
 
 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 
 

       
In re: Commission Review of Numeric   Docket No. 20190018-EG 
Conservation Goals (Duke Energy 
Florida, LLC).       Filed:  May 28, 2019 
       
 

DUKE ENERGY FLORIDA, LLC’S RESPONSE TO STAFF’S 
SECOND REQUEST FOR PRODUCTION OF DOCUMENTS (NOS. 10-13) 

 
 Duke Energy Florida, LLC (“DEF”) responds to the Staff of the Florida Public Service 
Commission’s (“Staff”) Second Request for Production of Documents to DEF (Nos. 10-13) as 
follows: 
 

DOCUMENT REQUESTS 
  
10. Please provide copies of any fuel forecasts relied upon in developing the Company’s DSM 

proposals. 
 

Answer:    
Please see attached documents bearing bates numbers 20190018-DEF-0040774.   
 

11. Please provide copies of any high, base, and low environmental compliance cost/price 
forecasts relied upon in developing the Company’s DSM proposals. 
 
Answer:   
Please see attached documents bearing bates numbers 20190018-DEF-0040775.   
 

12. For each methodology evaluated by the Company, please provide a copy of all source 
documents used to assess, evaluate, and calculated its determination of free ridership. 
 
Answer:   
Please see attached documents bearing bates numbers 20190018-DEF-0040776 through 
20190018-DEF-0040896. 
 

13. Please provide PSC Form CE 2.4 for each measure included in the Company’s achievable 
potential.  
 
Answer:  
DEF did not produce PSC Form CE 2.4 for this analysis, however, the same information 
is provided in the cost effectiveness evaluation files that start with the name "Batch - ".xlsx 
submitted as part of SACE POD1-2 and Staff POD1-16. The values can be found on the 
"Financial Reports" tab; nominal values for the Participant test benefits (bill savings) are 
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in cells D69:D93 and participant costs are in cells J6:J30. The associated NPVs are located 
in cells D95 and J32 respectively.  D95/J32 is the Participant test score. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 
 

 
In re: Commission review of numeric 
conservation goals (Florida Power & Light 
Company). 
 

DOCKET NO. 130199-EI 

In re: Commission review of numeric 
conservation goals (Duke Energy Florida, 
Inc.). 
 

DOCKET NO. 130200-EI 
 

In re: Commission review of numeric 
conservation goals (Tampa Electric Company). 
 

DOCKET NO. 130201-EI 
 

In re: Commission review of numeric 
conservation goals (Gulf Power Company). 
 

DOCKET NO. 130202-EI 
 

In re: Commission review of numeric 
conservation goals (JEA). 
 

DOCKET NO. 130203-EM 
 

In re: Commission review of numeric 
conservation goals (Orlando Utilities 
Commission). 
 

DOCKET NO. 130204-EM 
 

In re: Commission review of numeric 
conservation goals (Florida Public Utilities 
Company). 

DOCKET NO. 130205-EI 
ORDER NO. PSC-14-0696-FOF-EU 
ISSUED: December 16, 2014 
 

 
 

The following Commissioners participated in the disposition of this matter: 
 

ART GRAHAM, Chairman 
LISA POLAK EDGAR 

RONALD A. BRISÉ 
EDUARDO E. BALBIS 

JULIE I. BROWN 
 

APPEARANCES: 
 
 

JOHN T. BUTLER, JESSICA CANO, and KEVIN I. C. DONALDSON, 
ESQUIRES,  
700 Universe Boulevard, Juno Beach Florida 33408-0420 
On behalf of Florida Power & Light Company (FPL). 

 
DIANNE TRIPLETT, JOHN BURNETT and MATTHEW R. BERNIER, 
ESQUIRES,  299 First Avenue N. FL-151, St. Petersburg, FL 33701 
On behalf of Duke Energy Florida (DEF). 
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JAMES D. BEASLEY, J. JEFFRY WAHLEN, and ASHLEY M. DANIELS, 
ESQUIRES,  
Post Office Box 391, Tallahassee, FL, 32302 
On behalf of Tampa Electric Company (TECO). 

 
RUSSELL A. BADDERS, and STEVEN R. GRIFFIN, ESQUIRES,  
Post Office Box 12950, Pensacola, FL 32591-2950 
On behalf of Gulf Power Company (GULF). 

 
GARY V. PERKO and BROOKE E. LEWIS, ESQUIRES,  
119 S. Monroe Street, Suite 300, Tallahassee, FL 32301 
On behalf of JEA (JEA).  
 
JOHN S. FINNIGAN, ESQUIRE,  
128 Winding Brook Lane, Cincinnati, OH 45174 
On behalf of Environmental Defense Fund (EDF).  
 
JON MOYLE, JR. and KAREN A. PUTNAL, ESQUIRES,  
118 North Gadsden Street, Tallahassee, FL, 32312 
On behalf of Florida Industrial Power Users Group (FIPUG).  
 
ALTON E. DREW, ESQUIRE,  
667 Peeples Street, SW, #4, Atlanta, GA, 30310 
On behalf of National Association for the Advancement of Colored People 
(NAACP).  
 
JAMES W. BREW, ESQUIRE,  
1025 Thomas Jefferson St., NW, Eighth Floor, West Tower, Washington, DC 
20007 
On behalf of White Springs Agricultural Chemicals, Inc., d/b/a PCS Phosphate- 
White Springs (PCS Phosphate).  
 
DAVID GUEST, ALISA COE, GEORGE CAVROS, and JILL M. TAUBER, 
ESQUIRES 
111 S. Martin Luther King Jr. Blvd, Tallahassee, FL 32301 
120 E. Oakland Park Blvd., Suite 105, Fort Lauderdale, FL 33334 
1625 Massachusetts Ave. NE, Suite 702, Washington, D.C. 20036 
On behalf of Southern Alliance for Clean Energy (SACE).  
 
DIANA A. CSANK, ESQUIRE,  
50 F. Street NW, 8th Floor, Washington D.C., 20001 
On behalf of Sierra Club (SIERRA CLUB).  
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ROBERT SCHEFFEL WRIGHT and JOHN T. LAVIA III, ESQUIRES,  
1300 Thomaswood Drive, Tallahassee, FL 32308 
On behalf of Wal-Mart Stores, East, LP and Sam’s East, Inc. (WALMART).  

 
STEVEN L. HALL, ESQUIRE,  
407 South Calhoun Street, Suite 520, Tallahassee, FL 32399 
On behalf of Florida Department of Agriculture and Consumer Services 
(FDACS).  
 
ERIK L. SAYLER, and J.R. KELLY, ESQUIRES  
111 West Madison Street, Room 812, Tallahassee, FL 32399-1400 
On behalf of Office of the Public Counsel (OPC).  
 
CHARLES W. MURPHY, LEE ENG TAN, and KELLEY F. CORBARI, 
ESQUIRES, Florida Public Service Commission, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850 
On behalf of the Florida Public Service Commission (Staff). 

 
MARY ANNE HELTON, ESQUIRE, Deputy General Counsel, Florida Public 
Service Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850 
Advisor to the Florida Public Service Commission. 
 
S. CURTIS KISER, ESQUIRE, General Counsel, Florida Public Service 
Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850 
Advisor to the Florida Public Service Commission. 
 

 
FINAL ORDER APPROVING NUMERIC CONSERVATION GOALS 

 
BY THE COMMISSION: 
 
Background 

Sections 366.80 through 366.85, and 403.519, Florida Statutes (F.S.), are known 
collectively as the Florida Energy Efficiency and Conservation Act (FEECA).  The seven 
utilities subject to FEECA, collectively known as the FEECA Utilities, are Florida Power & 
Light Company (FPL), Duke Energy Florida, Inc. (DEF), Tampa Electric Company (TECO), 
Gulf Power Company (Gulf), Florida Public Utilities Company (FPUC), JEA, and Orlando 
Utilities Commission (OUC).  Pursuant to Section 366.82(6), F.S., we must review the 
conservation goals of each utility subject to FEECA at least every five years.  FEECA goals were 
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last established for these utilities by Order No. PSC-09-0855-FOF-EG, issued December 30, 
2009.1  Therefore, new goals may be established by January 2015. 

An informal meeting was held on June 17, 2013, with the FEECA Utilities and interested 
parties to discuss the current numeric goals proceeding.  In an effort to streamline the proceeding 
and minimize costs, our staff recommended and the parties agreed that the Technical Potential 
Study used in the previous numeric goals proceeding, Docket Nos. 080407-EG through 080413-
EG, should be updated, instead of performing a completely new study.  Further, parties discussed 
minimum testimony requirements and what level of analysis could be reasonably conducted by 
the parties within the timeframe of the docket.  Consistent with Order No. PSC-09-0855-FOF-
EG in the previous goals proceeding, parties agreed that supply-side efficiencies would not be 
addressed in this proceeding.  On July 26, 2013, seven dockets were established to set numeric 
conservation goals for each of the FEECA Utilities, the fifth such proceeding. 

By the Order Establishing Procedure (OEP), Order No. PSC-13-0386-PCO-EU, issued 
August 19, 2013, the dockets for each of the affected Utilities were consolidated for purposes of 
hearing and controlling dates were established.  The Order established minimum testimony 
requirements for the FEECA Utilities, including a description of how the Technical Potential 
Study was updated, economic and achievable potential for a base case, sensitivities on fuel 
prices, free-ridership periods, and carbon dioxide costs, as well as information on their Solar 
Pilot programs. 

By Order No. PSC-14-0112-PCO-EU, issued February 26, 2014, the controlling dates 
were revised, moving the hearing to July 21-23, and July 30-31, 2014.  Order No. PSC-14-0154-
PCO-EU, issued April 7, 2014, established the issues for the dockets.  Pursuant to Order No. 
PSC-14-0189-PCO-EU, issued April 22, 2014, the controlling dates were modified to extend the 
intervenor and rebuttal testimony deadlines to May 19, 2014, and June 10, 2014, respectively. 

On August 23, 2013, FPUC filed a petition requesting to establish its numeric goals by 
use of a proxy methodology and to waive the filing requirements of Order No. PSC-13-0386-
PCO-EU.  On October 2, 2013, OUC filed a petition requesting to establish its numeric goals by 
use of a proxy methodology, similar to the request filed by FPUC. 

By Order No. PSC-13-0645-PAA-EU, issued December 4, 2013, we approved the use of 
a proxy methodology to establish the numeric goals for both OUC and FPUC.  By using a proxy 
methodology, OUC and FPUC were able to avoid costs associated with performing the analyses 
required by the minimum testimony requirements which would have represented a hardship to 
their customers.  Both OUC and FPUC were excused from the filing and participation 
                                                 
1 See DN 080407-EG, In re: Commission review of numeric conservation goals (Florida Power & Light Company); 
DN 080408-EG, In re:  Commission review of numeric conservation goals (Progress Energy Florida, Inc.); DN 
080409-EG, In re:  Commission review of numeric conservation goals (Tampa Electric Company); DN 0804010-
EG, In re:  Commission review of numeric conservation goals (Gulf Power Company); DN 080411-EG, In re:  
Commission review of numeric conservation goals (Florida Public Utilities Company); DN 080412-EG, In re:  
Commission review of numeric conservation goals (Orlando Utilities Commission); DN 080413-EG, In re:  
Commission review of numeric conservation goals (JEA). 
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requirements of the July 2014 hearing.  However, both OUC and FPUC will be responsible for 
filing numeric conservation goals based upon the proxy utilities, TECO and Gulf, respectively, 
within ten days of a Final Order establishing goals for those utilities.  We granted our staff 
administrative authority to validate the calculations of the respective numeric conservation goals 
submitted by OUC and FPUC who shall file their respective demand side management plans 
within 90 days of the Final Orders establishing goals for their respective proxies. 

We acknowledged the intervention of the Florida Department of Agriculture and 
Consumer Services (FDACS) on September 10, 2013.2  The Sierra Club and the Florida 
Industrial Power Users Group (FIPUG) were granted leave to intervene on February 7, 2014.3  
The Southern Alliance for Clean Energy (SACE) and White Springs Agriculture Chemicals, Inc. 
d/b/a PCS Phosphate (PCS Phosphate) were granted leave to intervene on March 18, 2014.4  
Wal-Mart Stores East, LP and Sam’s East, Inc. (collectively referred to as Walmart) were 
granted leave to intervene on April 7, 2014.5  The Environmental Defense Fund (EDF) was 
granted leave to intervene on May 16, 2014.6  We acknowledged the intervention of the Office of 
Public Counsel (OPC) on May 29, 2014.7  The Florida State Conference of the National 
Association for the Advancement of Colored People (NAACP) was granted leave to intervene by 
the Prehearing Order on July 11, 2014.8 

We held an evidentiary hearing on July 21, 22, and 23, 2014.  During the hearing, we 
approved a stipulation to establish goals for JEA based upon the savings associated with core 
measures JEA intends to offer its electric customers.  A copy of this stipulation is included as 
Attachment A.  We have jurisdiction over this matter pursuant to Sections 366.80 through 
366.82, F.S. 

TECHNICAL POTENTIAL STUDY 

FPL stated that the update to the 2009 Technical Potential Study provided an adequate 
assessment of the full technical potential of all measures, with collaboration among all FEECA 
utilities and extensive analytical work to ensure it was thoroughly comprehensive. DEF stated 
that it utilized the agreed-upon methodology for updating the 2009 Technical Potential Study.  
TECO asserted that the practice of updating a previous Technical Potential Study has been 
utilized in previous goal-setting proceedings when the foundational data was deemed to still be 
accurate, and that it is appropriate in this case.  At the publicly noticed workshop meeting on 
June 17, 2013, Gulf asserted that the parties and our staff agreed that an update to the 2009 
Technical Potential Study was appropriate, rather than undertaking an entirely new study.  

                                                 
2 See Order No. PSC-13-0420-PCO-EU, issued September 10, 2013, (FDACS). 
3 See Order Nos. PSC-14-0097-PCO-EU (Sierra Club) and PSC-14-0097-PCO-EI (FIPUG), issued February, 7, 
2014. 
4 See Order Nos. PSC-14-0135-PCO-EI (SACE) and PSC-14-0136-PCO-EI (PCS Phosphate), issued March 18, 
2014. 
5 See Order No. PSC-14-0153-PCO-EU (Walmart), issued April 7, 2014. 
6 See Order No. PSC-14-0239-PCO-EI (EDF), issued May 16, 2014. 
7 See Order No. PSC-14-0269-FOF-EU (OPC), issued May 29, 2014. 
8 See Order No. PSC-14-0356-PHO-EU (NAACP), issued July 11, 2014. 
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FDACS asserts that all parties present at the June 17, 2013, workshop agreed to the 
update of the 2009 Technical Potential Study, and the resulting 2014 Technical Potential Study 
represents a collaborative update of the previous study which was approved by us as adequate. 
NAACP stated that the assessment of the full technical potential of all available demand-side and 
supply-side conservation and energy efficiency measures is adequate.  EDF, FIPUG, PCS 
Phosphate, SACE, Sierra Club, Walmart and OPC did not provide arguments directly related to 
the information discussed. 

Analysis 

 Chapter 366.82(3), F.S., states in relevant part that in developing Demand-Side 
Management (DSM) goals, we “shall evaluate the full technical potential of all available 
demand-side and supply-side conservation and efficiency measures . . .”  In Order No. PSC-13-
0386-PCO-EU, we required the FEECA Utilities to develop an updated version of the 2009 
Technical Potential Study used during the last goals proceeding.9  This Order was based upon an 
agreement made during a meeting held by our staff with utility representatives and interested 
parties on June 17, 2013.  At that meeting our staff expressed a desire to streamline the goal 
setting process and to build upon the work done in 2009.  We had previously determined the 
2009 Technical Potential Study to be an adequate assessment of the technical potential of all 
available demand-side conservation and efficiency measures in its final order setting 
conservation goals in 2009 by Order No. PSC-09-0855-FOF-EG.10 

The utilities worked jointly on the methodology for updating the Technical Potential 
Study, and each FEECA Utility employed this common methodology in developing its technical 
potential for the 2015-2024 goals period.  The methodology employed by the Utilities began 
with the 2009 Technical Potential Study which identified all of the annual energy and winter and 
summer peak demand savings available in the state that could be implemented without regard to 
economic, customer acceptance, or other real-world constraints. In updating the study for the 
2015-2024 goal setting period, the FEECA Utilities worked together to develop a multi-step 
process.  The first step was simply establishing the 2009 Technical Potential Study as the 
common reference point from which each utility would begin, since this study was already 
accepted as a comprehensive list of unique conservation and efficiency measures.  

The next step in updating the Technical Potential Study involved making adjustments to 
compensate for the increase in mandatory equipment and appliance efficiency codes and 
standards implemented by federal and state entities. Because the Florida building codes and the 
Federal equipment manufacturing standards have changed significantly in the last five years to 
increase the required minimum standards, the utilities found it necessary to take into 
consideration the subsequent decrease in incremental energy efficiency and demand reduction 

                                                 
9 See Order No. PSC-13-0386-PCO-EU, Issued August 19, 2013, Order Consolidating Dockets and Establishing 
Procedure, in Docket Nos. 130199-EI, 130200-EI, 130201-EI, 130202-EI, 130203-EM, 130204-EM, and 130205-
EI. 
10 See Order No. PSC-09-0855-FOF-EG, Issued December 30, 2009, Final Order Approving Numeric Conservation 
Goals, in Docket Nos. 080407-EG, 080408-EG, 080409-EG, 080410-EG, 080411-EG, 080412-EG, and 080413-EG. 
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potential in the 2009 Technical Potential Study have been carried forward, resulting in a 
conservative estimate of the full technical potential. Sierra Club asserted that the Utilities’ 
calculations of technical potential significantly understate the full value of technical potential in 
Florida, and ignore important technologies. These arguments were rejected in Order No. PSC-
09-0855-FOF-EG, the 2009 final order setting goals, in which the 2009 Technical Potential 
Study was found adequate. 

Decision 
 
Consistent with Order No. PSC-13-0386-PCO-EU, the FEECA Utilities employed a 

common methodology wherein the Technical Potential Study utilized for the 2009 goal-setting 
proceeding was updated to reflect new technologies, current marketplace conditions, and 
appliance and efficiency standards.   

 
REFLECTION OF COSTS AND BENEFITS 

 The FEECA utilities agree the Participants test is appropriate because it captures all of 
the relevant costs and benefits for customers who participate in DSM measures. FDACS also 
agrees that the Participants test is appropriate.  

EDF, FIPUG, NAACP, PCS Phosphate, Walmart, and OPC did not provide arguments 
directly related while SACE and Sierra Club were the only parties to disagree with the 
appropriateness of the Participants test, though neither did so explicitly.  SACE stated its opinion 
that the Total Resource Cost (TRC) test should be used in place of the combined Rate Impact 
Measure (RIM) test and Participants test. Sierra Club asserts that the RIM test does not satisfy 
the requirements of the FEECA statute because it does not accurately account for the costs and 
benefits to customers who elect to participate in measures.  

Analysis 

Chapter 366.82(3)(a), F.S., requires that in establishing the goals, we take into 
consideration the costs and benefits to customers participating in the measure.  During the 2009 
goals proceeding this concern was vetted by many of the same parties in this proceeding 
including SACE, FIPUG, and the FEECA utilities.  As part of that proceeding we issued Order 
No. PSC-09-0855-FOF-EG, p. 12, which stated the following: 

We find that the Participants Test, as used by the utilities in this proceeding, 
satisfies the requirements of Section 366.82(3)(a), F.S.  As described in Rule 25-
17.088, F.A.C., the Participants Test measures the impact of the program on the 
participating customers.  Based on the evidence in the record, as well as existing 
Commission Rules, we find that the Participants Test must be considered when 
establishing conservation goals in order to satisfy Section 366.82(3)(a), F.S. 

The goals for energy efficiency and demand savings proposed by the FEECA Utilities are 
based on measures which all pass the Participants test.  The Participants test is designed to 

20190018-DEF-0040829



ORDER NO. PSC-14-0696-FOF-EU 
DOCKET NOS. 130199-EI, 130200-EI, 130201-EI, 130202-EI, 130203-EM, 130204-EM, 
130205-EI 
PAGE 11 
 
determine whether a measure makes economic sense for customers who choose to participate in 
a particular DSM measure. The economic elements accounted for by the Participants test are bill 
savings, incentives received, and tax credits received by the participating customer. The 
Participants test is a useful tool in assessing the impacts on potential participants, since this 
screening test fully accounts for all potential benefits received, as well as costs incurred, by a 
customer participating in a DSM measure.  

No party took issue with the use of the Participants test, although both SACE and Sierra 
Club expressed the opinion that TRC was the only appropriate test, and is in fact mandated by 
the FEECA Statute.  As discussed later, although SACE and Sierra Club advocate the usage of 
the TRC test, neither party suggested goals based on the TRC test 

Decision 
 

Consistent with Order No. PSC-09-0855-FOF-EG, the FEECA utilities correctly 
calculated the costs and benefits to the customers participating in the energy savings and demand 
reduction measures included in their goals by properly utilizing the Participants test.  The goals 
proposed by the utilities adequately reflect these costs and benefits, pursuant to Section 
366.82(3)(a), F.S.    

COST-EFFECTIVENESS TESTS 
 

FPL contends that only the combination of the Participants and RIM tests reflect the 
benefits and costs incurred by participants and by all of a utility’s customers.  FPL concludes that 
the use of these two tests meets the statutory criteria included in Section 366.82(3)(b) F.S.  

 DEF asserts that using the RIM and Participants Tests ensures that goals (and subsequent 
programs) will result in all customers, participants and non-participants, receiving rates and bills that 
are no higher than they would have been without the DSM programs.  DEF additionally contends that 
the RIM test is designed to eliminate the subsidization of participants by non-participants while 
the TRC test, benefits participants to the detriment of non-participants.  

TECO and Gulf express similar views with respect to the use of the RIM and Participants 
tests to meet the requirements Section 366.82(3)(b) F.S. Gulf additionally notes that 366.82(3)(b) 
F.S., does not reference a specific cost-effectiveness test by name.  

FIPUG contends that we must not overlook rate impact as it evaluates RIM-based goals. 
Similarly the NAACP opines that the RIM test accounts for the costs and benefits incurred and 
consistently results in the lowest rates and costs for participants and non-participants. PCS 
Phosphate also provides a similar argument asserting that use of the TRC test, as suggested by 
SACE, is dismissive of customer rate impacts.  

SACE states that Section 366.82(3)(b), F.S., requires that we employ the TRC test.  
SACE concludes that the TRC test singularly meets the requirement of Section 366.82(3)(b) 
F.S., without having to use two tests (RIM and Participants), as the Utilities do. Likewise, Sierra 
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Club states that the TRC test is the best test to indicate “costs and benefits to the general body of 
ratepayers as a whole” under Section 366.82(3)(b) F.S.  

FDACS advocates that we consider the Participants, RIM, and TRC tests when 
establishing goals. EDF, Walmart, and OPC did not provide directly related arguments. 

Analysis 

In 2008, the Legislature amended Section 366.82(3)(b), F.S., requiring us, in establishing 
goals, to consider “[t]he costs and benefits to the general body of ratepayers as a whole, 
including utility incentives and participant contributions.” During the 2009 goals proceeding this 
issue was vetted by many of the same parties in this proceeding including SACE, FIPUG, and 
the FEECA Utilities.  As part of that proceeding we issued Order No. PSC-09-0855-FOF-EG, p. 
15, which stated the following:  

. . . consideration of both the RIM and TRC tests is necessary to fulfill the 
requirements of Section 366.82(3)(b), F.S.  Both the RIM and the TRC Tests 
address costs and benefits beyond those associated solely with the program 
participant.  By having RIM and TRC results, we can evaluate the most cost-
effective way to balance the goals of deferring capacity and capturing energy 
savings while minimizing rate impacts to all customers. 

As part of this proceeding, Order No. PSC-13-0386-PCO-EU required the FEECA 
Utilities to provide, as part of their pre-filed testimony and exhibits, the achievable demand and 
energy savings potential for both a RIM based evaluation and a TRC based evaluation.  Our staff 
reviewed the Utilities pre-filed testimony and exhibits and determined that they conform to the 
requirements of our procedural order.  

Although the Utilities filings included cost and benefit information associated with RIM 
and TRC based goals, the utilities provided testimony supporting use of the RIM and Participants 
tests as the best way to adequately reflect the costs and benefits to the general body of ratepayers 
as a whole, including utility incentives and participant contributions. While the Utilities 
advocated that the RIM test, in conjunction with the Participants test, fulfilled the requirements 
of Section 366.82(3)(b), F.S., Sierra Club and SACE stated to the contrary. SACE witness Mims 
testified that FEECA mandates that utilities use the total resource cost TRC test.  

While no party provided testimony supporting the use of both the RIM and TRC test, 
several witnesses cited Order No. PSC-09-0855-FOF-EG in supporting their arguments for use 
of the RIM test or TRC test.  Moreover, FPL witness Deason testified that it is his belief that 
Section 366.82(3)(b) F.S., does not prescribe one cost-effectiveness test to the exclusion of 
another. DEF witness Duff similarly testified that he believes we have flexibility to consider 
results under the RIM and TRC tests. Lastly, Gulf witness Floyd testified that the statute does not 
specifically name any cost-effectiveness test as being the standard, but rather that the statute 
references aspects of both the RIM and TRC tests.  Consideration of both the RIM and TRC is 
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necessary to fulfill the requirements of Section 366.82(3)(b), F.S.  and is consistent with 
Commission precedence.   

Decision 

We find that consideration of both the RIM and TRC is necessary to fulfill the 
requirements of Section 366.82(3)(b), F.S.  Consistent with Order No. PSC-13-0386-PCO-EU, 
the Companies provided information based on the RIM and TRC tests. 

INCENTIVES 

 FPL asserts that because its goals reflect measures that pass both the Participants and 
RIM tests, incentives are adequately reflected in its proposed DSM goals.  FPL additionally 
asserts that utility incentives are not needed at this time.  

 Gulf contends that its use of the RIM and Participants tests provides incentives to 
customers through the payment of rebates.  Gulf additionally opines that utility performance 
incentives are not needed under a RIM based goal proposal.  Gulf concludes that consideration of 
utility performance incentives may be warranted if we were to adopt the recommendations of the 
SACE, Sierra Club, and EDF.  

 SACE suggests that utilities should be provided performance incentives for achievement 
of DSM goals. With respect to customer-owned energy efficiency, Sierra Club contends that 
incentives provided through efficiency programs are needed for customers to adopt the optimal 
levels of energy efficiency.)  FDACS states that the additional costs associated with utility 
incentives will be added to customers’ bills and would therefore result in a greater burden on 
customers. DEF, TECO, EDF, FIPUG, NAACP, PCS Phosphate, Walmart, and OPC did not 
provide arguments directly related to the information discussed. 

Analysis 

In establishing DSM goals, Section 366.82(3), F.S., requires us to consider whether 
incentives are needed to promote both customer-owned and utility-owned energy efficiency and 
demand-side renewable energy systems.   

 Regarding customer incentives, each Utility’s filing included evaluations based on the 
Participants Test paired with the RIM and TRC test respectively. The Participants Test takes into 
consideration incentives to customers.  We found no evidence in the record opposing the use of 
the Participants Test as a means to reflect the need for customer incentives.  Therefore, we find 
that that the use of the Participants Test adequately reflects the need for customer incentives.  
Additionally, that customer incentives shall be considered at the programs approval phase which 
follows the goal setting proceeding.  In Order No. PSC-09-0855-FOF-EU, p. 24, we stated the 
following: 

20190018-DEF-0040832



ORDER NO. PSC-14-0696-FOF-EU 
DOCKET NOS. 130199-EI, 130200-EI, 130201-EI, 130202-EI, 130203-EM, 130204-EM, 
130205-EI 
PAGE 14 
 

With regard to customer-owned energy-efficiency and demand-side renewable 
energy systems, incentives are typically provided through each DSM program.  
Our staff evaluates each program proposed by a utility prior to making a 
recommendation as to whether it should be approved.  Part of our staff’s 
evaluation process includes an analysis of the cost-effectiveness tests performed 
by the utility, including the appropriateness of any incentives the utility proposes 
to offer to customers taking advantage of a particular program as well as the cost 
and benefits to all customers.  Therefore, in our view, a mechanism for providing 
customers with incentives is already in place and we should continue to make 
decisions about customer incentives on an individual program basis.  We find that 
it is not necessary to establish additional incentives for customers at this time as 
doing so would result in higher rates for all customers.  

We find it is not necessary to establish additional incentives for customers at this time.  

 Concerning utility-owned energy efficiency and demand-side renewable energy systems, 
Section 366.82(8), F.S., states: 

The commission may authorize financial rewards for those utilities over which it 
has rate setting authority that exceed their goals and may authorize financial 
penalties for those utilities that fail to meet their goals, including, but not limited 
to, the sharing of generation, transmission, and distribution cost savings 
associated with conservation, energy efficiency, and demand-side renewable 
energy systems additions. 

The Utilities take the position that there is no need to establish incentives if we approve 
RIM based goals.  Sierra Club witness Woolf testified that we should open a generic docket to 
investigate opportunities to establish shareholder performance incentives to help provide positive 
financial incentives for the Utilities to implement successful DSM programs. SACE witness 
Mims testified that a lost revenue adjustment mechanism and performance incentives for utilities 
need to be put in place. Witness Mims testified that such incentives could be based on a 
percentage of customer savings. While Witness Mims advocated for utility incentives, she did 
not provide a methodology for which we should calculate such incentives nor did she intimate 
that such incentives should be established at this time.  This was also discussed during the 2009 
goals proceeding.  By Order No. PSC-09-0855-FOF-EU, p. 24, we recognized that such 
incentives would be a cost to ratepayers and stated the following: 

We believe establishing incentives during this proceeding would unnecessarily 
increase costs to ratepayers at a time when consumers are already facing financial 
challenges.  Increasing rates in order to provide incentives to utilities is more 
appropriately addressed in a future proceeding after utilities have demonstrated 
and we have evaluated their performance. 

Witness Mims did not provide evidence with respect to the potential rate impact of utility 
incentives.  Therefore, based on the record evidence, and consistent with Order No. PSC-09-
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0855-FOF-EU, we find that the Utilities’ exclusion of utility incentives adequately reflects the 
need, at this time, for such incentives.  This Order does not preclude a Utility from petitioning us 
for an additional return on equity based upon its performance. 

Decision 
 

We find that the Utilities’ methodology of applying customer incentives for the purpose 
of establishing goals in this proceeding is adequate.  We further find that performance incentives 
for Utilities are not necessary at this time. 

 

COSTS OF GREENHOUSE GAS REGULATIONS 

The FEECA Utilities stated that since there are no current state or federal regulations on 
the emissions of greenhouse gases, their proposed goals appropriately reflect a zero cost for CO2 
in the base case scenario. FPL stated that it correctly followed the OEP in this docket which 
required the FEECA Utilities not to include CO2 costs in the base case. FPL asserts, however, 
that the CO2 compliance costs used in its sensitivity analysis are reasonable, but that it is too 
early to reflect compliance costs associated with the draft Environmental Protection Agency 
(EPA) regulation in the base case. DEF stated that the form of carbon regulation, and resulting 
value of CO2 compliance costs, is becoming more “speculative” than in the last goal-setting 
process.  As a result of the uncertainty surrounding future carbon regulation, DEF asserted there 
was no need to include a cost of CO2 emissions in the current goal-setting process. TECO 
contended that the future of Greenhouse gas regulation is anything but settled, and although EPA 
issued proposed CO2 regulations, the rule has not yet been adopted. TECO asserted that it is still 
not known:  (a) whether or when the CO2 reduction-related requirements will become final; or 
(b) what the final requirements may be. Similarly, Gulf states that it is not incurring costs 
associated with existing state or federal regulations on the emissions of greenhouse gases.  
Therefore, Gulf asserts it has appropriately not included assumptions of costs of CO2 emissions 
in the development of proposed goals.  

 
Sierra Club asserted that we should require the cost of recent federal regulations in the 

base case analysis. Witness Woolf opined that all of the FEECA Utilities should have included 
the reasonable estimates of greenhouse gas compliance costs. Witness Woolf also asserted that 
we should “give no weight” to the results of DEF’s and FPL’s CO2 sensitivity analyses as the 
Utilities’ forecasted CO2 costs were understated. Moreover, Sierra Club stated that since there is 
an overlap in the timeline for compliance with EPA’s proposal to regulate CO2 from existing 
sources and that proposal includes an energy efficiency target for the state we should not wait to 
address the proposed rule. Therefore, Sierra Club asserted that we should re-open the FEECA 
docket to revisit the goals to account for the provisions in the proposal by summer of 2015.  

 
SACE stated that the FEECA Utilities did not accurately consider the future cost of CO2 

regulation and the ability to use energy efficiency as a compliance mechanism for future EPA 
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regulations. EDF notes that renewable energy resources can be used to comply with the EPA’s 
Clean Power Plan.  

OPC, FDACS, and FIPUG all agreed that there are no currently imposed costs resulting 
from state or federal regulations on the emission of greenhouse gases.  FDACS also stated that it 
would be premature to include a cost of compliance with regulations that are not currently in 
their final form. Further, FDACS asserted that if the proposed EPA rule becomes final and 
compliance costs are established, we have the ability to modify FEECA plans. Walmart, PCS 
Phosphate and NAACP did not specifically address this concern. 

 
Analysis  

 
When establishing conservation goals, Section 366.82(3)(d), F.S., requires us to consider 

the costs imposed by state and federal regulations on the emission of greenhouse gases.  The 
statute neither defines “greenhouse gases,” nor requires us to actually develop costs or require 
their inclusion as part of its findings.  The FEECA Utilities have viewed any costs imposed for 
the regulation of CO2, one of the greenhouse gases, as satisfying this statutory requirement.  Of 
the greenhouse gases, CO2 has been regarded as the most likely to be regulated because of prior 
proposed legislation.   

 
In June 2014, the Environmental Protection Agency (EPA) published a proposal to 

regulate CO2 from existing electric utility generating units.11  That rule is not expected to be 
finalized until June 2015, with an initial proposed compliance date of 2020.  FPL outlined the 
timeline, as shown below, for the implementation of the EPA’s proposal, barring any delays 
from legal challenges. DEF further explained that under the current proposal, there is a ten year 
glide path from the interim emission goals for 2020 and the final emission goals in 2030.  We 
note that following the statutory timeframe contained in Section 366.82(6), F.S., we are required 
to establish new FEECA goals in 2019, prior to the first interim EPA goals.  

The following timeline summarizes the EPA schedule: 

• June 2014:  proposed regulations are issued and comments are requested 

• June 2015:  final regulations are to be issued 

• June 2016:  state implementation plans are to be filed 

• June 2017:  possible one-year extension to filing of state implementation plans  

• June 2018:  multi-state implementation plans to be filed 

• 2020:  first year that interim average emission goals are to be met 

• 2030:  first year that final emission goals are to be met 
 

                                                 
11 See Carbon Pollution Emission Guidelines for Existing Stationary Sources:  Electric Utility Generating Units,” 79 
Fed. Reg., pp. 34830-01 (June 18, 2014), http://www.gpo.gov/fdsys/pkg/FR-2014-06-18/pdf/2014-13726.pdf.  
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According to the minimum filing requirements outlined in Order No. PSC-13-0386-PCO-
EU, the FEECA Utilities were required to propose goals that exclude costs associated with CO2 
emissions.12  The FEECA Utilities were permitted to include a sensitivity analysis that included a 
cost for CO2 emissions, provided it was consistent across all utilities and each utility included a 
detailed description of how the sensitivity was developed.  Accordingly, none of the FEECA 
Utilities included a cost of CO2 compliance in the base case when developing their respective 
proposed goals.  Additionally, DEF and FPL chose to include a CO2 sensitivity analysis, whereas 
TECO and Gulf did not.  
 
Prior Inclusion of CO2 Cost Estimates  
 

In the 2009 goals proceeding, TECO and DEF both explained that all of the FEECA 
Utilities believed that the cost of carbon regulation would be incurred by the Utilities relatively 
close to the prior goal-setting. As a result, each Utility in that proceeding added a cost impact of 
CO2 regulation in its base case analysis, and subsequently we approved goals that included cost 
estimates for future greenhouse gas emissions.13  As CO2 legislation did not become effective, 
witness Bryant estimated that the rate impact on TECO’s customers from including cost 
estimates over the past five years totaled approximately $37 million. Witness Bryant’s testimony 
implies that the current goals set for TECO are higher than they should be, and that TECO 
customers are funding programs that would not have been implemented, except for the inclusion 
in the prior goal-setting process of CO2 cost, that did not materialize.   

Utilities with CO2 Sensitivity  
 

DEF and FPL included a CO2 sensitivity analysis that was consistent across the two 
Utilities.  The Utilities provided additional information describing how those costs were 
developed as instructed by the OEP.14 FPL and DEF both individually developed a CO2 
compliance cost forecast, and averaged their individual Utility’s forecasted CO2 costs to arrive at 
a “composite” CO2 cost forecast to include in their sensitivity analyses.  FPL’s projected annual 
CO2 compliance costs were developed by an external consulting firm; whereas, DEF’s annual 
CO2 compliance costs were developed internally.  

 
As seen in Table 2-1, compliance costs are forecasted to be zero until 2022 and increase 

yearly thereafter.  However, given that there are no currently imposed CO2 regulations, 
forecasted compliance costs remain highly speculative.  Additionally, as described in the 
following section, FPL and DEF concluded that the impact of their sensitivity analyses did not 
materially change the results of either Utility’s proposed goals. Further, although EDF, SACE, 

                                                 
12 See Order No. PSC-13-0386-PCO-EU, Attachment A. 
13 See Order No. PSC-09-0855-FOF-EG, issued December 30, 2009, in Docket Nos. 080407-EG, 080408-EG, 
080409-EG, 080410-EG, 080411-EG, 080412-EG, 080413-EG, In re:  Commission review of numeric conservation 
goals (Florida Power & Light Company, Progress Energy Florida, Inc., Tampa Electric Company, Gulf Power 
Company, Florida Public Utilities Company, Orlando Utilities Commission, and JEA), pp. 15-16. 
14 See Order No. PSC-14-0356-PHO-EU. 
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come into being. Additionally, although Gulf included CO2 compliance costs in its base case for 
the prior goal-setting docket, Gulf believes inclusion of such costs was not consistent with its 
Ten-Year Site Plan at that time. In this docket, to be consistent with their 2013 Ten-Year Site 
Plan, Gulf did not believe it should include a sensitivity analysis for CO2 since CO2 assumptions 
were not included in the determination of the avoided unit used in the development of their 
proposed goals. Although TECO and Gulf did not include a CO2 sensitivity analysis in their 
filings, TECO and Gulf correctly followed the provisions of Order No. PSC-13-0386-PCO-EU, 
regarding this issue.    
 
Proposed CO2 Regulation  

 
At the hearing, some discussion was held regarding the overlap of this goal setting docket 

and whether utilities would be required to increase their DSM offerings to meet EPA’s proposed 
requirements.  Although the Utilities indicated that they are currently reviewing the proposal, 
exact details of its requirements cannot be known until the state files, and gets EPA approval on, 
an implementation plan to address the proposed CO2 emissions limits. FPL witness Sim also 
testified that it is too early to conclude what effect the proposed draft regulation could have on 
CO2 compliance costs.  Under the current proposal, the exact requirements may not be known 
until after EPA approves Florida’s state implementation plan, which can be submitted as late as 
June 2018.15  Section 366.82(3)(d), F.S., requires us to consider actual compliance costs, rather 
than proposed or future costs when setting DSM goals.  Therefore, we disagree with SACE and 
Sierra Club’s position that we should set goals based, in part, on the proposed EPA regulations 
since the ultimate compliance requirements, including the timing of compliance and the role 
energy efficiency may play, have yet to be finalized at this time.     

Witness Bryant pointed out that pursuant to Section 366.82(6), F.S., we can open a new 
goal-setting docket at any point (but not later than every five years).  When asked about the 
FEECA Utilities’ abilities to add new programs, witness Bryant pointed to the 2004-2005 
hurricane season as an example of how quickly we and utilities can respond to changing 
regulations. Further, FPL pointed out that the schedule outlined in EPA’s proposal does not 
require compliance towards goals until 2020, which is a year after we are scheduled to review 
DSM goals. Therefore, once the costs of compliance with EPA’s proposed regulations become 
effective, if at all, we can require a reevaluation and re-establishment of FEECA goals with the 
accommodating new programs.   

Decision 
 

Currently, there are no costs imposed by state and federal regulations on the emissions of 
greenhouse gases.  Therefore, consistent with Order No. PSC-13-0386-PCO-EU, the Utilities 
filed base case goals assuming a cost of zero dollars for CO2.  Pursuant to Section 366.82(6), 
F.S., we may change the goals for a reasonable cause.  Once the compliance costs associated 

                                                 
15 See Carbon Pollution Emission Guidelines for Existing Stationary Sources: Electric Utility Generating Units,” 79 
Fed. Reg., p. 34900 (June 18, 2014), http://www.gpo.gov/fdsys/pkg/FR-2014-06-18/pdf/2014-13726.pdf.  
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with any regulations on the emission of Greenhouse gases are known, including CO2, we have 
the authority to review and, if appropriate, modify goals.   
 

COST-EFFECTIVENESS TESTS 

The FEECA Utilities universally propose the usage of a combination of the Participants 
test and the RIM test to set goals.   The FEECA Utilities also state that the RIM test addresses 
cross-subsidization between DSM program participants and non-participants.  

FPL, DEF, and TECO state the selection of the RIM test is consistent with previous 
Commission precedent, and refer to the 1994 Goals Order, Order No. PSC-94-1313-FOF-EG, 
which opted to select goals based upon the RIM test.16 DEF and TECO note that while we 
elected to base goals on the Enhanced TRC test in the 2009 Goals Order, Order No. 09-0855-
FOF-EG, we ultimately rejected plans proposed to meet those goals due to adverse rate impacts 
to customers.17  

NAACP asserts that we should use the RIM test to address concerns of cross-
subsidization and minimize rates, particularly for low income and minority ratepayers. NAACP 
also refers to the 1994 Goals Order, and suggests that RIM test will produce the lowest rates.   

FIPUG and PCS Phosphate state that we should establish goals based upon the RIM test. 
PCS Phosphate states that rates are highly important to its members, and that the TRC test does 
not adequately address rate concerns.   

OPC elected to take no position with regards to the appropriate cost-effectiveness test, 
but states that if we elect to base goals on the RIM test then the FEECA Utilities should not be 
eligible to receive rewards for exceeding the goals.  OPC asserts that whichever cost-
effectiveness test or tests we select should protect the general body of ratepayers from undue rate 
impacts.  

                                                 
16 See Order No. PSC-94-1313-FOF-EG, issued October 25, 1994, Docket No. 93-0548-EG, In re:  Adoption of 
Numeric Conservation Goals and Consideration of National Energy Policy Act Standards (Section 111) by Florida 
Power and Light Company; Docket No. 93-0549-EG, In re:  Adoption of Numeric Conservation Goals and 
Consideration of National Energy Policy Act Standards (Section 111) by Florida Power Corporation; Docket No. 
93-0550-EG, In re:   Adoption of Numeric Conservation Goals and Consideration of National Energy Policy Act 
Standards (Section 111) by Gulf Power Company; Docket No. 93-0551-EG, In re:  Adoption of Numeric 
Conservation Goals and Consideration of National Energy Policy Act Standards (Section 111) by Tampa Electric 
Company. 
17 See Order No. 09-0855-FOF-EG, issued December 30, 2009, Docket No. 080407-EG, In re:  Commission Review 
of numeric conservation goals (Florida Power & Light Company); Docket No. 080408-EG, In re:  Commission 
Review of numeric conservation goals (Progress Energy Florida, Inc.); Docket No. 080409-EG, In re:  Commission 
Review of numeric conservation goals (Tampa Electric Company); Docket No. 080410-EG, In re:  Commission 
Review of numeric conservation goals (Gulf Power Company); Docket No. 080411-EG, In re:  Commission Review 
of numeric conservation goals (Florida Public Utilities Company); Docket No. 080412-EG, In re:  Commission 
Review of numeric conservation goals (Orlando Utilities Commission); Docket No. 080413-EG, In re:  Commission 
Review of numeric conservation goals (JEA). 

20190018-DEF-0040839



ORDER NO. PSC-14-0696-FOF-EU 
DOCKET NOS. 130199-EI, 130200-EI, 130201-EI, 130202-EI, 130203-EM, 130204-EM, 
130205-EI 
PAGE 21 
 

FDACS contends that we should consider both the RIM test and the TRC test when 
establishing goals. FDACS states that by considering multiple tests, we would have a better 
perspective of the cost-effectiveness of conservation measures and potential rate impacts.  

Walmart recommends that we, in addition to the three tests already utilized, should 
establish a new methodology for determining the cost-effectiveness of solar measures that 
includes benefits associated with risk reduction for fuel price volatility, construction costs, and 
environmental regulations. Walmart states that we should engage in workshops or other 
proceedings to evaluate such a methodology.  

EDF asserts that the FEECA Utilities have not accurately calculated the potential benefits 
of solar measures, and therefore the cost-effectiveness analysis conducted is incomplete.  EDF 
identifies several potential benefits not considered in any of the three tests utilized by us, and 
recommends that we should seek to quantify these benefits through studies of distributed solar 
systems.  

Sierra Club states that we should specify that a robust TRC test be used in future studies, 
and that it should include customer incentives, non-energy benefits, and greenhouse gas 
compliance costs.  Sierra Club also recommends the Utility Cost test should be required, which 
Sierra Club states is the optimum test for determining utility revenue requirements and impacts 
on average customer bills.  Sierra Club asserts that the TRC test currently used by us incorrectly 
omits customer incentive payments and non-energy benefits, thereby undervaluing the test.  

SACE asserts that the FEECA Utilities support the RIM test because it provides a 
financial benefit to the utilities, not out of concerns for low income ratepayers. SACE suggests 
that the TRC test meets the statutory requirements of FEECA for reduction in energy 
consumption and peak demand and should be used by us to set goals.    SACE acknowledges that 
rate increases could result from goals based on TRC, but that programs could be designed to 
allow wide participation. SACE also recommends that regulatory policies such as lost revenue 
recovery and performance incentives could be implemented to fully support energy efficiency as 
a resource.  

Analysis 

By Rule 25-17.008(3), Florida Administrative Code (F.A.C.), we adopted a cost-
effectiveness manual that outlines the Participants test, RIM test, and the TRC test for use when 
evaluating the cost-effectiveness of conservation programs.  By providing achievable potential 
based on the Participants test, RIM test, and TRC test, the Utilities have provided us with 
adequate information to consider the impact to all utility customers.  As such, Order No. PSC 13-
0386-FOF-EG, required all utilities to provide achievable potentials for both RIM and TRC 
portfolios. 

Rule 25-17.008(3), F.A.C. does not specify preference for any one test. The FEECA 
statute also does not specify preference for any one test. In the 2009 goals proceeding, we 
interpreted Section 366.82(3), F.S., to require use of multiple tests.   
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Specifically, Order No. PSC-09-0855-FOF-EG, p.15, states that: 
 

. . . consideration of both the RIM and TRC tests is necessary to fulfill the 
requirements of Section 366.82(3)(b), F.S.  Both the RIM and the TRC Tests 
address costs and benefits beyond those associated solely with the program 
participant.  By having the RIM and TRC results, we can evaluate the most cost-
effective way to balance the goals of deferring capacity and capturing energy 
savings while minimizing rate impacts to all customers.   

DEF witness Duff asserts that we have the flexibility to consider all three cost-
effectiveness tests, but suggests that the RIM test and Participants test should be relied upon to 
set goals. We find it appropriate to consider all three cost-effectiveness tests to set goals. 

While SACE and Sierra Club propose we use the TRC test to evaluate programs, neither 
proposes the use of the TRC test to determine goals. Further, EDF, SACE, and Sierra Club 
propose adoption of alternative cost-effectiveness methodologies for some solar Photovoltaic 
(PV) measures.  

Decision 
 

We find that, consistent with Order No. PSC-09-0855-FOF-EG, a combination of the 
Participants test, the RIM test, and the TRC test shall all be used to set goals. 

 
CONSIDERATION OF FREE RIDERS 

 
The FEECA Utilities contend that using a two-year payback criterion is the proper 

method to identify and screen free-ridership as required by Rule 25-17.0021, F.A.C.  
Furthermore, FPL, TECO, and Gulf assert that we have properly recognized the two-year 
payback as the correct criterion to address free-ridership in every DSM goal-setting process since 
1994.  DEF states that it has used a two-year payback period to account for free riders since 
1991.  DEF further asserts that during the program development phase of the proceeding, the 
FEECA Utilities have traditionally included measures that have shorter paybacks to encourage 
low income participation. Gulf also states that if we adopt its proposed goals, the Utility is 
committed to offering a low income program that includes some two-year payback measures.  

 
 FIPUG contends that we should employ a three-year payback screen rather than a two-
year payback screen to ensure that “free riders” are limited as much as possible.  This would 
reduce the rates paid by customers and match the participating customer’s discounted rate of 
return to more reasonable expected returns in today’s market.  
 
 SACE believes that the two-year payback standard for free-ridership should not be used 
because it does not accurately capture free riders and it discriminates against low income 
communities. Additionally, SACE states the two-year payback standard is “a blunt instrument 
that assumes customers will adopt measures without incentives that payback in under two years.” 
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Moreover, SACE asserts that we should require the FEECA Utilities to conduct surveys and 
studies referred to as Evaluation, Measurement, and Verification (EM&V) for all DSM programs 
in Florida in order to study the degree of free-ridership in all programs, especially low income 
communities.  
 
 The Sierra Club contends that there is no evidence to support excluding the two-year 
measures and that such measures are not being adopted without programs to support them. In 
addition, the Sierra Club believes we should reject the two-year payback criterion and use 
reasonable impacts from measurement and verification studies instead of the two-year payback 
criterion.  
 
 The FDACS asserts that the use of a two-year payback screen will not eliminate utility 
incentives to help low income families invest in conservation measures. The FDACS further 
believes that programs may need to be designed and targeted to capture the needs of low income 
customers while eliminating free riders from higher income groups.  
 
 The OPC takes no position on whether goals proposed by the FEECA Utilities 
appropriately reflect consideration of free riders or whether the two-year payback screen is 
appropriate. However, the OPC believes that if we decide that the two-year payback screen is 
appropriate, we should require the FEECA Utilities to increase educational outreach efforts to 
ensure that all ratepayers are aware of low cost energy efficiency measures with paybacks of two 
years or less. Additionally, the OPC believes that special efforts should be made to educate low 
income ratepayers, renters, small businesses and others about the potential cost savings 
associated with such measures.  

 
The EDF, NAACP, PCS, and Walmart did not provide arguments. 
 

Analysis 
 
 A free rider is defined as a customer who receives an incentive for a measure he/she 
would have installed even without receiving a financial incentive from a utility-sponsored 
program. Rule 25-17.0021(3), F.A.C., requires the utilities subject to FEECA to address free 
riders in their goals analyses during the goal setting process.  In order to meet the requirements 
of this section of the Rule, the four FEECA Utilities screened energy efficiency measures and 
removed those that included participant “payback” periods of two years or less.   The rationale is 
that it is reasonable to assume in most situations, individuals will act in an economically 
reasonable manner and invest in energy efficiency measures that will pay for themselves in less 
than two years.  When utilities further incent these investment decisions by way of rebate, the 
costs of the program increase for all customers – those who receive the incentive and non-
participants. 
 

As a whole, the FEECA Utilities assert that the application of a two-year payback screen 
is appropriate for all customers. We initially recognized a two-year payback period to address the 
free-ridership issue in the 1994 DSM goals-setting proceeding.  Since that initial decision, we 

20190018-DEF-0040842



ORDER NO. PSC-14-0696-FOF-EU 
DOCKET NOS. 130199-EI, 130200-EI, 130201-EI, 130202-EI, 130203-EM, 130204-EM, 
130205-EI 
PAGE 24 
 
have consistently approved a two-year payback criterion in our goals-setting proceedings.  In an 
effort to streamline the process and use a consistent set of analyses, Order No. PSC-13-0386-
PCO-EU required the FEECA Utilities to file a baseline and shorter and longer payback periods 
to be used as sensitivities in developing the economic potential level of the analysis. 
 
Methods for addressing free riders 
 
 FPL witness Sim asserts that the intent of the years-to-payback test is to address the “free 
rider” issue so that the utility and all of its ratepayers are not making incentive payments, and 
incurring administrative costs, for DSM measures that customers would likely purchase on their 
own without an incentive. DEF witness Duff contends that since it is difficult to determine 
whether or not a participant in a DSM program would have participated in the program without a 
utility incentive, using a payback period proxy is a reasonable method. DEF witness Duff and 
FPL witness Deason testified that if an energy efficiency measure would pay for itself within two 
years, a customer has an economic reason to engage in that measure. DEF witness Duff and Gulf 
witness Floyd assert that the two-year payback methodology used by the Utilities is an accepted 
industry practice to screen for potential free riders.  
 

Unlike the FEECA Utilities, FIPUG testified that a two-year payback criterion is not 
appropriate and that we should pursue a three-year payback criterion. Although DEF used and 
supports a two-year payback screen, DEF witness Duff testified that residential and 
commercial/industrial customers may have different economic rationales for installing an energy 
efficiency measure, including access to capital and longer-term decision making.  In addition, 
DEF stated that a longer payback period screen may be appropriate for commercial/industrial 
customers and a shorter payback period screen for residential customers. Using a two-year 
payback method results in both commercial/industrial and residential measures being screened 
out from further analyses.  

 
SACE asserts that Florida should replace the two-year payback methodology for 

screening free riders with an EM&V methodology to determine the appropriate level of free-
ridership rates. SACE witness Mims testified that using an EM&V methodology would provide 
performance metrics for each program, account for spillover effects, and determine if changes 
are necessary. In addition, witness Mims contends that using the two-year payback methodology 
is flawed because it incorrectly applies the same free-ridership rate to every measure.  DEF 
witness Duff disagreed with SACE’s assertion that the two-year payback proxy should be 
replaced with an EM&V methodology in this proceeding because each measure requires a 
unique analysis.  When asked about how to use EM&V in the current goal-setting process, 
witness Mims agreed with DEF witness Duff that it is “too late” to use EM&V to calculate free-
ridership. Witness Mims further stated that the EM&V methodology should be evaluated “at the 
program level, but not in this proceeding.”  
 

In summary, the evidence in this docket illustrates that the two-year payback criterion 
remains an appropriate methodology for identifying potential free riders for the purpose of 
setting goals.  No persuasive evidence was presented for the alternate methodologies suggested 
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by the intervenors.  We have consistently approved goals based on this methodology in our 
previous DSM goal setting proceedings.  While the selection of the most appropriate approach to 
account for free riders as required by Rule 25-17.0021(3), F.A.C., is discretionary, the 
overwhelming evidence in this case suggests that the discretionary balance point continues to be 
a two-year payback period.  There may be merit to a longer period for some 
commercial/industrial customers, due to their individual discount rates and availability of capital; 
however, we cannot support the position of FIPUG for a three-year period.  FIPUG provided no 
witness or compelling evidence to support its position that moving to a three-year criterion is 
appropriate for all customer classes and its adoption would further lower the economic potential 
level of demand and energy savings thus, reducing the number of available measures.  Finally, 
the EM&V approach, as advanced by witness Mims, is not suitable due to costs and time 
constraints and is more appropriate for program design.  Furthermore, the current phase in this 
proceeding requires us to address goals, not programs.    
 
Payback sensitivities 
 

According to the minimum filing requirements outlined in Order No. PSC-13-0386-PCO-
EU, the FEECA Utilities were required to perform shorter and longer free-ridership exclusion 
period sensitivities at an economic potential level. The results from the sensitivities illustrated 
that using a shorter payback period threshold translates into more measures being included in the 
achievable potential step of the goal analysis.  Gulf witness Floyd also noted that using a longer 
payback period screen would result in lower goals.  

 
As part of discovery, information from the Utilities was requested that would identify 

measures added to the economic potential when using a payback period of one year rather than 
two years. The results revealed that, in the residential sector, measures such as air conditioner 
maintenance and window tinting provide a payback period between one and two years and would 
therefore be included using a one-year payback screen rather than a two-year payback screen.  
The commercial sector also included measures that related to air conditioner maintenance along 
with lighting control measures.  

 
When addressing changing the payback period screen from two years to one year, DEF 

testified that the increase in the amount of incentives paid to customers to motivate them to 
undertake energy efficiency measures would increase the program costs, resulting in a lower 
cost-effectiveness score of the program.  Therefore, DEF believes that education is more cost-
effective for measures with a quick payback period than decreasing the time of the payback 
period screen.  TECO witness Bryant testified that the results from the sensitivity analysis should 
not be used to establish goals, rather, they were performed to provide us with an indication of 
how the respective cost-effectiveness of the goals are impacted by changing assumptions.  

 
The selection of a payback period to account for free riders is important because it affects 

the level of demand and energy goals ultimately established.  Shorter payback periods increase 
the number of measures that continue on with the achievable potential evaluation.  Thus, shorter 
payback periods result in an increase in the potential MW and MWh savings.  Conversely, longer 
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payback periods reduce the number of measures with commensurate lower MW and MWh 
savings. Directly related to these are the program costs.  More aggressive goals inherently 
require higher utility expenditures, to increase the participation rates, resulting in higher program 
costs and greater cross subsidies between customer classes. 
 
Customer Education 
 

During the hearing, we requested information from the FEECA Utilities how they 
reached out to educate customers on energy efficiency opportunities of measures with less than a 
two-year payback.  In addition, some of the intervenors voiced their support for more consumer 
education in their briefs.  Each of the FEECA Utilities currently provided educational outreach 
programs to their customers.  For example, witness Koch explained that FPL provides 
information to its customers regarding water heater and air conditioner temperatures and 
lighting.  Witness Koch further explained that the Utility provides its customers with information 
through a variety of media venues including radio, television, home, and on-line energy audits, 
which allows the Utility to provide suggestions to its customers regarding energy saving 
opportunities.  In regards to being informed of the benefits of purchasing measures with a two-
year payback, witness Koch states that there is no guarantee all customers would do so even if 
they were informed.  

 
DEF states it has strong educational efforts geared at promoting awareness of efficiency 

measures that have a short payback period.  Witness Duff explained that even with the right 
efficiency equipment, without the proper education, customers may not actually achieve the 
energy savings the measure is intended to deliver. DEF provides a number of education outreach 
efforts for efficiency measures that have a relatively “no cost” or “low cost” and to those 
customer segments that may not have access to the initial capital needed for the purchase of an 
energy efficiency measure.  Additionally, DEF testified that when conducting an energy audit, 
the utility representative reviews energy efficiency measures that the customer can undertake to 
reduce energy usage.  

 
TECO’s outreach programs involve directly assigning TECO employees to visit targeted 

communities, informing customers of efficiency measures and, when absent, installing them in 
those individuals’ homes. TECO also works with community centers and other agencies to 
inform individuals about energy efficiency opportunities.  

 
Gulf asserts that the Utility has placed great emphasis on customer education through its 

audit programs and outreach activities.    In doing so, Gulf provides advice and recommendations 
to its customers concerning energy use and equipment decisions.  

 
Consumer education is a critical component of energy efficiency initiatives that will 

allow customers to get the highest available benefit from energy efficiency measures including 
those with short payback periods.  We find that the two-year payback criterion provides 
sufficient economic incentive to convince a customer to participate in a given energy efficiency 
program while balancing the requirement to account for free riders and minimizing program 
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costs and undue subsidies.  We acknowledge that certain market imperfections, such as lack of 
information, or homeowner versus tenant relationship, could be impediments to some individuals 
investing in energy efficiency opportunities or getting the full value out of such investments.  
The evidence in the record shows that the Utilities endeavor to provide information to their 
customers about energy efficiency opportunities including those with a quick payback.  We find 
that the Utilities should continue to educate customers regarding the benefits of energy efficiency 
opportunities with specific focus on outreach and educating customers on energy efficiency 
measures with payback periods of two years or less. 
 
Low Income 
 

During the hearing, we voiced our concerns regarding how the FEECA Utilities’ goals-
setting analyses affected the low income customer base and questioned the FEECA Utilities 
regarding the types of programs each utility marketed to their low income customers.   In 
addition, some of the intervenors noted in their briefs their concern for the low income market.  
The Sierra Club voiced concerns with the low number of measures available for low income 
communities.   

 
DEF’s witness Duff believes when developing programs to meet their required goals, 

including some measures that have a short payback in a “bundle” with cost-effective programs 
may be appropriate.    Specifically, DEF explained that the measures included in its Low Income 
Weatherization program consist of measures such as compact fluorescent lights, door sweeps, 
weather stripping, faucet aerators, showerheads, and refrigerator coil brushing, all of which have 
a  two-year or less payback.  

 
Using a two-year criterion to screen for potential free riders in the goals-setting stage is 

not so rigid as to prevent low-cost measures from being included in carefully crafted utility 
programs.  Furthermore, while the record indicates that the FEECA Utilities have programs and 
measures to assist their low income customers, the Utilities should continue to evaluate and 
develop measures that will assist and educate such groups.  The FEECA Utilities shall be 
required to address measures targeted for this customer segment in their proposed plans during 
the program development stage of this proceeding.  The FEECA Utilities shall continue to use a 
portfolio approach of information coupled with cost-effective incentives to address this market. 
 
Decision 
 
 In response to Rule 25-17.0021(3), F.A.C., and Order No. PSC-13-0386-PCO-EU, the 
FEECA Utilities filed a base case with a two-year payback to account for free riders.  We 
approved goals based on a two-year payback criterion to identify free riders since 1994 and we 
find it appropriate to continue this policy.  Each Utility should continue to broadly educate all 
customer groups on energy efficiency opportunities.  When the FEECA Utilities file their DSM 
implementation plans, each plan should address how the Utilities will assist and educate their 
low income customers, specifically with respect to the measures with a two-year or less payback. 
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COMMISSION APPROVED GOALS 

RESIDENTIAL 

The FEECA Utilities all propose goals based upon a combination of those measures 
which pass both the RIM test and the Participant’s test.   The FEECA Utilities acknowledge that 
the proposed goals are lower than those established in the 2009 Goals Proceeding, but state that 
this is expected due to lower costs and changes in codes and standards.  The FEECA Utilities 
further suggest that goals based upon the RIM and Participants test address concerns regarding 
cross-subsidization between participants and non-participants and limits rates to all customers.  
The FEECA Utilities state that the goals proposed by Sierra Club and SACE are arbitrary, as 
they are based upon other state’s achievements and not upon a cost-effectiveness analysis.  FPL 
asserts that its proposed goals should be limited based upon its forecasted resource need, and that 
the full achievable potential does not comply with FPL’s proposed planning process.   

 
NAACP does not propose goals, but states that goals should ensure low rates and not 

allow cross-subsidization.  NAACP recommends that we should utilize the RIM test, as it results 
in lower rates for low-income customers.  FIPUG recommends that goals based upon the RIM 
test should be adopted, as they result in low rates.  PCS Phosphate, addressing DEF specifically, 
recommends that we should approve the Utility’s proposed goals, utilizing the RIM test and 
Participants test.   

OPC takes no position as to the goals, but recommends that for residential goals, we 
should approve goals that benefit both participants and non-participants.  OPC states that if we 
approve goals based upon the RIM test, then the FEECA Utilities should not be eligible for a 
reward for exceeding them.  FDACS takes no position as to the goals, but recommends that we 
should balance concerns regarding rates with the goals to be established.  Walmart and EDF took 
no position regarding the goals to be established. 

Sierra Club proposes that the goals should be set to ramp up energy savings to at least 1 
percent of retail energy sales by 2019, or earlier as proposed by SACE.  Sierra Club asserts that 
these goals would result in lower total costs and average bills.  SACE further encourages us to 
reopen the goals docket in 2015 to establish goals based upon compliance obligations with the 
proposed federal greenhouse gas regulations.  Sierra Club recommends that we should reject the 
FEECA Utility’s proposals as too low compared to the accomplishments of other states.   

SACE proposes that a one percent of annual energy savings goal be established for the 
investor-owned utilities.  SACE asserts that the investor-owned utilities have a disincentive to 
establish meaningful goals due to a loss in return on power plants that would be deferred or 
eliminated.  SACE states that it did not base its proposed goals on the FEECA Utilities’ 
economic studies due to multiple fundamental flaws that limited the studies’ value in 
establishing goals.  SACE asserts that the FEECA Utilities are capable of meeting a 1 percent 
annual sales goal because other states have achieved similar results.   
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Analysis  

We must consider multiple factors when determining the FEECA Utilities’ annual 
numeric conservation goals, including those explicitly outlined in Section 366.82(3), F.S. We 
must also consider other concerns within our statutory jurisdiction, such as rates, to determine 
the amount of conservation that is cost-effective and reasonably achievable. 

Demand-side management is an alternate resource to generation driven by economic and 
reliability considerations for Florida’s electric utilities.  The economics of demand-side 
management are similar to generation, with a focus on fixed capacity and avoidable fossil fuel 
cost.  The reliability considerations of demand-side management are significantly different, 
however, as measures tend to be implemented in small increments over time, rely upon voluntary 
participation of customers, and are typically not dispatchable by the utility.   

Changes in market conditions are addressed by each of the utility witnesses, asserting that 
since the 2009 goals proceeding the cost-effectiveness and availability of demand-side 
management measures have decreased.   Specific areas addressed include load forecasts, building 
codes and appliance efficiency standards, and lastly, avoided costs for both fuel and generation. 

Load Forecast 

The FEECA Utilities have experienced a notable decline in growth rates in terms of net 
energy for load since the last goals proceeding.  On a combined basis, the remaining FEECA 
Utilities project net energy for load in 2024 to be approximately equal to the level forecasted for 
2015 during the 2009 Goals Proceeding.  Figure 3-1, compares the 2009 Goals Proceeding 
forecast and the current goals proceeding forecasts for net energy for load.  The current 2014 
Goals Proceeding forecast for DEF, TECO, and Gulf all begin significantly below the 2009 value 
of the 2009 Goals forecast, with DEF not anticipated to exceed this value during the goals 
period.  Only FPL shows growth in comparison to the 2009 Goals Proceeding forecast, but the 
rate of growth is projected to be considerably lower over the goals period.  As noted by TECO 
witness Bryant, this decrease in load also impacts deferring the next avoidable unit.  
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Figure 3-1:  Net Energy for Load Comparisons 
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DEF witness Duff explains that the decline in usage and projection of lower growth is 
attributable to multiple factors, including increased customer awareness of conservation to 
reduce bills, new building codes, and appliance efficiency standards.  Whatever the factors, these 
actions are occurring without the intervention of the FEECA Utilities.  As a consequence the 
FEECA Utilities have less growth in electric peak demand and annual energy consumption to 
reduce, thereby lowering potential DSM goals. 

 
Building Code & Efficiency Standards 

Rule 25-17.0021(3), F.A.C., in relevant part, requires consideration of “interactions with 
building codes and appliance efficiency standards.”  The FEECA Utilities identified multiple 
changes that have or will occur to the Florida Building Code and the Federal appliance standards. 
DEF witness Duff notes that two main programs affected are heating, ventilation, and air-
conditioning (HVAC) and lighting. Several measures relating to air-conditioning will be 
considered minimum standards, such as right-sizing of residential air conditioning as of 2012 and 
the seasonal energy efficiency ratio (SEER) increasing from 13 to 14 for heat pumps beginning 
in 2015.  Similar standards improvements impact commercial/industrial customers.  Lighting 
standards have been phased in since 2012, with many common lamp sizes (45, 60, 75, and 100 
watt for residential) now required to meet higher energy efficiency standards.  Other appliances 
such as water heaters and clothes dryers also have improved efficiency standards effective in 
2015.   

Each of these standards represents a decline from previously available demand and 
energy goals potential.  FPL witness Koch notes that with increases in codes and standards, there 
is less incremental energy efficiency available to the FEECA Utilities, which in turn reduces the 
cost-effectiveness of measures.   

Avoided Costs 

Rule 25-17.0021(3), F.A.C., requires that each utility’s proposed goals must be based 
upon the utility’s most recent planning process.  By using up to date economic data for the cost 
of avoided generation and fuel, a determination of cost-effectiveness can be made for potential 
demand-side management measures. 

The FEECA Utilities note a significant decline in fuel costs, primarily associated with a 
decline in natural gas prices.  FPL witness Sim notes that while a decline in fuel prices is 
beneficial to ratepayers, it reduces the fuel savings associated with reduced energy consumption.    
As a result, demand-side management measures focusing on energy consumption are less cost-
effective, reducing potential goals. 

Figure 3-2, is the average natural gas price forecasts from the 2009 Goals Proceeding and 
the current goals proceeding for FPL, DEF, and TECO.  Due to confidentiality, Gulf’s forecast 
was not included in Figure 8-2, but the results of the comparison would be similar.  As illustrated 
below, natural gas prices have declined more than 50 percent as of 2014, and are anticipated to 
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