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Ms . Blanca S . 8ay6, Director 
Division o f Records and Reponing 
Florida Public Service Commission 
4075 Esplanade Way, Room 110 
Tallahassee. FL 32399 

RB : DOCKBT NO. 9700 4 6 - EI 

Dear Ms . 8ay6 : 

• ,. ,, ~ 
J h I ' 
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Th1s is Flo r ida Power t. LlCJht Company· r. r··~;l onse t o 

question s set forth in the Commisr.ion memorandum da r ~>d Hay 8, 

1H7 . 

The Cormnssion shoulct not ,mdo•r t .1lu" to t~pply r h·· :a .Jf t · ·; 

ra tionale o f • unavoidab!P compPr 11 '"" <•Ur·rt • r " )us r 1 ty 

changing the cost allocat1on f o r lJSM prO•Jr:m:: d rrrv••r.tor 

ow:~ed electric utilities . The CU ll cnt C05l •J I (,,,.,If IIJil ht~:: 

been addressed and re:;olvcd by ltr!.Jl Comnn::!;ruu f) rrl•·r rn ,, 

- __,ll'll!lll!lnner consistent with generallr .Jccepted co!;r u l Sl:' rvt c·· 

methodology. The Commtsston Stat!'!' propost•d rr.••ehoi.,Jo<JY o : 
---
__ .... c...,ost allocation is not c1 geneJ.Illy arcept .. rl rn•·'fhurlo l•J'lY· 

CMU __ ..,.I.,.,nstead, i l would directly conlltct wtth tho• Fl o rrdt cu•·rqy 

~let 1ciency and Conservat ton Act 1 · FEECA · I . b.,,-,H,,,. r t ... ..... uiJ 

l EG d isc riminate against customer c l a:;nes . 

lir~ _5....__ 
The Commission StaU has app u <mtly COlli'! ud .... d that l t s 

OIC 
role 1s to address what 1t bel1ev,.~ to be th•· · un<~vol'lt~ule 
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• • 
competitive effect · o ( OSH prog~ams by ch~rg1n9 the tot ~l cosc 

o t DSM programs (at least [or those whose cos t · e tl cr.t IVPncss 

ratio may dip below some level selected by Sta ll l t o Llw c:lass 

o f customers eligible to participate in such prog rams. As 

best we understand it, among those · reasons · 1denu L 1t>d by t ht• 

Sla ff in support of its conclusio n as to it s ro l ~ a r P : 

al There is an unavoidable compe tiLiv<.! !!l l <'r. t t r om U511 
programs. 

bl The legislature never inte nded f o1 OSM proq r .rms to 
be used for competitive purposes . 

cl The closer the cost benefit r atio t o r a OSH p1 og ram 
is to •zero. · the greatPr the likPllhood th,ll the 
•non-competlt.ve based · beneflt s are 11!:.!: tha:-~ 

costs and thus customPr s who don't partrnpate 
would not be nef i t from the program 

d l A corollary Lo cl i s that by allocdt lnQ DSM costs 
as Staff proposes would •protect • customer s !ro:n 
funding a OSM proq t .lm '""lth .1n · un. tvr 111.1hl P 
competitive impact. • 

e) Staff is apparently not discou raged by thl' 
inconsistency between its O'""n rati Onale f o r dCllon 
(i.e. that the legislature d1d not Intend t lw use 
o f OSM for competitive purposes) and 1 s rationale 
f o r cu ,..e . Thus. Sta { f provose:. " r ad 1 ca I cost 
allocation a c tion to pr ov1de an 1nc:ent 1v"' nor t ::> 

use the prog ram for d competit ive e tl ccL. 111 
appears obvious that Sta ff wou ld over coml' an 
•unavoidable compet it 1 vo• t>f! o>Cl • hecause 11 . 111 

Staff' s view. was · rwvt>I lnlf'nded · by tlw 
legislature with an expllCll an1 ltlt~ndPJ 

countervailing competitive e ff ect. ) 

Stated different ly, it a OSM prog r urn by u t t eriiHJ dn 
i ncent ive induc e s customers to act so as t ':> .win eve 
cons ervation. St a ff sees an unavoldt~blP r·ompo•t lll'l~ 
effect flowing from tho> fact t h 1t th.: cu!ltomer 
likes the OSM progra111. The obv l ous actlon as Sta ff 
sees it is to raise th~> pri ce so thP r·us t omP I won ' t 
like the DSM program . 
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FPL does not accept the individual reasons identJ I 1ed by 

Staff as being appropriate or justifying any further acCJon. 

However, it is with this background. at IP.l!:t. that tht

questions posed by Staff in this Docke t mus t bt• VIP'""ed. Thus. 

for example, although Staff poses t he quest 1on of whPt hPr the 

ratepayers' r isk o f realizing benehts !rom OS!~ prog r .tms 

increases as the RIM cost-eff ectlveness rati O approaLh .. •s l .0. 

it shou ld be clear that Staff has already dec1ded what 1t 

want s to do . FPL is quite aware that its obse1va t ions sugy~st 

a less than straight f o rward dealing with the quest1on. 

However, if, f o r instance. the HIM cost-e! feet iven~s~.o r ,n 1r1 

was at a level where the ratepayers· risk o t r eal1 z1ng ne t 

benefits was unacceptable then. that progrtlm could and 

probably should be terminated 1 f 1 t cou I d not be ,d t t:red sc as 

to a c hi eve an acceptable ris k. Staft totc1lly 1gnou~s t h1!; 

obvious conclusion. as it a l so iqnores the obvwus f;o rwlU!;ion 

tha t il the ri s k i s · unacceptabJp• ~ 1t should bP p r opos1ng 

a r evision to the conservation ycJoJ Is. Bul r;• oil I has riCJI 

followed its assertions--which FI'L ronsiders faulty-- r n ll!<:1r 

logical conclusio ns . Instead. it would keep tl!" DSH pn,qltlrn 

wi th the •unacceptable · risk as part o f the !>SM goals and as 

an appro ved utility DSM prog ram and 1t would alloCdte th<~t 

ris k. a pparently without telling the customers o 1 Its 

conclusion as an • incent1ve · tor th<> custOm<! I t~nrl the ut II• ty 

to stop using the program . FPL bel1~ves nellhoC'r th•· St<J!I n o 1 
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1 .. • • 
the Conmission wants to follow th1s cyn1cal approar:-h. 

The St aff's Questions : 

1. Are the general body of ratepayers at. greater riolt in 

terma of realizing benefits from DSM programs as the R~ 

coat- effectiveness ration appro a c hes 1.0? 

Answer - This has no thing to do wlth cos t alloc.Hion . 
All other things being equal - which of course means 
comparison between or among DSM programs 1s l1m1ted and 
has limited meaning - any prog r am using assumpt t ons about 
the future generally would have a greater probabt!Jty o f 
there being net benefits as the Dssociated RT H ba!led cost 
benefit ratio inc reased. 

It mus t be r ecognized that any conclusion .1bout the 
relationship between the cost-effec ti v~ness rat 10 and a 
ri s k o f realizing benefits lS not only generdl but ran 
be stated only in the context oi the cost-effPrriveness 
test . For ins tance . assumptions aft t!Cllnq trll' cost 
benefit ra tio and the realization of benet its w1l I r·hange 
more than once and the r atiO 1s expressed in te1ms o t the 
net present value o f costs and the net present value o f 
benefit s . 

2. Recognizing the unavoidable co.mpetitive iJliPaCt o f DSM 

progr ... , should ratepayers continue to pay f or DSM 

progr ... through the ECCR cla use absent. an analysio 

abowing the benefit. o f such COJliPet.it.io n ? W'hy or why not? 

Answer - Yes. Because it 1 S th~:- appropr1au.- mPt hod that 
has been establi shed by the Comrms s ion .Jft"r nou ce and 
oppor tunity for heanng. It shou ld also be cont1 nued 
because the premises Of lht> QUeSt ion <I I e olh!;OIUtl'ly 
fa lse. 

In fact. it i s somewhat odd that thf! qu,,s tl on is 
posed at all. As a starting po1nt. Staff nhou ld bt: 

alerted to FEECA. Then. recogn1tion should be g1v~n t o 
the DSM goals setting process and Df>M l'ldn <~pprov<~l 

process during wh ich the valut- o f OSM pt•J•JI uru.: 1s 
reviewed by the Commission . In addltl o n, Std ! f uhould 
evaluate its legal theory supporting it s di'S itl:' lu 

evaluate • unavoidabl~ competitive 1mpac t. • 



• • 
3. Staff o :qu:·••••d 1t• conce rn rogord1ng t ho 1114rg1nal RIM 

coat - effootivonoaa o t DSM programs, and the competitive 
nature of DSM programs . Assuming theoe are problema . 
what aolutions should the commissi on cono 1<1or? 

Answer - FPL cannot assume these are probl~ms given the 
Commission's responsibil ity. FPL does not believe t~at 
the Commission would create a problem by fai 11ng t o 
address acceptable cost -e{ feet i veness 1 eve 1 s and l hen 
address that problem by requ~ring discnmllhlt o ry pr1c1ng. 

Very t r uly 

Matthew M. r h1Idn . r.A. 

MMC:ml 

cc : All Parties of Record 
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CDTXJ'XCA'l'11 OP SERVXCJl 

DOCEBT NO. 97004 6-·X 

x HKRBBY CKRTXPY that a true and correct copy of Florida Power 
& Light Company's Response t o Questions set fort h in PPSC 
CO!Tilli&sion KetOOrandum dated May 8, 1997 has been Curnished by Hand 
Delivery cu J or u. s. Mail this 23rd day o f May, 1997, to t he 
following: 

Leslie J. Paugh, Esq. •• 
Legal Division 
Florida Public Service Co!Tillission 
2540 Shumard Oak Boulevard 
Gunter Building, Room 370 
Tallahassee, FL 32399-0872 

John Roger Howe, Esq. 
Office of Public Counsel 
111 West Madison Street 
Room 812 
Tallahassee, FL 32399 

John w. McWhirter, Jr., Esq. 
McWhirter,Reeves,McGlothlin, 
Davidson, Rief & Bakas, P.A . 
P. 0. Box 3350 
Tampa, FL 33601- 3350 

Joseph A. McGlothlin, Esq. 
Vicki Gordon Kaufman, Esq. 
McWhirter, Reeves, McGlothlin, 
Davidson, Rief & Bakas, P.A. 
117 South Gadsden Street 
Tallahassee, FL 323~1 

Jeffrey A. Stone, Esq. 
Beggs and Lane 
P. 0 . Box 12950 
Pensacola, PL 32576 

James D. Beasley, Esq. 
Ausley & M.c:Mullen 
P. o . Box 391 
Tallahassee, PL 32302 

J ames A. McGee. Esq. 
Florida Power Corporation 
P. 0. Box 14042 
St. Peters burg, PL 33733 

William B. Will i ngham. Esq. 
Rutledge, Ecenia, Underwood, 

Purnell & Hoffman 
Post Office Box 551 
Tallahassee, Florida 32302 

Debra SWim, EsQ. 
Gail Kamaras , Esq . 
LEAP 
1115 North Gadsden Street 
Tallahassee. Florida 32302 
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