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customer base as a whole. The final prong is participation in FPL’s Low
Income program which is designed specifically for low income customers.
This program includes measures that do not pass RIM and some that have
customer payback periods of less than two years.

Why is FPL proposing to retain and expand its Low Income Program in
this proceeding?

As previously discussed, in the decades since FEECA was enacted, the
marketplace has evolved dramatically. While utility-provided incentives for
traditional EE measures no longer make sense because they are not cost-
effective, they have been one of the sources of assistance to low income
customers. In recognition of these changes, FPL is proposing to retain and
expand its existing Low Income program. Although this program is not cost-
effective, FPL believes continuing to provide assistance to this vulnerable
group is appropriate and warranted to replace eliminated EE program options
that will no longer be available. This proposal is consistent with the
Commission 2014 Goals docket Order No. PSC-14-0696-FOF-EU, wherein
the Commission recognized the importance of supporting these customers. If
approved, the estimated ten-year amounts of 14 Summer MW, 4 Winter MW
and 34,000 MWh associated with this proposal should be added to FPL’s
currently proposed 2020-2029 DSM Goals.

Please describe FPL’s proposed R&D pilot project for EVs and its
purpose.

With traditional EE measures no longer being viable, FPL is searching for

37
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potential next-generation DSM program replacements. Due to the projected
460 Summer MW increase from EVs to FPL’s system through 2028 as shown
in FPL’s 2019 TYSP, FPL proposes adding a pilot project to the existing CRD
program to evaluate the technical and operational feasibility of reducing the
peak demand impact of residential EV chargers through direct utility control.
This pilot would also assess the design parameters for a cost-effective DSM
program. Consistent with FPL’s other CRD projects, any associated kW or
kWh savings would not be additive to FPL’s 2020-2029 DSM Goals.

Does this conclude your direct testimony?

Yes.
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1 BY MR COX
2 Q M. Koch, did you al so have exhibits TRK-1
3 through TRK-4 attached to your prefiled testinony?
4 A Yes.
5 Q Do you have any corrections or changes to the
6 those exhibits, TRK-1 through TRK-4?
7 A No, | don't.
8 MR. COX: Chairman G aham these exhibits have
9 been identified as Exhibits 2 through 5 on the
10 staff conprehensive exhibit list that was admtted
11 earlier today.
12 CHAl RVAN GRAHAM  Dul y not ed.
13 BY MR COX:
14 Q M. Koch, have you prepared a summary of your
15 direct testinony?
16 A Yes, | have.
17 Q Coul d you pl ease present your summary to the
18 Conm ssion at this tinme?
19 A Certainly.
20 Good afternoon, Chairman G aham and
21 Conmi ssi oners.
22 Uility sponsored DSMis one of two types of
23 resources that conpete to neet custoners' future | oads.
24  The purpose of FEECA is straightforward, to encourage
25 custoners to adopt conservation neasures they woul d not
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 do so otherwise on their owmn. This is done through

2 education and cost-effective financial incentives.

3 DSM pi cks up where Florida Buil ding Code and
4 federal manufacturing standards |eave off, and it's

5 critical to inplenment DSMin a cost-effective manner to
6 ensure fairness to all.

7 For nore than 40 years, FPL has delivered DSM
8 progranms that help custonmers nmanage their energy usage
9 while avoiding neasures that result in higher electric
10 rates than supply-side alternatives. Savings have been
11  very large, equaling over 4,800 negawatts and 86, 000

12 gigawatt hours.

13 I f you take nothing el se away from ny

14 testinony, it's this: DSMs conpetitiveness has been
15 declining for many careers to the point now for FPL

16 where it's reached zero energy efficiency neasures that
17 are cost-effective. This is unsurprising given FPL's
18 reported information in past dockets, and the reasons
19 detailed in other witness testinonies are also not new.
20 First, FPL's system costs continue to drop

21 dramatically. |In fact, they are down 33 percent in just
22 the last five years al one.

23 Second, mandated efficiency fromcodes and

24 standards is projected to be nuch higher than ever

25 before, over 4,800 negawatts and 12, 000 gi gawatt hours

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 by 2029. Both of these are fantastic for FPL's

2 custoners, but significantly reduce DSM s

3 conpetitiveness.

4 The devel opnment of FPL's proposed goals

5 requires nultiple anal yses and a nonth-1ong ri gorous

6 six-step process. | perfornmed step four, the achievable
7 potential, which represents the reasonabl e achi evabl e

8 participation based on the maxi mum cost effective

9 incentives fromeach neasure that passed econonic

10  screening.

11 FPL's proposed 2020 t hrough 2029 DSM goal s are
12 352 summer negawatts, 259 winter negawatts, and 1,023

13 nmegawatt hours. They are conpliant with Florida

14 Statutes, Comm ssion rules and traditional goal setting
15 policies, reflect inpact and nmarket forces and wl|

16 continue to maintain lowrates for all custoners.

17 As expected, they are | ower than past goals,
18 but custoners will, in fact, receive nore negawatt and
19 gigawatt hours savings by 2029 than projected in the

20 2014 dockets when they are coupled with codes and

21  standards.

22 FPL has al so proposed to retain and expand

23 participation in its |low inconme programas part of its
24 DSMoplan. |If they are cost-effective, FPL believes it's

25 appropriate it to assist these custoners and add the

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 associated negawatts and gi gawatt hours to its proposed
2 residential goals.
3 Comm ssi oner, proposed goals represent FPL's
4 reasonably achi evabl e and cost-effective DSM potenti al
5 for 2020 through 2029, and we respectfully request they
6 be approved.
7 Thank you.
8 MR. COX: Chairman Graham the w tness, M.
9 Koch, is tendered for cross-exam nation.
10 CHAI RMAN GRAHAM  Thank you.
11 W are going to start on the end with OPS and
12 wor K our way acr oss.
13 Remenber, there is no friendly cross. Staff
14 if you hear friendly cross, feel free to bark up.
15 I wll also cut themoff if | hear friendly cross,
16 because | know with this docket, there is a |ot of
17 people that float close to the sanme level. So |
18 just want to nake sure we don't go down that path.
19 M. Koch, wel cone.
20 MR, DAVID: Thank you.
21 EXAM NATI ON
22 BY MR DAVI D.
23 Q M. Koch, FPL has -- you nentioned FPL has | ow
24  incone residential DSM progranms, correct?
25 A That's correct.
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Q And your | ow incone programincludes mneasures
2 that do not pass the RIMtest, correct?

3 A That's correct.

4 Q And did you use the TRC in establishing the

5 achievable potential for the DSM goal s?

6 A No, we didn't. W used the RIMtest, coupled
7 wth the Participant test for establishing DSM goal s.

8 Q kay. And sone of the neasures in the | ow

9 inconme DSM prograns include the paybacks that are |ess
10 than two years, is that correct?

11 A You are correct.

12 Q But FPL is planning to retain these | ow incone
13 prograns, correct?

14 A Yes. As FPL |looks at it, it's a policy

15 decision at the Conm ssion's discretion, which, in 2014,
16 the Comm ssion proposed that we continue with these

17 types of neasures, and FPL believes it's appropriate and
18 continue to do so in this docket as well.

19 Q Al right. And do you agree that the

20 34, 000- megawatt hours associated with this proposal

21  should be added to the 2020 t hrough 2029 DSM goal s?

22 A Yes. Qur proposal is that they woul d be added
23 to the residential goals that we have proposed, both for
24 the gigawatt hours, as you spoke about, as well as the

25 nmegawatts.

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 MR. DAVID: That's all for OPC
2 CHAl RVAN GRAHAM  Thank you.
3 FI PUG
4 EXAM NATI ON
5 BY MR MOYLE:
6 Q | just happen to have a few questions.
7 You had nentioned about the costs com ng down
8 as tine has gone on, is that right, in your opening?
9 A Yes, that's correct.
10 Q Yeah. And there are a nunber of things that
11 factor into the costs, correct?
12 A Yes.
13 Q So one of themis the forecasted gas prices,
14 correct?
15 A Yes, fuel costs definitely factor in.
16 Q Al'l right. And carbon forecasted price are
17 also a factor, correct?
18 A Yes. However, | would say that either w tness
19 \Whitley or Simare, you know, nore famliar with all of
20 the conponents that go into the resource planning since
21 that's their area of expertise.
22 Q Right. | guess -- and | wll maybe delve into
23 that with them or others. But obviously, those are
24  conponents that could change as tine goes on, correct?
25 A That's correct.
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Q Yeah. And you had tal ked about a two-year

2 payback. |Is there a Conm ssion rule that says you got

3 to use a two-year payback, or is that sonething that the
4  Comm ssion, as they consider the evidence before them

5 they could say, well, we think maybe it will be |ess,

6 Ilike, | think you said they have discretion to do with
7 respect to lowincone, or it could be nore, is that --

8 what's your understanding in that respect?

9 A Vel l, obviously this wll not be a | egal

10 opinion, but nmy understanding is that this is the

11 Commi ssion's practice since 1984 -- 1994, has been to
12 use the two-year payback as a screen for free-ridership,
13 and that has been deened to be an appropriate nethod.

14 And that was reaffirnmed in the 2014 deci si on.

15 Q Al right. And so wth respect to whether

16 there is arule or not, do you know one way or the

17  other?

18 A | haven't seen it witten in the rule, per se.
19 Q Okay. And have you guys | ooked at all to say,
20 is that the right nunber, or done any analysis wth

21 respect to a | onger payback period?

22 A As part of this docket, we analyzed both a

23 one-year and a three-year sensitivity analyses. Al the
24  utilities did.

25 Q Ckay. One other point that you nade, you had

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 said in your opening about the energy efficiency when
2 coupled with codes and standards. And when you use the
3 phrase codes and standards, is code a reference to
4 energy codes?
5 A It's a reference to Florida Building Code.
6 Q kay. And standards are a reference to what?
7 A The federal equi pnent nmanufacturing standards.
8 Q Al right. So one is construction related and
9 the other is appliance related when you say codes and
10 standards?
11 A | think that would be a fair characterization.
12 Q Ckay. And has any effort been nmade to capture
13 how nuch energy efficiency is realized fromcodes and
14  standards?
15 A Yes. In fact, FPL does cal cul ate that and
16 wtness -- excuse ne, Dr. Simhas a detailed cal cul ation
17 of that information that woul d be avail abl e.
18 MR, MOYLE: Okay. That's all | have. Thank
19 you.
20 CHAI RMAN GRAHAM  Thank you.
21 Yes, mm'am
22 M5. CORBARI: FDACS has no questions of the
23 W t ness.
24 CHAI RMAN GRAHAM  kay. PCS Phosphat e.
25 M5. WYNN. PCS doesn't have any questions, and
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1 won't for any of the FPL wi tnesses.
2 CHAl RVAN GRAHAM  Ckay. Thank you.
3 SACE
4 MR. MARSHALL: W have a few questions.
5 EXAM NATI ON
6 BY MR MARSHALL.:
7 Q If I could direct your attention to the stack
8 of docunents you have in front of you with the clip.
9 A Yes, | have got them
10 Q And if | could direct your attention to the
11 one that says on the front, FPL response to staff
12 Interrogatory No. 9 fromstaff first set of
13 interrogatories.
14 MR, MARSHALL: For the record, this is an
15 excerpt of staff Exhibit 100.
16 BY MR MARSHALL.:
17 Q You sponsored the answer to this
18 interrogatory?
19 A Yes, | believe | did.
20 Q And it includes an attachnent with
21 adm ni strative costs assigned to each neasure, is that
22 right?
23 A That's correct.
24 Q And if | could direct your attention to page
25 six through eight of that attachment?
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 A Excuse nme, did you say page six?

2 Q Yes.

3 A Ckay, | amthere.

4 Q FPL assigned a administrative cost of $29 --
5 well, first of all, let me ask you this: Starting at

6 the bottom of page six and going through the top of page
7 eight, are there various |ightbul bs?

8 A Yes, there are.

9 Q And FPL assigned an administrative cost of $29
10 for each of those neasures, is that right?

11 A That's correct.

12 Q And this would be the per participant cost for

13 each of those neasures?

14 A Yes. This would be a per household cost for
15 each one of these -- each one of these neasures.

16 Q And if | could direct your attention to

17 page -- al so on page eight, do you see the neasure for

18 variabl e speed pool punp?

19 A Yes, | do.

20 Q And FPL al so assigned a $29 admi nistrative

21 cost to that neasure?

22 A Yes, that's correct.

23 And just to be clear, these costs are based
24  upon what is a typical cost for FPL prograns as they

25 exist today. That's how we determ ned our
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1 admnistrative cost. You can see there is sone
2 variation in them dependi ng upon the type of neasure.
3 But I would also add that the fact that this is here had
4 no inpact whatsoever on the achi evabl e potenti al,
5 Dbecause all of these neasures failed the two-year
6 payback.
7 Q And if | could also direct your attention to
8 page five of that exhibit.
9 A | amthere.
10 Q Do you see the 21 SEER air source heat punp
11 from base electric resistance heating?
12 A Yes, | do.
13 Q And FPL only assigned $19 of adm nistrative
14  costs for that neasure?
15 A That's correct, because that's the cost that
16 we have been -- that we experience in our residential
17 air conditioning program |It's based on that.
18 Q Wul d you agree that a 21 SEER air source heat
19 punp costs a bit nore than the |ightbul b?
20 A O course, but the adm nistrative cost has
21  not hing whatsoever to do with the cost of the appliance.
22 Q And you woul d al so agree that a 21 SEER air
23 source heat punp would be nore conplicated to install?
24 A But the adm nistrative cost here has to do
25 with FPL's admnistration. It has nothing to do with
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1 the installation cost. |It's perforned by a contractor.
2 Q But directing your attention back to ny

3 question, you would agree it would be nore conplicated
4 toinstall?

5 A Yes, it's nore conplicated to install.

6 Q And if | could direct your attention back to
7 page eight. FPL also assigned an adm nistrative cost of
8 $29 to faucet aerators?

9 A Yes, | see that.

10 Q And on page nine, also assigned $29 to | ow

11  fl ow shower heads?

12 A | found it. Yes, that's correct.

13 Agai n, none of these passed the two-year

14  payback screening, so none of themmade it through the
15 achi evabl e potenti al.

16 Q If | could direct your attention -- it m ght
17 not be at the top. Do you see in your pile FPL response

18 to staff Interrogatory No. 32 fromstaff's second set of

19 interrogatories?

20 A Yes, | have that.

21 MR. MARSHALL: And for the record, this is an
22 excerpt of staff Exhibit 101.

23  BY MR MARSHALL:
24 Q And this -- the answer to this interrogatory

25 was anended?
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1 A | will tell you that Gerry Yupp signed this --
2 CGerry Yupp signed this. This is not nmy exhibit, so I am
3 not really famliar with this informtion.

4 Q Sure. Well, between -- let nme ask you this:

5 Between you, Dr. Simand M. Witley, who would be the

6 best person here today to ask about this?

7 A Let's see, it concerns fuel forecast. | am

8 not certain. It would either be M. Wiitley or Dr. Sim
9 | think you would have to ask them

10 Q Vell, | mean, do you think you can at | east

11 see what nunbers that FPL reported here?

12 A Ckay.

13 Q In this interrogatory, FPL was asked about its
14 natural gas price forecast, is that right?

15 A Well, | see that it says natural gas price

16 forecast.

17 Q And | just want to confirmthat on the anended
18 answer, it says that FPL had an average error rate of

19 53 percent on -- five years out?

20 A | amnot certain what you are referring to,

21 and | amreally not famliar with this infornmation,

22 so --

23 Q Let ne just ask this: Do you see the -- do

24  you see the anended response?

25 A |s that the one in color?
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1 Q Yes.
2 A Yes.
3 Q And do you see the first table that says
4 natural gas price annual variance?
5 A | do.
6 Q And do you see right below that, it says years
7 prior?
8 A Yes.
9 Q And then there is a colum that says five?
10 A | see that.
11 Q And at the bottom of that columm, it says
12 average?
13 A Yes, | see that.
14 Q And it says the average is 53 percent?
15 A That's what it says.
16 Q And if | could direct your attention back to
17  the unanended answer. |In this answer, FPL did state
18 that future natural gas prices are inherently uncertain
19 due to a significant nunber of unpredictable and
20 uncontrollable drivers that influence the short-term and
21  long-termprices.
22 A | see that statenent.
23 MR COX: Chairman Graham could | | odge an
24 objection? | nean, this wtness says he is not
25 famliar wiwth this exhibit. It was a response
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 provided by FPL, we will attest that it is accurate

2 information that we provided in the record and was
3 stipulated with the staff's exhibits, but | don't
4 see the point of going through this with M. Koch,
5 who is not famliar with the specific nunbers that
6 I's being asked about.

7 CHAl RVAN GRAHAM  Let's nove on to sonet hi ng
8 el se.

9 MR. MARSHALL: Ckay.

10 CHAI RMAN GRAHAM | was going to allow you to
11 ask questions and give have himget the chance to
12 answer it until the attorney said that he is not
13 famliar with this, so let's nove on.

14 MR, MARSHALL: Yes, M. Chairman.

15 BY MR MARSHALL:

16 Q M. Koch, FPL conducted its own achi evabl e

17 potential analysis?

18 A That's correct.

19 Q Do you see the next exhibit, it says in

20 quotes, 20190015-SACE s first PODs No. 3-AP-RI M and

21 TRC-final, end quotes, tab, quotes, AP-total @en, end
22 quotes, fromFPL response to SACE first set of PCDs Nos.

23 1 through 167

24 A Yes, | have that.
25 MR. MARSHALL: And this is going to be a new
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10 I dent

11 BY MR MARSHALL:

12

13 potential for RIM is that right?

14

15

16 achi evable potential for RIMat the top of the page?

17

18

19 achievable potential RIM it's broken out between | oad

20 managenent and energy efficiency?

21

22

23 energy efficiency?

24

25 energy efficiency nmeasures canme out of the econom c

A Yes, RIMcoupled with the Participant test.

A Yes, | can barely make it out.

A Yes, | see that.

A Yes, that's correct, because none of the

exhibit, M. Chairnman.

CHAl RVAN GRAHAM  Ckay. Which one is that?
It's the one wwth the -- what does it say wth the
description on the front?

MR, MARSHALL: It says 20190015, SACE's first
PODs No. 3 AP RIM and TRC fi nal .

CHAIl RVAN GRAHAM  Got you. Got you. We will
give it Exhibit No. 265.

(Wher eupon, Exhibit No. 265 was marked for

ification.)

Q And FPL based its goals on the achievabl e

Q And | ooking at this tab here, do you see the

Q And you see under the percent for tota

Q And zero percent of the RIMgoals are from
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1  screening.
2 Q And zero is fromlow incone programs, is that
3 right?
4 A That's correct, in this.
5 Q FPL has proposed 34 gigawatt hours for FPL's
6 lowinconme prograns, is that correct?
7 A Yes, that's correct.
8 Q But the proposed goals for this proceeding are
9 approxinmately one gigawatt hour?
10 A Yes.
11 Q And so over a 10-year period -- over the --
12 and this would be for the next 10-year period, is that
13 right?
14 A That's correct, for gigawatt hours, yes; and
15 about 350 odd for negawatts, which is about another
16  power plant bei ng avoi ded.
17 Q Over that 10-year period, one custoner woul d
18 use about 130, 000-kilowatt hours, is that right?
19 A How did you conme up with that?
20 Q Cust oner uses about -- a resident -- this is
21 residential custonmer. They use approximtely 13,000
22 kilowatt hours a year in FPL's territory?
23 A Alittle less, but for sake of argunent, okay,
24 | understand how you cane up with that.
25 Q Ckay. And so over 10 years, that woul d be
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1 about 0.13 gigawatt hours per residential custoner?

2 A Subj ect to check that the deci mal noved the

3 right way there.

4 Q And so one gigawatt -- the one gigawatt hour

5 FPL is proposing to save over the next 10 years under

6 the RIMachievable potential would be about the

7 equival ent power usage of approximtely eight

8 residential homes?

9 A | will agree with your math subject to check.
10 But, again, that has nothing to do with how goals are
11 determned. They are determined if nmeasures are
12 cost-effective, and the outcone is the outcone. |If the
13 neasure goes through cost-effectiveness, then it wll
14  have its associated kWand kW. |If the neasure doesn't
15 go through, it will be zero.

16 Q But FPL does have over 10 million people in
17  its territory?

18 A We have about five mllion custoners. | am
19 not 100 percent certain how many -- what the popul ation
20 is that represents.

21 Q And the majority of those custonmers would be
22 residential custoners?

23 A That's correct.

24 Q If I could direct your attention to 20190015,
25 SACE's first POD's No. 3-AP and TRC-final, tab AP TRC
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1 fromFPL response to SACE first set of POD's Nos. 1

2 through 16?

3 A Yes, | have that.

4 MR. MARSHALL: And this would be a new

5 exhibit, so | believe this will be 266.

6 CHAl RMAN GRAHAM  Wasn't that the one we just
7 | abel ed 2657

8 MR. MARSHALL: Yes. This will be -- thisis a
9 new one.

10 CHAI RVAN GRAHAM Wi ch is the new one?

11 MR. MARSHALL: The next tab AP TRC. It's from
12 t he sane spreadsheet, but it's another tab, so it's
13 | abel ed as a separate exhibit. So it's the other
14 big chart but with a | ot nore rows.

15 COW SSI ONER POLMANN:  Mul ti pl e pages.

16 CHAIl RVAN GRAHAM | have one big chart. |

17 don't know that | have the other.

18 COW SSI ONER PCLMANN:  It's this. This one.

19 CHAI RVAN GRAHAM  Okay.

20 MR, MARSHALL: It should be the follow ng

21 docunent if we did our job properly.

22 CHAl RVAN GRAHAM  All right. That will be

23 266.

24 (Wher eupon, Exhibit No. 266 was marked for

25 identification.)
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1 COMM SSI ONER POLMANN:  It's multiple pages?

2 CHAl RVAN GRAHAM  Thank you.

3 BY MR MARSHALL.:

4 Q This was -- this spreadsheet represents part

5 of FPL's achievable potential analysis for TRC?

6 A You are correct.

7 Q And the -- do you see the 14 SEER ASHP from

8 base electric resistance heating?

9 A Yes, | do.

10 Q And this was given a achi evabl e potential of
11  zero because the incentive was considered too small?

12 A Yes, that's correct.

13 Q And the incentive was halted at 2.0 years, is
14 that right?

15 A Yes, under TRC, that's correct.

16 Q And so in the case of the 14 SEER ASHP, t hat
17 brought the payback down from 2.2 years to 2.0 years?
18 A Right. Essentially a couple of nonths was the
19 payback delta that resulted fromthe nmaxi mum

20 cost-effective incentive. O in this case, it was about
21 30 odd doll ars.

22 Q And simlarly, do you see the neasure the

23 smart thernostat? It should be row 15.

24 Yes, | do.

25 Q And that al so had a payback i nprovenent of
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1 less than one year?
2 A That's correct.
3 Q And so that was al so given an achi evabl e

4 potential of zero?

5 A Yes, it was. And FPL has been involved in
6 incenting smart thernostats for sone tine, and this
7 level of incentive has resulted in virtually no

8 participation.
9 Q And if | could also direct your attention to

10 the two-speed pool punp neasure.

11 A | see that.

12 Q And that was given an achi evable potential ?
13 A Yes.

14 Q And it was given a four-percent uptake, is

15 that right?

16 A That's correct, because of the fact that even
17 wth this amount of incentive, the alternate choice,

18 which is the one-speed pool punp, single speed pool

19 punp, it's -- this is still dramatically, dramatically
20 nore expensive.

21 Q And just looking at the -- you also, on this
22 sheet, below the residential neasures, have the

23 commercial and industrial neasures analysis for the

24  achi evabl e potential ?

25 A Yes. Al the neasure pernutations are |isted
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1 t here, yes.

2 Q And everything that had a payback of |ess than

3 three years only had its payback reduced to two years,

4 and was, thus, assuned that the achievable potenti al

5 would be zero?

6 A Coul d you ask that again, please?

7 Q Sur e.

8 Basically for all those neasures that had a

9 payback of less than three years, they only had their

10 payback reduced to two years, is that right?

11 A That's correct. That was the -- was that the
12 farthest we would go with a payback which is consi stent
13 wth the screening for the two-year payback.

14 Q And those neasures that originally had a

15 payback of less than three years were, thus, assuned to
16 have zero achi evabl e potential ?

17 A What you are | ooking -- yeah, it's sort of --
18 that's sort of conflating two ideas. The one is that we
19 go down to two years because that's consistent with the
20 point where, you know, higher free-ridership is going to
21 be coming into play, and that's the purpose of the

22 two-year payback screen.

23 The second question, when you cone to

24  achievable potential, is how nuch participation can you
25 induce by the anmount of incentive you can give. And so
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1 if you are only giving that ask a conparatively dinky
2 incentive, or small incentive, that's really not going
3 to incent anybody to take the neasure. So that's the
4 basis for that. So they are simlar soundi ng concepts
5 but applied differently.
6 Q And just to be clear, it, thus, was assuned
7 that for those neasures that had a payback of |ess than
8 three years, having their payback reduced to two years,
9 there would be no achi evabl e potential for those

10 neasures?

11 A | would say for the nost part that's correct,
12 for the reason | stated.

13 Q Al right. If I could direct your attention
14 to the two single sheets that are both from POD 25 and
15 are | CF payback acceptance curve data and then the

16 actual acceptance curves. It should be --

17 A Excuse ne, | amnot certain what you are

18 tal king about. Ah, | see that one.

19 Q And the other one should be right with it,

20 should have the actual data --

21 A Oh, okay, | have got those, yes.

22 MR MARSHALL: And for the record, these are
23 both excerpts of staff Exhibit 120.

24 CHAI RMAN GRAHAM  Which is which? W are up
25 to 267 and 268.
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1 MR, MARSHALL: It's up to you M. Chairnman

2 whet her you want us to mark them since they are

3 already in the record.

4 CHAl RVAN GRAHAM  Let's go ahead and nmark them
5 for conveni ence.

6 MR. MARSHALL: kay. Let's nmake the graph,

7 the one that says the | CF payback acceptance curve
8 267.

9 CHAl RVAN GRAHAM  Ckay.

10 (Wher eupon, Exhibit No. 267 was marked for

11  identification.)

12 MR. MARSHALL: And then the acceptance curve
13 data with the actual nunbers, 268.

14 CHAI RMVAN GRAHAM  Sounds good.

15 (Wher eupon, Exhibit No. 268 was marked for

16 identification.)

17 MR COX: | amsorry, M. Mrshall, | see one
18 exhibit. | see the graph. Were is the other one?
19 MR, MARSHALL: It should be right behind it.
20 CHAI RMAN GRAHAM It shoul d have been j ust

21 before or just after it.

22 MR COX: Thank you.

23  BY MR MARSHALL:
24 Q M. Koch, |ooking at these Exhibits, would it

25 be fair to say that as payback period decreases, percent
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1 custonmer adoption goes up?

2 A Yes, that would be correct.

3 Q | know that was a really long |ine of

4 questions on that one.

5 A Oh, sorry. | thought there was nore.

6 Q If I could direct your attention to FPL

7 response to staff's Interrogatory No. 64 fromstaff's

8 fifth set of interrogatories.

9 CHAl RVAN GRAHAM W wil | give this 269.

10 MR, MARSHALL: And this is an excerpt of staff
11 Exhi bit 104, but we can make this Exhibit 269.

12 (Wher eupon, Exhibit No. 269 was marked for

13 identification.)

14 BY MR MARSHALL:

15 Q You sponsored this interrogatory answer?
16 A Yes, | did.
17 Q And it's true, then, that FPL has not expended

18 the cost and time for EMEV research in order to further
19 quantify a payback period for purposes of eval uating

20 free-ridership?

21 A Yes, that's correct. FPL does EMEV for the
22 prograns it offers to establish the demand and energy
23 savings for those, but we haven't done this for the

24  purposes that is requested here. And in fact, that's

25 consistent wiwth the Conmm ssion order in the | ast DSM
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1 goal s docket.
2 Q All right. If | could direct your attention
3 to FPL response to staff Interrogatory No. 104 from
4 staff's tenth set of interrogatories. This would be, |
5 Dbelieve Exhibit 270 at this point, although it is an
6 excerpt of staff Exhibit 109.
7 CHAl RVAN GRAHAM W wil |l label it 270.
8 (Wher eupon, Exhibit No. 270 was marked for
9 identification.)
10 BY MR MARSHALL:
11 Q And you al so sponsored the answer to this
12 interrogatory?
13 A Yes, | did.
14 Q And this interrogatory inquired about
15 free-ridership as well?
16 A Yes, that's correct.
17 Q And so FPL has not conducted any survey to
18 assess the percent and nunber of free rider custoners,
19 is that right?
20 A Yes, that's correct. And in FPL's view, this
21 is rather subjective, these surveys that are done with
22 custoners, and they tend to be conpl ex, expensive and
23 ultimately a fairly contentious issue in DSM proceedi ngs
24 as different people interpret themdifferently.
25 Q And so FPL has not solicited any bids for such
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1 surveys?
2 A No, we have not.
3 Q If I could direct your attention to FPL
4 response to staff Interrogatory No. 52 fromstaff's
5 second set of interrogatories. This would be -- this is
6 an excerpt fromstaff Exhibit 101, but we can al so mark
7 it Exhibit No. 2717
8 CHAl RVAN GRAHAM 271, correct.
9 (Wher eupon, Exhibit No. 271 was marked for
10 identification.)
11 MR COX: | amsorry, M. Mrshall, what was
12 the description of that exhibit again?
13 MR. MARSHALL: FPL response to staff
14 Interrogatory No. 52 fromstaff's second set of
15 i nterrogatories.
16 MR, COX: Thank you.
17 BY MR MARSHALL.:
18 Q And you sponsored this interrogatory answer as
19 well?
20 A Yes, that's correct.
21 Q And this asked about the nethodol ogies
22 identified by Florida Power & Light used when eval uati ng
23 free-ridership?
24 A Yes.
25 Q And FPL did not consider other possible
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1 methods other than the two-year payback screening to

2 address free-ridership?

3 A Yes, that's correct, for a couple of reasons.
4 First was that this was gui dance fromthe

5 prior docket. And second was that this was agreed upon

6 in staff's informal neetings |ast year as the nethod to
7 use.
8 And then of course, we did do the sensitivity

9 analysis around it, with one and three kind of further
10 cenenting that this was the purpose of doing the

11 two-year payback. So there was no need to do anything
12 different, or consider anything different in this

13  docket.

14 Q And if | could direct your attention to FPL
15 response so SACE Interrogatory Nos. 123, 125 and then
16 127 through 31 from SACE s fifth set of interrogatories.
17 This is going to be No. 272?

18 CHAI RVAN GRAHAM  Correct .

19 (Wher eupon, Exhibit No. 272 was marked for
20 identification.)

21 BY MR, MARSHALL:

22 Q Now, M. Fel dman sponsored the answers to

23 these interrogatories, is that right?

24 A Scanni ng through them it |ooks |ike that

25 woul d have been sonmething he did respond to.
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1 Q And so fromthe w tnesses here today, who
2 would be the best person to answer -- from Fl ori da Power
3 & Light, who would be the best person to answer
4 questions about these interrogatories?
5 A | think probably Dr. Sim
6 Q kay. In which case, | would just ask that
7 you |leave that there for Dr. Sim
8 A WIl do.
9 MR. MARSHALL: And so we w il hold off on
10 Exhibit 272 to that time, and that is all ny
11 guesti ons.
12 Thank you, M. Koch.
13 CHAl RVAN GRAHAM  Ckay. | assune none of the
14 utilities have questions for this w tness?
15 MR S. WRIGHT: Correct.
16 CHAI RVAN GRAHAM  Ckay. Staff?
17 M5. DUVAL: Thank you, M. Chairnman.
18 EXAM NATI ON
19 BY MS. DUVAL:
20 Q Good afternoon, M. Koch. WMargo DuVal on
21  behalf of staff.
22 How are you today?
23 A Good. Thank you. Good afternoon.
24 Q Staff al so passed out a few excerpts fromthe
25 conprehensive exhibit list and a couple of other
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1 docunents. Did you receive those?
2 A Yes, | have sone documents here.
3 Q kay. So the one that should be on the top is
4 actually an excerpt fromyour testinony. |f you could
5 refer to that one. |It's pages 11 and 33 of your
6 testinony?
7 A | have that.
8 Q In |l ooking at those, FPL's 2014 summer goal s
9 were 526.1 negawatts, correct?
10 A That's correct. | don't see it on this page,
11  but that is correct.
12 Q | believe that's on page 33 --
13 A Oh, sorry.
14 Q -- about line 21
15 A Yes, | see that.
16 Q So then | ooki ng back at page 11, in your
17 testinony, you provide that FPL's current proposed
18 summrer goals in this proceeding are 352 negawatts,
19 correct?
20 A Yes, that's correct.
21 Q Subj ect to check, would you agree that the
22 2019 summer goals are approxi mtely 33 percent, or
23 one-third | ess than the 2014 goal s?
24 A Subj ect to check, yes, | would agree with
25 t hat .
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1 And, you know, | would say that the one thing
2 that, you know, sort of nmkes a convenient sound bite,
3 but inreality, every one of these goals docket is a
4 do-over. So whatever assunptions were used five years
5 ago, the purpose of this docket is nowto say what are
6 the current assunptions. And they can cone up with
7 higher nunbers, |ower nunbers, sanme nunbers, but it
8 won't have anything to do with where it was before. It
9 has to do with what the current assunptions determ ne
10 they are now.
11 And so in this case, it happens to be | ower
12 because the costs for FPL are significantly |ower than
13 they were five years ago.
14 Q Thank you.
15 Ckay. Moving on to the second handout that
16  you should have. This is an excerpt fromthe fina
17 order approving the nuneric conservation goals from
18  2014.
19 Yes, | have that.
20 Q Okay. And we are looking at specifically
21 pages 40 and 43.
22 Ref erencing those, FPL's 2014 wi nter goals
23 were 324.2 negawatts, correct?
24 A Excuse ne, could you tell ne where it is? |
25 am not seeing that nunber.
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1 Q It's the sum of the Comm ssion approved w nter
2 peak demand goal on page 40, at the end of that line in
3 the chart where it says 166.

4 A Yes, okay. | see that now.

5 Q And then on the next page, it would be in the
6 mddle table, winter peak demand, FPL's |ine and

7  Comm ssion approved 158. 27

8 A Yes, | see that now.

9 Q Ckay. So you woul d agree, subject to check,
10 that the sum of those would be 324.2 negawatts?

11 A Yes.

12 Q And in your testinony, you provide that FPL's
13 proposed wnter goals in this proceeding are

14 259 negawatts?

15 A Yes, that's correct.

16 Q So subject to check again, would you agree

17 that the 2019 winter goals are approxi mately 20 percent,

18 or one-fifth less than the 2014 goal s?

19 A Subj ect to check, yes.
20 Q Thank you.
21 kay. Looking back at that 2014 order, the --

22 FPL's 2014 annual energy goals were 526.3 gi gawatt
23 hours, is that correct, subject to check, |ooking at the
24  nunbers provided in those two tables?

25 A 526 sounds correct to nme, yes, for gigawatt
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1 hours.
2 Q Thank you.
3 And FPL's proposed annual energy goals in this
4 proceeding are 1,000 negawatt hours, or one gi gawatt
5 hours was previously stated, right?
6 A Yes, that's correct.
7 Q And subj ect to check, would you agree that the
8 2019 proposed annual energy goals are approximately 99.8
9 percent less than the 2014 goal s?
10 A Subj ect to check, yes.
11 Q | would like to now refer you to the | ast
12 handout in that stack. So we are going to skip over the
13 next one and nove to the [ast one, which is an excerpt
14 fromstaff's hearing Exhibit No. 101. And these are the
15 responses specifically to 52 -- Interrogatories 52A and
16 52B.
17 A | have that.
18 Q Can you pl ease explain why FPL believes that
19 the two-year payback screening is the best nethod to
20 address free-ridership?
21 A Well, | think the two-year payback screening
22 is -- it's not intended to be a bright |line that says
23 100 percent of custoners that are faster than a two-year
24  payback are automatically going to take things, nor does
25 it say those above zero who are above a two-year payback
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1 aren't.
2 It's a striking the bal ance type of an
3 equation, and so -- which has, | think, served the
4 Commssion in Florida and the FPL well over the years.
5 It is sonething that is used in -- you know, we had
6 cited another jurisdiction that uses it for where they
7 wll pay on a business customincentive program and --
8 but it's basically designed to say that you are
9 obviously going to have increasing free-ridership as you
10 head under two years, and this reflects, you know,
11  acconmpdating the requirenent in the rule that
12  free-ridership be addressed.
13 Q Thank you, M. Koch.
14 M5. DUVAL: Staff has no nore questions.
15 CHAI RMAN GRAHAM  Thank you, staff.
16 Conmi ssi oners. Conm ssioner Clark. No.
17 Conmi ssi oner Brown.
18 COW SSI ONER BROMWN: W are so -- we are so
19 much al i ke.
20 Quick -- a couple of questions for you.
21 Thr oughout your testinony, you state that
22 t here have been significant market changes making
23 the DSM benefits | ess conpetitive throughout since
24 2014 you nenti oned.
25 O her than seeing an increase in the codes and
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1 standards and | ower costs, what other significant
2 mar ket changes are you tal king about?
3 THE WTNESS: Those are actually the two major
4 mar ket changes. |It's the operational cost for FPL,
5 whi ch has gone down. And Dr. Sim describes that in
6 a lot of detail, and | amnot the expert on that.
7 But at any rate, it's those operational costs
8 goi ng down for operating the system and then the
9 fact that codes and standards keeps, you know,
10 keeps sort of chewi ng the bottom out of what used
11 to be nore of the low hanging fruit in the energy
12 efficiency side.
13 COMWM SSI ONER BROMN:  And on page 13 of your
14 testinony, you tal k about that as the anount of
15 participants that have been actively engaged in the
16 program since the inception, | believe, of DSM
17 You state 7.6 mllion as of year-end 2018. Is it
18 since the inception?
19 THE WTNESS: Yes. So -- | nean, | would say
20 that that particul ar nunber includes prograns that
21 are currently offered, because it's nore |ike
22 10 mllion if you include prograns that have been
23 sequentially discontinued, but FPL has been doi ng
24 this since even before FEECA exi st ed.
25 COW SSI ONER BROMWN:  So have you seen an
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1 i ncrease -- even since the |last goal setting
2 proceedi ng 2014, you have seen an increase in
3 partici pants?
4 THE WTNESS: Onh, excuse ne, | think I nust
5 have m sunderstood your question. Could you ask it
6 agai n?
7 COW SSI ONER BROWN:  Ckay. So on page 13, if
8 you want to read it, it just states -- you state as
9 of year-end 2018, there have been 7.6 mllion
10 participants in the current prograns --
11 THE WTNESS: Right.
12 COW SSI ONER BROMWN:  -- current prograns that
13 have been al so offered since |ate 20 -- pardon ne,
14 1980s and 1990s. | wanted to nake sure if that is
15 since the inception and it's just current prograns
16 first. And second, have you seen an increase,
17 which | am assum ng the answer is yes, but since
18 the | ast goal proceeding in the nunber of
19 partici pants?
20 THE WTNESS: kay, Yyes.
21 So in answer to the first part of your
22 guestion, and you can see it in ny exhibit TRK-1
23 where it canme from But these are cumul ative
24 partici pants since inception in the prograns that
25 are currently being offered. And, yes, each year,
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1 we do have nore participants that have, you know,
2 participated in each program
3 COMM SSI ONER BROMWN: Do you know what the rate
4 Is, the actual increase rate? | amparticularly
5 focused on since 2014, since those goals were set.
6 THE WTNESS: Actually, | do not, off the top
7 of ny head, know what that is. It's been -- we
8 have been basically participating at a rate that
9 allows us to nmeet our goals, you know, annually, so
10 that's what -- that's what we focused on, but |
11 don't know the --
12 COW SSI ONER BROMN:  |'mcurious to see --
13 THE W TNESS: Ckay.
14 COW SSI ONER BROWN:  -- if there has been an
15 I ncrease and what that percentage is since the |ast
16 goal setting proceeding, so | wll ask Dr. Simwhen
17 he conmes up, and maybe he will have the answer.
18 So you only | ooked at a two-year payback
19 period, but you note that there have been
20 signi ficant market changes since 2014. | amtrying
21 to understand why you didn't contenplate an
22 al ternative payback period given the fact that
23 there are market changes since our |ast goal
24 setting proceeding.
25 The two-year payback is not a red line, black
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1 simlar to how we do our on-call program or sone

2 chargers are starting to cone out where they have

3 onboard technol ogy, so it would really depend on

4 the tine it went to market, you know, what was

S avai | abl e.

6 But the idea would be that you could ensure

7 that you woul dn't be driving peak demand, because

8 it's focused on demand, sane -- it's a demand

9 response type of philosophy. So -- because there
10 are, you know, still going to have to charge their
11 battery, so it's a question of shifting the denmand
12 to a period where it wuld be -- where it would be
13 | ess of an issue.

14 So we woul d have a set of custoners who would
15 be in a control group to nake sure that we

16 understood the patterns and how t hey were charging,
17 and then a set of custoners who would be in the

18 treatnment group. And then we would, you know, do
19 those interruptions and match one agai nst the ot her
20 to see -- to see what the affects were.

21 COMM SSI ONER BROMWN:  Are there any ot her

22 NexGen DSM progranms that FPL is contenpl ating?

23 THE WTNESS: | think the things that we are
24 | ooking at are | argely around nobile and stationary
25 storage. | nean, those are sort of the new things
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1 that are starting to cone out. There is sone new
2 products there, and obviously they are still quite
3 sense expensive, but it's the type of thing that we
4 coul d either be experienced because custoner would
5 be putting themin on their own, you know, very
6 early adopters; or they are things like this, where
7 we do expect that there is going to be a descent
8 penetration, |I think -- what were we saying? 460
9 nmegawatts of the, you know, EV |oad by -- on peak
10 EV |l oad by 2029. So things |ike that are, you
11 know, coming. So those are the areas | think are
12 the potential for the things that would be -- would
13 be avail abl e.
14 COMM SSI ONER BROMWN:  So then woul d you | ook at
15 a different payback period for those type of
16 projects -- or pardon ne, prograns?
17 THE WTNESS: | think what we woul d have to do
18 Is when we did the research on them we would have
19 to see, you know, how does it really work? What is
20 it looking like? And then we would have to | ook at
21 t he econom cs. Because, you know, at the end of
22 the day -- and this is sort of the reason we are
23 kind of a staunch defender of RIM is that
24 everybody is going to end up paying for this. |
25 mean, the general body of custoners pays for the
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1 activities we do through the ECCR cl ause, and that
2 I ncl udes both the wealthy and the non-weal thy, and
3 so, you know, we want to make sure that we don't
4 unnecessarily drive up costs because that's really,
5 you know, the bread and butter.
6 COMWM SSI ONER BROMN:  Absol utely. And j ust
7 | ast questi on.
8 In your testinony, you also talk about -- |
9 think you referencing Dr. Sim his testinony about
10 DSM benefits have declined by nore than 33 percent
11 in the five-year period since we |ast set our
12 goal s.
13 | would | ove to understand that nunber and how
14 you can quantify that, how benefits have dropped
15 over that tinme period. Do you have the answer or
16 does Dr. Sinf
17 THE WTNESS: Dr. Sim It's, in fact, a piece
18 of his analysis, so he -- | amsure he woul d be
19 happy to wal k you t hrough that.
20 COW SSI ONER BROAN:  Ckay. Thank you so much.
21 THE W TNESS:  Sur e.
22 CHAl RVAN GRAHAM M. d arKk.
23 COMM SSI ONER CLARK:  Thank you, M. Chairman.
24 Just one qui ck questi on.
25 Have you consi dered or | ooked at any realtine
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1 pricing strategies as part of DSM?
2 THE W TNESS: Actually, back in the '90s, |
3 was involved in realtinme pricing. W had that for
4 a few years in the conpany for |large Cl custoners,
5 and eventually, the adoption sort of withered with
6 I nterest, you know, fromthe custoner standpoint.
7 But, you know, I am-- | amnot famliar now
8 wi th how vari able our marginal prices are on the
9 system That woul d probably be sonething you would
10 ask Dr. Sim about, but a |lot of them have been,
11 over the years, have been fairly flat, so that
12 makes it nore challenging for -- on FPL's system |
13 will say. So that makes it nore challenging to
14 have that price differential versus your baseline
15 or versus, you know, sone other nature that would
16 allow you to, a custoner, really, to, you know,
17 take advantage of it to their benefit.
18 COMM SSI ONER CLARK: | guess, and that kind of
19 goes to ny second line of questions. W keep
20 tal ki ng about cost shifting and | ooking at the
21 different classifications of customers.
22 Have you consi dered, as part of your analysis,
23 breaki ng the custoner classifications down into
24 ot her subsets as, for exanple, residential --
25 typical residential custoners paying a nornal
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1 residential, braking those down into different
2 types of honeowner structures, or different types
3 of classes, so nonresidential that are paying the
4 sane rates, breaking those down, and | ooking at,
5 for exanple, a custoner that sinply had a well, or
6 a punp, or sonme small itemthat's on the system
7 requi ring the sane anmount of infrastructure as a
8 house that's going to be generating revenue for the
9 conpany, have you consi dered breaki ng those
10 classifications down as part your strategy and
11 anal ysi s?
12 THE WTNESS: | don't think exactly as the
13 exanpl e you have described is. | nean, we did
14 break the groups of custoners for residential, for
15 exanple, down into single famly, multi-famly and
16 nmobi | e or manufactured honme, we broke theminto
17 t hose pieces. And then we had, dependi ng upon the
18 measure, it had different anmounts of demand and
19 energy associated with it.
20 So there was -- there was that part of the
21 anal ysis that was perforned for the neasures that
22 were identified, but I -- | don't think to the
23 | evel you were just descri bing.
24 COMM SSI ONER CLARK:  So on that note, you kind
25 of hit an area that interests ne because you said
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1 t hat you broke manufactured housi ng down.

2 Did you see any significant potential things

3 that can be done in the manufactured hone industry

4 that woul d have a nore positive effect on DSM

5 prograns than just, say, standard stick-built

6 residential prograns? Have you consi dered

7 desi gni ng prograns that were specifically for

8 manuf act ured housi ng?

9 THE WTNESS: And that has been one of the

10 t hings that we've |ooked at in the past as we have
11 done program design. The -- at the nonent, though,
12 none of the -- because of the cost issue that we

13 tal ked about before, the avoided cost issue, none
14 of those types of neasures that could have passed
15 t hrough, whet her they be for manufactured honme or
16 be for other types of dwelling, you know, none of
17 t hose have made it through, so they wouldn't be in
18 a programthat would be, you know, part of the 2020
19 DSM pl an.

20 COMM SSI ONER CLARK: So have you eval uated the
21 contribution to coincident peak just on

22 manuf act ured honmes as opposed to standard

23 stick-built residential?

24 THE WTNESS: W evaluated it from you know,
25 on a per neasure basis.
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1 COW SSI ONER CLARK:  On a per neasure.

2 THE W TNESS:  Yes.

3 COMWM SSI ONER CLARK:  Gkay. Thank you, M.

4 Chai r man.

5 CHAl RVAN GRAHAM M. Koch, | have a coupl e of

6 guesti ons.

7 Your testinony says that you are a conputer

8 science mmjor, correct, or was?

9 THE WTNESS: Back in the day, | did alittle
10 progranm ng, Yes.

11 CHAI RMAN GRAHAM Wl |, let nme tell you a

12 little story. | grew up, and | had one of those

13 stepfathers that would, he would pulled into the

14 driveway, the first thing he would do is go check
15 the neter, and he would see the neter spinning

16 around, and he would wal k in the house and start

17 yelling and scream ng, what the hell is on? Turn
18 this off. Turn this off. Turn that off. And

19 that's his way of doing energy efficiency.

20 My question, now that we have smart neters and
21 nore and nore smart neters, | amone of those guys
22 that | think if you -- if you had sonething on the
23 refrigerator that showed, |ike, a needl e how nuch
24 energy you are using, you know, instantaneously, or
25 i f you just had a counter showi ng how nmuch you had,
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1 or even now, everybody has got little Fitbit watch,
2 and they say, you know, | got to get another 1,000
3 steps in, or another 10,000 steps in. |Is there any
4 t hought at all about tying the smart neters to sone
5 sort of term nology along that |ine? Because |
6 think if people, in realtine, see the energy they
7 are use being, they will sit back and think to
8 t hensel ves, you know, | left the ceiling fan back
9 on the back bedroom or | left this running, or I
10 did this, but any thought to that on an educati onal
11 basis when it cones to energy efficiency?
12 THE W TNESS:. Actually, yes. W have
13 I npl emented been -- we have inplenmented a new
14 platform and I will just speak about the
15 residential because you gave that exanple. But it
16 relies upon our survey now, our energy survey, and
17 we have two tools. One that you can just go on
18 your dashboard and see how things are functioning
19 and predict your next nonth's bill, et cetera, that
20 sort of stuff.
21 But the other one, the energy analizer, which
22 is our -- | think the termhere is audit, but we
23 call them surveys. But that device relies upon
24 custoners' AM data, it disaggregates their bil
25 into the end-use appliance using sone Al
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1 technol ogy, and will tell you what you are using,
2 what's driving the nost, and then it specifically
3 provi des you information in terns of what you can
4 do to sit there and affect those particular things.
5 It wll be -- it's a unique signature to your
6 property based on your AM dat a.
7 Now, it's an on-line type of thing. It isn't
8 a wearabl e type of product, but you can get access
9 to it on smart devices.
10 CHAl RMAN GRAHAM  Wel |, now, Florida Power &
11 Li ght has got an app, correct, that does nore |ike
12 hurri cane preparedness, and what's on and what's
13 off, that sort of thing?
14 THE WTNESS: Yes, that's correct.
15 CHAl RVAN GRAHAM  Have we t hought about
16 putting that -- tying that to the app sonehow?
17 THE WTNESS: | believe it is tied to the --
18 it's a different app, but | believe it is tied to
19 that app right now. | know for sure the dashboard
20 is on there, and | believe you can get to the
21 survey platformas well through that sane --
22 t hrough that sanme nethod.
23 CHAI RVAN GRAHAM  Not havi ng Fl ori da Power &
24 Light, I don't have access to that app.
25 Ckay. Redirect?
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1 MR, COX: Thank you, Chairman, just a few

2 guesti ons.

3 FURTHER EXAM NATI ON

4 BY MR COX

5 Q M. Koch, do you recall a question -- M.

6 Koch, do you recall a question regarding, | think it was
7 Exhibit 270, ROG No. 104, and you were asked about a

8 free rider issue and use of sone sort of survey to

9 assess free riders and the appropriate |level to assess

10 free riders, | guess?
11 A Yes, | renenber that |ine of questioning.
12 Q | just want to make sure your answer was cl ear

13 on that point.

14 So you said there was a reason why you didn't
15 think it was a good idea to engage in that type of

16 survey to assess the appropriate |level for determ ning

17 the free rider screen?

18 A Yes, and it's sort of three reasons.
19 No. 1 is it's costly.
20 No. 2, it's a conplex type of issue to be able

21 to filter out what those custoner surveys are saying.
22 And No. 3, it's a pretty contentious type of
23 issue that gets hotly debated in regulatory --

24  reqgul atory proceedings.

25 Q Thank you, M. Koch.
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1 You were al so asked a question -- | am goi ng

2 toswtch gears to a different topic. | believe it was

3 fromstaff Exhibit 100, and it was SACE' s and LULAC s

4 counsel, Earthjustice asking you sone questions about

5 staff Exhibit 100, FPL response to staff Interrogatory

6 No. 9. And he was asking about the adm nistrative costs
7 for various neasures, residential neasures.

8 A Yes, | renenber that.

9 Q And | just want to make sure | understood your
10 answer on that as well.

11 So he was aski ng you questions, asking you

12 about the installation costs, as | recall; is that

13 right, the installation costs for these particul ar

14 measur es?

15 A Yes, he nentioned that.
16 Q But you were nmaking it clear on that exhibit
17 that that nunber -- the nunbers he was referencing, |

18 think he referenced $29 and $19 specifically. Are those
19 nunbers installation costs?

20 A No, those are -- those would be FPL program
21 managenent costs, or program operation costs.

22 Q Ckay. | think |I just have one nore question
23 for you, M. Koch.

24 You were asked a question about conparing

25 FPL's goals from 2014 to 2019. Do you recall a question
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1 on that topic?
2 A Yes.
3 Q And | think you were speaking specifically
4 about the summer negawatt goal .
5 A Ckay.
6 Q And you basically -- you indicated, | think --
7 let me just ask it this way: |Is it proper to conpare
8 goals between the 2014 goals and the current goals as
9 FPL or any party thinks about the goal s?
10 A No, | don't think so, because each set of
11 information is predicated on a totally different set of
12 assunptions. | nean, no nore than you woul d expect ne
13 to be able to run the sane way | ran in ny thirties.
14 Unfortunately, |life has changed. So, you know, it's the
15 sane sort of situation, where the underlying information
16 is a totally different set of circunstances, so
17  nunbers -- it's, again, a pure do-over.
18 Q And that woul d apply whether we are tal king
19 about the goal for summer nmegawatts, w nter nmegawatts or
20 the energy efficiency, the gigawatt hours, energy
21  savings?
22 A Yes, that's correct; because it's really a
23 matters whether a neasure clears the screening, economc
24  screen or not, and whatever negawatts or gigawatt hours
25 is just a pure outfall of that.
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1 Q Thank you, M. Koch.
2 MR COX: No further questions.
3 CHAl RVAN GRAHAM  Ckay. Exhibits, SACE.
4 MR. MARSHALL: W nove to enter into the
5 record exhibits that were marked 265 through 271,
6 and we would just ask that the parties hold on to
7 what was mark as 272 for Dr. Sims testinony as
8 wel |l as the, what was al so included next to that,
9 the excerpt for FPL's 10-year site plan.
10 MR COX: | didn't foll ow about the 10-year
11 site plan, what was sai d?
12 CHAl RVAN GRAHAM  There was an extra that he
13 sent out but we haven't |abeled, so we are not
14 entering it at the time, just for himto hold on to
15 it.
16 MR COX: Oh, |I see. Thank you.
17 CHAI RVAN GRAHAM  But did you have an
18 obj ecti on about 265 through 272?
19 MR, MARSHALL: Just 271, because 272 we are
20 going to hold on for Dr. Sim
21 MR COX: No, all of the exhibits that he has
22 referenced today | believe were excerpts fromthe
23 staff exhibits on the conprehensive exhibit |ist,
24 Is that correct?
25 MR, MARSHALL: No, there were a few ones that
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



138

1 were new, |like the PODs to the --
2 MR COX: But they were responses fromFPL's?
3 MR. MARSHALL: Yes.
4 MR COX: Yes. W have no objections to
S t hose.
6 And | understand that the -- staff, you
7 admtted all of the exhibits to M. Koch's
8 testinony already at the beginning of the hearing?
9 CHAI RVAN GRAHAM  Yes.
10 MR, COX: Thank you.
11 MS. DUVAL: Actually, if I could clarify that
12 one point. Staff only entered into staff's hearing
13 exhi bits at the begi nning of the proceeding.
14 CHAIl RVAN GRAHAM W have not entered -- we
15 have not entered Exhibits 2, 3, 4 and 5 for M.
16 Koch yet.
17 MR COX: | see. We would ask adm ssion of
18 those exhibits then. Thank you.
19 CHAl RMAN GRAHAM  (kay. Hold on a second.
20 Let's finish with him
21 So 265 through 271, you have no objections?
22 MR. COX: No objections.
23 CHAl RMAN GRAHAM  So we will enter those into
24 t he record.
25 MR, MARSHALL: Thank you.
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1 (Wher eupon, Exhibit Nos. 265-271 were received

2 into evidence.)

3 CHAI RMVAN GRAHAM  Now your Exhibits 1 through
4 4, you want to enter into the record?

5 MR. COX: Yes, which were, | think | abeled,

6 Exhi bits -- hearing Exhibits 2 through 5 --

7 CHAI RVAN GRAHAM  Yes.

8 MR COX: -- we ask for adm ssion. Thank you.
9 CHAI RMAN GRAHAM  And no objections to that,
10 we will enter 2 through 5 into the record as well.

11 (Wher eupon, Exhibit Nos. 2-5 were received
12 into evidence.)

13 CHAI RMAN GRAHAM St aff, your exhibits.

14 M5. DUVAL: Chairman, we woul d not be noving
15 any of those in the record. They are all excerpts
16 either fromstaff's hearing exhibits, M. Koch's
17 testinony and the Conm ssion order.

18 CHAI RMAN GRAHAM  Ckay. Sounds good.

19 Al right.

20 MR, GUYTON. Florida Power & Light calls

21 Andrew Whitley to the stand.

22 CHAl RVAN GRAHAM  Thank you, M. Koch.

23 \Wer eupon,
24 ANDREW VWHI TLEY

25 was called as a witness, having been previously duly
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1 sworn to speak the truth, the whole truth, and nothing
2 but the truth, was exam ned and testified as foll ows:
3 EXAM NATI ON
4 BY MR GUYTON:
5 Q M. Witley, have you previously been sworn?
6 CHAl RVAN GRAHAM M cr ophone.
7 THE W TNESS:. Yes, | have.
8 BY MR BUTLER
9 Q Wul d you pl ease state your nane and busi ness
10 address?
11 A Yes, Andrew Wiitley, 700 Universe Boul evard,
12 Juno Beach, Florida.
13 Q And M. Witley, who is your enpl oyer?
14 A Fl ori da Power & Light.
15 Q And what's your position?
16 A My position is Engineering Supervisor with the
17 Resource Planning -- or | amsorry, the Integrated
18 Resource Planning G oup.
19 Q And did Florida Power & Light Conpany prefile
20 42 typewitten pages of your direct testinony in this
21 docket on April 12th, 2019?
22 A Yes, they did.
23 Q And if | were to ask you today the sane
24  questions as appear in your prefiled direct testinony,
25 would your answers be the sanme?
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I. INTRODUCTION

Please state your name and business address.

My name is Andrew W. Whitley, and my business address is 700 Universe
Blvd., Juno Beach, Florida 33408.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (FPL) as Principal
Engineer in the Integrated Resource Planning department of FPL’s Finance
Business Unit.

Please describe your duties and responsibilities in that position.

I conduct resource planning and production cost analyses that examine the
timing and magnitude of FPL’s resource needs as well as the economics of
how to meet those needs.

Please describe your educational background and professional
experience.

I graduated from Lehigh University in 2004 with a Bachelor of Science in
Mechanical Engineering. I joined FPL in 2004 as part of FPL’s Distribution
Business Unit, and performed various engineering tasks related to providing
new service as well as maintaining the reliability of existing services to FPL’s
customers. In 2007, I joined FPL’s Resource Assessment and Planning group
(now referred to as the Integrated Resource Planning group). During that
time, I have been involved in a variety of resource planning projects for FPL.
Starting in 2011, I began regularly updating FPL’s cost-effectiveness models

and then evaluating Demand Side Management (DSM) measures and

3
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programs. In 2013 and 2014, I was the principal analyst involved in
performing FPL’s analysis in support of its 2014 DSM Goals. As part of this
analysis, I evaluated FPL’s resource needs that could be met with DSM,
conducted cost-effectiveness screening of DSM measures, and performed rate

impact analyses on FPL’s proposed Goals.

After my work on the previous DSM Goals, I was involved in performing
analysis in support of both the Okeechobee Clean Energy Center (in 2015)
and Dania Beach Clean Energy Center Need Determination (in 2017-2018)
filings.
Are you sponsoring any exhibits in this case?
Yes. I am sponsoring Exhibits AWW-1 through AWW-14 which are attached
to my testimony:
= Exhibit AWW-1: FPL’s Resource Planning Process as Applied to
DSM Goal-Setting;
= Exhibit AWW-2: Economic Elements Accounted for in DSM
Preliminary Screening Tests: Benefits and Costs;
= Exhibit AWW-3: Summary Results of Preliminary Economic
Screening of Individual DSM Measures (w/o and w/CO; Costs);
= Exhibit AWW-4: Summary Results of Preliminary Economic
Screening of Individual DSM Measures: Sensitivity Cases;
= Exhibit AWW-5: Forecasted Fuel and Environmental Compliance

Costs;
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Exhibit AWW-6: Projection of FPL’s Resource Needs for 2020-
2031 with No Incremental DSM Signups After 2019;

Exhibit AWW-7: Comparison of DSM Achievable Potential
Summer MW Values with FPL’s Projected Summer Resource
Needs (Assuming the Resource Needs are Met Solely by DSM);
Exhibit AWW-8: Overview of Supply Only and With DSM
Resource Plans;

Exhibit AWW-9: Example of Levelized System Average Electric
Rate Calculation for the RIM Resource Plan;

Exhibit AWW-10: Comparison of the Resource Plans: Economic
Analyses Results and Consequences;

Exhibit AWW-11: Additional Cost Needed to be Added to RIM
Plan to Increase its Levelized System Average Electric Rate to
That of the TRC Plan;

Exhibit AWW-12: Comparison of the Resource Plans: Projection
of System Average Electric Rates and Customer Bills (Assuming
1,200 kWh Usage);

Exhibit AWW-13: Comparison of the Resource Plans: Projection
of System Emissions; and

Exhibit AWW-14: Comparison of the Resource Plans: Projection

of System Oil and Natural Gas Usage.

What is the scope of your testimony?

The scope of my testimony is as follows:
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1. Provide an overview of FPL’s resource planning process and DSM Goals
evaluation process;

2. Review the relevant assumptions used in FPL’s resource planning process;

3. Present the results of the Economic Potential preliminary screening
analysis for all of the DSM Goals measures which served as inputs for the
Achievable Potential work discussed in FPL witness Thomas R. Koch’s
testimony; and

4. Review the resource plans that are based on the results of the Achievable
Potential analyses and how these resource plans meet FPL’s resource
needs and how they compare on economic and non-economic factors.

Please summarize your testimony.

Utilizing FPL’s resource planning process and the latest forecasts,

assumptions and cost estimates, FPL’s customers would experience the lowest

electric rates with proposed DSM Goals that are based upon the application of

the Rate Impact Measure (RIM) and Participant tests, plus the years-to-

payback screening for cost-effectiveness. Those proposed DSM Goals are

352 megawatts (MW) Summer demand, 259 MW Winter demand and 1,023

megawatt-hours (MWh) energy reduction for the period 2020 through 2029.

In my testimony, I cover:

- FPL’s resource planning process, how it applies to DSM options, and

how it treats DSM and supply options equally;
- The various tests used in the preliminary cost-effectiveness screening

and the results of this screening;
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- Why the application of the RIM test, in conjunction with the
Participant test, is most appropriate when setting DSM Goals;

- How the projected Achievable Potential of DSM compares to FPL’s
resource needs in the 2020-2029 timeframe;

- FPL’s proposed Supply Only Resource Plan, With DSM Resource
Plans, and how all of these plans compare on both economic and non-
economic bases; and

- How the final resource plan based on FPL’s proposed DSM Goals
continues to provide reliable electric service for FPL’s customers at

low electric rates.

II. FPL’S RESOURCE PLANNING PROCESS

Are FPL’s proposed DSM Goals based on FPL’s most recent resource
planning process?

Yes. Beginning in 2018, and continuing into the first quarter of 2019, FPL
undertook a months-long process to determine its resource plan for use in the
2019 DSM Goals filing, as well as all other 2019 analyses, including the 2019
Ten Year Site Plan (Site Plan). The assumptions used in FPL’s planning
process were developed in late-2018 and early 2019 and accurately represent a

current projection of FPL’s system.
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Why did FPL develop its proposed DSM Goals based upon its most

recent planning process?

There are two important reasons FPL used its most recent planning process to

develop its DSM goals. First, Rule 25-17.0021 F.A.C., subsection (3) states

in part that: “In a proceeding to establish or modify goals, each utility shall
propose numerical goals for the ten-year period..., based upon the utility’s
most recent planning process...” (emphasis added) Accordingly, FPL based
its proposed goals upon its most recent planning process to comply with the

Commission’s DSM Goals rule. Second, it is important for a utility to use its

own resource planning process while setting DSM Goals or performing the

analysis of any resource option, because each utility has its own specific
characteristics that can alter the timing and magnitude of its resource needs,
and can influence the cost-effectiveness of resource options.

What are the objectives of FPL’s integrated resource planning process?

There are 3 main goals of FPL’s resource planning process:

1. Identify the timing of FPL’s resource needs. The timing of future
resource needs is largely determined by reliability standards (such as
reserve margins and loss-of-load probability requirements).

2. Identify the magnitude of these resource needs, i.e., how many MW of
capacity are needed to satisfy reliability criteria.

3. Identify the type of resources, either supply-side or demand-side, that

can meet these capacity needs. This selection is determined by the
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option that is projected to result in the lowest electric rates for FPL’s

customers.
When selecting supply-side or demand-side resource options to meet its
reliability criteria, does FPL select these resources on the basis of lowest
cumulative present value of revenue requirements (CPVRR)?
No. When evaluating among supply-side and demand-side resource
alternatives, FPL bases its evaluation on the lowest system average electric
rates. If, for example, two resource plans satisfy all of FPL’s reliability
requirements, the better plan for all of FPL’s customers is the plan that results
in the lowest Levelized System Average Electric Rate. This calculation is
performed by dividing a utility’s annual revenue requirements for that year by
the utility’s Net Electric Load (NEL) for that year. This same calculation is
performed for each year of the analysis, then the results for all years are
summed on a present value basis. This cumulative present value is then
converted into a Levelized System Average Electric Rate for the period of the

analysis.

Note that if one were comparing two resource plans that have the same level
of DSM, the two plans will have the same NEL. Therefore, the plan with the
lower CPVRR in that scenario also would have the lower Levelized System
Average Electric Rate. However, in an evaluation of varying DSM Goals
portfolios, some plans will have different NELs, and, therefore, cannot be

evaluated on CPVRR alone. Evaluating portfolios based on lowest electric
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rates, instead of lowest CPVRR costs eliminates the possibility of selecting a

portfolio of resource options that results in higher electric rates for all of

FPL’s customers than a competing portfolio. It also ensures there is no cross-

subsidization between participating and non-participating customers.

Please provide an overview of FPL’s IRP process.

An overview of FPL’s IRP process is presented annually in FPL’s Site Plan

filings. One can summarize FPL’s IRP process by the following four tasks:

- Task 1: Determine the magnitude and timing of FPL’s new resource
needs.

- Task 2: Identify the resource options and resource plans that are
available to meet the determined magnitude and timing of FPL’s
resource needs (i.e., identify the available competing options and
resource plans).

- Task 3: Evaluate the competing resource options and resource plans in
regards to system economics and non-economic factors.

- Task 4: Select a resource plan, as needed, to meet nearer-term options.

How does FPL apply its IRP process to the specific analyses that are

needed for a DSM Goals-setting docket?

In a DSM Goals-setting docket, FPL freezes its DSM additions before the

start of the next DSM Goals period. FPL assumes no incremental DSM, and,

“starting from scratch,” projects how much DSM should be implemented for

the next ten years. FPL approaches that task by applying its IRP process in a

10
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6-Step analysis approach. This same basic process was used by FPL in its

prior DSM Goals-setting dockets.

Please summarize the 6-Step resource planning process for DSM Goals-

setting.

An overview of the 6 step planning process is presented in Exhibit AWW-1.

The process can be summarized as follows:

Step 1: The Technical Potential for DSM is determined in which practical
considerations of cost, market forces, the utility’s resource needs,
and other factors are all ignored. The end result of this step is a list
of individual DSM measures that are theoretically available in a
utility’s service territory. Nexant witness Herndon describes in his
direct testimony how Nexant developed the projected Technical
Potential values for FPL that were used in the rest of FPL’s analyses.

Step 2: Assuming no incremental DSM signups occur after December 31,
2019, FPL’s projected resource needs for 2020 through 2029 were
determined. Two determinations of resource needs are made: one if
the resource needs are theoretically met solely by Supply options and
one if the resource needs are theoretically met solely by DSM
options. These two projections are different because of FPL’s 20%
total reserve margin criterion. For example, if the resource need to
be met solely by DSM options for a given year is 100 MW, the
resource need to be met solely by Supply options for the same year is

100 MW x (1 +0.2) = 120 MW.

11
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The results of these determinations are used in two ways. First, using
the projected resource needs, if the needs are met solely by Supply
options, a generation addition is selected for use in the preliminary
economic screening of DSM measures (which occurs in Step 3).
Second, these determinations are used later to create a “Supply
Only” Resource Plan and two “With DSM” Resource Plans, which
are all used for the detailed system economic and non-economic
analyses that occur in Step 6.

In this step, each individual DSM measure identified in the Step 1
Technical Potential work is analyzed using a series of preliminary
economic screening evaluations against a single Supply option that
DSM could potentially avoid or defer. These screening evaluations
divide into two separate paths depending on the primary screening
test used in the analysis. One path utilizes both the RIM test and the
Participant test, while the other path utilizes the Total Resource Cost
(TRC) test and the Participant test. At the end of the screening for
both of these paths, two more steps are conducted on both of the
screening paths. First, the remaining measures are screened for free
riders based on a “years-to-payback” test. Second, the maximum
incentive that the utility can offer and preserve cost-effectiveness for

each remaining DSM measure is calculated.

Step 4: The remaining DSM measures, and their accompanying maximum

incentive levels, are then analyzed to determine the projected

12
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Achievable Potential over the 2020 through 2029 time period.
Again, this step is divided into two separate paths of analysis
depending on the cost-effectiveness screening tests that are being
applied. The resulting projection for each DSM measure represents
the projected maximum annual signups for each year of the ten-year
DSM Goals period. Cumulatively, the sum of these projected
maximum annual signups for each DSM measure identifies how
many MW of DSM resources are projected to be available each year
to potentially meet FPL’s projected annual resource needs. FPL
witness Koch addresses the process of evaluating the Achievable
Potential for the remaining DSM measures in his direct testimony.

In this step, the projections of resource needs developed previously
in Step 2 are used again in several ways. First, FPL uses the
projection of resource needs, if the needs are met solely by Supply
options, to develop a resource plan in which only Supply options are
added. This resource plan is referred to as the “Supply Only”
Resource Plan. Next, FPL compares the projected maximum annual
DSM MW signups identified in Step 4 to the projected annual
resource needs if those needs are met solely by DSM options. From
this comparison, at least two “With DSM” Resource Plans are
developed, one based on the RIM and Participant tests; another
based on the TRC and Participant tests. These resource plans may

consist solely of DSM measures, or a combination of DSM and
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Supply options, for the ten-year Goals-setting period. At the
conclusion of Step 5, the Supply Only and With DSM Resource
Plans have been developed for the more detailed system analyses.
Step 6: These resource plans are analyzed from both economic and non-
economic perspectives. The best resource plan based on these
perspectives is identified, and the amount of incremental DSM
included in that plan is selected as FPL’s proposed DSM Goals for
the 2020 - 2029 time period.
Does FPL’s 6-step analytical process outlined above result in Supply and
DSM resource options being evaluated on a level playing field?
Yes. One of the objectives of integrated resource planning is to evaluate all
resource options under consideration using a “level playing field” approach.
FPL’s analyses evaluate both Supply and DSM resource options in terms of
the resource options’ ability to meet FPL’s resource needs. In addition, these
analyses allow the resources to be fully evaluated from an economic
perspective in regards to both benefits and costs, as well as from non-
economic perspectives, using an identical set of evaluation metrics. In regards
to the economic analyses, all projected cost impacts that will affect FPL’s
customers in terms of the electric rate levels they will be charged are

accounted for in these analyses.
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Which of the 6 steps outlined above will you be addressing in your
testimony?

I address Steps 2, 3, 5, and 6 of this process, plus other topics, in the
remainder of my testimony. Nexant witness Herndon addresses Step 1, and

FPL witness Koch addresses Step 4, plus other topics, in his direct testimony.

III. STEP 2 OF FPL’S PLANNING PROCESS: METHODS AND

ASSUMPTIONS USED TO PROJECT FPL’S RESOURCE NEEDS

How does FPL determine its projected future resource needs?

FPL uses three reliability criteria in projecting its future resource needs. One
criterion is a minimum total reserve margin of 20% for both Summer and
Winter peak hours. The 20% total reserve margin criterion was approved by
the Florida Public Service Commission (FPSC) in Order No. PSC-99-2507-S-

EU issued in Docket No. 981890-EU.

The second reliability criterion used by FPL is a Loss-of-Load-Probability
(LOLP) criterion. LOLP is a projection of how well an electric utility system
may be able to meet its firm demand (i.e., a measure of how often firm load
may exceed available resources). In contrast to a reserve margin approach that
looks at the one Summer peak hour and the one Winter peak hour, the LOLP
approach looks at the peak hourly demand for each day of the year. The LOLP

approach takes into consideration the probability of individual generators
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being out-of-service due to scheduled maintenance or forced outages. LOLP is
typically expressed in terms of “numbers of times per year” that the system
firm demand could not be served. FPL’s LOLP criterion is a maximum of 0.1
days per year. This LOLP criterion is commonly used throughout the electric

utility industry.

The third reliability criterion utilized by FPL is a minimum generation-only
reserve margin (GRM) of 10%. The issue of having a sufficient generation
component of the projected total reserve margin has been discussed annually
in FPL’s Site Plan filings beginning in 2011, and the GRM was adopted by
FPL as a reliability criterion beginning in 2014. The GRM must be applied
only after evaluating the amount of DSM in a resource plan to determine
whether the resource plan is too dependent upon DSM.
What forecasts and assumptions did FPL use in its 2019 planning
process?
Every year, FPL updates its forecasts as part of its IRP process and in support
of filing its yearly Site Plan. In its 2019 resource planning work, including the
analyses for this docket, FPL is using the following forecasts:
1. A forecast of fuel prices (natural gas, coal, and oil), dated December 3,
2018;

2. A forecast of projected hourly load, dated December 13, 2018; and
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3. A forecast of carbon dioxide (CO,) compliance costs, dated December
6, 2018 (Use of this forecast in one of the sensitivity analyses is

explained later in my testimony).

As discussed in FPL’s 2019 Site Plan, FPL made a number of assumptions

regarding its resource mix that affected its projected resource needs in the

2019 planning process. These assumptions include:

- The retirement of Martin Units 1 & 2 in 2019;

- The retirement of Manatee Units 1 & 2 by the end of 2021;

- The addition of the Okeechobee Clean Energy Center in 2019;

- The addition of the Dania Beach Clean Energy Center in 2022; and

- The cumulative addition of approximately 8,053 MW (nameplate) of
solar by the end of 2028 which is the last year addressed in the 2019
Site Plan. (FPL is also projecting the addition of another 1,200 MW of
solar in 2029.)

Does the load forecast used in the analysis account for the projected

energy efficiency impacts of Florida Building Code and federal

equipment manufacturing standards (collectively, Codes and Standards)?

Yes. FPL witness Dr. Steven R. Sim explains further the projected magnitude

and effects of energy efficiency resulting from Codes and Standards.
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From a resource planning perspective, does the energy efficiency impact
of Codes and Standards differ at all from energy efficiency resulting from
utility DSM programs?

No. Both types of energy efficiency act to reduce FPL’s peak demand and
energy on the customer side of the meter. One kW of peak demand reduction
will avoid or defer new generation whether it comes from Codes and
Standards or from a utility sponsored program. Likewise, the associated fuel
and emission impacts from one kWh of energy reduction will be realized
regardless of the impetus for that energy reduction.

Once all of these forecasts and assumptions were developed, how did FPL
develop the resource plans you discuss in this docket?

FPL developed these resource plans primarily using the EGEAS (Electric
Generation Expansion Analysis System) planning model. The EGEAS model
utilizes dynamic programming to conduct an extensive evaluation of all
possible resource plans that can meet a utility’s reliability requirements. FPL
and the Commission have relied upon this model in numerous prior
proceedings, and it was used to develop FPL’s 2019 Site Plan. EGEAS
incorporated a number of FPL forecasts and assumptions into its analysis
including the following:

- The 20% total Reserve Margin reliability criterion described earlier;

- Forecasts for peak load, energy, fuel prices, and environmental

compliance costs;
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- The existing capabilities of the units on FPL’s systems, and any
planned changes to those units; and

- Projections of fixed and variable costs, and the operating
characteristics, of a variety of generation options to meet FPL’s
resource needs in the future.

After incorporating all of these parameters, EGEAS evaluated hundreds of

possible resource plans that met FPL’s future resource needs using only

generation or supply options. At the end of this evaluation, the resource plan

with the lowest projected electric rate for FPL’s customers was identified as

FPL’s Supply Only Plan. From this plan, FPL selected an avoided unit (a unit

which can be avoided or deferred due to DSM) to be used in its preliminary

cost-effectiveness screening.

Based on this Supply Only Resource Plan, what Supply option was

selected for use in the preliminary cost-effectiveness screening?

A 1,886 MW (Summer) combined cycle (CC) unit with a projected in-service

year of 2026 was selected as the unit to be considered potentially avoidable

for the preliminary screening work.

Why did FPL select the 2026 CC unit as its avoided unit?

This unit was selected based on several factors. First, as part of the best

Supply Only Resource Plan, it was one of the most economic generation

additions available. Second, it was located far enough in the future to allow

DSM additions a meaningful chance to potentially avoid or defer it. Finally,
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selection of a fossil unit conforms to the Commission’s direction that DSM

avoid or defer fossil fuel usage.

IV.  STEP 3 OF FPL’S PLANNING PROCESS: OVERVIEW OF

PRELIMINARY ECONOMIC SCREENING TESTS FOR DSM

Which preliminary screening tests for DSM were used in this step of
FPL’s DSM Goals-setting analyses?

FPL utilized four DSM screening tests in these analyses: the Participant
screening test, the RIM preliminary screening test, the TRC preliminary
screening test, and the years-to-payback screening test using a two-year
criterion. All four of these tests are designed to provide preliminary economic
screening information regarding the individual DSM measures being
evaluated. The intent of the Participant test is to determine if it makes
economic sense for an individual customer to participate in a specific DSM
measure. The intent of the RIM test is to measure the effect of a DSM
measure on FPL’s electric rates which impact both participants and non-
participants. When paired with the Participant test, the RIM test accounts for
the perspectives of all FPL’s customers. The intent of the TRC test is
supposedly to measure the cost of a DSM measure to the utility as a whole.
However, the TRC test does not account for a measure’s effect on the electric
rates for a non-participating customer, and is therefore incomplete. The intent

of the years-to-payback test is to address the “free rider” issue so that the
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utility, and all of its customers, are not making incentive payments, and
incurring administrative costs, for DSM measures that customers likely will
install even without an incentive payment.

Is FPL accounting for any projected environmental compliance costs in
the screening tests in the current analyses?

Yes, but only for two types of emissions. FPL is accounting for projected
compliance costs for sulfur dioxide (SO;) and nitrogen oxides (NOx) in both
the RIM and TRC preliminary screening tests. However, consistent with the
direction provided in the Order Establishing Procedure for this docket (Order
No. PSC-2019-0062-PCO-EG), FPL is not accounting for projected CO,
compliance costs in these screening tests in FPL’s base case analyses. FPL is
analyzing the impact of projected CO, compliance costs in sensitivity
screening analyses. In order to indicate whether CO; costs are included in the
screening analyses, I will use the terminology of “w/ CO,” and “w/o CO,” for
the different analyses.

Have the four preliminary screening tests been used by FPL in prior
DSM Gooals filings?

Yes, all four tests have been used in prior filings, with the RIM and
Participant tests and a years-to-payback screen of two years having been used

by FPL to propose DSM Goals.
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Please discuss the primary differences between the Participant, RIM, and
TRC preliminary screening tests.

A summary of the costs and benefits considered by each test is provided in
Exhibit AWW-2. The primary differences between these three tests result
from the perspective that each test attempts to capture. The aptly-named
Participant test focuses solely on the perspective of a participant in a DSM
measure. This test compares the incremental costs associated with a DSM
measure (mainly the initial cost of the measure compared to a baseline
alternative) versus the benefits associated with that DSM measure (which

primarily are the savings in the customer’s bill from reduced energy usage).

The TRC test is supposedly designed with the intent of comparing the “total”
cost of a DSM measure against its benefits. Although the TRC test does
accurately capture the benefits associated with adding a DSM measure, it has
several failings when analyzing the cost of a DSM measure. First, the TRC
test “double-counts” the participant costs, as they have already been
accounted for when using the Participant test. Second, the TRC does not
include incentive payments in its cost calculation. These costs represent a
significant portion of the total cost of implementing a DSM measure by a
utility. Third, and most importantly, the TRC does not include the impact of a
DSM measure on a utility’s electric rates. This impact comes from
unrecovered revenue requirements resulting from a DSM measure’s savings.

All else equal, if these unrecovered revenue requirements are not offset by an
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equal amount of system benefits, the measure will result in higher electric
rates for all customers including non-participating customers. Gauging the
effects on customers’ electric rates is instrumental in determining how a DSM

measure affects all utility customers.

The RIM test also compares the costs and benefits of a DSM measure, but
does so on a system-wide basis. The benefits calculation in the RIM test is
identical to the benefits calculation in the TRC test. However, because the
RIM test accounts for all of the costs and benefits passed on to a utility’s
entire base of customers, it is the only test that represents the effect of a DSM
measure on both a participating customer and a non-participating customer.
As a result of this perspective, the RIM test coupled with the Participant test is
the appropriate method for setting DSM Goals, because it results in the lowest
electric rates and also ensures that no cross-subsidization will occur from
implementing DSM measures and programs.

What is the objective of the preliminary economic screening of individual
DSM measures with the Commission’s DSM cost-effectiveness tests that
is carried out in Step 3 of FPL’s process?

The objective of the economic screening of DSM measures with the
Commission’s cost-effectiveness tests, Participant, TRC and RIM tests, is to
identify all of the measures that are potentially cost-effective (in that their
benefits are higher than their associated costs). These measures that are

potentially cost-effective can be combined into a DSM portfolio(s) that meets
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some or all FPL’s projected resource needs. This portfolio (or portfolios) can
then be compared on an economic basis to the Supply Only Plan established
earlier.

Please provide an overview of how the preliminary economic screening of
individual DSM measures was conducted.

The economic screening process begins when the Technical Potential study is
complete. That study describes all the prospective individual DSM measures
and their associated characteristics, such as life of measure, kW reduction, and
kWh reduction. These measures are then screened to develop two DSM
portfolios: a RIM portfolio that is comprised of all measures that pass the RIM
and Participant cost-effectiveness tests and the years-to-payback screen; and a
TRC portfolio that passes the TRC test, the Participant test and the years-to-
payback screen. Based on the results of these screens, the passing measures
have their maximum incentives determined.

Why does the screening process differ depending on the tests used for
cost-effectiveness?

Typically, the Commission has required the development of both a RIM
portfolio and a TRC portfolio. The paths of the cost-effectiveness screening
diverge depending on if the RIM or the TRC test is used as the primary
determinant of cost-effectiveness. In both cases, there are four overall steps in
the screening process. The details of these steps and how they differ from test

to test are provided below:
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Step 1: For the RIM path, the benefits of the measure are compared to the
unrecovered revenue requirements. For the TRC path, the benefits of
the measure are compared to the participants’ incremental cost.

Step 2: For both the RIM and TRC paths, the benefits of the measure are
compared to the administrative costs being added to the costs already
accounted for in Step 1.

Step 3: For the RIM path only, the incentive payments needed for the
measure to pass the Participant test are now accounted for.

Step 4: For both the RIM and TRC paths, any measures that do not pass the
years-to-payback test for free riders are screened out.

You had mentioned that the final step of this screening process involves

screening for free riders. Why does this screening for free riders occur?

First, the Commission requires evaluation of free riders per Rule 25-17.0021,

F.A.C. Second, screening for free riders ensures that utility incentives will not

be provided to customers who would otherwise engage in a DSM measure

with no incentive at all.

How does a years-to-payback screening test account for free riders?

A years-to-payback screening with a two-year criterion assumes that a

customer would engage in a DSM measure with no additional incentive if the

economic payback for that measure was less than two years. This screening
test recognizes that rational customers will act in their own economic interest
and engage in DSM measures that reduce their energy consumption, if it is

economic to do so even without incentives. This ensures that incentives (and
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their associated impact to the electric rates of both participants and non-
participants) will not be provided unnecessarily.

Has a years-to-payback screen of two years been used historically in
Florida?

Yes, it has been used both by FPL in proposing DSM Goals, and the
Commission in approving DSM goals. There have been five prior DSM goals
proceedings pursuant to Rule 25-17.0021, F.A.C, a rule that requires the

evaluation of free riders.

In each of those prior DSM goals dockets, pursuant to Rule 25-17.0021,
F.A.C., FPL and other utilities have used the two years-to-payback screen to
address free riders. In most, if not all, of those proceedings, the utilities’ use
of the two years-to-payback screen to account for free riders has been

contested.

Most importantly, in each of those five previously contested DSM Goals
proceedings, the Commission has approved goals that were developed using
the two years-to-payback screen, in whole or in part. The Commission has
been presented with alternatives to address free riders, and it has consistently
approved DSM goals that used the two years-to-payback screening tool in
each contested proceeding. This screen is battle-tested over twenty-five years

of DSM hearings, and it should be used again in this proceeding.
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What were the results of the preliminary economic screening?

The results of the economic screening are provided in Exhibit AWW-3. In
summary, out of the 6,560 measures that came out of the Technical Potential
study, 38 passed the RIM and Participant tests and the two years-to-payback
screen path, and 873 measures passed the much less rigorous TRC test, the
Participant test, and the two years-to-payback screen path.

Was it expected that so many more DSM measures survived the TRC
path compared to the RIM path?

Yes. As explained earlier, only the RIM test, in conjunction with the
Participant test, fully captures all of the costs of a DSM measure when applied
to the entirety of FPL’s customers, both participating and non-participating;
whereas the TRC test does not. Because the TRC test does not account for all
costs impacts that are reflected in electric rates for all customers, it should be
expected that more DSM measures survive the incomplete TRC screening
path.

Did FPL perform any additional sensitivity case screening analyses of the
DSM measures?

Yes. Sensitivities were developed for High and Low forecasts of fuel prices,
longer and shorter years-to-payback criteria, and inclusion of compliance
costs for CO,. The results of these sensitivities can be seen in Exhibit AWW-

4 (and the results with CO, are also presented in Exhibit AWW-3).
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How were the various fuel cost sensitivity forecasts and years-to-payback
sensitivity periods developed?

FPL followed its usual practice in regards to the development of the High and
Low fuel cost forecasts. A Medium fuel cost forecast was first developed.
Then FPL adjusted the Medium fuel cost forecast upwards (for the High fuel
cost forecast sensitivity) and downwards (for the Low fuel cost forecast
sensitivity), by multiplying the annual cost values from the Medium fuel cost
forecast by a factor of (1 + the historical volatility in the 12-month forward
price, one year ahead) for the High fuel cost forecast sensitivity, and by a
factor of (1 — the historical volatility of the 12-month forward price, one year

ahead) for the Low fuel cost forecast sensitivity.

In regards to the development of years-to-payback criterion sensitivity values,
FPL added or subtracted one year to or from its base case two years-to-
payback criterion, resulting in three years-to-payback, and one year-to-
payback, sensitivity case criteria. FPL believes that this variation is sufficient
to illustrate the sensitivity of the screening process to differences in the years-
to-payback criterion.

What fuel cost forecast is FPL basing its proposed DSM Goals on and
why?

FPL is basing its 2019 DSM Goals on its Medium fuel forecast that is

presented in Exhibit AWW-5. The Medium fuel forecast represents a logical
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middle ground of fuel scenarios, and is consistent with the methodology used
in all of FPL’s recent filings before the Commission.

Please discuss the CO; compliance cost forecast values in Column (8) of
Exhibit AWW-5.

This forecast is a “composite” CO, cost forecast based on separate CO, cost
forecasts from FPL and Duke Energy Florida (DEF). The creation of a
composite CO, forecast allows DEF, FPL and Orlando Utilities Commission
(OUC) (the only FEECA utilities performing a with CO, sensitivity analysis)
to utilize a single CO, compliance cost forecast in the DSM Goals analyses as
directed in Order No. PSC-2019-0062-PCO-EG. This composite forecast is a
simple average developed by taking the annual CO, compliance cost values
from FPL’s and DEF’s current CO, cost forecasts, summing these two values,
and dividing by two. This created a new set of projected CO; cost values for
each year for use in this docket.

Earlier you stated that at the conclusion of the cost-effectiveness
screening, maximum incentives were calculated for each passing measure
to forward on to the DSM Group. How were these maximum incentives
calculated?

Maximum incentives for measures that pass all four steps were calculated
based on two parameters:

1. How much incentive can be offered and still allow the measure to pass

the RIM and Participant tests?
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2. How much incentive can be offered and still allow the measure to pass

the years-to-payback test?

For the RIM path of cost-effectiveness testing, the smaller of these two
incentives is the maximum incentive that could be offered. For the TRC path
of cost-effectiveness testing, only the years-to-payback criterion was used to

determine the maximum incentive.

For example, assume that a measure passes all four screening steps in the RIM
path. The one-time payment that can be offered for this measure that still
allows a RIM test greater than 1.005 is $1,000. The one-time payment that
can be offered for this measure that still allows it to pass the years-to-payback
test is $500. Based on these two values, the maximum incentive that could be
offered is $500 — offering a $1,000 incentive would cause the measure to fail
the years-to-payback test.

How were these maximum incentives used in the overall DSM analysis?
The two sets (RIM path and TRC path) of passing measures and their
associated maximum incentives are provided to the DSM group and used to
calculate the Achievable Potential associated with the passing measures. FPL

witness Koch describes this process in further detail in his testimony.
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STEP S OF FPL’S PLANNING PROCESS: DEVELOPMENT OF THE

RESOURCE PLANS

Referring back to FPL’s resource planning process, what are the timing
and magnitude of its resource needs in the DSM Goals timeframe (2020-
2029)?

Exhibit AWW-6 details FPL’s resource needs for this timeframe and two
additional years.

Why is it appropriate to develop and use multi-year resource plans in
analyses leading to the setting of DSM Goals?

It is not only appropriate to do this, but also necessary if one is to capture and
accurately compare all of the impacts that competing resource options with
different capacity amounts, terms-of-service, heat rates, types of fuel, MW

and MWh reduction impacts, and costs will have on FPL’s system.

For example, assume we are comparing two Supply options, Option A and
Option B, that both offer the same amount of capacity. Option A has a heat
rate of 7,000 Btu/kWh and is offered to FPL for 15 years. Option B has an
8,000 Btu/kWh heat rate and is offered for 20 years. Evaluating these options
from a resource plan perspective allows one to capture the economic impacts
of both the heat rate and term-of-service differences. The lower heat rate of
Option A allows it to be dispatched more than Option B, thus resulting in

lower system fuel costs than Option B. However, Option B’s longer term-of-
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service means that it defers the need for future generation for a longer period.
Therefore, Option B will avoid new capacity costs for more years than will
Option A. Only by taking a multi-year resource plan approach to the
evaluation can factors such as these for competing Supply options be captured

and effectively compared.

In the case of DSM options, there are similar somewhat contradicting impacts
upon the utility system. For example, the MWh reduction effect of DSM
lowers the amount of energy that must be served, but the MW reduction effect
of DSM is designed to defer/avoid the addition of new generating units that, if
added, may significantly improve the fuel efficiency of the utility system.
Consequently, one aspect of DSM (MWh reduction) can decrease system fuel
usage, but the other aspect of DSM (MW reduction) will avoid the addition of
fuel-efficient new units that would have also lowered system fuel usage if the
DSM options had not been implemented, thus increasing system fuel usage.
Once again, only by taking a multi-year resource plan approach to the
evaluation can these contradicting impacts of DSM upon the utility system be
properly captured and compared.

Using these projected resource needs, what was the Supply Only
Resource Plan developed by FPL?

The Supply Only Plan includes all of the assumptions regarding generation
additions and retirements from FPL’s 2019 planning work and its 2019 Site

Plan, including:
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- The retirement of Martin Units 1 & 2 in 2019;

- The retirement of Manatee Units 1 & 2 by the end of 2021;

- The addition of the Okeechobee Clean Energy Center in 2019;

- The addition of the Dania Beach Clean Energy Center in 2022; and

- The cumulative addition of approximately 8,053 MW (nameplate) of
solar by the end of 2028 which is the last year addressed in the 2019
Site Plan. (FPL is also projecting the addition of another 1,200 MW of
solar in 2029.)

In addition to these assumptions, two 1,886 MW CC units are added. The first

unit goes into service in 2026 and the second unit goes into service in 2030.

What were the Achievable Potential values for DSM and how does this

DSM potential match up with FPL’s projected resource needs?

The results of the Achievable Potential evaluation, which are discussed in

detail in FPL witness Koch’s direct testimony, were used as inputs for the

resource planning process. Exhibit AWW-7 presents the projected total annual

Achievable Potential Summer MW for DSM measures identified under either

the RIM screening path (Column 1) or the TRC screening path (Column 2).

These annual DSM potential Summer MW values are also compared to the

annual resource need projections, if the resource needs are met solely by DSM

options, which are carried over from Column 11 in Exhibit AWW-6 and

presented here in Column 3.
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Please describe the “With DSM” Resource Plans that were developed for
further analyses.

Two resource plans were created based upon the two separate cost-
effectiveness screening paths detailed earlier. A summary of these two plans,
along with a summary of the Supply Only Plan, is presented in Exhibit AWW-
8. The first of these plans is the RIM Resource Plan. This plan is based on the
measures that passed both the RIM and Participant tests, as well as passing the
two years-to-payback screening for free riders. This plan is very similar to the
Supply Only Plan in terms of supply resource options added; however, the

2030 CC unit was deferred to 2031 by the DSM additions.

The other “With DSM” plan, referred to as the TRC Resource Plan, utilizes
measures that passed the TRC test and Participant test for cost-effectiveness
and the two-year payback screening for free riders. This plan shares a similar
pattern of resource additions with the RIM Resource Plan through the 2020-
2029 timeframe, including a 2026 CC unit and deferring a 2030 CC unit to

2031.
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STEP 6 OF FPL’S PLANNING PROCESS: ANALYSES OF THE

RESOURCE PLANS

Please describe how the economic analysis of the Supply Only and “With
DSM” Resource Plans are conducted.

This step begins with first determining system-wide variable costs. The
UPLAN production costing model is used to develop projected annual fuel
costs for the FPL system for each resource plan. Annual non-fuel variable
costs (startup costs and variable O&M) for the new generation additions and
system emissions are also projected using this model. Using the projected
annual emissions, annual environmental compliance costs for the FPL system

are then developed.

Second, fixed costs (capital, fixed O&M, capital replacement, etc.) for the

new generation additions in each resource plan are determined.

Third, annual DSM administrative costs and incentive payments for the

incremental DSM included in each resource plan are quantified.

Fourth, a projection of “other” existing FPL system costs not affected by the

resource plans, but which are accounted for in system electric rate

calculations, was determined. (Examples of these “other” system costs include
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costs for existing generating units, existing transmission and distribution

facilities, existing buildings, staff, etc.)

Fifth, a projection of “other DSM costs” for the Supply Only and “With
DSM” Resource Plans was developed. These “other DSM costs” include costs
not directly tied to any individual DSM measure, but which will be incurred as
part of a DSM portfolio. Examples of such costs include energy surveys and

on-going bill credits to existing load management participants.

Finally, the total annual MWh reductions by which DSM reduces the annual

number of MWh over which FPL recovers its costs are determined.

The above information is then used to calculate a Levelized System Average
Electric Rate for each resource plan. This electric rate metric is used as the
primary economic basis by which the resource plans that include differing
amounts of DSM are evaluated.

How is the Levelized System Average Electric Rate for a resource plan
calculated?

Exhibit AWW-9 presents the calculation of the Levelized System Average
Electric Rate for one of the resource plans, the RIM Resource Plan. The
calculation consists of three basic steps. First, the projected annual revenue
requirements and annual gigawatt-hours (GWh) served are used to calculate a

projected system average electric rate for each year as shown in Column 9.
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Second, each of these projected annual electric rates is converted to a present
value, and these present values are summed in Column 10. Third, an annual
electric rate value is developed in Column 11 that, when held constant in each
year, with these values converted to a present value and summed, has an
identical net present value sum in Column 12 to that of the present value sum
in Column 10. This constant electric rate value is the Levelized System
Average Electric Rate for this resource plan.

What were the results of the economic analysis of the resource plans?

The results of the economic analyses of the resource plans are presented in
Exhibit AWW-10, which provides the projected Levelized System Average
Electric Rate for each resource plan. In addition, Exhibit AWW-10 also states
whether each resource plan will result in one group of customers subsidizing
other groups of customers in regards to the resource plan’s effect on electric
rates. This important consideration is referred to as cross-subsidization

between different groups of customers.

The results clearly point to the RIM Plan being the best option for FPL’s
customers. It provides the lowest Levelized System Average Electric Rate
and ensures that no cross-subsidization between customer groups will occur.
Note that although the Supply Only Plan does not have the lowest electric

rate, it also avoids cross-subsidization.
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Are the differences in the Levelized System Average Electric Rates
between the three resource plans presented in Exhibit AWW-10
meaningful?

Yes. This is demonstrated in Exhibit AWW-11. This exhibit compares the
levelized rates in the RIM-based DSM plan versus the levelized rates in the
TRC-based DSM plan. As shown in the exhibit, the seemingly modest
differential in levelized rates between these two plans equates to a very large
one-time cost of approximately $200 million in year 2029 being added
unnecessarily to the RIM-based DSM plan.

Was a projection made of electric rates and customer bills for the ten-
year Goal-setting period for each resource plan?

Yes. Exhibit AWW-12 provides a comparison of electric rates and customer

bills for the three resource plans.

In comparing the two “With DSM” Resource Plans during 2020-2029, the
RIM Resource Plan is projected to result in the lowest electric rates and
average customer bills in each year. The TRC Resource Plan is projected to
result in the highest electric rates and the highest average customer bills in
each year.

These results are expected. DSM additions typically put upward pressure on
electric rates, and bills, in the years prior to avoiding/deferring a generating
unit. This is typically seen in screening analyses of individual DSM

measures. Also expected is that this near-term impact of placing upward
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pressure on rates and bills is minimized by DSM measures that survived the
RIM screening test path. Conversely, the TRC screening test does not allow
the consideration of two important cost impacts on electric rates and, because
this screening test does not include all relevant DSM-related costs for a DSM
measure, DSM measures that “pass” only the TRC screening test path
typically result in higher electric rates.

Returning to Exhibit AWW-10, this exhibit presents information
regarding whether the resource plans will avoid the potential for cross-
subsidization of program participants by the general body of customers.
Would you please discuss this further?

Yes. When a resource option, Supply or DSM, is selected, it will have an
impact on FPL’s electric rates that are charged to all customers and on the
bills all customers will pay. The basic issue in regards to cross-subsidization is
whether the impact of the resource selection on electric rates and bills will

result in one group of customers subsidizing other customers.

For example, consider the case when FPL evaluates only Supply options.
Because all customers on FPL’s system are served by the Supply option if that
option is chosen, all customers are “participants” in the selected Supply
option. Electric rates and bills for all customers move in the same “direction”;
either up or down from year-to-year compared to another Supply option that
could be selected. Therefore, there is no subsidization of one group of

customers by another group.
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However, the same is not true for DSM options. With DSM options,
customers have a choice to participate or not participate in DSM options for
which they are eligible. Furthermore, customers cannot participate in DSM
options they are ineligible for, or in measures which they may have already
installed. This leads to an additional, and important, consideration of how the
two different groups of customers, participants and non-participants, are
impacted when DSM options are selected. If the utility chooses a DSM option
that places upward pressure on electric rates compared to another DSM
option, the result will be the formation of two groups of customers: one group
of “losers” who do not, or cannot, participate in the first DSM option and who
face higher electric rates and bills, and one group of “winners” who can and
do, participate in the first DSM option and, through reduced usage, reduce
their bills (even though electric rates will have increased due to the first DSM

option being offered by the utility).

This outcome is undesirable because one group of customers (the non-
participants) subsidizes the other group of customers (the participants)
through higher electric rates caused by the imposition of the first DSM option,
i.e., there is a cross-subsidization of one customer group by another.

How would you summarize the economic analyses results?

Two results from the economic analyses are noteworthy. First, the RIM
Resource Plan helps meet FPL’s resource needs through 2030 while providing

the lowest system Levelized System Average Electric Rates over the analysis
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period and the lowest electric rates of either of the “With DSM”-based
Resource Plans for each year in the 2020-2030 time period. Second, the RIM
plan meets FPL’s resource needs while avoiding cross-subsidization of one
customer group by another. The TRC Resource Plan achieves neither of
these. These two factors combine to make the RIM Resource Plan the best
resource plan from an economic perspective.

What different perspectives of the FPL system were considered in the
non-economic analysis?

The non-economic analysis focused on two perspectives that address the years
2020-2030. The first perspective is a direct comparison of projected annual
SO,, NOy, and CO, emissions for the FPL system for each of the resource
plans. The second perspective is a direct comparison of projected annual FPL
system oil and natural gas usage for the resource plans.

Would you please present the results of the non-economic analyses?

Yes. The results of the non-economic analyses are presented in Exhibits
AWW-13 and AWW-14. There is very little difference between the three
resource plans in regards to non-economic factors.

Based on these results, which DSM portfolio should be the basis for
FPL’s DSM Goals?

Based on the economic and non-economic factors discussed previously, the
RIM-based portfolio should be the basis for FPL’s proposed DSM Goals.
Does FPL’s 10% GRM requirement impact FPL’s proposed DSM Goals?

No. The GRM criterion does not impact FPL’s proposed DSM Goals.
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From a resource planning perspective, are FPL’s proposed DSM Goals

reasonable?

Yes. The resource plan associated with FPL’s proposed DSM Goals fulfills

the primary drivers of FPL’s resource planning process:

- The timing and magnitude of resource needs: via a combination of
DSM and supply resources, the RIM Resource Plan ensures that all of
FPL’s resources needs are met throughout the time period of the
analysis and all of FPL’s reliability criteria are satisfied.

- The rate impact to FPL’s customers: as discussed earlier, the RIM
Resource Plan has the lowest Levelized System Average Electric Rate
among the plans evaluated, ensuring that all of FPL’s customers
benefit from the plan and no cross-subsidization occurs between
participants and non-participants of DSM measures.

Is it reasonable and appropriate for FPL’s proposed DSM Goals to be

lower than the current DSM Goals?

Yes because less DSM is cost-effective than was the case in the last DSM

Goals docket. FPL witnesses Sim and Koch discuss this in more detail in

their testimonies.

Does this conclude your direct testimony?

Yes.
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1  BY MR GUYTON
2 Q Dd FPL also file with your prefiled direct

3 testinony Exhibits | abeled AW1 through AW 14?

4 A Yes, they did.

5 Q And did FPL file an errata for AWMA4?

6 A Yes, that's correct.

7 Q And is the information in those exhibits, as

8 corrected by your errata, true and correct to the best

9 of your know edge and belief?

10 A Yes, it is.

11 Q M. Wiitley, would you pl ease sumari ze your
12 direct testinony for the Conmm ssioners?

13 A Yes.

14 Good afternoon. Conm ssioners, FPL's proposed
15 DSM goals follow both the Comm ssion's rules and tried
16 and true resource planning principles.

17 First, FPL followed the DSM goal s rul e which
18 requires utilities to use their |atest planning process
19 to propose goals.

20 Second, FPL foll owed the DSM cost -

21 effectiveness rule and enployed all three Comm ssion

22  approved cost-effectiveness tests to devel op appropri ate
23 goals. M testinony covers four out of the six steps in
24 FPL's overall the analysis of DSM The first of these

25 steps is to determne FPL's resource needs.

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 FPL bases its determnation on its | atest
2 planning process, and utilizes its reliability criteria
3 toidentify the timng and nmagnitude of its resource
4  needs.
5 The second step covered in ny testinony
6 involves FPL's econom c screening of DSM Over 6, 500
7 measures fromthe technical potential study were
8 screened using two separate paths. One using the RIM
9 and Participant test, and the other using the TRC and
10 Participant test. Al applicable and reasonably
11 quantifiable benefits and costs were included in both
12 screening pathways. Consistent with prior Comm ssion
13 practice, a |less than two-year payback screen was
14 applied to address of free-ridership.
15 In the third step analysis of ny testinony
16 three resource plans were devel oped; the plan based on
17 the RI M achi evabl e potential, a plan TRC achi evabl e
18 potential and a supply only plan consisting only of
19  suppl y-si de neasures.
20 And the fourth step of analysis covered in ny
21 testinony, FPL performed econonm ¢ and noneconom C
22 evaluation of these three resource plans.
23 For the econom c eval uation, the plan based on
24 the RIMscreening path had the | owest |evelized system
25 average electric rate. This indicates that the R M pl an
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 wll fulfill all of FPL's reliability criteria with the
2 best rate inpact to FPL's custoners and wll avoid

3 cross-subsidizati on anong custonmer groups.

4 For the noneconom c evaluation, all three of
5 the resource plans anal yzed showed simlar reductions

6 for emssions and fossil fuel usage over the next 10

7 years. After considering both of the factors, the clear
8 w nner was the RI M based resource plan. This plan net
9 all of FPL's reliability criteria, had the best rate

10 i npact to FPL's custoners, avoided cross-subsidization
11 and added approxi mately 350 nmegawatts of sumrer denand
12 reduction over the next 10 years.

13 For these reasons, FPL is basing its proposed

14 goals off the results of the RIMresource plan.

15 Thank you.

16 MR, GQUYTON: Commi ssioners, | would note that
17 M. Wiitley's exhibits have been identified, and
18 the conposite exhibit is Exhibits 6 through 19.

19 CHAI RMVAN GRAHAM  Dul y not ed.

20 MR, GUYTON. W tender M. Wiitley for

21 Cross-exam nati on.

22 CHAl RVAN GRAHAM  Thank you very nuch.

23 M. Wiitley, welcone.

24 THE WTNESS: Good afternoon

25 CHAI RMVAN GRAHAM  (Okay. W are starting with
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 OPC.

2 MR DAVID: No questions for OPC

3 CHAI RVAN GRAHAM  FI PUG

4 EXAM NATI ON

5 BY MR MOYLE:

6 Q Just a coupl e.

7 There was an exhi bit that was handed out

8 previously that related to variability of natural gas

9 forecast. | think the prior witness said that that was
10 a M. Simor a M. Witley question. Do you want to
11  kick it down the road to M. Sinf

12 A | think | amgoing to punt it down a little
13 further, perhaps Dr. Simcan answer that question.

14 Q Yeah. Dr. Simprobably would do the sane to
15 you if he was nunber two in the |ineup.

16 A Yes.

17 Q So anyway. The question | will ask you is

18 that things |ike carbon costs and costs of natural gas,
19 they are significant independent variables in the

20 analysis that you go through with respect to determ ning
21  energy efficiency neasures, correct?

22 A Yes, that's correct.

23 Q Al right. And so to the extent that those
24 change, are a material change, then that would have an
25 inpact on the analysis that you have done, correct?
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1 A Yes, that's correct.
2 MR MOYLE: Ckay. That's all | have.
3 CHAl RMVAN GRAHAM  Okay. | know Ms. Wnn
4 doesn't have any questi ons.
5 EXAM NATI ON
6 BY Ms. CORBARI
7 Q Good afternoon, M. Witley. Just a quick --
8 hopefully quick questions.
9 You were involved in perform ng sone anal yses
10 in both the Ckeechobee and Dani a Beach need
11 det erm nati ons, correct?
12 A Yes, that's correct.
13 Q And both those plants went to the Conm ssion
14  for need determ nations, correct?
15 A Yes, that's correct.
16 Q In both instances, the Conm ssion found there
17 were no demand-si de managenent to offset the need for
18 those facilities, correct?
19 A Yes. | believe in both cases, FPL utilized
20 its current DSM goals, which are the goals that are now
21 expiring at the end of 2019.
22 Q And both plants followed the | ast goals
23  proceedi ng?
24 A Yes, that's correct.
25 M5. CORBARI: No nore questions.
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CHAl RVAN GRAHAM  Ckay.

MR, MARSHALL: Thank you.

EXAM NATI ON

BY MR MARSHALL:

Q M. Witley, if | could direct your attention
to the -- do you have the exhibits?

A Yes.

Q And this will be Exhibit No. 273, the top

line, where it says,

No. 19 fromstaff's first set of

A
Q

Ckay.

You sponsored the answer to this

Interrogatory, is that right?

A
Q
for all
A

Q
A

Q

not the utility,

Yes, that's correct.

And so FPL used a 7.73

three cost-effectiveness tests in the anal ysis?

Yes.
And that including the

Yes, it did.

And you woul d agree that the participant is

rate, is that right?

A

further questions in another

That's correct. And |

Partici pant test usage.

FPL response to staff Interrogatory

and m ght have a different discount

I nterrogatory regardi ng the

SACE.

i nterrogatories?

percent discount rate

Partici pant Cost test?

bel i eve we answer ed
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1 Q If I could direct your attention to the

2 confidential exhibit.

3 MR, MARSHALL: And staff has the copies of the
4 confidential exhibit for those parties that have

5 signed NDAs with Florida Power & Light.

6 MR GUYTON:. May | request that? | did not

7 get a red folder.

8 CHAI RMAN GRAHAM  Staff, do you have an extra
9 red folder for the attorney?

10 MR, GUYTON: Thank you.

11 MS. CORBARI: Chairman Graham FDACS, as a

12 state agency, cannot execute an NDA. | do not need
13 a red folder.

14 CHAl RMVAN GRAHAM kay. | don't really want
15 it either, but --

16 BY MR MNARSHALL:
17 Q And in the red folder is the confidentia

18 response to staff's 9th set of interrogatories No. 947

19 A Yes, that's correct.

20 Q And you sponsored the answer to this

21 interrogatory?

22 A Yes, | did.

23 Q And in this interrogatory answer, you provide

24 the |l ost revenue and basis points for both RIM and TRC

25 achi evabl e potential ?

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 A Yes, for a small subset of the analysis
2 period. Yes.
3 Q And | ost revenue is how much custoners are
4 basically not paying the utility due to the
5 inplenentation of DSM neasures, is that right?
6 A No, | don't think that's quite the correct way
7 to characterize it. It's the unrecovered revenue
8 requirenents that the utility experiences when their net
9 electric load is lower than the forecast. And as DSM
10 lowers that load, that's applied to the DSM neasures
11 that we eval uate.
12 Q So in the DSM program context, | just want to
13 make sure | have this right, |ost revenue, when | ooking
14 at the TRC achi evabl e potential, for exanple, would be
15 the resulting basically loss of sales, is the | ower net
16 energy |load and, thus, the | ess revenue to Florida Power
17 & Light?
18 A Again, it's the lower net energy, the | ow part
19 is correct. And it's -- FPL's fixed costs are then
20 spread out to a smaller nunber, leading to that
21  unrecovered revenue requirenent.
22 Q And basically what makes it unrecovered
23 revenue is that it's not revenue that people are paying
24 to FP&L?
25 A Yes, | think that's a cl ose enough
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1 approximation of what it is. Again, it's dealing with
2 FPL's total fixed costs, and how they are spread over

3 its | oad.

4 Q And if | could direct your attention to the --
5 well, first, staying away fromthe highlighted areas so
6 we are not in confidential territory. |In 2025, under

7 RIM the |ost revenue for, under the RI M achi evabl e
8 potential, is only $31, 898?
9 A Yes, that's correct. As the R M accounts for

10 rate inpact, it tends to reduce |ost revenues.

11 Q And for TRC, on the other hand, that | ost
12 revenue is over $12.5 mllion?
13 A Yes, in 2025, which is only a portion of the

14 analysis period that we | ooked at.

15 Q I f you added up all the lost revenue under the
16 TRC achi evabl e potential, subject to check, you would

17 get approximately $113 nmillion, is that right?

18 A | don't -- subject to check, that could be

19 correct. But, again, through 2029 is only a portion of
20 the analysis period that we | ooked at. W | ooked at

21 this analysis through 2065. So the |ost revenues would

22 also continue through the end of that anal ysis period.

23 MR. MARSHALL: And | don't actually think we
24 marked this as an exhibit, so this would be Exhibit
25 274.
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1 (Wher eupon, Exhibit No. 274 was marked for
2 identification.)

3 BY MR MARSHALL:

4 Q And highlighted in yell ow and, thus,

5 confidential are the equivalent basis points through

6 20257?
7 A Yes, that's correct.
8 Q And all of the basis points highlighted in

9 vyellow are less than 0.002?

10 A | am sorry, could you repeat the nunber again?
11 Q Yes. They are all |ess than 0.002?

12 A Yes, that's correct.

13 Q If | could direct your attention to the next

14  docunent fromthe regular stack, nonconfidential stack.
15 The one that says FPL April 2019 rate of return

16 surveillance report filed June 5th, 2019.

17 MR, MARSHALL: This would be Exhibit 275.
18 CHAl RVAN GRAHAM  June 15th, 2019?

19 MR, MARSHALL: Yes.

20 CHAl RVAN GRAHAM  No. 275.

21 (Wher eupon, Exhibit No. 275 was marked for

22 identification.)
23 BY MR MARSHALL:
24 Q If I could direct your attention to the first

25 page of that exhibit. Florida Power & Light reported
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1 that its return on common equity in the surveillance
2 report was 11. 60 percent?
3 MR, GUYTON: (Object, there is no foundation
4 been laid that this witness is famliar with this
5 exhi bit.
6 BY MR MARSHALL.:
7 Q Are you famliar at all with FPL's
8 surveillance report requirenments?
9 A No, | am not.
10 Q Wuld Dr. Simbe any nore famliar with this
11 than you?
12 A No, | don't think he would either.
13 CHAI RMAN GRAHAM  Ask himif he knows the
14 answer to the question. He can tell you yes or no.
15 MR. MARSHALL: Ckay.
16 BY MR MARSHALL.:
17 Q Wel |, do you have any reason to doubt that the
18 return on common equity was 11.60 percent?
19 A No, seeing as this was reported to the PSC,
20 have no reason to doubt that that's in error.
21 Q Do you know if that's the top of FPL's
22 authorized return on range?
23 A No, | do not. | do not know what the top
24 return on equity is for FPL currently.
25 Q Ckay. | think it's going to be two ahead, do
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1 you see FPL response to staff Interrogatory No. 187

2 MR, MARSHALL: And this would be Exhibit No.
3 276.

4 (Wher eupon, Exhibit No. 276 was marked for

5 identification.)

6 BY MR MARSHALL:

7 Q Did you sponsor the answer to this

8 interrogatory?

9 A Yes, | did.

10 Q And the attachnments contain the cal cul ations

11  for the curul ative revenue requirenments for Florida

12 Power & Light?

13 A Yes, that's one-half of the evaluation -- of
14 the econom c evaluation that we perfornmed for the

15 resource plans in this docket.

16 Q And the cunul ati ve present val ue revenue

17 requirenent represents the total cost that's incurred by
18 the utility?

19 A Yes. It's the total cost over the period of
20 analysis that the utility needs to incur to performits
21  operations.

22 Q If | could direct your attention to the supply

23 only plan graph --

24 A Ckay.
25 Q -- table.
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1 At the bottomof that table is the cumul ative
2 present value revenue requirenent, is that right?
3 Bottomright.
4 A Yes, that's correct.
5 Q And so under the supply only plan, the
6 cunul ative revenue requirenent was $53.27 billion?
7 A Yes, that's correct.
8 Q And directing your attention to the next page.
9 Under the RIMplan, the cunul ative present val ue
10 requirenent was $53.028 billion?
11 A Yes, that's correct.
12 Q And then on the next page, under the TRC pl an,
13 the cunul ative present val ue revenue requirenent was
14  $52.924 billion?
15 A Yes, that's al so correct.
16 Q And that would be $104 million |ess than under
17 the RI M pl an?
18 A Yes, that's correct. Again, that's only
19 one-half of the econom c evaluation that we perforned,
20 but it is $104 million |ess.
21 Q If I could direct your attention to FPL
22 response to Interrogatory No. 17.
23 MR, MARSHALL: And this would be Exhibit 277.
24 (Wher eupon, Exhibit No. 277 was marked for
25 identification.)
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1 BY MR MARSHALL.:
2 Q You supplied the answer to this interrogatory?
3 A Yes, | did.
4 Q And this provides the |evelized system average
5 electric -- excuse ne. This provides a |evelized system
6 average electric rate calculation for the supply only
7 resource plan and the TRC resource plan?
8 A Yes. Attachnment No. 1 is the supply only
9 resource plan. Attachment No. 2 is the sanme information
10 for the TRC resource plan.
11 Q And under the supply only plan, DSM energy
12 reductions are frozen in 2020, is that right?
13 A That's correct, yes.
14 Q And that led to a | evelized system average
15 electric rate of 9.6321 cents per kilowatt hour?
16 A Yes, that's correct.
17 Q And attachnent No. 2 contains the |levelized
18 system average electric rate calculation for the TRC
19 resource plan?
20 A Yes, that's also -- yes.
21 Q And that |evelized system average el ectric
22 rate was calculated to be 9.6332 cents per kil owatt
23 hour?
24 Yes, that nunmber is correct.
25 Q And that would be 0.0001 cents per kil owatt
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1  hour greater than the supply only plan?
2 A | amsorry, could you repeat that nunber
3 again?
4 Q Sure. Well -- right, I think ny math was
5 slightly off there, but what would the difference be
6 between those two plans?
7 A It would be a difference of approximately
8 .0011 cents per kilowatt hour between the two plans.
9 Q And that matches what | --
10 Ckay.
11 Q -- ny on-the-spot math here.
12 And if | could direct your attention to FPL
13 response to staff Interrogatory No. 27 fromstaff's
14 first set of interrogatories.
15 MR, MARSHALL: And this would be Exhibit 278.
16 (Wher eupon, Exhibit No. 278 was marked for
17 identification.)
18 BY MR MARSHALL:
19 Q And you sponsored the answer to this
20 interrogatory?
21 A Yes, | did.
22 Q And this contains the net energy for |oad
23 under the RIM achievable potential and the TRC
24  achi evabl e potential ?
25 A Yes, that's part of it. It also includes the
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1 megawatt val ues, the peak sumer demand and w nter

2 demand values for both of these -- both of those two

3 resource plans, as well as the information for the

4 supply only plan and the 2019 10-year site plan.

5 Q And so | ooking at 2029, the net energy for

6 | oad under the RI M achievable potential, is 128, 907

7 gigawatt hours?

8 A Yes, that's correct.

9 Q And while -- for the TRC achi evabl e potenti al,

10 it is 128,713 gigawatt hours?

11 A Yes.

12 Q And that's a difference of 194 gigawatt hours?
13 A Yes, the math appears to check out.

14 Q And do you have your testinony in front of

15  you?

16 A | do.

17 Q If I could direct your attention to Exhibit

18 AWM 9?

19 A Ckay, | amthere.

20 Q This is the exanple of levelized system

21 average electric rate calculation for the RIMresource
22 plan, is that right?

23 A Yes, that's correct.

24 Q Ckay. And in 2029, the systemrevenue

25 requirements under the RIMresource plan are $12. 326
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1 billion.

2 A Yes, that's correct.

3 Q And -- sorry -- and | ooking back at the TRC
4 resource plan on Exhibit 277, the systemrevenue

5 requirenents are $12.325 billion, is that right?

6 A Yes, that's correct. For that one year, that
7  nunber is |ower.

8 Q And so the revenue requi renment under the TRC
9 plan in 2029 would be [ ower than the RIMplan in 2029
10 for Florida Power & Light?

11 A Yes, that's correct. For that one particul ar
12 year, that is lower. And that's, again, only part of
13 the equation here, as you can see by the other columms
14 indicated on all these exhibits.

15 Q Under the TRC resource plan, net energy |oad
16 is less than under the RIRMplan, is that right?

17 A Yes, that's correct.

18 Q And if total usage for net energy |oad went
19 down under the TRC plan, that neans that average usage
20 per customer would go down?

21 A Not necessarily. W don't know exactly what
22 the average customer is going be to using. And, in

23 fact, we don't really have an average custoner because
24 there is so many different custonmer classes, customner

25 participation levels, so we don't have any idea what the
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1 average custonmer will do in a difference between a RIM
2 resource plan and a TRC resource pl an.
3 Q And if you have the sanme nunber of custoners,
4 and one has a |l ower net energy for load, how could it be
5 that if -- under the one that has the | ower net energy
6 for load, that average use could be higher?
7 A | didn't indicate that the average use would
8 be higher. | just indicated that we don't know
9 exactly -- we don't have an average custoner. W have
10 many different types of custoners, many different types
11 of participation levels in DSM and because of that, we
12 can't define an average custoner or average custoner
13  usage.
14 Q But -- sure. But if you just took the -- al
15 of FPL's custoners together, and if there was a | ower
16 net energy for load fromall the custoners, then
17 wouldn't -- and they were the sane nunber of custoners,
18 wouldn't, by definition, the total average use for
19 customer have to be | ower?
20 MR, GUYTON:. (bj ection, asked and answered.
21 CHAI RVAN GRAHAM | agree, nove on.
22 BY MR MARSHALL.:
23 Q M. Witley, you don't know, between the RIM
24 and the TRC plan, which one would have a | ower average
25 Dbill once adjusting for the average kil owatt hour usage?
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1 A No. Again, | would point back to nmy previous
2 answer that we can't cone up wth an average custoner or
3 an average bill that represents all our different

4 custoners and their different characteristics.

5 Q And so the answer would be you don't know the

6 answer to that?

7 A That's correct. | wouldn't be able to answer
8 t hat .
9 Q And you, yourself, did not conduct any

10 enpirical studies of the two-year payback screen?

11 A No. | just applied the two-year payback

12 screen as part of our screening analysis, our economnic
13 screening analysis. So | did not conduct any enpirical
14  evaluation of that screen.

15 Q And you are not aware of any kind of enpirical
16 testing like that?

17 A No. | think the only person who woul d be

18 aware of any of that would have been M. Koch.

19 Q If I could direct your attention to your

20 Exhibit AWM7 of your testinony.

21 A Ckay.

22 Q And in this exhibit, you are doing a

23 conparison of the achievable potential under RIMand TRC
24 with Florida Power & Light's projected sunmer resource

25 needs?
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1 Yes, that's correct.

2 Q Ckay. And FPL projects a resource need in

3 2026, is that right?

4 A Yes, that's correct.

5 Q And the TRC path is five negawatts short of

6 neeting that projected need?

7 A Yes, it is. If you subtract colum three and

8 colum two, you wind up with a five negawatt

9 differential.

10 Q And if that need had been met, it could have
11 deferred that power plant for another year?

12 A Yes, if it could have been net in a

13 cost-effective manner, in which that plan was -- had a
14 | ower l|levelized electric rate than before, then it could
15 Dbe deferred that year.

16 Q And there is value in deferring a power plant
17 for a year?

18 A There can be. |t depends on the type of unit,
19  but when you defer a power plant, you nove its install
20 costs back a year, but you will also have a fuel penalty
21 if that unit is increasing your systemefficiency.

22 But there can, if you net out those

23 differentials, depending on the characteristics of the
24  unit, you can get a benefit to deferring the unit for a
25 year.
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1 MR, MARSHALL: Thank you. | have no further

2 guesti ons.

3 CHAI RVAN GRAHAM  Ckay. Staff.

4 M5. DUVAL: Staff has no questions. Thank

5 you.

6 CHAI RMVAN GRAHAM  Conmmi ssi oners.

7 kay. Redirect? On, sorry, Conm ssioner

8 Pol mann.

9 COW SSI ONER POLMANN:  Thank you, M.

10 Chai r man.

11 To follow up on the |line of questioning that
12 you just heard, can you explain for ne the neaning
13 of the term achi evabl e potential as used in the DSM
14 goal setting?

15 THE W TNESS: Sure. Achievable potential is
16 after we've conducted the econom c screeni ng and

17 have a nunber of neasures that pass the particul ar
18 econom c screening path, | send a |ist of those

19 neasures to M. Koch, and he generates the

20 achi evabl e potential that is avail able.

21 In the case of ny testinony, | use the

22 achi evabl e potential summer nmegawatts as our

23 resource needs are driven by our sumrer reliability
24 requi renments, and so those are the inportant val ues
25 that | would use in there.
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1 | think -- | don't know if that fully answers
2 your question. | know M. Koch could probably
3 provide a nore in-depth explanation of achievable
4 potential for you.
5 COMM SSI ONER POLMANN: Wl I, in the response
6 to the interrogatory here that you sponsored, there
7 I s achi evabl e potential shown in gigawatt hours,
8 but I am-- | amtrying to understand achievabl e
9 potential as numeric value that's a goal, that's
10 not necessarily what's actually acconplished. Am|
11 understanding that correctly? |It's a nunber that
12 coul d be achi eved through programmatic efforts?
13 THE WTNESS: | think it's a nunber that could
14 be realistically achieved given the cost-
15 ef fectiveness |l evels of DSM and how nmuch incentive
16 autility is able to offer.
17 COMM SSI ONER POLMANN:  And is there a known
18 rel ati onship between what's actually achi eved t hat
19 you -- | mean, howis -- what's the followup? Is
20 there experience that will indicate this is the
21 achi evabl e potential, and then you devel op a
22 program and you actually expect --
23 THE WTNESS: | think --
24 COW SSI ONER PCLMANN:  -- or do you expect to
25 achieve all of it | guess is ny question?
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1 THE WTNESS: Okay. | think M. Koch could

2 probably answer this in -- with better accuracy

3 than | could. He is responsible for the achievable
4 potential, developing it. And he is also, as part
5 of the DSM group, is responsible for eval uating our
6 goals as we go forward in tine.

7 COMM SSI ONER POLMANN:  Okay. But | think, if
8 | understand what you are saying, achievable

9 potential is the calculation?

10 THE W TNESS:  Yes.

11 COW SSI ONER POLMANN:  It's not -- it's not a
12 result that you neasure fromthe field, per se?

13 THE WTNESS: No. |It's a nunber that M. Koch
14 cal cul ates based on inputs that | provide to him
15 and based on inputs that he has available to him
16 COW SSI ONER POLMANN:  Ckay. Thank you.

17 That's all | have, M. Chairman.

18 MR GUYTON: Conmi ssioner, M. Koch wll be
19 back for rebuttal and can field that question.

20 COMM SSI ONER POLMANN:  Thank you.

21 CHAI RMAN GRAHAM  (kay. Redirect?

22 FURTHER EXAM NATI ON

23 BY MR CGUYTON:
24 Q M. Witley, you were asked about cunul ative

25 present value revenue requirenents. And in your
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1 response, you said that that was only half the answer,

2 or half the proper analysis. Wuld you el aborate to the

3  Conm ssion what you neant?

4 A Yes. \Wen we eval uate resource options, we

5 always do so on a electric rate basis. So in -- for

6 exanple, two resource plans we are eval uating two

7  supply-side options, we can use CPVRR as a proxy for

8 electric rate cal cul ations.

9 In a DSM goal s anal ysis, where we are

10 evaluating separate resource plans with differing | evels
11 of DSM and, therefore, differing levels of net electric
12 | oad, we need to -- CPVRR would only provide, like I

13 said, half of the equation in terns of rate inpact. So
14 that's why, in ny exhibits, | perforned these |evelized
15 rate cal cul ati ons because they factor in both the effect
16 of the cunul ative present val ue revenue requirenents as
17  well as the inpact of rates fromdiffering |levels of net
18 electric |oad.

19 Q And of the two DSM portfolios, R Mand TRC,

20 which has the higher |evelized system average rate?

21 A | show in Exhibit AWM10, the conparison of

22 all three resource plans, the TRC plan has the highest
23 levelized electric rate.

24 MR, GUYTON: That's all the redirect we have.
25 CHAl RVAN GRAHAM  (Okay. Exhibits.
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1 MR, GUYTON. W nove Exhibits 6 through 19.
2 CHAl RVAN GRAHAM  Exhi bits 6 through 19, is
3 there any objections to noving Exhibits 6 through
4 19? Seeing none, we will enter that into the
5 record.
6 (Wher eupon, Exhibit Nos. 6-19 were received
7 into evidence.)
8 CHAl RVAN GRAHAM  SACE?
9 MR, MARSHALL: W nove Exhibits 273 through
10 278.
11 CHAI RMAN GRAHAM  Exhi bits 273 to 278, any
12 objections to noving these into the record?
13 MR, GUYTON: | amsorry, was 278 the one that
14 was deferred or -- to another w tness?
15 MR, MARSHALL: No, that was 272.
16 CHAI RVAN GRAHAM  272.
17 MR, GQUYTON:. Okay. Thank you.
18 CHAl RMAN GRAHAM  So we are just noving 273
19 through 78. Seeing no objections, we will enter
20 those all into the record.
21 (Wher eupon, Exhibit Nos. 273-278 were received
22 into evidence.)
23 CHAI RMVAN GRAHAM  Ckay. M. Witley, thank
24 you very much. We will see you again soon, | am
25 sure.
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1 MR COX: FPL calls its next w tness,

2 Dr. Steven Sim

3  \Wer eupon,

4 DR STEVEN SI M

5 was called as a wtness, having been previously duly

6 sworn to speak the truth, the whole truth, and nothing
7 but the truth, was exam ned and testified as follows:
8 EXAM NATI ON

9 BY MR C WR GHT:

10 Q Good afternoon, Dr. Sim have you been sworn?
11 A Yes.
12 Q WIl you please state your nanme and busi ness

13 address for the record?

14 A Steven Sim 700 Universe Boul evard, Juno

15  Beach, Florida.

16 Q By whom are you enpl oyed, and in what

17  capacity?

18 A | am enpl oyed by Florida Power & Light Conpany
19 as Director of Integrated Resource Pl anning.

20 Q Have you prepared and caused to be filed 40

21 pages of direct testinony in this proceedi ng?

22 A Yes.

23 Q Do you have any corrections or changes to your
24 prefiled direct testinony?

25 A No.
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1 Q If | asked you the questions contained in your
2 direct testinony, would your answers be the sane?

3 A Yes.

4 MR C. WRIGHT: Chairman, | would ask that Dr.
5 Sims prefiled direct testinony be entered into the
6 record as though read.

7 CHAl RMAN GRAHAM We will enter Dr. Sims

8 prefiled direct testinony into the record as though
9 read.

10 MR, C. WRIGHT: Thank you.

11 (Whereupon, prefiled testinony was inserted.)
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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I. INTRODUCTION

Please state your name and business address.

My name is Steven R. Sim, and my business address is 700 Universe
Boulevard, Juno Beach, Florida 33408.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (FPL) as Director of
Integrated Resource Planning.

Please describe your duties and responsibilities for FPL in that position.

I direct and perform analyses that are designed to determine the magnitude
and timing of FPL’s resource needs and then develop the integrated resource
plan with which FPL will meet those resource needs. 1 also direct and
perform analyses that are designed to otherwise improve system economics
and/or enhance system reliability for FPL’s customers.

Please describe your educational background and professional
experience.

I graduated from the University of Miami (Florida) with a Bachelor’s degree
in Mathematics in 1973. I subsequently earned a Master’s degree in
Mathematics from the University of Miami (Florida) in 1975 and a Doctorate
in Environmental Science and Engineering from the University of California

at Los Angeles (UCLA) in 1979.

While completing my degree program at UCLA, I was also employed full-

time as a Research Associate at the Florida Solar Energy Center during 1977 -

3
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1979. My responsibilities at the Florida Solar Energy Center included an
evaluation of Florida consumers’ experiences with solar water heaters and an
analysis of potential renewable energy resources applicable in the
Southeastern United States, including photovoltaics, biomass, and wind

power.

In 1979, 1 joined FPL. From 1979 until 1991, I worked in various
departments including Marketing, Energy Management Research, and Load
Management, where my responsibilities concerned the development,
monitoring, and cost-effectiveness analyses of demand side management
(DSM) programs. In 1991, I joined my current department, then named the
System Planning Department, where I held different supervisory and/or
managerial positions dealing with integrated resource planning (IRP). I
assumed my present position in 2017.

Have you previously testified on resource planning and/or DSM issues
before the Florida Public Service Commission?

Yes. I have testified before the Florida Public Service Commission (FPSC) in
numerous dockets. These dockets have dealt with a variety of issues such as
system reliability and economic analyses of many types of resource options.
Among the subjects addressed in those dockets are: (i) DSM goal-setting, (i1)
need determination filings for new combined cycle (CC) units, advanced coal
units, and nuclear units, (iii) nuclear feasibility analyses, and (iv) economics

of solar and battery storage on FPL’s system. In regard to DSM goal-setting, I
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have provided testimony in all five of the previous FPSC DSM goal-setting

dockets starting in 1994.

Are you sponsoring any exhibits in this case?

Yes. I am sponsoring Exhibits SRS-1 through SRS-5 which are attached to

my testimony:

Exhibit SRS-1

Exhibit SRS-2

Exhibit SRS-3

Exhibit SRS-4

Exhibit SRS-5

A Comparison of 2009, 2014, and 2019 Natural Gas
Cost Forecasts for the Years 2020 - 2029;

A Comparison of 2009, 2014, and 2019 CO;
Compliance Cost Forecasts for the Years 2020 -
2029;

A Comparison of 2009, 2014, and 2019 System
Average Heat Rates for FPL’s Gas-Fueled Generation
Fleet;

A Comparison of FPL’s 2009, 2014, and 2019 In-
Service Year Capital Costs for the Avoided CC Unit;
and,

A Comparison of a Benefits Only Calculation for a
Proxy DSM Measure Using System Cost Values from

the 2014 and 2019 DSM Goals Dockets

What is the scope of your testimony?

My testimony is designed to support the testimonies of the other two FPL

witnesses by explaining why it is both logical and appropriate for FPL’s

proposed DSM Goals to be lower than the goals set by the FPSC in the last
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DSM Goals docket in 2014. Specially, I discuss the “benefits” side of benefit-
to-cost (or cost-effectiveness) analyses of DSM measures that is a major topic
in this docket and explain why the potential benefits of DSM measures,
particularly on FPL’s system, have decreased so significantly.

Please summarize your testimony.

My testimony points out that DSM benefits are simply FPL system costs that
are potentially avoided (or deferred) by DSM. I examine the eight primary
“drivers” of FPL’s system variable and fixed costs that are potentially
avoidable by DSM. In this examination, I compare the current forecasted
values for each driver with the forecasted values from the most recent DSM
Goals dockets (2009 and 2014). The result of the examination is that seven of
the eight drivers have been moving, and are continuing to move, in the

direction of lower system costs for FPL.

This trend of overall lower FPL system costs is very beneficial for FPL’s
customers because it results in helping to keep electric rates low. However,
lower system costs automatically reduce DSM’s potential benefits from
avoiding those same costs. Consequently, the cost-effectiveness of DSM on
FPL’s system, which has generally been trending lower for a number of years,
is continuing to trend lower. I demonstrate the magnitude of the decrease in
DSM benefits by calculating a benefits-only analysis of a DSM proxy
measure first using the then-current FPL system cost values from the 2014

DSM Goals docket, then using the current 2019 system cost values. The
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result is that projected DSM benefits have decreased more than 33% in the

five-year period since DSM Goals were last set by the FPSC in 2014.

As a result, it is both logical and appropriate that the DSM Goals that FPL is
proposing in this docket are relatively low. However, FPL’s customers will
still be receiving significant amounts of energy efficiency. As discussed in
my testimony, two of the drivers that are lowering FPL’s system costs are: (i)
increased energy (MWh) reductions from Florida Building Code and federal
equipment manufacturing standards (collectively, Codes and Standards), and
(i) increased peak load (MW) reductions from these same Codes and
Standards. The forecasted amount of energy efficiency to be delivered to
FPL’s customers from these Codes and Standards by the year 2029 (the last
year in the ten-year time period addressed in this docket) is now much greater

than was the case in either the 2009 or 2014 DSM Goals dockets.

THE DRIVERS OF POTENTIAL BENEFITS OF DSM ON FPL’S

SYSTEM

Please discuss in general terms how DSM measures and programs can
potentially benefit a utility system.

DSM measures and programs (DSM) can potentially benefit a utility system
in two basic ways. First, DSM’s kWh reductions can potentially lower the

utility system’s variable costs by lowering the amount of energy (MWh) that
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the utility must serve throughout the year, thus lowering the costs of supplying
those MWh. Second, DSM’s peak hour kW reductions can potentially lower
the utility system’s fixed costs by lowering the capacity (MW), and the cost of
that capacity, needed by the utility to ensure reliability at its Summer peak
hour, its Winter peak hour, and throughout the remainder of the year.
Therefore, both DSM’s kWh reductions and kW reductions can potentially
contribute to DSM cost-effectiveness by avoiding (or deferring) variable
and/or fixed system costs. These system costs that could potentially be
avoided by DSM represent the potential benefits of DSM.

In regard to the benefits calculations for the Rate Impact Measure (RIM)
and Total Resource Cost (TRC) preliminary cost-effectiveness screening
tests, do both tests account for DSM benefits in regard to potentially
avoidable variable and fixed system costs in the same way?

Yes. Although the RIM and TRC tests differ in what cost impacts are
accounted for in the calculation as discussed by FPL witness Andrew W.
Whitley, the two tests use identical calculations for the benefits side of the
benefit-to-cost preliminary screening calculation. Thus, the points discussed
in the remainder of my testimony regarding the benefits side of DSM cost-
effectiveness apply equally to both the RIM and TRC screening tests.

Are there certain factors that “drive” FPL’s system costs that DSM could
potentially avoid?

Yes. For FPL’s system, there are eight primary drivers of system costs that

DSM could potentially avoid. There are four drivers of system variable costs
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and another four drivers of system fixed costs. I will discuss each of these
drivers and examine the trends of these costs, beginning in the next section of

my testimony.

In the examination of these trends, several different perspectives will be used
that are appropriate for the specific driver being discussed. For example, one
perspective that will be used for several of these drivers is to compare current
(2019) forecasted costs for the years 2020 and 2029, the “bookend” first and
last years for which DSM Goals are to be set in this docket, with forecasts
FPL used in the two most recent DSM Goals dockets: the 2009 and 2014
DSM Goals dockets.

Are the 2019 forecasts you will discuss in your testimony the same
forecasts that FPL is using in this docket and in other aspects of FPL’s
2019 resource planning work?

Yes. The 2019 forecasts for fuel cost, environmental compliance costs, and
load that I discuss are the same forecasts that FPL is using in all of its 2019
resource planning work. FPL has also used these same forecasts in the
analyses that support various recent FPSC filings, including those for: the
2019 Ten-Year Site Plan (Site Plan), 2019 Standard Offer Contract, 2020
Solar Base Rate Adjustment (SoBRA), 2020/2021 SolarTogether, and this

2019 DSM Goals docket.
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III. TRENDS IN FPL SYSTEM VARIABLE COSTS

What are the most important types of variable costs that could potentially
be avoided by DSM?

Two types of costs comprise the vast majority of the variable system costs that
are accounted for in FPL’s resource planning work. These are: (1) system fuel
costs and (2) system environmental compliance costs.

What are the most important drivers in FPL’s projection of these two
types of system variable costs?

The four main drivers are: (i) fuel cost forecasts, (ii) environmental
compliance cost forecasts, (iii) the efficiency with which fuel is converted into
electricity by FPL’s generating units, and (iv) the forecasted growth in the
utility’s energy (MWh) sales projected as net energy for load (NEL). I will
discuss each of these drivers and the directional impact each has on potential
DSM benefits in regard to kWh reductions lowering FPL system variable
costs.

Please discuss how FPL’s forecasts of natural gas cost from the two most
recent DSM Goals dockets compare with FPL’s current forecast.

In this discussion, I will use the forecasted weighted-average cost ($/mmBTU)
values for Florida Gas Transmission (FGT) from FPL’s forecasts in 2009,
2014, and 2019. I will look first at the forecasted values for 2020 (the first

year for which DSM Goals are to be set in this docket).

10
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FPL’s natural gas forecast from the 2009 DSM Goals docket for the year 2020
was $13.31. In the 2014 DSM Goals docket, the gas cost forecast for 2020
had dropped to $6.31, a decrease of more than 50%. The current gas forecast
for 2020 is $2.74, a further decrease of more than 50% from 2014 to the
present. Over the ten-year period of 2009 to 2019, the forecasted cost of
natural gas for the year 2020 has decreased by almost 80%. A comparison of

these forecasted cost values is presented graphically in Figure 1 below.

Forecasted Natural Gas Costs ($/mmBTU) for the Year 2020

from 2009, 2014, and 2019 Fuel Cost Forecasts
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Figure 1

A very similar picture emerges when comparing these gas forecasts for the
year 2029 (the last year for which DSM Goals are to be set in this docket).

The 2009 DSM Goals docket used a forecasted cost for the year 2029 of
11
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$15.87. By the time of the 2014 DSM Goals docket, the gas cost forecast for
2029 had dropped to $8.99, a decrease of more than 40% in forecasted natural
gas costs from 2009 to 2014. The current gas forecast for 2029 is $4.54, a
further decrease of approximately 50% from 2014 to the present. Over the
ten-year period of 2009 to 2019, the forecasted cost of natural gas for the year
2029 has decreased by more than 70%. A comparison of these forecasted cost

values is presented graphically in Figure 2 below.

Forecasted Natural Gas Costs ($/mmBTU) for the Year 2029

from 2009, 2014, and 2019 Fuel Cost Forecasts
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Figure 2

A comparison of the 2009, 2014, and 2019 forecasted values for each year in

the 2020 — 2029 time period is presented in Exhibit SRS-1.
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Thus, there has been a steady, and continuing, decrease in the forecasted cost
of natural gas when examining the forecasts from the two most recent DSM
Goals dockets and the forecast for the current docket. This is especially
meaningful in regard to FPL because natural gas is the fuel that FPL burns on
its margin (i.e., it is the fuel that FPL burns for the last kWh it serves and for
the kWh that DSM would potentially reduce) on FPL’s system for virtually all

annual hours.

This reduction in natural gas costs is very beneficial for FPL’s customers.
However, it also significantly reduces the potential fuel savings benefit from
DSM. Consequently, this examination of the first of the eight drivers that will
be examined shows that the trend in this cost results in decreased cost-
effectiveness for DSM kWh reductions.

The second driver of system variable costs that you listed is
environmental compliance costs. Please discuss how the forecasts of
environmental compliance costs from the two most recent DSM Goals
dockets compare with FPL’s current forecast.

In its resource planning work, FPL utilizes environmental compliance cost
forecasts for carbon dioxide (CO;) that it receives annually from an
independent consultant, ICF International. FPL has utilized ICF’s CO;

compliance cost forecasts in its resource planning work, and in all of its
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resource planning-related FPSC filings since 2007." During this time period,
the FPSC has consistently relied upon the use of ICF’s CO, compliance cost

forecasts in FPL analyses.

In the 2009 DSM Goals docket, the forecasted CO, compliance cost ($/ton)
for the year 2020 was $26.85. However, by the 2014 DSM Goals docket, the
forecasted compliance cost value for 2020 had dropped to $0. The current
forecasted compliance cost value for 2020 remains at $0. So for the year
2020, the forecasted compliance costs have decreased by 100% (i.e., they
have disappeared). These forecasted compliance cost values for the year 2020

are presented graphically in Figure 3.

Forecasted CO, Compliance Costs ($/ton) for the Year 2020

from 2009, 2014, and 2019 Compliance Cost Forecasts
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2009 Forecast 2014 Forecast 2019 Forecast

Figure 3

' Note as required by FPSC Order No. 2019-0062-PCO-EG, FPL and Duke Energy Florida have
developed a single composite forecast of CO, compliance costs for use in this docket. This was also
done for the 2014 DSM Goals docket. My discussion refers to the FPL component of that composite

forecast.
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A similar picture emerges when comparing the forecasted compliance cost
values for the year 2029. The 2009 forecast projected a compliance cost for
2029 of $61.76. By 2014, the forecasted value for 2029 had dropped
significantly to $18.75. The current forecasted value for 2029 has further
decreased to $2.19. When comparing the 2009 and 2014 values for the year
2029, the forecasted compliance cost decreased by 70%. Then by 2019, the
forecasted compliance cost value for 2029 decreased again by almost 90%.
Over the ten-year period, the forecasted compliance cost value for the year
2029 decreased by 96%. These forecasted compliance cost values for the year

2029 are presented graphically in Figure 4.

Forecasted CO, Compliance Costs ($/ton) for the Year 2029

from 2009, 2014, and 2019 Compliance Cost Forecasts
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Figure 4
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A comparison of the 2009, 2014, and 2019 forecasted compliance cost values

for each year in the 2020 — 2029 time period is presented in Exhibit SRS-2.

Therefore, similar to forecasted gas costs, there has been a steady and
continuing decrease in projected CO, compliance costs. This reduction in
compliance costs is also very beneficial for FPL’s customers. However, it
also significantly reduces the potential compliance cost savings benefit from
DSM kWh reduction. Consequently, this examination of the second of the
eight drivers shows that the trend in this cost also results in decreased cost-
effectiveness for DSM kWh reductions.

The third driver you listed was the efficiency with which a utility system
utilizes fuel to generate electricity. Please discuss.

All else equal, the more efficient a utility system is in converting fuel into
electricity, the lower the utility system fuel costs and system emissions will be
because less fuel is needed, and fewer emissions are produced, to produce a
kWh of electricity. Whereas the trend of steadily declining natural gas and/or
CO; compliance costs are factors that affect most, if not all, electric utilities,
the fuel efficiency of a utility’s generation system is very specific to the

individual utility.

The efficiency at which FPL’s fleet of gas-fueled” generating units (fleet)

turns fuel into electricity, as measured by system average heat rates

2 Some of FPL’s gas-fueled generation units may occasionally burn a small amount of oil in certain
circumstances when electrical demand is very high.
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(BTU/kWh), has significantly improved and continues to improve. This has
been accomplished through a number of proactive steps FPL has taken since
at least 2001. One of these steps is to retire older, less fuel-efficient
generating units and replace them with cost-effective modern generation

technology with much improved fuel efficiency.

In 2001, the system average heat rate for FPL’s gas-fueled fleet was 9,635
BTU/kWh. By the time of the 2009 DSM Goals docket, this heat rate for the

FPL fleet had decreased to 8,032 BTU/kWh. The efficiency gains continued
and, by the time of the 2014 DSM Goals docket, the heat rate had decreased to
7,376 BTU/kWh. Today, the projected heat rate for the FPL fleet is 6,869
BTU/kWh. The 2009, 2014, and 2019 values are presented graphically in

Figure 5 and the derivation of these values is presented in Exhibit SRS-3.

FPL Gas-Fueled Generation Fleet Average Heat Rates

(BTU/kWh) for 2009, 2014, and 2019
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Figure 5
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In the ten-year period from 2009 to the present, FPL’s fleet has further
improved the efficiency with which it burns natural gas by approximately
15%. This improvement in fuel efficiency in such a relatively short time is
truly significant, especially when one considers the approximate 20,000 MW

size of FPL’s gas-fueled fleet.

Thus, FPL’s system is not only using natural gas that costs much less, and
facing much lower CO, compliance costs, than when prior DSM Goals were
set, FPL’s system is also burning less gas per each kWh it produces for its
customers. Consequently, the fuel cost and compliance cost savings benefit
that a DSM kWh reduction could potentially offer have been further reduced
by the fuel efficiency improvements of FPL’s fleet. This is again very
beneficial for FPL’s customers. However, it further reduces the potential
benefits from DSM kWh reduction. As a result, the trend in this third of the
eight drivers also results in decreased cost-effectiveness for DSM kWh
reductions.

The fourth driver of system variable costs that you listed was a utility’s
projected growth in NEL (MWh). Is there a factor that affects FPL’s
forecasted NEL that is especially important in this particular docket?
Yes. That factor is the steadily growing impact of Codes and Standards on the
amount of energy a utility will need to produce to serve its customers. For a
number of years, FPL has included in its annual Site Plan filings a projection

of the impact of Codes and Standards on FPL’s forecasted NEL (MWh) and
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peak load (MW). FPL also presented its then-current projection of the impact

of these Codes and Standards in its 2014 DSM Goals filing.

A comparison of the 2009, 2014, and 2019 projected impacts of these
Codes and Standards on FPL’s forecasted NEL for the last year (2029) of the
ten-year goals-setting period in this docket shows how the projected impact of
the Codes and Standards has significantly increased. The comparison is based

on forecasted impacts from the 2005 inception of these Codes and Standards.

In 2009, FPL projected that the amount of energy that would be reduced by
Codes and Standards for the year 2029 was 9,359,212 MWh. In 2014, that
projection increased to 10,645,000 MWh, which represents an approximately
14% increase in the amount of energy projected to be decreased by Codes and

Standards.

FPL’s current projection of the impact on NEL in the year 2029 by Codes and
Standards has again increased to 12,049,520 MWh. This represents an
additional increase of approximately 13% in the amount of energy projected
to be decreased by Codes and Standards. Over the ten-year period from 2009
to 2019, the projected reduction of FPL NEL for the year 2029 has increased

by almost 29%.
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The forecasted reductions in NEL due to Codes and Standards for the year
2029 from the 2009, 2014, and 2019 forecasts are presented graphically in

Figure 6.

Forecasted NEL (MWh) Reduction from Codes and Standards for the

Year 2029 from 2009, 2014, and 2019 Forecasts
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Figure 6
This graph shows that not only has the forecasted MWh reduction impact of
the Codes and Standards been significant in each of the 2009, 2014, and 2019
DSM Goals dockets, but also that the latest forecast shows a significantly

larger MWh reduction impact than did the previous forecasts.

20



10

11

12

13

14

15

16

17

18

19

20

21

22

23

227

What are the implications of this forecasted increased MWh reduction
impact of Codes and Standards?

There are several implications. First, FPL’s NEL forecasts account for the
projected impacts of these Codes and Standards, and, consequently, the NEL

forecasts have been lower than they otherwise would have been.

Second, because FPL will be serving fewer MWh annually due to these
Codes and Standards, there is less opportunity for DSM kWh reductions from
utility DSM to be applied to FPL’s system. This further lowers the potential
benefits of kWh reductions from utility DSM. Consequently, the trend in this
fourth of the eight drivers also results in decreased cost-effectiveness for DSM

kWh reductions.

Third, the Codes and Standards have removed potential energy reduction
opportunities that otherwise might have been addressed by utility DSM
programs. This results in lower Economic Potential and Achievable Potential
values for utility DSM programs (which are addressed in the testimonies of

FPL witnesses Whitley and Thomas R. Koch).

Finally, and importantly for purposes of this DSM Goals docket, the
Codes and Standards will deliver truly significant amounts of energy
efficiency to FPL’s customers. FPL’s 2019 NEL forecast for the year 2029 is

128,967,611 MWh. The previously mentioned 12,049,520 MWh of energy
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reduction delivered through these Codes and Standards projected for 2029
represents slightly more than 9% of the total energy FPL is projected to
produce in that year.

Please briefly summarize the above discussion of how the forecasted
values for the four main drivers of FPL system variable costs have
changed and what the impact is in regard to DSM cost-effectiveness.
There has been a trend of significant decreases in FPL system variable costs
that are due to changes in each of the four drivers: (i) decreasing natural gas
costs, (ii) decreasing CO, compliance costs; (iii) increasing efficiency with
which FPL converts fuel into electricity, and (iv) decreasing amounts of MWh
that no longer need to be generated due to Codes and Standards. In other
words, all four drivers of FPL system variable costs have been steadily

moving in the direction of lower costs.

Lower costs for natural gas, lower environmental compliance costs, and
increased efficiency in converting fuel into electricity are all very good for
FPL’s customers because these help to keep electric rates low. However,
these lower system variable costs also result in significantly decreased
benefits that DSM kWh reductions could potentially provide. As a result, the
cost-effectiveness of DSM, particularly for customers served by FPL’s system

of fuel-efficient generating wunits, has also significantly decreased.
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However, as previously mentioned, FPL’s customers will continue to receive
a very large amount of energy (MWh) reduction through the same Codes and
Standards that are contributing to the reduced cost-effectiveness of utility

DSM programs.

IV.  TRENDS IN FPL SYSTEM FIXED COSTS

What are the most important types of fixed costs that could potentially be
avoided by DSM’s KW reductions?

The three most important types of fixed costs on FPL’s system that DSM
could potentially avoid through kW reduction are: (1) capital cost of new
generating units, (2) system firm gas transportation costs, and (3) capital costs
of new system transmission and distribution (T&D) facilities.

What are the most important drivers in FPL’s projection of these three
system fixed costs?

In regard to system fixed costs for the FPL system, the four main drivers are:
(1) capital ($/kW) costs for new generating units, (ii) annual costs for securing
additional firm gas transportation for new CC unit additions, (iii) capital
($/kW) costs for transmission and distribution (T&D) expenditures that would
be needed without incremental DSM, and (iv) the forecasted growth in the
utility’s peak load (MW). I will discuss each of these drivers and the
directional impact each has on potential DSM benefits in regard to kW

reductions lowering FPL system fixed costs.
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Please describe the avoided generating unit that FPL is using in this
docket for the preliminary cost-effectiveness screening of DSM measures.
FPL’s 2019 Site Plan shows a 2026 gas-fueled CC unit, and this CC unit is
being used as the “avoided unit” in this docket for the preliminary cost-
effectiveness screening of DSM measures. FPL also used a new CC unit as
the avoided unit in both its 2009 and 2014 DSM dockets, which, coincidently,
is helpful when comparing capital costs for the avoided units from the 2009,
2014, and 2019 dockets.

Please discuss the current capital cost of this new 2026 CC unit and how
this cost compares to the capital costs used for the avoided CC units in
the 2009 and 2014 DSM Goals dockets.

In preliminary cost-effectiveness screening of DSM measures, FPL uses the
projected capital cost of the avoided generating unit in terms of a $/kW value
that is presented for the year in which the screening is performed. That cost is
then escalated year-by-year by a constant annual escalation rate up to the year
that the avoided unit is projected to go into service. For example, in the 2009
DSM Goals docket, the avoided unit was a 2019 CC unit. FPL used a capital
cost of $725/kW that was a 2009 cost value (i.e., a value produced in the year
the analysis was performed) and escalated that value to determine the capital
cost of the CC unit in its in-service year of 2019. Assuming a capital cost

escalation rate of 3% per year, the 2019 capital cost value is $974/kW.
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In order to compare on a common basis, the avoided CC unit capital costs
from the two most recent DSM Goals dockets (2009 and 2014) with the
current capital cost projection for the 2026 CC unit, the approach described
above was used. The capital costs are compared in terms of the in-service
years projected, respectively, in the 2009, 2014, and 2019 DSM Goals
dockets. (A projected 2019 in-service date was projected in both the 2009 and
2014 dockets and, as mentioned above, a 2026 in-service date is projected in

this docket.)

The result of this comparison of avoided CC unit capital costs for the 2009,
2014, and 2019 DSM Goals dockets is presented graphically in Figure 7. The

derivation of these CC capital costs is presented in Exhibit SRS—4.

A Comparison of CC Avoided Capital Costs from 2009, 2014, and 2019

($/kW, In-Service Year $)
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Figure 7
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The projected capital costs of the CC units from each of the three dockets that
DSM kW reductions might potentially avoid are: $974/kW (in the 2009
docket), $900/kW (in the 2014 docket), and $663/kW currently. Thus, the
projected cost of a CC unit decreased by approximately 8% from the 2009
docket to the 2014 docket, and has decreased again by approximately 26%
from the 2014 docket to now. Overall, the projected cost of CC unit has

decreased by approximately 32% from the 2009 DSM Goals docket.

This significant decrease in the capital cost of the CC unit is again very
beneficial for FPL’s customers. However, it also reduces the potential
benefits from DSM kW reductions. As a result, the trend in this fifth of the
eight drivers also results in decreased cost-effectiveness for DSM.

The second driver of system fixed costs was the cost of firm gas
transportation costs. Please discuss.

As discussed above, in the 2009 and 2014 DSM Goals dockets, the avoided
unit was a CC. When determining that a CC was the most economic
generation option to meet future resource needs, FPL’s evaluation included a
projection of the amount of additional firm gas that would be needed on FPL’s
system to ensure that the new CC would have a reliable source of fuel, plus a
projection of the cost for securing delivery of the firm gas. That cost was
accounted for as a component in the fixed operations and maintenance (Fixed

O&M) cost for the CC unit.
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In the 2009 DSM Goals docket, the projected annual cost of needed firm gas
transportation due to the new 2019 CC unit was $155 million beginning in
2019. In the 2014 DSM Goals docket, the projected annual cost of needed
firm gas for the 2019 CC unit had decreased to $60 million beginning in 2022.
However, in 2019 FPL now projects that no additional firm gas transportation

will be needed if a 2026 CC unit is added to FPL’s system.

The changes in projected firm gas transportation costs are primarily due to
three factors. Two of these factors have been previously discussed. First, the
increasing efficiency with which FPL’s gas-fueled generation fleet uses fuel to
produce electricity lowers the amount of natural gas that FPL needs. Second,
the increasing impact of Codes and Standards lowers the amount of MWh that
FPL needs to produce. The third factor is the very large amount of solar
energy now being added to FPL’s system. As shown in FPL’s 2019 Site Plan,
FPL now projects a total of approximately 8,053 MW (nameplate, AC) of
photovoltaic (PV) generation facilities will be on FPL’s system by the end of
2028 (the last year addressed by the 2019 Site Plan). In addition, FPL plans to
add another 1,200 MW of PV in 2029 (the last year for which DSM Goals will

be set in this docket.)

Assuming a 26% annual capacity factor for the approximately 9,250 MW (=
8,050 MW + 1,200 MW) of PV by the end of 2029, this results in a projection

of approximately 21,000,000 MWh, or 21,000 GWh, of energy produced by
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solar energy in 2029. This represents slightly more than 16% of the total
energy FPL is expected to produce in that year. Consequently, this amount of

energy will not need to be produced by gas-fueled generation.

The combination of these three factors result in no need for additional firm
gas to accompany the 2026 CC unit that is being used as the avoided unit for
the DSM preliminary screening of DSM measures in this docket. Thus, FPL
currently projects a $0 fixed cost for additional firm gas transportation. A
comparison of the projected annual firm gas transportation costs due to the CC
avoided unit from the three DSM Goals dockets is presented graphically in

Figure 8.

A Comparison of Projected Costs for New Firm Gas
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Once again, this decrease in FPL system costs is very beneficial for FPL’s
customers. However, it again reduces the potential benefits from DSM kW
reductions. As a result, the trend in this sixth of the eight drivers also results
in decreased cost-effectiveness for DSM.

The third main driver of system fixed costs is the capital cost ($/kW) of
T&D facilities. What is the trend in these costs?

In the previous two DSM Goals dockets, and again in this docket, the
projected capital costs of T&D facilities that might potentially be avoided by
DSM kW reductions were presented in terms of the $/kW costs for the first
year of each of the ten-year goals-setting periods. In the 2009 DSM Goals
docket, the projected $/kW capital costs combined for T&D was
approximately $206/kW. In the 2014 docket, the projected combined T&D
capital cost decreased to $172/kW. However, in the current docket, the
projected combined T&D capital cost has increased to $396/kW. These

projected combined T&D capital costs are presented graphically in Figure 9.
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Projected T&D Capital Costs ($/kW) from 2009, 2014, and 2019
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Figure 9

The forecasts for the types of T&D projects, and their associated costs, that
are potentially avoidable by DSM can vary significantly from year to year.
The current forecasts show a greater need for such projects at this point in
time than in either 2009 or 2014. Thus, the forecasted costs (the numerator in
the $/kW value) for such projects is currently higher than at the points in time
in which the 2009 or 2014 cost values were developed. In addition, the
forecasted growth in peak load is currently lower than in 2009 or 2014, which
reduces the denominator (kW) in the $/kW T&D value, thus further increasing

the $/kW projected cost.

Therefore, the net result for the seventh of the eight drivers is a projected

increase in the potential benefits from DSM kW reductions. As such, this
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driver is the first of the seven drivers examined so far that is projected to
increase DSM cost-effectiveness.

The fourth driver of system fixed costs is a utility’s projected growth in
peak load (MW). Does the projected impact of Codes and Standards also
impact FPL’s forecasted growth in peak load?

Yes. As previously mentioned, FPL has included in its recent Site Plan filings
a projection of the impact of Codes and Standards on FPL’s forecasted peak
load (MW) as well as on FPL’s projected NEL. FPL also presented its then
current projection of the impact of these Codes and Standards on peak load in

its 2014 DSM Goals filing.

A comparison of the 2009, 2014, and 2019 projected impacts of these Codes
and Standards on FPL’s forecasted summer peak load for the last year (2029)
of the ten-year goals-setting period in this docket shows how the projected
impact of the Codes and Standards has significantly increased. In 2009, FPL
projected that the Codes and Standards would reduce the peak load for the
year 2029 by 2,209 MW from the inception of the Codes and Standards in
2005. In 2014, the forecasted peak load reduction from the Codes and
Standards increased to 3,705 MW, which represents an approximate increase

of 68% increase in the peak load reduction from the Codes and Standards.

FPL’s current projection of the impact of the Codes and Standards on the

forecasted peak load for the year 2029 has again increased to a reduction of

31



10

11

12

13

14

15

238

4,820 MW. This represents an additional reduction in peak load from the
Codes and Standards of approximately 30%. Over the ten-year period from
2009 to 2019, the projected reduction of FPL’s peak load for the year 2029

has increased by approximately 118%.

The forecasted reductions in peak load for the year 2029 from the 2009, 2014,

and 2019 forecasts are presented graphically in Figure 10.

Forecasted Peak Load (MW) Reduction from Codes and Standards for

the Year 2029 from 2009, 2014, and 2019 Forecasts
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Figure 10

This graph shows that not only has the forecasted MW peak load reduction

impact of the Codes and Standards been significant in each of the 2009, 2014,
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and 2019 forecasts, but that the latest forecast shows a significantly larger
MW reduction impact than did the previous forecasts.

What are the impacts of the increased forecast of peak load (MW)
reduction from Codes and Standards?

The impacts of the forecasted peak load (MW) reduction from the Codes and
Standards are similar to those previously discussed regarding MWh
reductions. First, FPL’s peak load forecasts account for the projected impacts
of these Codes and Standards, and, consequently, the peak load forecasts have

been lower than they otherwise would have been.

Second, because FPL will need to plan for smaller growth than would
otherwise be the case without the Codes and Standards, there is less
opportunity for DSM kW reductions to be applied to FPL’s system. This
further lowers the potential benefits of DSM kW reductions. Consequently,
assuming all else equal, the impact of this eighth of the eight drivers of system

costs is to once again decrease DSM cost-effectiveness.

Third, the Codes and Standards have removed potential peak load reduction
opportunities that otherwise might have been addressed by utility DSM
programs. This results in lower Economic Potential and Achievable Potential
values for utility DSM programs (a topic that is further addressed in the

testimonies of FPL witnesses Whitley and Koch).
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Finally, and importantly for purposes of this DSM Goals docket, the Codes
and Standards will deliver truly significant amounts of peak load reduction to
FPL’s customers. FPL’s 2019 Summer peak load forecast for the year 2029 is
28,008 MW. The amount of peak load reduction projected for 2029 from
Codes and Standards is 4,820 MW, which represents slightly more than 17%
of the forecasted Summer peak load.

Please briefly summarize the above discussion of how the forecasted
values for the four main drivers of FPL’s system fixed costs have changed
and what the impact is in regard to DSM cost-effectiveness.

The changes in forecasted values for three of the four drivers of FPL’s system
fixed costs has been to decrease those costs. Those changes include: (i)
decreased capital ($/kW) costs for new CC units, (ii) elimination of costs for
additional firm gas, and (iii) decreased growth in peak load (MW) due to the
increased effects of Codes and Standards. Conversely, the changes in
forecasted values for a fourth driver of FPL’s system fixed costs, T&D capital
costs, is in the opposite direction. The 2019 projection of T&D costs is higher

than the cost projections used in the 2009 and 2014 DSM Goals dockets.
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The current values for seven of the eight drivers of FPL’s system costs,
compared to what those values were in the most recent two DSM Goals
dockets, have moved in directions that result in overall lower FPL system
costs while the current value for the remaining driver has moved in a
direction to increase FPL system costs. When considering all eight
drivers, what is the net impact on DSM’s potential benefits (i.e., the
potential to lower system costs from both kWh and kW reductions)?

In order to answer that question, two analyses were performed to compare
DSM benefits that were based on FPL system costs projected in the last
(2014) DSM Goals docket versus DSM benefits that are based on FPL system
costs projected in this docket (2019). For both analyses, a proxy DSM
measure was used in which the following “per participant” impacts were
assumed: (i) 1 kW Summer reduction, (ii)) 1 kW Winter reduction, and (iii)
1,000 kWh reduction. Both analyses also assumed that 1,000 participants
would be signed up in the first year of the respective ten-year periods (in 2015
for the 2014 DSM Goals-based analysis and in 2020 for the 2019 DSM Goals-

based analyses).

The 2014-based analysis used the same DSM preliminary cost-effectiveness
screening tool (FPL’s CPF model) and inputs that was used in the 2014 DSM
Goals docket, but with one exception. That exception is the use of the same

discount rate that FPL is using in this docket (7.73%). The 2019-based
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analysis uses the same CPF model with updated input values as discussed

throughout my testimony.

Using the system cost values from the 2014 DSM Goals docket, the projected
total benefits, presented in terms of cumulative present value of revenue
requirements (CPVRR), are approximately $3.3 million. However, using the
current system cost values, the projected total CPVRR benefits have
decreased to approximately $2.2 million. The results of this comparison are

presented graphically in Figure 11.

Projected Total Benefits for both the RIM and TRC Screening Tests for
the Proxy DSM Measure Using 2014 and 2019 System Cost Values

(CPVRR, $000)

$3,400

$3,200 -

$3,000 -

$2,800 -

$2,600 -

$2,400 -

$2,201

I

2014 Projection 2019 Projection

$2,200 -

$2,000 -

Figure 11
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Exhibit SRS-5 provides the projected benefits for both calculations by
individual category (avoided unit capital costs, etc.) that sum to the total
values shown in Figure 11. As mentioned earlier, these benefits are identical
for both the RIM and TRC preliminary screening tests. As shown in the
exhibit, the net impact of the changes to all eight drivers of FPL’s system
costs is to reduce the projected benefits by slightly more than 33%. This is a

very significant reduction in the potential benefits of DSM.

This result is to be expected because of the lower values in seven of the eight
drivers of FPL’s system costs. Lower system costs are very good for FPL’s
customers because it helps keep electric rates low. However, these lower
system costs automatically result in decreasing the benefits that kWh and kW
reductions from utility DSM programs can potentially provide as shown by

the results of this comparison.

V. CONCLUSIONS

What conclusions do you draw from this examination of FPL system

variable and fixed costs?

I draw four conclusions from this examination:

1) In regard to the eight main drivers of FPL system costs that could
potentially be avoided by DSM, seven of the eight drivers now result in

lower FPL system costs. The impact of the remaining driver, forecasted
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T&D costs, is more than overcome by the impacts of the other seven
drivers. Consequently, the potential benefits of utility DSM measures on
FPL’s system, whether calculated in the RIM or TRC screening test, are

now significantly lower than in the last two DSM Goals dockets.

Because the potential benefits of these DSM measures have been
significantly reduced, it is to be expected that fewer DSM measures now
emerge from the Economic Potential analyses, and that lower Achievable
Potential values now emerge, compared to the results from the last two

DSM Goals dockets.

Therefore, it is both logical and appropriate that FPL’s proposed DSM
Goals for the 2020 through 2029 time period are lower than FPL’s
proposed goals in the last two DSM Goals dockets. In fact, anyone who
has been examining the trends in those system costs could have expected a

lowering of proposed DSM Goals in 2019.

Although it is logical and appropriate that FPL’s proposed DSM Goals
have been lowered based on current analyses using updated costs, it is
important to keep in mind that FPL’s customers are projected to receive
significantly greater levels of both energy and peak load reductions by the
year 2029 than was projected in the last two DSM Goals dockets due

primarily to the higher forecasted impacts of Codes and Standards.

38



10

11

12

13

14

15

16

17

18

19

20

21

22

23

245

For example, in the 2014 DSM Goals docket, FPL’s customers were
projected to receive approximately 10,645,000 MWh of energy reduction
from the Codes and Standards by 2029. The current projection is even
higher: 12,049,520 MWh of energy reduction by 2029. In regard to peak
load (MW) reduction, the projection for 2029 in the 2014 DSM Goals
docket was a reduction of 3,705 MW from Codes and Standards.

However, the current projection is even higher: 4,820 MW.

Thus, one of the main factors that reduces the current economic viability

of utility DSM is simultaneously increasing the amount of energy

efficiency that FPL’s customers will receive.
From both a resource planning perspective and from the perspective of
someone who has analyzed DSM measures and programs on FPL’s
system since the 1980s, do you believe that the DSM Goals FPL is
proposing are reasonable for FPL’s customers?
Yes. The fact that seven of the eight drivers of FPL’s system costs are now
significantly lower than they were in the 2014 DSM Goals docket is a very
good thing for FPL’s customers. However, lower system costs mean that
DSM’s potential benefits from avoiding system costs are automatically
lowered as well. Consequently, the lower DSM Goals that FPL is proposing
are simply a logical outcome and represent a very positive situation for FPL’s
customers. As such, FPL’s proposed DSM Goals are logical, appropriate, and

reasonable for FPL’s customers.
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In regard to the testimonies of FPL witnesses Whitley and Koch, assuming all
else equal, lower DSM benefits result in two general impacts in regard to
DSM analyses: (i) fewer DSM measures survive the preliminary economic
screening, and (ii) incentive payment amounts that can be paid while still
keeping a DSM measure cost-effective are lowered. Both of these impacts
result in lower DSM Achievable Potential and lower DSM Goals.

Does this conclude your direct testimony?

Yes.
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1 BY MR C. VR GHT:

2 Q Dr. Sim do you have exhibits identified as

3 SRS-1 through SRS-5 attached to your direct testinony?
4 A Yes, | do.

5 Q Were those exhibits prepared by you or under
6 your direct supervision?

7 A Yes.

8 Q Did you cause an errata to be filed on

9 August 2nd, 2019, that corrected Exhibit SRS-4?

10 A Yes.

11 Q And with that correction, do you have any

12 correction or changes to Exhibits SARS-1 through SRS-5?

13 A No, | do not.

14 MR C. WRIGHT: Chairman, | would note that
15 Exhibits SRS-1 through SRS-5 have been

16 pre-identified as staff's Exhibit 20 through 24 on
17 t he conprehensive exhibit |ist.

18 CHAI RMVAN GRAHAM  Dul y not ed.

19 BY MR C WRI CHT:
20 Q Dr. Sim have you prepared a summary of your

21 direct testinony?

22 A | have.

23 Q Wul d you pl ease provide your sunmary?

24 A Yes, be glad to.

25 Good afternoon, Chairman G aham and
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1 Comm ssioners.
2 My testinony exam nes why the projected
3 benefits of DSM those electric utility systemcosts
4 that could potentially be avoi ded or deferred by DSM
5 has significantly declined regardl ess of whether the RIM
6 or TRC test is used. Two exam nations were perforned.
7 In the first exam nation, | |ooked at eight
8 main drivers of these utility systemcosts fromthe
9 2009, 2014 and the current DSM goal s docket.
10 Since the last goals docket, seven of the
11 eight drivers have noved and are continuing to nove in
12 the direction of | ower systemcosts. Very good news for
13 FPL's custoners. But |ower system costs neans | ess
14 potential to | ower system costs through DSM which
15 results in decreased DSM cost-effectiveness.
16 In the second exam nation, | |ooked at the
17  conbi ned i npacts of those eight drivers, with a
18 representative DSM neasure. First with the 2014 docket
19 forecast, and then with the current docket forecast.
20 The projected CPVRR benefits for this DSM
21  neasure for both the RIMand the TRC test were 3.3
22 mllion with a 2014 forecast, but only 2.2 mllion wth
23 the current forecast. A truly significant 33 percent
24  decrease in DSM benefits.
25 Because the potential benefits from DSM have
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1 declined so nuch fromthe 2014 docket, it is both
2 logical and appropriate that, one, fewer DSM neasures
3 now pass econom c screening; two, DSM achi evabl e
4 potential is nowsignificantly |ower; and, three, FPL'Ss
5 proposed DSM goals are | ower than the current goals.
6 In closing, however, it's inportant to keep in
7 mnd that two of the eight drivers that are |owering the
8 cost-effectiveness of utility DSM the peak and energy
9 reductions fromenergy efficiency codes and standards,
10 will also result in FPL's customers receivVving
11 significantly nore energy efficiency fromthe codes and
12 standards that was projected in the |ast goals dockets.
13  Approximately 1,400 gigawatt hours and 1,100 negawatts
14 nore in 2029 al one.
15 The projected inpacts of the codes and
16 standards in the year 2029 represents approximately 9
17 percent of FPL's NEL, and 17 percent of FPL's sunmmrer
18 peak in that year.
19 Thank you.
20 Q Thank you.
21 MR C. WRIGHT: | tender the witness for
22 Cross.
23 CHAI RMAN GRAHAM  Thank you.
24 Dr. Sim wel cone back.
25 THE W TNESS:. Thank you.
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1 CHAI RVAN GRAHAM  OPC.

2 MR, DAVID: No questions. Thank you.
3 CHAl RVAN GRAHAM M. Moyl e.

4 MR MOYLE: | have a few questions.

5 EXAM NATI ON

6 BY MR MOYLE

7 Q Good afternoon, Dr. Sim Good to see you.

8 A Good afternoon, sir.

9 Q So you were indicated as the person nost

10 knowl edgeabl e about an exhibit, | think it's 101, that

11 is FPL's response to staff Interrogatory No. 32. Are
12  you famliar with that docunent? It relates to the

13 accuracy of natural gas fuel price forecast.

14 A | do not have it in front of nme, unless it is
15 her e.
16 Q | bet your counsel can put his hands on it. |

17  have it as 101.

18 A Thank you.

19 Q Ckay. Sir, can you identify this docunent
20 that's before you now, please?

21 A Thank you. It appears to be staff's second
22 set of interrogatories, Interrogatory No. 32.

23 Q Ckay. And there is a third page that has a
24 different color onit. Do you know why it has a

25 di fferent col or?
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1 A | don't. | see that inthe title in the upper
2 right-hand corner, it says Interrogatory No. 32 Anended.
3 It probably was printed in color, the anended version,

4 and the original in black and white is ny best guess.

5 Q Ckay. So can you just describe in a narrative
6 fashion what this exhibit shows?

7 A Vell, let ne first state that | have not seen

8 this docunent before, nor did | create it, but | wll

9 try to answer questions that you have about it to the

10 extent of ny know edge.

11 Q Well, that would be great. You are the system

12 planning person for FPL, correct?

13 A But not the fuel cost forecast person at FPL
14 | use a fuel cost forecast in our resource planning.
15 It's an input to our process. | don't create that

16  input.

17 Q Okay. Well, give it the old college try for

18 us, if you woul d.

19 A And your question would be, sir?
20 Q Expl ai n this docunent.
21 A It appears to be a calculation of the

22 di fference between natural gas forecasts three, four and
23 five years out versus the actual gas forecast. And what
24 it shows is the forecast those three and four years out

25 going back from 2011 and 2015 were overestimating the
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1 price of natural gas. |In other words, in sinple terns,
2 natural gas costs dropped faster than what we were
3 forecasting.
4 Q And so, for exanple, in the natural gas price
5 for 2016, the third box down the page, or the box
6 closest to the bottom of the page, that shows in 2016
7 for year five that the price was $2.58; is that right?
8 A On the anended page, that's correct.
9 Q kay. And then you would conpare that -- to
10 get the percent, you would conpare that to the year
11 2016, the m ddl e box, where the price was $6.57; is that
12 right?
13 A That appears to be what was done, yes.
14 Q Ckay. And how would the math -- do you think
15 that math works out, 53 percent? Is that -- in ny mnd,
16 it would say -- | was thinking, well, if it sonething
17 doubles, it's 250, 258, and it goes to five bucks,
18 that's 100 percent increase in ny mnd. But can you --
19 can you help with that?
20 A | think the 53 percent is sinply an average of
21 the three values above it in the colum, 61, 51 and 47.
22 Q Ckay. And with respect to a material change
23 in a gas price forecast, the question asked for an
24  explanation of any forecast in excess of 20 percent.
25 Wuld you believe that a change in 20 percent froma
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1 forecast to an actual is a material change?
2 A | think it would depend upon how far out you
3 are looking in a forecast. |f you are |ooking a nunber
4 of years, | think the variance in any forecast is going
5 to be greater than if you are only | ooking at one or two
6 years.
7 Q So let's just use what was asked here, a
8 forecast three to five years out, sane question, but
9 wth the refinenent that it's now asking about a three-
10 to five-year tinmeframe out, would you believe a
11  20-percent deviation is material?
12 A Can you define material ?
13 Q VWll, | amnot in the gas business. | nean,
14 to have a significant inpact on decisions and
15 assunptions made.
16 A Well, | think it's material in terns of
17 decisions we would make in the follow ng sense: If we
18 had forecast at the tine we had nade these forecasts
19 nore correctly how fast natural gas prices were
20 dropping, we would have realized earlier how fast the
21  cost-effectiveness of DSM was declining. W' ve seen it
22 over tinme, but it surprised us as to how fast it
23 declined, and is continuing to decline because we are
24 continuing to see, anong other things, the cost of
25 natural gas dropping.
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1 Q And as we sit here today, you can -- your

2 trend line for natural gas is you continue to see it

3 drop?

4 A Yes. W have not received any forecasts in

5 the last five or six years that show that we are now

6 forecasting an uptick in natural gas costs conpared to

7 the prior forecast.

8 Q And, indeed, what you are seeing -- because

9 you get reqgular forecasts, do you not?

10 A W do.

11 Q And what you are seeing even today is a

12 further forecast of natural gas prices going down?

13 A VWll, et ne be clear about that and try to

14  augnent the answer a bit.

15 W typically get, at FPL, one forecast that is
16 designated as the official long-termforecast. There

17 are other forecasts after that point until the next year
18 when we adopt a new |l ong-term natural gas forecast, but
19 those forecasts are generally out one, two years,

20 sonething like that. W don't get long-term forecasts.
21 Q Ckay. But the ones you are tal king about, the
22 one, two years, they are continuing at a downward trend;
23 is that right?

24 A Either flat or dowmward. W are not seeing

25 anything that shows that gas costs are goi ng up.
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1 Q kay. And the inpact on that with respect to
2 what we are tal king about now, energy efficiency
3 neasures, is it would nean that there are | ess energy
4 efficiency neasures that are cost-effective, because you
5 are using very |low natural gas prices, correct?
6 A Yes. Al else equal, |ower natural gas costs
7 would | ower the costs that could potentially be avoi ded
8 by utility DSM
9 Q kay. And so if you took the information that
10 was on this Exhibit 101, the third page, for exanple,
11 and let's just -- let's just assune it went the other
12 way around, that your natural gas price forecasts were
13 in the $2, $3 range on the bottom and then the actuals
14 cane in at $6 and $5, are you with ne?
15 A In other words, flipping the two?
16 Q That's right.
17 A Essential ly.
18 Q Yeah.
19 A Yes.
20 Q What i npact woul d that have on energy
21 efficiency neasures?
22 A All else equal, it would increase the
23 cost-effectiveness of utility DSM
24 Q Ckay. And during the course of a period of
25 tinme, do you all |ook at changes that have occurred with
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1 respect to howit could inpact energy efficiency

2 measur es?

3 A | amsorry, can you clarify what is changed?
4 Q Sure. Let's say there is a significant change
5 in natural gas prices that right now you -- | amsure

6 you have a projection that was used in this case,

/7 correct?

8 A That's correct.

9 Q Al right. So let's say it was off by

10 50 percent, and three years fromnowit's off by

11 50 percent, do you all do anything to say, you know, we
12 didn't really get this right on energy efficiency, we

13  shoul d nake sone adj ustnents because we canme in front of
14  the Commi ssion and we were assum ng, you know, this |ow
15 level, and we were wong by 50 percent. The actuals are
16  nuch higher. You know, do you cone in and make any ki nd
17 of adjustnents on energy efficiency, or just ride it out
18 until the next goals docket?

19 A | think our history has been, when we've seen
20 that DSM was suddenly nore cost-effective than what we
21  had projected in our |ast goals docket, we have gone and
22  inplenented nore DSM than was called for in our goals.
23 We did that back -- and | may be off a year or
24  two, around 2005 or 2006, we saw an increase in | oad

25 that was unexpected, and we increased our goals from--
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1 well, our goals were roughly 80 negawatts a year. W
2 junped up to actually inplenenting about 120 negawatts a
3 year, and this was several years before we were
4 scheduled to go in for goals, tw years, | think, before
5 we were scheduled to go in for goals.
6 Q And do you know if you did that just on your
7 own volition, or did you bring that to the Conmmi ssion
8 and give them-- ask for their perm ssion, or give them
9 a heads-up that you were doing that, or do you recal
10 t hat ?
11 A W did it on our own volition. And if ny
12 recollection is correct, we inforned staff informally
13 that we were doing this.
14 Q All right. And with respect to natural gas
15 variances like this, do you, in a simlar way, nake
16 other adjustnents to business decisions that are
17  prem sed upon natural gas forecasts, for exanple, |ike
18 the calculation of avoi ded costs?
19 A Yes. For standard offer contract, for natural
20 gas prices, it's a mpjor factor. |It's inmportant in
21 standard offer contracts. |It's inportant in evaluation
22 of solar. So it ripples through quite a few things.
23 Q Ckay. Just a couple of other questions.
24 Wth respect to the trend that you have told
25 the Comm ssion about, where energy efficiency is
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1 becomng | ess conpetitive for a nunber of factors, have

2 you |l ooked or done any studies or analysis wth respect

3 to how that trend, whether it's carrying out in other

4 states in a, kind of a uniformfashion, or is Florida

5 different? Can you comment on that, if you woul d,

6 please?

7 A Yes. | wouldn't say we had conducted studi es.

8 But FPL is part of a group -- | amone of them

9 M. Witley is another one -- that neet twice a year in
10 the Southeastern Electric Exchange | RP Task Force. And
11  we spend two days together twi ce a year discussing

12 trends in the industry, challenges we are facing.

13 And one of the things that has been preval ent
14 regardl ess of what year we are neeting over the past

15 five years has been utilities from Cklahoma to Ghio, to
16 Ceorgia, all seeing essentially the sanme thing. That we
17 are seeing declining benefits of utility DSM and

18 declining cost-effectiveness of those.

19 Q And that's largely based on the building codes
20 and the standards and neasures, | think is the term of
21 art used; is that right?

22 A That is a factor, but to go back to what all
23 the utilities in all of the different states are seeing
24 is we are seeing |lower natural gas costs. W are seeing
25 lower costs for conbined cycle and conbustion turbine
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1 units. W are seeing generally | ower environnenta

2 conpliance costs for CO2. So those factors al

3 utilities generally seeing. And codes and standards is

4 certainly a factor because the federal portion of it is

5 inpacting everyone.

6 Q If you had to rank themin terns of nost

7 significant inpact to |east significant inpact out of

8 natural gas, cost of carbon or environnental costs and

9 standards, codes and standards, how would you rank thenf
10 |Is natural gas nunber one, nost significant?

11 A | don't know because | haven't done such a

12 ranking. | have would say the maj or ones woul d be cost
13 of natural gas -- essentially everything | nentioned is
14 pretty significant in terns of the inpact. Codes and

15 standards is very high. Conbustion turbine and conbi ned
16 cycle prices dropping, that's significant. So they are
17 all inportant.

18 Q Yeah. And | know -- | was going -- | am going
19 to ask you, like, why are costs of carbon com ng down,
20 if you know?

21 A Essentially, the projected conpliance cost of
22 carbon is com ng down because the utilities are taking
23 advantage of the nuch | ower cost for wind and sol ar.

24 That is relieving pressure on CO2 targets that would

25 have been set, for exanple, the fornmer clean power plan
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1 goals, that goal for the state of Florida, if nmenory

2 services ne correctly, was, | think, 919 pounds per

3 nmegawatt hour to be net in the year 2030. FPL is

4 already neeting that goal by at |east 100 pounds per

5 megawatt hour in 2018.

6 So it's factors |ike that across the country

7 where utilities are taking advantage of cost-effective

8 solar and cost-effective wind to the extent possible,

9 which is driving down the projected em ssions, and

10 driving down the projected conpliance costs.

11 Q kay. You tal ked about sone conparisons you
12 did fromthe |last goals proceeding to this goals

13 proceeding. And you would agree that it's a bal anci ng
14 act with respect to making a judgnent about the inpacts
15 on rates conpared to the energy efficiency neasures?

16 That's sort of the task that the Comm ssion has before
17 it, correct?

18 A | would agree that is the decision to be made
19 Dby the Conmi ssion, and | believe that they take a nunber
20 of factors into play.

21 Q So did you look at the rates that -- the rates
22 charged at the |ast goals proceedi ng conpared to the

23 rates charged at this goals proceeding? And if so, what
24 did they look like? Wre the rates being charged now
25 higher than the ones at the | ast goal proceeding? Wre
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1 they the sane? Wre they |ower?
2 A Are you referring to electric rates or --
3 Q That's right.
4 A No, we did not, for the reason that | believe
5 M. Koch discussed.
6 Each goal setting, we start at zero. You
7 start with a clean slate. You use updated forecasts and
8 assunptions, and you proceed there. So what was
9 projected in the |ast goals docket, essentially is
10 inmmterial. You are starting fresh this go around.
11 Q You renenber the best tine you ran in a mle,
12 don't you?
13 A Yeah, actually, | do.
14 Q And you used an analogy to say, well, tines
15 change. | amolder. | amnot running as fast. But it
16 does nmake sone sense to go back and | ook back at what
17 was happening at a prior point intinme. | nean, you
18 wused it in your testinony, correct?
19 A Only in the sense that how costs have dropped
20 fromthe previous goals period to now But the idea is
21 we are resetting goals, and we reset with what current
22 forecasts and assunptions are.
23 Q Yeah, okay.
24 MR. MOYLE: Thank you. That's all | have.
25 CHAl RVAN GRAHAM  Okay. FDACS.
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2 BY Ms. CORBAR

3 Q Good afternoon, Dr. Sim

4 A Good afternoon.

5 Q Good to see you again.

6 A Yes.

7 Q Were you present for M. Witley' s testinony?
8 A | was present for sone of it, yes.

9 Q Did you hear ne ask M. Wiitley about FPL's
10 Jlast two need determ nations?

11 A No, | did not.

12 Q Ckay.

13 A It's actually a little bit difficult in the
14 audience to hear all of the -- all of the questions.
15 Q Since the | ast goals proceeding, FPL has had

16 two need determnations, is that correct?

17

18

19

20

21

22

23 agreed to in those dockets?

EXAM NATI ON

A Dani a Beach and Ckeechobee, | believe.
Q You testified in both of those?

A | did.

Q And are you aware of the SoBRA dockets?
A General ly, yes.

Q Do you know how many negawatts sol ar FPL

24 A | think at the end of -- or by this year, we
25 wll have slightly over 1,000 negawatts of photovoltaics
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1 on our system and | think all but a handful are SoBRA
2 related.
3 Q And bot h Okeechobee and Dani a Beach were over
4 1,000 negawatts as well?
5 A Yes.
6 Q Wul d you agree that the solar being
7 inplenmented goes on the supply side of the conservation
8 equation versus the demand si de?
9 A Are you referring to the SoBRA sol ar?
10 Q FPL's sol ar.
11 A Yes. Those are generating units, so those
12 woul d be supply options.
13 Q kay. |'m probably going to ask you a
14 question that has a very conplicated answer, but | am
15 going to try to make it sinple.
16 If DSMis getting | ess cost-effective, as you
17 just testified, and the Comm ssion were to approve | ower
18 goals this time than in the prior goals proceedi ng, and
19 FPL has added roughly over 3,000 negawatts in generation
20 over the last five years, is that -- would | ower goals
21 nean even nore generation being added in the next five
22 years, or a faster need for generation?
23 A Not necessarily.
24 Q Can you expl ain?
25 A Yes, the -- again, let ne preface this by
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1 saying, | think conparing nmegawatt or gi gawatt hour
2 nunbers fromthe prior goals to what would be set in
3 this is not very neaningful, because we are starting
4 fromscratch and we are using assunptions that are now
5 current, not five-year-old assunptions and forecasts.
6 But taking at face val ue what you just asked,
7  sumrer negawatt goals were, | believe the nunber per
8 year was roughly 52 negawatts per year. Wat we have
9 proposed is 35 negawatts per year. |It's a difference of
10 17 megawatts. | don't think 17 negawatts on a system
11 our size is going to significantly change the ability of
12 DSMto inpact our need for additional supply options,
13 whether it was 17 negawatts up or 17 negawatts down.
14 Q Wul d you agree that the | ast goal s proceedi ng
15 in 2014, the goals were | ower than the 2009 goal s?
16 A Can you repeat the question, please?
17 Q The goal s set by the Comm ssion in 2014 were
18 lower than the goals set there 2009, woul d you agree?
19 A Yes, they were.
20 Q Yet FPL still needed to add over 3, 000
21  nmegawatts in generation, so all -- despite that, you
22 can't look at last tine's goals versus the proposed
23 goals. Wuld |lower goals nean a faster need for
24 generation to be added to FPL's systenf
25 A Again, 17 nmegawatts is not going -- a year is
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1 not going to make much of a difference in terns of the

2 need for additional resources. And the idea is that you
3 select what is the nost cost-effective choice between

4  supply-side options and demand-side options. That's ny

5 job at the utility, and M. Wiitley's job at the

6 utility.
7 Q Thank you.
8 M5. CORBARI: No further questions.
9 CHAI RMAN GRAHAM | assune you have nore than
10 about 15 mnutes worth of questions?
11 MR. MARSHALL: Yes.
12 CHAI RMAN GRAHAM  Let's take a break. Let's
13 take a 10-m nute break by that clock in the back,
14 so it would be 20 till.
15 (Brief recess.)
16 (Transcript continues in sequence in Vol une
17 2.)
18
19
20
21
22
23
24
25
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