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On Oc tober 17, 1994, tho Commission opened Docket No . 941104-
EG. The purpose of this docket WliS to evaluate the ex1st1ng 
natural gas conservat ion cost/benefit methodology, and determine 
whether the m2thodology should continue to be used, or whether it 
should be replaced by a new methodology. 

After analyzing the Commission ' s cut rent cons <'tv.>tt on 
policies , along with the existing methodology, StaCC concluded t hat 
a new methodology should be developed . After conducting two 
workshops, and undergoing numerous revisions, a proposed 
methodo logy was brought before the Commission. On November 41, 
1995, the Commission proposed Rule 25-17.009, and the new 
methodology . Three parties filed comments on the proposed rule, 
and one party requested a conditi~nal hearing. Staff met with the 
P•Hlles and reached agreement a a to the wording in the methodology. 
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Subsequently, ~he petition for a conditional hearing was withdrawn, 
and on March 20 , 1996, the Commission adopted Rule 25-17. 00~ . 

florida Administ:-ative Code and an amended version ot the ro!ll 
effectiveness methodology. 

As stated in Rule 25-17 . 009 florida Administrattve Code, each 
gas utility that seeks to recover costs for an existi~g. new, or 
modified demand side management program shall !Ue the cost 
effectiveness test results of the Participants Test and the Rate 
Impact Measure Test in the format set forth in F'orm t-SC/EAG/18 
(4/96), entitled the wflorida Public Service Commission Cost 
Effectiveness Manual for Natural Gas Utility Oem3nd Side Management 
Programs." Since the rule was adopted, the Commission has opened 
three dockets to review the conservation programs off~red by 
Peoples Gas System, City Gas Company of F'lorida, and Chesap•••lk<• 
Utilities Corporation (CUC.) 

On March 25, 1998, CUC submitt~d the cost ef fectiveness test 
results !or seven conservation programs. The seven programs 
include: Res1dential Home Builder, Residential Appltance 
Replacement, Residential Propane Oist rlbuti on , Residential Water 
Heater Retention, Natural Gas Space Conditioning Cor Restdenttol 
Homes, Natural Gas Space Conditioning (non-rcs!dcntial), .md 

Conservation Education . 

DISCQSSIQN or ISSQIS 

I SSQB 1 : Should thu Commission approve CUC ' s conservdtlon 
programs, as amended? 

BECOHHENDAtiQN : Yes. 
programs, as amended. 

The Commisston should approve CUC' s 

STAll ANALYSIS : On March 25 , 1998 , cue submitted its analysis o! 
all existing and new conservation programs as required by Staff. 
All programs were evaluated using a Participants Screening Test and 
a Gas Ratepayer Impact Test !G-RIM ). CUC' s filing showed that s1x 
of the seven progr~ passed both the Participants Test and the and 
the G-RIM Test . The Participants Test and the G-RIM Test were not 
applied to the Conservation Education Program. 
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Staff met with cue, on June 4, 1998, to discuss the programs 
and data submitted in its !iling. As a result of this meeting, cur 
submitted corrected cost effectiveness data on June II, 1998. 

Of the seven progrdms proposed by cue, two programs d re 
existing programs, two are existing programs with modlflcatl on5, 
and thr ee are new programs. 

The t wo eldsting programs inc lude the Residential Home Builde r 
Program and the Conse rvation Education Program . Eligibili ty 
standards remain the same for both progra.~ . The Resident ia l Home 
Builder Program provides i ncentive payments for the i nstallati On o f 
natural gas appliances in r esidenti al homes. The only c hange is 1n 
the incentive amounts, which incr eased by SSS for the wate r heater , 
SSS for the furnace, $38 for the dryer, and S38 fo r the range. The 
Conser vation Education Program involves the distribution o f 
information through the use of brochures , on- sight speeches to 
community yroups and schools. C~C ulso offers no-cost wa lk-through 
energy audits on proper use o f natural gas ,,pp lta nces aroc.l 

conservation advice. While it is extremely difficult t o conduc t a 
cost/benefit analysis of this program, staff believes that consumer 
education serves a useful purpose, and should be approved. Over 
the past S years, CUC has expended and recovered $9 3 (or the 
Conservation Education Program. 

The two e xisting programs that are being modi! i l'd 11 r o the 
Reudential Appliance Replacement Prog ram and t he Na t u r .ll Ga:s Spocc 
Conditioning Program(non-residential). CUC is proposing t o rep lace 
t wo o! its existing programs (Water Heater Replacement Prog ram and 
Replacement of Electric Strip and Oil Heat i ng Progr am) with the 
Resi dential Appliance Replacement Program. CUC' s ngina l 
incentive amounts for the programs being replaced w~re a pprov<d by 
the Commission in 1982 in Order No . 11451, Doc ket No . 820430-EG and 
modified in 1985 in Order No. 14021, Docket No . 920430-EG-A. No 
changes to these ln~entive amounts have been made since 1985 . cue 
also proposes the addition o! c l othes dryer o ut l e t and range 
i ncentives of $50 each . CUC's pro posed moditi cation to Its Natura l 
Gas Space Conditioning Program i nvolves appli cability sta nda rds . 
Currently, CUC' s space conditioning program is availubl c t o all 
c us Lomor classes. The modificati on would limit part ici pati on t o 
non-roaidontial customers. cue i s propos ing ~ new spacP 
conditioning program for reaidcnl la l c ustomer s . 

cue is seeking approval o f three new progr11m:!> tncl udtng : 
Residential Water Heater Retenti o n, Natural Gas Space condt tton1ng 
Cor Residential Homes, and Res identia l Propane Dist r lbullon . 
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The Residential Water Heater Reten~ton Program 1s a ne"' 
program designed t o encourage the continued use o! natural qas 1n 
the home and av"id abandonment activities by cue . The proqrdm 
offers an incent i ve to customer s and dealer s when replucement o t 
the natural gas water heater ls a necessity. The dealer and 
customer are given the incentive when the heater Is actud 11 y 
replaced by a new natural gas wa ter heater . Keeping CU1tomers on 
the system benefits both existing customers and cue sln~c thf' fixed 
infrast ructure costs can be spread over as many customc t s as 
possible . 

The Natural Gas Space Conditioni'lq for Residential Homes 
Program is designed t o encourage the use o f enerqy e!ftcicnt 
natural gas air conditioning products in both newly constructed and 
retro!it homes . The cost of natural gas space condit1on1ng 
equipment is significantly higher than its electric counterparts. 
While the equipment costs are higher , CUC's analyses o f the llf,. 
cycle costs o f u~ing natural gas in space conditioning appllcatt ons 
reveals that t he participating customer and CUC's cxist1nq 
ratepayer s wi ll benefi t. Tho benefit t o gas ratepayers will b•• 
realized i n two ways: increasing summer load when capacity 1s 
greater than demand; and spreading the co!lt of existing faciLities 
over a larger throughput. 

CUC' s Residential Propane Distribution Program is designed to 
promote the use of gas within devel~pments that are built beyond 
the economic extension ot tho Company• s existing ndtural QdS 

infrastructure . Under CUC' s program, an underground prop.tnu :tystem 
will be installed and will be used until it is economtcdlly 
feasible to extend the natural gas lines to the devclopm~nt. 

According to cue, the system will be capable o l llow1ng 
natural gas with an adjustment to the orifices , once tho matn 1tne 
reaches the underground system . Prior to the conversion , the 
infrastructure costs wi ll not be included in the rate base. Only 
at the time of convetslon to nl'ttural gas wi 11 t.he tr.Jnsfer o f 
assets occur , at net book value and lncenti ve r<'covery dnd 
administ rative costs be sought. 

Upon reviewing CUC's Residential Propane Distribution Program, 
Sta ff requested additional information to support tho program. 
Sta t! was primarily concerned with the cost comparison between a 
buried propane distribution system and a natural gas distribution 
system . cue provided data relating t o an actual proposed 
development, that will benefit from the propane distributton 
syntom. When Staff compa red the Maxi mum Allowable Con,trtrlt len 
Costa between the t wo , it was (ound that the lnstall<~llon ul " 
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The Residential Water Heater Retention Program is a new 
program designed to encourage the continued use o f natu ra l gas 1n 
the home and avoid abandonment activities by cue . The program 
of (ers an incentive to customers and dealers when replacement of 
the natural gas water heater is a necessity. The dealer and 
customer are given the incentive when the heater is actua 11 y 
replaced by a new natural gas water heater . Keeping cust omers on 
the system benefits both existing customers and CUC since the fixed 
in frastructure costs can be spread over as many customers as 
possible. 

The Natural Gas Space Conditioning f or Residt!nt lal Homes 
Program is designe-d to encourage the use of energy efficient 
natural gas air conditioning products i n both newly constructed and 
retrofit homes. The cost of natural gas space conditioning 
equipment is s i gnificantly higher than its electric counterparts . 
While the equipment costs are higher, CUC's analyses o f the li(e 
cycle costs o! using natural gas in space conditioning appli cations 
reveals that the participating c ustomer and CUC' s existing 
ratepayers will benefit . The benefit t o gas ratepayers wil l be 
realized in two ways: increasing summer load when capaclty 1s 
greater than demand; and spreading the cost of existing fac1llties 
over a larger throughput. 

CUC' s Residential Propane Olstributlon Program is designed to 
promote the use of gas within developments tha t arc built beyond 
the economic extension of the Company' s exu ting natural qas 
infrastructure . Under CUC's prog ram, an underground propane system 
w1 ll be inst.alled and will be used until it Is economically 
feas1ble to extend the natural gas lines to the development . 

Accord in9 to cue, the system wi ll be capable of flowin9 
natural gas wi'h an adjustment to the orifices , once the main l1ne 
reaches the underground system. Prior to the conversion , the 
infras t ructure costs will not be included 1n the rate base. On ly 
at the time o f conversion to natural qas will the transfer of 
assets occur, at net book value and incent ive recovery an·1 
administrative costa be sought . 

Upon reviewing CUC's Residential Propane Dislributlon Program, 
StoJ !f requested additional information to support the program . 
Staff was primarily concerned with the cost comparison between '' 
buri ed propane distribution system and a natural gas distribution 
s ystem. cue provided data relatinq to an actual proposed 
development , that will benefit from t he propane distribution 
system . When Sta!C compared tho Maximum Allowable Const ruction 
Costs between the two, it was found that t he installation o! a 
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p ropane distribution system was more r.~~l effective by over 
S51 , 000 . The Contribution in Aid o f Cons truction could amount to 
over S73 , 000 , if a natural gas main e xtens1on were to be 
constructed . In addition, a s growth occurs botwocn the oxistln~ 
natural gas infrastructure and the subdivis ion , the natural gas 
system will be extended and the houses within the underground 
p ropane distribution system will be converted to natural gas. In 
essence, entire developments will be captured with this program, as 
compa red t o only a handful of houses converting late r t o ndturdl 
gas. 

Based on CUC' s responses to Sta!!'~ data requests , and amended 
filing, Staf f bel ieves that CUC' s analysis is thorough dnd 
comple t e. Accordingly, all o! CUC' s Conserva tion Programs, .!!' 

amended, should be approved. 
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I SSQI 2 : Should this docket be close1? 

• 
R&O?"HTMQAJIQI: Yes. If no person whose substantial interests arc 
affec ted by the Commission' s proposed agency action t1mely ftles a 
pro test within twenty-one days o f the issuance of the order, the 
docket should be closed. I! a protest is filed within twenty-one 
days from the issuance of the order , the programs previously 
approved should remain in effect, pending the resolution of the 
protest. Programs not previously approved should not be 
implemented until after resolution o! the protest . 

STAll AHlU,XSIS : Pursuant t o Rule 25-22 . 029( 4) , flonda 
Administrative Code, any person whose substantial interests ace 
affected by the Commission's proposed agenc y action shall have 
twenty-one days after issuance o f the order t o file a protest. If 
no timely protest is filed, the docket should be closed . 
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