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In Order No. PSC-94-1313-FOP-EG , issued october 25 , 199 4, the 
Commiosion set numeric demand- aide management (OSH) goals tor the 
tour l argest investor-owned utilities (IOU) . Pur ouant to 
Commission Rule 25- 17.0021(4), Florida Admini strative Code, these 
I OUs tiled OSM pl ans incl uding programs designed to moat the 
utilit ies' goals. I n setting goals , the Conmiss i o n a lso determined 
t ha t the I OUs' ana lyses lacked sufficient ly a ccurate information to 
set specific goals relating to natural gas substitution for 
electric ity . consequently, tho IOUs wore o rde r ed t o conduct 
natural gas r esearch and demonstration projects i n tho functional 
ar aaa ot heat i ng, cooling, dehumidif ication and water heating t o 
develop Flor i da - specitic data on perfon:.ance and cost-ortactivonoss 
of gaa technologies. 

I n Or der No. PSC-95-1146-FOF-eG, issued September 15 , 1995 
(Docke t No. 95049 2-EC), tho Commission appr oved Florida Power and 
Light Compa ny's (FPL) Natural Gas End- Use Technology Research and 
Deve l opme nt Plan (Gas R&O Plan). Tho Cas R&D plan contains five 
natura l qas-fi red end-use technologies which will be studied 
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including: 1) Residential gas engine driven heat pumps; 2) 
Cor oercial/Industrial (C/I) gas engine driven chillers; 3) C/I gas 
en~lno driven ox air conditioning; 4) Residential gas water 
heating; and 5) C/I desiccant cooling. In approving FPL's plan, 
the Commission stated that it is important to coasure all benefits 
and costa when assesoing tho cost effectiveness of tochnoloqies. 
Gas chillers produce waote hoa~ which has the potential to be 
utilized for productive purposes. The Commission required FPL to 
research one gas engine driven chiller with a waste heat reco·.1ery 
system. 

On June 9, 1995, the Commission issued a Notice of Proposed 
Aqency Action, Order No . PSC-95-0691-FOF- EI (Docket NO. 941173-EC), 
approvinq FPL' s OSH Plan, as well as the OSH Plana of the other 
three IOUs. Protests of that order were filed, including a 
petition for a formal proceeding by Peoples cas System, Inc. 
(Peoples) . Thereafter, in order to avoid litigation, tho parties 
began settleme.nt negotiations. Severa l of tho parties t iled 
stipulations resolving their protests including PPL and Peoples, 
which filed their stipulation on September 19, 1995. 

The stipulations wore approved, and Order No. PSC-95-0691-POP
EI was r einstated approvinq FPL 'a OSH plan as a final order, and as 
modified by the stipulations. The stipulation between FPL and 
Peoploe included proviaions where : 1) PPL agreed to file a petition 
soaking to revise its Gas Engine Driven Chiller Research Project to 
remove waste heat recovery requirements; and 2) FPL agreed to tile 
a petition seeking approval of a gas research and development 
project patterned attar FPL 'a C/I Business CUstom Incentive (BCI) 
Program. The BCI is a Commission-approved program which provides 
incentives for the installation of electric end-use equipment, not 
covered by other FPL proqrams, which cost- e ffectively reduces or 
shifts demand t o ott-peak periods. 

FPL filed tho petitions as described above. Docket No. 
960041-EG was opened to consider tho petition seekinq revision of 
tho Gas Engine Driven Chiller Research Project to remove waste heat 
recovery require.ments. Docket No. 960042-EC waa opened to consider 
the petition seeking approval of the Gas Business CUstom Incentives 
Research Project (Gas BCI). It FPL's petition in Docket No. 
9601 41-EC is approved, gas engine driven chillers with waste heat 
recuvery systems would be eligible equipment in tho proposed Cas 
BCI projec t. Because tho issues associated with thoao dockets are 
interrelated, staff has combined these dockets into one 
recommendation. 
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DISCUSSION Ol ISSUES 

ISSOI 11 Should Florida Power and Light Company's petition, filed 
in Docket No. 960041- EG, to modify its Gas Engine Driven Chiller 
Research Project be approved? 

PBIKARY BICQXKBKDATIOMI No. PPL has not presented any additional 
substant ive evidence that tho commission erred in Order No. PSC-95-
1146-POP-EG, r equiring FPL to research a qas engine driven chiller 
with a wasta heat recovery system as part of its Gao Engine Driven 
Chi ller Research Project. [FUTRELL, KILLS ) 

ALTmtlfATIYI BICOKJ(IDfi)A'l'IOHt Yes. The Gas BCI research program is 
a more appropriate veh icle to gather data on waste heat recovery 
from qas chiller s. By requiring a RrK a nalysis, FPL will aasure 
that its ra~epayers are not spending money needlessly t o r the so~~ 
purpo:so ot gathering data. Had the Gas SCI program boon ottored to 
the Commission initially, staff would have recommended ics 
approval. It is only because ot timing that tho Commission is 
tacod with this issue. [BALLINGER) 

PRIKARX NfALXSIS I In approving FPL ' s Gas Engine Driven Chiller 
Research Project, the Commission required FPL to soloct one gas 
chiller site which i ncorporates a waste heat recovery process . As 
discussed in Order No. PSC-95-1146-FOP-EG: 

Gaa Ch iller• typically produce thermal energy as a by 
product o! tho cooling process. This waste heat may bo 
used t o produce hot water in certain applications. FPL ' s 
petition indicates that the company does not plan on 
selecting a site utilizing the thermal energy trom tho 
Engine-Driven Chiller Project because tho Company 
considers those applications to be very customer 
specific. FPL believes that field results quantifying 
tho thermal output would not be transferable to other 
customers. 

We believe, however, that it is important to measure All 
benefits as well as costs when performing a comprehensive 
cost-e!tecti venoss ana lysis. In many inatancoa tho 
cost-etfoctivonoua ot a Gaa Chiller ia critically 
~epancSont on tho customer's utilization ot the waste 
&eat . Therefore, including both the heating/air

conditioning load and thermal energy production to meet 
hot water needs is a critical step in identifying coot
errectivo applic ation•. 
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FPL' a petition to modify the Gas Enqine Driven Chiller 

Research Project is the result ot the stipulation between Pooploo 
and PPL settling Peoples• protest o! FPL ' s DSM plan. FPL' o 
petition stateo !our reasons the Gao Engine Driven Chiller Research 
Project should be modified to delete waste heat recovery 
requirements. These reasons are restated below, with sta!!'o 
response: 

1) It is consistent with ·tho Commission ' s approval o! tho 
stipulation between FPL and Peoples. 

The FPL/Pooplos stipulation included a provision that FPL 
agreed to petition the Commission tor approval to delete waste heat 
recovery require.monts . Therefore, by filing ita petition 
requesting modification o! tho gas engine driven chi ller project, 
FPL has fulfilled that particular provision or the stipulation. 
The vali dity o! t .he stipulation 1o not dependent on tho 
Co111111ission • s decision on the petition to modity the gas engine 
driven chiller research project. Tho provisions o! t .he stipulation 
remain enforceable whether tho Commission approves or denies PPL's 
petition. 

2) Deletion o! the requirement would make gas engine driven 
chillers with a waste heat recovery system an eligible measure 
under PPL'a proposed Cas Business custom Incentive Research 
Project (Docket tlo. 960042-EC). 

In approving FPL ' s gas engine driven chiller research project, 
and including waste heat recovery requiremtnta, the Commission 
assured itself that All the benotits as well as couts would bo 
m~asured and included in the coat-~!!ectivenoas analyses. I! tho 
Commission approves FPL's petition, there is no guarantee a gas 
engine driven chiller with a waste heat recovery system would bo 
approved by PPL tor incentives under tho proposed Cas BCI project. 
In the first place a customer would have to coma forward with a 
proposal which included a gao engine driven chiller with a waste 
heat recovery system. I! t .hat customer did appear, the project 
would have to moot the participation requirements o! PPL's proposed 
Cas BCI project. Also, the project would have to meet the cost
e!toctiveness criteri~ o! 1.01 under the Rate Impac t Measure (RIM) 
Test with tho incentive included, and 1.00 under tho Participant 
Test. 

Stat! believes i! it is still tho CommiRsion •a intent that all 
the benefits and coats be measured in analyzing gas engine driven 
chillers, FPL'• petition should bo donied. In denying FPL's 
petition, tho Commission can bo assured that a qaa engine driven 
chiller with a waste heat recovery system will be thoroughly 

- 4 -



• 
DOCKET NO. 960041-EG 
DATE: March 7, 1996 

• 
researched, analyzed, and the cost-e!!activeness can be determined. 
There is no guarantee that under FPL's petition tho intent or tho 
Cottmission in approving tho gas engine driven chiller research 
pr ject wil l be realized. 

3) Heat recovery systems are site spocit'ic and the t' ia ld 
result s quantit'ying the t .hormal output would not be 
transferable to other customers. 

FPL originally stated this point in the project technology 
description in its Gas R&D Plan. The Commisoion was aware oZ this 
concern when it required FPL to research a qas engine driven 
chiller with wasta heat recovery. Stat'! acknowledges t hat 
customers have dit't'erent levels or need for waste heat produced by 
a gas chill e r ranging ! rom zero to 100 percent. In addition, tho 
waste beat may be needed by a customer in varying Corms such as 
steam, hot water, or it could be converted into chilled water. 
Resaarchinq ono gas chiller with waste heat recovery certainly does 
limit the transferability o! the research results to all the 
potential cont'igurations which could exist. 

This, however, is not a sufficient reason in staff ' s opinion 
to delate the waste heat r ecovery requirements o! tho qas chiller 
proj ect. The data collected will allow FPL and Peoples, as well as 
this Commhsion to better understand the total potential or a gas 
chil ler in Florida's climate. This information could a lso be 
helpful to customers in evaluating the potential for gas engine 
driven chillers. Del ating the waste heat recovery requirement will 
limit the information on gas chiller s, and the resear ch results 
will with certainty not be transferable t o any customer . 

4) The likelihood of FPL utilizing an existing gas engine 
driven chiller site, thereby reducing research costs would be 
increased by r emoving the heat recovery system r equirement. 

FPL suggests the potential tor cost savings by removing the 
waste heat recovarJ r equirements. The Commission was very 
sensitive, in approving FPL ' a Gas R&D Plan , to the t otal cost of 
t he proposed r esearch . The Commia~ion encouraged FPL to identify 
existing natural gas sites to avoid unnecaaaary program costs. 
Staff is sure that in the compotit1ve environment FPL finds itself, 
it will take every measure to roduco costs, a nd keep rates l ow. 
staf? , therefore, does not believe FPL ' s point is sufficient for 
the ~ommission to delete waste heat recovery roquirc~ents. 

In summary, ataff believQa it i~ spe~~lative on PPL ' s part 
that a customer could propose a gas engine driven chiller project 
with a waste heat recovery system for qualification under F~L ' s 
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proposed Cas 
reasoning, in 
remains valid. 

BCI project. Stat! believes the Commission ' s 
originally requiring a wasta heat recovery system 

Therefore, FPL ' s petition should be doniod. 

ALTIRHATIYI AMALXSISJ On April 26, 1995, FPL filed its Gas R&D 
proqram . This proqram contained sovoral programs, including one 
tor gas tired chillers. At that time, staff correctly pointed out 
that waste heat recovery from gas tired chillers is an excel lent 
means of im.proving the off ioienoy of the entire system. Hence , the 
stat! recommended that FPL's program include ut least ono 
application of this technology. The Commission approved the staff 
recommendation. See Order No. PSC-95-1146-FO?-EC. FPL's original 
program did not provide !or any cost-effectiveness analysis prior 
to installation. The program was simply a moans to identify somo 
applications of natural gas end-use applications in order to 
measure their costs and efficiency for futuro cost-otfoctivenoso 
evaluations. Also, FPL alone would select tho site to install and 
monitor the natural gas equipment. 

FPL's original gas fired chiller research program was solely 
for the purpose of gathering uata on the cost and efficiencies of 
natural gas fired chiller applications !or use in future cost
ef fectiveness evaluations. FPL stated that it would select two 
sites and would purchase and install new equipment i! no applicable 
existing installations could be found. Since the Commission was 
faced with FPL only selecting two sites, the Commission correctly 
ruquired FPL to select at least one site to monitor waste heat 
recovery from gas fired chillers. However, if FPL could not 
identify an applicable existing installation of waste heat 
recovery, then FPL's ratepayers wculd be facod with the additional 
expanse of installing waste heat recovery equipment all without tho 
benefit of a RIM analysis. FPL ' s proposed Gas SCI program is a 
more appropriate means to gather this data. By requiring a RIM 
analysis, :FPL will asouro that ito ratepayero are not spending 
money needlosaly for tho sole purpose of got.hering data. 

If the alternate recommendation is approved, FPL wi ll include 
waste heat recovery from gas tired chillers as an eligible 
installation under its proposed Cas SCI research project. This 
project is similar to FPL's "oloc tric" BCI program in t hat 
incentives are customized with regard to the customer and equipment 
installed. As with the "electric" BCI program, the Cas BCI program 
requires a RIH analysis prior to any instollation or incentive 
payment. This assures that .FPL ' s ratepayers are not spending money 
for the sako of gothering data, but rathor f"r coat-effective 
natural qos end-use applications. In addition, Peoples Gas will 
provide input and recommendations to FPL on the selection of 
potential Cas SCI participants. This should help to limit 
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potential bias of the research data. The staff aupportin9 both the 
primary and alternate recommendatio ns a9ree that FPL's proposed Gas 
BCI is a more appropriate vehicle ot allowin9 electric utilities 
t .he moans to otter natural 9au end-use applications than the 
current 9as c.hiller R'D project. However, to recommend that FPL be 
required to monitor at loaet ono waote heat recovery application 
completely disre9arde the benet its obtained by performin9 a R1M 
analysia prior to any installations. As lon9 as wapte heat 
recovery ia an eli9ible application, FPL' s proposed Gas BCI is 
superior to the ori9inal 9as chiller res earch project and should be 

approved. 
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xssqa 21 Should Florida Power and Light Conpany •s cas 
Commercial/Industrial Business custoQ Incentives Research Project, 
filed in Docket No. 960042-EG, be approved, including appr oval for 
~onservation cost recovery? 

RBCOKM!fHDATIOJfl Yea, the project should be approved, including 
approval for conservation cost recovery. An annual progress report 
should be subm.itted to the Commission on the research r esults. 

STAll AHALXSI&: PPL's proposed Cas BCI research pro ject is the 
result of the stipulation between Peoples and PPL settling Peoples' 
protest of FPL 's DSH plan. The objective of the Cas BCI res~arch 
project is to reduce or shift to oft-peak hours, on-peak electric 
demand. Incentives will be provided to eliqible C/I customers who 
purchase and operate qualifying, cost-effective natural gas 
applications. This project will be available to potential 
customers f or a period of two years from Co111111ission bpproval. 
Incentives may be paid to qualified participants beyond tho two 
year period. 

FPL will provide incentives for cost- effective natural gas 
applications which are not being actively rosearched by FPL. 
Examples of potential qualifying equipment includes COIUiercial 
water heating, and small cogeneration pr ojects. If the commission 
approves PPL' s petition in issue one to modify the cas Engine 
Driven Chiller Research Project , gas enqino driven chillers with 
waste heat recovery will be an eligible technology under tho Cas 
BCI Research Project . 

Cost-effective desiccant cooling applications will be uligiblo 
for incentives, despite the existence of FPL' s Gas Desiccant 
Cooling Research Project. Desiccant coolinq utilizes a material to 
absorb moisture (remove hw:~idity) from t .he air stream, usually 
outdoor make-up air. The desiccant material ia then heated to 
remove the collected moisture. Cas desiccant cooling utilizes 
natural qas as the fuel to provide the heat needed to remove the 
collected moisture from the desiccant material. 

In the DSH qoal setting dockets for the lOUa, several natural 
gas-tired tachnoloqios ware analyzed for coat-offectivanoas. The 
conclusions of all four IOUs wore that only one gas technology, 
desiccant coolinq, passed both the RIH and participant teats. It 
appe.\rs that qas desiccant coolinq has potential particularly qiven 
Flor.da's humid climate. Staff believes tho research to be 
conducted in PPL'o Gas Desiccant Cooling research project will be 
enhancod by including gas desiccant cooling 1n the Cas BCI projoct. 
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PPL has estllb1iahed specific participation requirements vhich 

should ensure that each project is viable and cost-effective to FPL 
and ita ratepayers. Eligible facilities must bo oerved by both FPL 
and Peoples. Projecto which pass the cost-ottectivonoss analysis 
may not exceed a savings of 10 mW collectively. A qualifying 
project must reduce customer de11and coincident with FPL's summer 
system peak by a minimum of 25 kW not to exceed a maximum or 2 mw. 

Potential projects must provide a screening application 
allowing PPL to per!orm an initial review ? t the project. 
Following receipt of a positive response from FPL, the customer 
must than submit a formal proposal. This will 1111ow FPL t o 
determine the cost-effectiveness of the project, ito feasibility, 
and its impacts on FPL's system. 

FPL will conduct a cost- effectiveness analysis for each 
pro ject and will pay an incentive so that the Rate Impact Measure 
(RIM) test is at least 1.01 and the Participant test is at least 
1.00. This provision allows FPL to tailor tho incentive to tho 
specific costs and benefits provided by tho project while ensuring 
coat- ettectivanoss to FPL and its ratepayers. Incentives will be 
paid on a schedule aqrood to by PPL and tho customer which may 
extend beyond the two year project offering. 

Staff would point out that there is a possibility that a 
project is eligible for an incentive under the Gas BCI project 
could also be eligible tor an inc entive from Peoples. FPL will 
factor llny incentive paid by Pooploa under an approved DSM program 
into the analysis portormo~ to determine cost ottectivonoss under 
FPL'a Gas BCI project. Staft would recommend that if the 
Co111.11ission approves this petition, it be made clear that prior 
approval is not given to any future expenditures made by Pco~!es 
pursuant to FPL's Cas BCI project. 

It should bo noted that this research projec t does not have an 
expenditure limit. Due to tho nature of the project, future costs 
aro ditficult to estimate. Overall coste should bo m1n1mh:ed, 
however, with the rcqulremcmt that projects miniMally pass tho R~M 
and Participant testa. 

PPL bas stated that all projects approved under th Gas BCI 
project will bo monitored to ensure that projected savings aro 
realited. The provisions ot PPL'a petition provide opportunities 
tor staff to adequately monitor ~his projec t. Within ninety days 
of the payment of an initial incentive, PPL vill provide staff with 
the coat-attectivenesa ona1yaea upon vhich the incentive vas paiC:.. 
In addition, FPL vill tile in its Energy Conservation Cost Recovery 
tiling for a period in which en initial payMent is made tho 

- 9 -



• 
DOCKET NO. 960041-EG 
DATE: March 7, 1996 

• 
underlyinq cost-effectiveness analyses. Staff reserves the right 
to analyze any cost-effectiv~ness analyses FPL fi les pursuant to 
this project. Tho appropriateness of expenditures associated with 
t his project will be determined as part of staff ' s obligation to 
review consnrvation expenditures. In order for staff to stay 
informed on any projects approved under this project, FPL should 
file an annual report on the research results . 

It appears that FPL bas developed a gas research project with 
tho potential to analyze cost-effective natural gas equipment not 
covered by existing research projects. This R'D effort wil ... 
determine the impact of cost-effective gas substitution on FPL 's 
system fro• financial and operational perspectives while ensuring 
cost-effectiveness to FPL and its ratepayers. Staff believes the 
Commission should approve FPL ' s Gas C/I Business custom Incentive 
Research Project, including approval for conservation cost 
recovery. 
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ISSQB 3r Should FPL be permitted to count tho kW and kWh savings 
r esulting from tho Cas Commercial/Industrial Business CUstom 
Incentives Research Project toward meeting its 
Commercial/Industrial numeric DSH goals? 

BECO)Q(J]!J)ATIOHr 'Lea. In setting FPL •a numeric DSM goals, the 
Commission acknowledged that part of FPL's goals may be achieved 
through research projects. 

STAll AH&LXSISr FPL states in its petition for approval of tho Cas 
BCI research project: 

Any savings achieved through this research project will 
be recognized in determining whether FPL has achieved its 
conservation goals. 

Based upon a discussion with FPL, it is FPL'a intent that nctual 
numeric kW and kWh savings attributable to qualifying projects 
under the Gas BCI project will count toward FPL ' s C/I numeric 
goals . In setting FPL ' s numeric DSH goals in Docket No. 930548-EC, 
Order No. PSC-94-1313-FOF-EG isouod October 25, 1994, the 
Commission recognized the potential for FPL to utilize tho oavings 
from R&D programs and green pricing options to moot its numeric 
goals. Therefore start believes it is appropriate tor FPL to count 
any kW and kWh savings toward FPL ' o C/I goals resulting from the 
Gas BCI project. Because it is not feasible to project tho number 
of participants and tho corresponding demand and energy savings, 
the potential contribution to meeting FPL'a C/I goals can no t be 

estimated at this time . 

xssqa fl Should these dockets be closed? 

BECOKMENPATIONI Yes. If no person whose substantial interests are 
affected by tho Com~ission's proposed agency action, timuly files 
a protest within twenty-one days, these dockota ahould be closed. 

IJ'All Nfl\LXSISI If no person whoso substantial intoroato oro 
a t focted, fileo a timely request t o r a Section 120.57, Florida 
Statutes, hearing within twenty-one days, no further action will be 
required and those dockets should bo closed . 
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