,810,651 

278,194 

2,677,960 

I3Hl;li 
14,295,456 

15,058,984 

15,20 ,096 

15,73\,027 

17,321110 

1,608,336 18,212,752 

1657,79 19,10 

7,411 124.843 

24,377,780 

9,804,201 25.773,839 

9, 

10~ 
10,174,319 31,827, 

32,61 

1,97 

10,• 1,361 140,34 

(6) 

Load 

Forecast ~EL 

(GWh) 

1[8,001 

I 
123,943 

124,914 

.7,673 

181 

130.517 

134,849 

136,455 

,105 

7,5: 

•,703 

1,55,629 
I 

1~7,974 

161,289 

_16~ 

170,439 

_11 ,014 

175,210 

178,466 

2053 0.059 

I 
21,512.379 1,302,346 10 1,014 18!,783 

334,185 10,612,855 40,602,029 183,465 

• h;clod".IYI"m COlli ocl effeoled .. , q;lomoh ~' · · , T&D, 114ft ood DSM '"" 

not lled drrectly to new DSM signups (such as rebates to existing LM participants, etc.). 

(7) 

DSM Energy 

Re~~:,~ ** 
144 

329 

419 

618 

~ 

969 

,241 

ll3 

313 

1,313 

1,31. 

1,31 

21 

·.317_ 

1,313_ 

17 

'I 

,l'l_ 
,17 

1,31 

1,311, 

1,313 

13 

(8) 

= (6)- (7) 

Load Forecast 

NEL Adjusted 

byDSM 

(GWl;) 

117,858 

I 

123,614 

124,495 

127,055 

129.548 

133,608 

135,141 

142,852 

46,207 

4~ 

_154, 12 

56,660 

59,972 

62,96 

166,01 

I 
169,125 

170,701 

3,896 

77,152 

78,799_ 

182,152 

Reduced 

Lood ·· 

Adjusred for 

Add!. DSM 

(GWh) 

7.858 

!22,81 I 

123,090 

123,868 

1,320 

23204 

125,129 

126,122 

128,0!2 

133,318 

131 149 

182 

'73 

13 

' 05 

154.'14 

157,838 

159,308 

162,290 

105, 129 

1§166 

168,· 

169,995 

A.!J.nual 

Electric 

Rate 

,~Wl; N1ml 

8.06051 

8.79840 

9.16258 

10.23508 

.ICC 7382 

1.60305 

12.03476 

12.09201 

U9500 

2.99231 

134763 

II~ 

16()574 

16.6737 

1726369 

.38424 

I. 

20.16445 

204742! 

1.54912 

22.46450 

2868tJC 

23.88427 

Alumal 

Electric 

7.60788 

.73~ 
7.11609 

6.5420 

5.81751 

5.43536 

13911 

4.60759 

4.36653 

3.87894 

239212 

2.18951 

1.96945 

1.69230 

1.5254 

13745 

1.30410 

"* DSM energy reductions arc incremental from August 2013. Levcli-,.cd System Ave~age Elcct~ic Rate (centsfkWb) I 

(II) 

Nominal 

l."c 257 

9.1014 

846: 

7.3181 

6.3279 

4.3996 

. ''!.'£_ 402.11_ 

'~i=1 

n.tns I 

3.51 75_ 

. 776 

1.5901 

1.3750 

.1889 

1.7148 

0.6646 



Docket No. 130199-EI 
Sierra Club I% GWh Goal Analysis: A Look at 

Resulting Electric Rates and Customer Bills 
Exhibit SRS-24, Page 2 of 4 

Sierra Club 1% GWh Goal Analysis: A Look at 
Resulting Electric Rates and Customer Bills 

(Comparison to 5 Resource Plans) 

Levelized 
System Average Avoids 

Electric Rate Cross-Subsidization 
Resource Plan (cents/kWh) of Customer Grou12s ? 

---------- ---------- ----------
RIM337MW 11.7412 Yes 
Supply Only 11.7419 Yes* 

TRC337MW 11.7579 No 

Information for Non-Conforming Plans q>rovided at the Request ofFPSC Staff) 

RIM526MW 11.7431 No 
TRC576MW 11.7636 No 

Information for 1% GWb reduction goal 

I Sierra Club I% GWh I 12.1728 No 

* This resource plan would avoid cross-subsidization of customer groups in the 
absence of the RIM 337 MW plan. 



(J) (2) 

Annual 

Year 

Discount R~olll·cc l'lan 

F~ct<Jr VariablE Costs 

754% 

2014 1.000 

__11!'30 

0.804 3.668, 700 

2019 0695 

2021 0.601 = 09 

2024 0.483 

2025 0.449 

4,4;9,2&' 

4:7otili: 

4,6c ,713 

4.850.40 I 

5,136,370 

Sicn·a Club 1 "/o GWh Goal Analysis; A Look at Resulting Electric Rates and Customer Bills 

(Additional Cost Needed to be Added to RThi 337 MW Plan to Increase 

(3) 

Resource Plan 

fixed Costs 

($000, Nom) 

3,160 

8,653 

II 

201619 

~578 

45948' 

>08 

950,030 

its Lcvelized System Average Electric Rate to Tbat of 1% G\Vh Analysis) 

(4) 

Non-Resource 

Plan Other 

(5) 

'What if' 
One-Time 

(6) 

= (2)+(3)+(4)+(5) 

System 

Revenue 

(7) (8) (9) 

=' (7)- (8) 

System Costs * Cost Requirements 

Load 

Forecast NEL 

(GWh) 

DSM Energy 

Reduction ** 
(GWh) 

Load Forecast 

NEL Adjus!ed 

byDSM 

(GWh) 

Afl11ual 
Electric 

Rore 

Annual 
Electric 

Rate 

($000. Nom) ($00" Nom) ($000, Nom) 

7,040 136 

'.557, '79 

8,07 ''06 

8,27L\24 

9,m,344 

I 

9,715.026 

9,516,970 

9-iJ0,_760 

0 

0 

0 

_o_ 

0 
0 

8.26051 

10,242,292 1,606 223 121,383 - 8.43799_ 7.84638_ 

1,234,734 124,914 228 124,686~ 90110•44 '.24496 

'2.?: I 

12,705,808 ',6Z 127,438 non 6.93>93 

',205,265 129,187 ~ _10.2408' . 6.62087 

@: 25' liil.264 1.08940 6.19939 

(12) 

Nominal NPV 

Levcli1.ed System Lcvclized System 

Avemge Rate ~~-er~~~.Rate 

1728 

~j;9-~7877=:j 
8.4633 

I 
6 8050 

5.8843 

5.4710 

2027 0.389 

202§ 0361 

5,62&,809 

5,964,767 

1,645,220 

1,809,065 9,550,015 

9,561,265 

0 
0 

~~~84'-+-~142l,,7~12~~28~0~~~1421,,4~'-+--1~2 .. ~16284~~-~4U.~9597~~ 
17;867.'480 144,165 280 143,886 1241781 4.17344 

4.7313 

4.3996 

4.0911 

2030 0.313 

203J 0.291 

2034 0, 

_203_5 _[>21 

2031 0.1! 

203_8 __l)J_' 

2040 151 

2042 0 131 

.2ll<l'l 0 121 

2045 1105 

2046 O.o98 

,_, 
6,915,598 

8,735,919 

9,]87,855 

10,514,9C 

13,418,915 

14,369,049 

15,966,093 

16,666,050 

c450,02_3_ 

2049 0.079 19,149,008 

_2050_ 
I 

2052 

~ 
I 

__~>~" 

•.06 22,183,025 

1,256.053 

078 

I 186 

2,505,464 

3.268,755 

3,693,073 

4,462,447 

5,190,999 

I, 

5,60S,855 

5,987,704 

6,56(),845 

6,658,213 

6,778,156 

7,125, 

', 166,139 

7,668,746 

I 

9,608,336 

9,6i7,799 

9,630 

9,640,074 

~12 

9,690 276 

9,804,202 

9~'05 

!0,039,' 

10,174,319 

10,222,913 

10,325,591 

10,379,602 

10,435"61 

10,550 l4 

10,61 155 

0 

0 

0 

0 

0 

0 

0 

0 
0 

0 
0 

0 

0 
0 

I 

18,745,120 147,521 280 147,241 12.73090 3.6990 

19,613,949 149,703 280 149,43 13.12651 1543 

,979,142_ _281)_ _15~ -~ 

2252s.oo; 15:,760 280 153,481 14.67805 31sm 

25, 1,694 

2',098, 18 

27,811,486 

30,017,897 

32,828,00 

34,240,781 

36,132,81 

37,394,828 

38,592,100 

4~203 
42,700,679 

,629 _281)_ 

ISC ,974 280 

162,778 

167,332 

170,439 

1,014 

'I 
176,830 

178,466 

181,78' 

183,465 

280 

280 

280 

280 

280 

280 

280 

280 

280 

280 

280 

I 

157,694 

I 

161,009 

162,4" 

165,520 

167,051 

170,159 

735 

174,930 

176,551 

178,186 

18\,503 

183,186 

I. 

15.983 

16.83024 

1480 

18.13550 

18.61633 

19.29257 

19.93819 

20.65556 

21.1808 

21.65832 

22.57489 

23.31007 

2.79323 

254255 

240427 

2.20292 

210278 

1.88430 

1.81082 

1.622 

1.54675 

1.47073 

I 

1.32555 

27275 

_ '"" olfoo<od by . . , T&D, "" ' ood DSM '"" 

nollled directly to new DSM signups (£uch as rebates to eJ::islmg LM participauts, en:.). 

_164 80036_ 

** DSM energy reduchons arc mcrcmcntal from August 2013. Levehzcd System Average Electnc Rate (ceJJts/kWh) 

[728"'' 5375 

12.1728 

I 2895 

8444 

2.6450 

2.28; 

2.1267 

1.8389 

1.7100 

\.4786 

I 1889 

1.9560 

1.8889 

'.7686 

0.7148 

_D,6646 



Sierra Club 1% GWh Goal Analysis: A Look at Resulting Electric Rates ami Customer Bills 

(Comparison of Annual Electric Rates and Customer Bills for 1,200 kWh Usage) 

1) Projection of System Average Electric R~tes & Customer Bills: 

2) Projection of A verag~- Customer Dill Differentials (Monthly assuming 1,200 kWh osage): 

*He two non-C<lllfonning ""SOUrtC plans, tllc RIM 526 MW plan ;md the TRC 576 MW pla11, utilil" tl>c full 

Achievable Polenti,J MW wilhoul rcgon;l for optimizing selection and liming ofDSM meos""'-' and "ithout 

rugard for meeting FPL's system rdi<lbility criteria 

J) Projection of AnJJual & 10-Year Total Custo111er Bill lmpac~ for 1,200 kWh l!sagc: 

RIM 337 MW Sierra Club J% 

Planvs. GWhvs. 

Supply Only Supply Only 

Ym Plan Plrn 

2015 S0.90 $12.48 

2016 S1.23 $17.46 

2017 Sl.5tl $23.49 

2018 S\.74 ll30.63 

2019 $2.36 $40.50 

2020 S2.!8 $50.14 

2021 $2.71 j;6L29 

2022 S3.24 $77.20 

2023 $3.34 $89.33 

2024 $3.31 $99.89 

2025 ($7.19) $83.85 

--- --
Total= $15.40 $586.26 
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Attorneys for Gulf Power Company 



Dianne M. Triplett, Esq. 
Matthew R. Bernier, Esq. 
299 First Avenue North 
St. Petersburg, florida 
dianne.triplett@duke-energy.com 
matthew.bernier@duke-energy.com 
Attorneys for Duke Energy 

Mr. Paul Lewis, Jr. 
106 East College Avenue, Suite 800 
Tallahassee, FL 3 23 01-77 40 
paul.lewisjr@duke-cnergy.com 

Mr. W. Christopher Browder 
P. 0. Box 3193 
Orlando, FL 32802-3193 
cbrowder@ouc.com 
Orlando Utilities Commission 

Ms. Cheryl M. Martin 
1641 Worthington Road, Suite 220 
West Palm Beach, FL 33409-6703 
cyoung@fpuc.com 
Florida Public Utilities Company 

Robert Scheffel Wright, Esq. 
John T. La Via, Esq. 
Gardner, Bist, Wiener, Wadsworth, 
Bowden, Bush, Dee, La Via & Wright, P.A. 
1300 Thomaswood Drive 
Tallahassee, Florida 32308 
schef@gbwlegal.com 
jlavia@gbwlegal.com 
Attorneys for Walmart 

J. Beasley, Esq./J. Wahlen, Esq./ A. Daniels, Esq. 
Ausley Law Firm 
Post Office Box 391 
Tallahassee, FL 3 23 02 
jbeasley@ausley.com 
jwahlen@ausley.com 
adaniel@ausley.com 
Attorneys for Tampa Electric 

Ms. Paula K. Brown 
Regulatory Affairs 
P. 0. Box 111 
Tampa, FL 33601-0111 
Regdept@tecoenergy.com 
Tampa Electric 

Mr. P. G. Para 
21 West Church Street, Tower 16 
Jacksonville, FL 32202-3158 
parapg@jea.com 
JEA 

Mr. Robert L. McGee, Jr. 
One Energy Place 
Pensacola, FL 32520-0780 
rlmcgee@southcrnco.com 

Gary V. Perko, Esq. 
Brooke E. Lewis, Esq. 
Hopping, Green & Sams, P.A. 
P.O. Box 6526 
119 S. Monroe Street, Suite 300 
Tallahassee, FL 32314 
gperko@hgslaw.com 
blewis@hgslaw.com 
Attorneys for JEA 
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J.R. Kelly, Esq. 
Erik L. Sayler, Esq. 
Office of Public Counsel 
c/o The florida Legislature 
Ill West Madison Street, Room 812 
Tallahassee, FL 32399-1400 
kelly.jr@leg. state.fl. us 
sayler. erik@le g. state .fl. us 

John Finnigan 
Environmental Defense Fund 
128 Winding Brook Lane 
Terrace Park, OH 45174 
jfinnigan@edf.org 
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By: s/ Jessica A. Cano 
Jessica A. Cano 
Florida Bar No. 37372 




