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May 23, 1997 

Division of Recorda and Reporting 
Gunter Building 
2540 Shumard Oak Boulevard 
Tallahauee. Florida 32399·0870 

Re: Docket No. 970048-EI 

Dear Ms. Bayo: 
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Enclosed for filing and d istrtbullon are the original and fifteen copies of the 
Florida Industrial Power Users Group's Comments on Staff's Ouesttona and an original 
and fifteen copies o f the Florida Commercial Energy Group's Comments on Staff's 
Questions in the above docket. 

Please acknowledge receipt of the above on tho Olltro cop1ee unclosed herem 
and return them to me. Thank you for your aas!stence. 
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BEFORE THE FlORIDA PUBUC SERVICE COMMISSION 

In re: Determination of Approprlateneae 
of Allocating Electric Utility Sponsored 
Demand Side Program Coeta to Rate 
Claaaee Eligible to Participate In Such 
Programe. 

Docket No. 170046-EI 

Filed: Mev 23, 1997 

THE FLORIDA COMMERCIAL ENEROV GROUP'S 
COMMENTS ON STAFF'S QUESDONS 

llR/GJNAL 
fiLE COPY 

The Florida Commerclel Energy Group (FCEGI pureuant to Staff' a direction• file• 

ita commenta on the three queetlone raleed by Steff at the May 7, 1997 workahop 

held In thla docket. 
INTRODUCTORY CQMMEND 

0....,.. Obaerv.UOna Concai'Nng Conservation Program• 

FCEG Ia eompo11d of flnanclellnetltutlone, grocery atoree. department stores. 

aehoola, email manufecturlng companlea end e variety of commercial entJtiee eerved 

on the GS,GSO,GSLO, 18-3 end CILC rete aehedulea of the utilities In Florida. As a 

group, FCEG haa hlatorfe.lly paid rate• that equal or exceed the colt to eerve their 

claaeee. The group membera are generally located lnelde municipal limits. FCEG 

cuetomera In 'the claaaea enumerated above provide the vast majority o f ell jobs in 

Florida end with the exception of the aohool board pay more etete taxea on their 

utility billa than any other cuatomer cla11. Moat of their utility bills reflect about 20% 
ACK 
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APP --- stated taxaa and govtrnm9nt feot and contain aubatantlel hidden tuea In the base 

c•.1u ___ retea and paaa thlough utlllty coat recovery chargee. 

~ FCEG membera are captive cuatomere of the utllitiee which 11rva them. but they 

LE:; I are engaged In vigoroualy competitive enterprleee. They have a elgnlficent stake in 
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STAFf QUEmONS1 

1. Are the ~ body of ratepeyera et greer.r rlalc In terms of realizing 
benefltt from DSM progrerM .. the RIM cost .. ffectlvenell retlo epproeches 1.0 7 

FCEO responH: Yes. One of the principal problems FCEG sees Is the definition 

of benefits. The term benefits Is e synonym for savings, but the savings identified in 

conservation prograrM Is a misnomer to the averege customer. Customers think of 

savings 11 money uved today not the net present savings based on anticipated 

avoided future costs. Actuelly with elmolt every conservation program Instead of 

receiving current uvlngs customers pay more unless they are perticipating in a 

program that actually reduces consumption of electric ity. Even the commercial lighting 

programs coat more. They encourage customers t o throw away lights before the end 

of their useful life rather than suggesting that lights be controlled. 

By the c urrent staff crlr.rie, OSM programs which drop below RIM 1.0 may no 

longer be cost effective under the conaervetlon cost effectivene11 rule, but as pointed 

out In the FIPUG comments filed contemporaneously with this filing. the rates charged 

may be justified on colt principles me11urlng embedded rather than future coats. 

Other than the non-firm qualification stated above, programs fal ling below RIM 

1.0 should no longer be funded with a conservation surcharge unless the utility is 

earning below Ita authorired return. 1 If a utility deslrea to continue certain OSM 

1 FCEG's comments do not, and ere not meant to, encompe11 those groups of 
customers on Interruptible or Industrial CILC rete. In regard to those customers, FCEG 
adopts the comments of FIPUG. 

1 When FPC rates were set, base rates for the other classes of customers were 
reduced becauu non firm customers were treated In the cost of service study as 
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program• becauae of their popularity, image enhancement, or marketing benafita, they 

should be allowed t.o do 10, bl.rt at the utility'a expense, not ratepayers. 

Aa pointed ol.rt above, the term "benaflta" Is misleading t o most consumers. 

Consumer lnfol'l'1\8tlon Ia an Integral part of a good conservation program and this 

recommendation. Conaumera have historically trusted their local utility to provide 

complete, accurate, and unbiased energy recommendations. The competition problem 

Identified by the PSC staff may portend a changed acenario, but only the most aavvy 

technical customers are In a poaltlon to know whether a utility conservation program 

or a used car truly provldea benaftta. As e result, consumers ere making inveatment 

declalona whloh may not be In their beat Interest. Conaumora ahould not relmburae 

their utility f or com which they lncur to deliver misleadin information. 

The lnoreaalngly eompetJtJve nature of the power bualneu mandates tha 

rogulatorslncreaae the information diacloS<ed to consumers. In its efforts to retain load 

or increaae sales, a utility may not fully explain that tho application of a particular 

program will past a partJcipant test or that consumers are fully informed of all tho 

optlona available. Con•umera will still need protection from utllltlea which abuae their 

market power In the delivery of energy informatlc '. Like the Surgeon General 's 

though they ware firm cuatomera. The non firm ratea ware then set below firm rates 
and the rate dJfferentlel collected through the conservation aurcharge. If the utility is 
earning ebove the midpoint of Ita authorized current return beae ratu are providing 
surplua revenue that c.n be used to ebaorb dlacontinued conservation chargee. Some 
additionalsalea are c.used by OSM program conaumption backleah allowing the utility 
to recovery the cost of the progrem through the aurcharge and profit from new sales .. 
If the utility ia not meeting thla goal, the conaervation aurcharge to fund embedded 
cost justified non firm rates ahould be continued to a11ure fairness. 
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warning on cigarettes, perhaps some utility marketing DSM programs should come 

with the following label: 

The FPSC hu <.letermlned that this utility program may be 
used for competitive purposes. Stated claims regarding 
performance (efficiency, costs, savings, environmental 
benefl~. comfort) may not be achieved In your partlculer 
appllcetion. Other options may also be available. We 
recommend thet you obteln competent profe11ional edvlce 
before algnlng any contracts or committing to any 
purchuu. 

2. RecognizJng the unavoldeNe compedtlve Impact of DSM programs, 
should rawpeyen ooullnue to pay for DIM progrema through the ECCR clauu absent 
en·~ 8howlng the benefit of euch compethion7 Why or why not7 

FCEG ruponse: With the qualification stated above for rates which are cost 

effective on embedded coat principles ratepayers should not continue t o pay for DSM 

programs with the potential to be uaed for competitive advantage. Analyzes 

quantifying the benefit for this advantage are not recommended. The level of auditing 

required to separete benafita and costa for DSM and marketing funct ions would be 

difficult, coatJy, and the results a11uredly litigated by the unhappy partiaa. Two 

examples come to mind. 

In PSC Order 96-0362·FOF, PGS was allowed to recover through the ECCR 

clause Ita legal expenses incurred In a fight with TECO over the marketing abuse of 

both parties for conservation rebates used In residential new construction. In the last 

conservation goals docket. the gas utilities, the electric utilities, ond tho Stoff could 

not agree on the right methodology or assumptions to use to determine the cost 

effectiveness for these programs. The outcome was a new methodolc;y for 

evaluating gas programa and expensive field testing of the equipment by the parties. 
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These prolonged b1ttlee ere expenaive exerciaea and conaumers have ultimately picked 

up the tab. More enelyaie fa definitely not the answer. 

3 . StaffexptUMdltaconcemreptdlngthemarglnaiRIMcolt-effecnvenell 

of DSM programa. lnd the competitive n1ture of DSM progrema. Assuming th111 are 

probtem., what eolutlone lhould the Commlallon conllder7 

FCEO rNpOnM: Aa a aolution to the competitive eapects of programs, Staff 

should allow the lndlvldu11 utllltlea to determine their epproprl1te level of p1rtlclpatlon 

in these programs. This docket is an ideal opportunity for the FPSC to help Florida 

utilities prepare for competition In the energy marketplace by allowing them, end not 

consumera, to aaaume the risks for their marketing baaed OSM programs. 

The utllltle1 eoknowledge th1t competition has made conservation end 

marketing funct ions Inseparable. Both thleae function• attempt to lower conaumer 

rates (prices) by avoiding costs 1nd incre11lng or retaining aetas. It ahould be the goal 

of any competitive utility to do these funct ions on its own, I.e. to make coat effective 

invaetmentl in those progrtms, which meet corporate goala for lower prices, provide 

services, control colta, attract cuatomere, etc. Utilit ies become "free riders· when 

consumera muat automatically pay for co1ta which a prudent utility would absorb in 

a competitive marketplace. 

There are two other reeaons to support such 11 solution. The major benefit 

dr iving OSM program• hll been avoided generation coata. These costa are low and 

will continue t o decrease 11 competition In the energy markets increases. In an 

unregulated environment, traditional avoided power plant costa may not longer 

"belong• to the serving utility. It ia d ifficult to imagine the FPSC 11uthorizing the 
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transfer of OSM dollara to Georgia for an avoided power plant because Florida 

consumers ch.ooae to purchase lower coat energy from out of state. The value for 

such avoided coata would be better reflected In competitive energy pricing. 

The third reason Involve. utlltty subsidiary activities. Along with the regulated 
' 

utility marketing functions, 1 number of the Florida utilities are now v:mturlng Into non-

utility buline ... a. Examplea include engineering firms, home security, interactive 

control systems, a.nd telecommunications. Some of theae functions had technology 

and expertlaa roots in the various OSM and load control programs. When a utility 

spina off one of theae functlona, It Ia difficult to determine the ratepayer investment 

which alao left to now eam profit• as an unregulated subsidiary. 
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John W. McWhirter, Jr. 
McWhirter, Reeves, Me othlin, 
Davidson, Riel & Bakes., P.A. 
100 North Tempe Street , Suite 2800 
Post Office Box 3360 
Tampa. Florida 33602-3350 

Joseph A. McGlothlin 
VIcki Gordon Kaufman 
McWhirter, Reeves, McGlothlin, 
Davidson, Riel & Bakes. P.A . 
1 1 7 South Gad aden Street 
Tallahaaaeo, Florida 32301 

Attorneys for the Florida Commercial 
Energy Group 
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CERTlFICA TE OF SERVICE 

I HEREBY C£RT1FY that 1 true end c:orrec:t c:opy of FCEO'e Commente on Steff'e 
Oueatlone hae been fum~hed by ("I hand delivery or U.S. Mail this 23td day of May, 
1997 to the following: 

"Leslie J. Paugh 
Staff Couneel 
Florida Public: Service Comml11lon 
2640 Shumard Oek Bouleverd 
Tallaha11ee, Florida 32399-0860 

Matthew M . Childs 
Steel Hector & Dav~ 
2 1 5 South Monroe St., SUite 601 
Tallahassee, Aorida 32301 · 1804 

Jamee A . Mc:Gee 
Florlde Power Corporetlon 
Poet Office Box 14042 
St . Petereburg, Florlde 33733·4042 

Jeff Stone 
Beggs & Lane 
P.O. Box 12950 
Pen~ac:ole, Aorida 32676 

Lee L. Willie 
James D. Beasley 
Ausley & McMullen 
227 South Calhoun Street 
Post Otflc:e Box 391 
Tallahaasee, Florida 32302 
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David Tracy 
Florida Commercial Energy Grocp 
4609 George Road 
Tempe, Florida 33634 

Dab Swim 
Gai11<amarea 
LEAF 
1 1 1 North Gadsden Street 
Tallahauee, Florida 32303·6327 

Mike Peac:oc:k 
Floride Public: Utilit ies 
Post Office Box 6 1 0 
Marianne, Florida 3244 7 

Chrle Hen1en 
FICA 
Post Office Box 1794 
Tallehe11ee, Florida 32302 
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