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DATE: December 30, 1997 

TO: Division of Records and Reponing (.Bayo) 

FROM: Division of Electric and Gas (Lowery~ CJfp Jb:r 
RE: hem 6 Scheduled for the Jmwy 6. 1998 Agmla. DocU1 No.,17~8-GJJ - City Gas 

Company - Review 10 Dettnnlne Cost Effectiveness of Conservation Programs for 
City Gu Company of Florida. 

On December 23, 1997 • .urr submitted a n:comrnendatlon for the above referenced 
docket. On December 24, 1997, Records and Reporting nocifled staff that the hard copy 
that was filed did not include all necessary page.s. 

While the electronic copy rtled was correct, the three bard copies were not. On 
December 24, 1997. Staff distributed a memo along with what was thought to be the omined 
page four. Ironically, the lltiCbtd page four was incorrectly formatted and so the verbiage did 
not flow from paae th11:c to !)lge four. 

In an aacmpt to correct the multiplying errors. please replace the original bard copy 
recommendldoo IOd the December 24, 1997 memo~ the erroncouJ page four. with the 
attached recommendation. We sincerely apologiz.e for the siruation. Rest assured that the 
attached hard copy is idcoUcaJ to the electronic copy filed on December 23. 1997. 

If there is anything we can do to assist you in this matter. please call. 

PEL:og 
Attachment 
~= Cb~ Joruuon 

Commissioner Deason 
Comm.lssloner ClArk 
Commissioner JGesUna 
Commissioner Garcia 
Bill Talbou Noreen Davis 
Mary Bane David Smith 
Curtis WUJiams Bob Elias 
Bill 8elg Bob Tnpp 
Billy Stiles Joe Jenk.ins 
Cathy Bedell Cheryl Bulecza-Banks 
BnuJio Baez Wayne MaJtln 
Roben Vandiver 
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State of~ • 
liublit 6trbia ~mmission 

DATE: December 24, 1997 

TO: Cbairman Johnson 
Commissioner Deason 
Commissioner Clark 
Commissioner Kiesling 
Commissioner Garcia 

-M-E-M-0-R-A-N-D-U-M-

FROM: Division of Elec:uit and Gu (LOWERY) :fJ.T 
RE: Docket No. ~78-GU- City Gas Company- Review to Determine Cost Effectiveness 

of Conservation ~ for City Gas Company of Florida. 

On Dccember23, 1997, swhubmlued a recommendation for the above ~ferenced docket. Due 
10 an error in c:opyln&. pap 4 wu omitted from stairs submitted copies. Please include the 
anachcd to your copy of the recommendation. 

PEL:ng 
Att~ebment 
cc:: Bill Talboa 

M.uy BaDe 
Cun:iJ Williams 
BUJ Berg 
BUJy Stiles 
Cathy Bcdcll 
Braulio 8aez 
Roben Vandiver 

Noreen Davis 
David Smith 
Bob Elias 
Bob Trapp 
Joe Jenkins 
Cheryl Bulccza-Banks .. 
Wayne Makin 
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FLORIDA PUBLIC SBRVICB COMMISSION 
capital Circle Office Center e 2540 Shumard oak Boulevard 

Tallahassee, Florida 32399-0850 

TO: 

PROM: 

RB : 

AGENDA: 

December 23, 1997 

DIRBCTOR, DIVISION OP RECORDS ~ RBPORT;:~BAYO) 

DIVISION OP BLBCTRIC ~ GAS (~ B~~BAHXS) 
DIVISION OP LEGAL SBRVICBS (KLIAS) (.t\} t: 

DOCKBT NO. 970478-GU - CITY GAS COMPANY - REVIBW TO 
DBTBRMINB COST BPPBCTIVmtBSS OP CONSBRVATION PROGRAMS POR 
CITY GAS COMPANY OP FLORIDA . 

01/06/98 - R.BGUI..AR AGENDA - PROPOSED AGENCY ACTION -
INTBRBSTBD PBRSONS MAY PARTICIPATE 

CRITICAL DATES: NONB 

SPECIAL INSTRUCTIONS: S:\PSC\BAG\WP\ 970478GU.RCM 

CA8B 8ACWROUND 

On June 14 , 1994, ~hesapeake Utilities Corporat ion (CUC) filed 
a petition for approva.l of its natural gas space conditioning 
program, Docket No. 940643-EO. On August 16, 1994, Tampa Electric 
Company (TECO) filed a petition for leave to intervene. TECO 
claimed : hat CUC' s cost and benefit assumptions were i n error. 
TECO further claiu~ed that if the program was approved • ... both the 
participants in the program as, well as the customers of both 
Chesapeake and Tampa Electric will be harmed." 

TECO withdrew ita intervention to Docket No. 940643-EG with 
the understanding that the Commission would open a Docket to 
reevaluate the methodology used to determine cost-effectiveness for 
Natural Gas Demand Side Management Programs (DSM). ln Order No. 
PSC-94-1183-FOP-EG, issued on September 27, 1994, the Commission 
determined it would open a docket to evaluate the conservation cost 
effectiveness methodology used by Florida's regulated natural gas 
utilities. Docket No. 941104 -EO was opened on October 17, 1994. 
The purpose of the Docket was to evaluate the existing natural gas 
conservation methodology and, if necessary, to develop a new 
methodology to replace the existing one. OOCUHEHT hU~Prq-OATE 
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DOCKET NO. 970478-GU 
DATE: December 23, 1997 

After reviewing the Commission's current policy, Staff 
developed a proposed methodology to evaluate cost effectiveness of 
conservation programs a.nd mailed it to all parties on November 23, 
1994. Staff asked f or comments, suggestions, and new methodology 
proposals. Peoples Gas System (Peoples), City Gas company of 
Florida (City Gas), Chesapeake Utilities Corporation (Chesapeake), 
West Florida Natural Gas (WFNG), Florida Power and Light (FPL), 
Florida Power Corporation (FPC), TECO, and Gulf Power company 
(GULF) submitted comments on St:aff • s suggested methodology. In 
addition, workshops were held on February 1, 1995, and May 19, 
1995, to discuss the methodology. Except for Chesapeake, these 
same utilities filed post-workshop comments. 

On November 8, 1995, Staff recommended the Commission 
establish a methodology for reviewing gas DSM programs by proposing 
Rule 25-17.009, Florida Administrative Code, entitled "Requirements 
for Reporting Cost Effectiveness Data for Demand Side Management 
Programs for Natural Gas utilities." The proposed rule adopting a 
new methodology w.'ls approved by the Commission on November 21, 
1995. 

However, on December 29, 1995, West Florida Natural Gas 
(WFNG), Florida Power & Light (FPL), and Tampa Electric Company 
(TECO) submitted comments on the proposed rule and TECO requested 
a conditional hearing. On January 29, 1996, Staff and the 
interested parties met to discuss the comments filed. The parties 
reached agreement as to the wording of the cost -effectiveness 
methodology, and on February 20, 1996, TECO withdrew its 
conditional request for a hearing. On March 20, 1996, the 
Commission approved Rule 25 - 17.009 and the amended cost 
effectiveness methodology in Order No. PSC-96-0464 - FOF - EG. 

On August 22, 1996 Peoples became the first gas utility to 
file under the new methodology in Docket No. 960557-GU. Peoples 
conservation programs were approved as filed on December 17, 1996. 

Subsequently, Docket No. 970478-GU was opened requiring City 
Gas to refile its conservation programs using the new methodology 
approved by the Commission. City Gas is required to offer 
conservation programs because they have annual sales greater than 
100 million therms per year per the Florida Energy Effi-::iency 
Conservation Act, Section 366.82 (1), Florida Statutes. City Gas 
has offered the following conservation programs: Residential 
Builder, Multi-Pamily Residential Builder, Residential Appliance 
Replacement, Dealer, and Oa• Appliance in Schoolo . 
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• 
DOCKET NO. 970478-GU 
DATE: December 23, 1997 

DISCQSSION OF ISSQBS 

ISSQB 1: Should the Commission approve City Gas' Conservation 
programs as filed under the gas conservation cost-effect i•:eness 
models? 

RECOMMENPATION: Yes. The Commission should approve City Gas' 
Conservation Programs as filed under the gas conservation cost· 
effectiveness models. 

STAfF AKALYSIS: On August 18, 1997, City Gas submitted its 
analysis of all existing and new conservation programs as required 
by Staff. Five programs filed by City Gas are existing programs and 
four are new programs. The five existing programs include the 
Residential Builder, Multi-Family Residential Builder, Residential 
Appliance Replacement, Gao Appliance in Schools, and Dealer 
Programs. City Gas is also seeking approval of four new programs 
which consist of the Residential Propane Converoion, Residential 
CUt and cap Alternative, Commercial/Industrial Conversion, and the 
Commercial/Industrial Alternative Technology Incentive Programs. 
All programs were e·taluated using a Participants Screening Test and 
a Gas Rim Test (G-RIM). Among the benefits included in the Rim 
test are: Base Rate revenues, Purchased Gas Ad justment (PGA) 
revenues, and customer charge revenues. Among the Costs included 
in the G-Rim Tests are: Supply Main, Development Mai n, Service 
line, Meter set, utility allowances, Administration, 0 & M, and Gas 
supply costs. 

On November 10, 1997, City Gas submitted additional 
information, per Staff's request, regarding usage estimates, cost 
estimates, and methodology used to calculate general assumptions. 
City Gas also provided corrections for one of the programs due to 
a mathematical error. 

Staff had initial reservations regarding the Dealer Program 
and certain aspects of Commercial/Industrial Conversion Program. 
Staff was primarily concerned with incentives for gao equipment 
that resulted in test calculations below the acceptable 
cost/benefit ratio of 1.0. Staff was also concerned the 
Commercial/Industrial Alternative Technc•logy Incentive Program was 
too broad in nature to analyze under the current coot -effectiveness 
methodology. 

In response to Staff's concerns, City Gas amended its filing 
on December 10, 1997. City Gas modified the description of the 
Residential Appl iance Replacement Program to include language 
stating that incentives for natural gas ranges and c lothes dryers 
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• 
DOCKET NO . 970478-GU 
DATE: December 23, 1997 

tiRRECTED COPY 

are available only when there is an existing line present, or at 
least one other qualified appliance i s i nstalled at the same time 
as the range or dryer . City Gas modified the Commercial/Industrial 
Conversion Program to exclude conversions from oil to natural gas. 
City Gas also wi t hdrew the Dealer Program . In addition, City Gas 
agreed to file all costing models, RIM tests , and evaluations, with 
respect to individual projects in the Comme rcial/Industrial 
Alternative Technology Incentive Program, each year a long with i~s 
annual Ene.rgy Conservation Cost Recovery (ECCRI Filing . This will 
allow Staff to analyze each project t o enure the appropriateness of 
any expendit ures and determine cost -effectiveness be fore any cost 
are r ecover ed t hrough ECCR. 

Based on City Gas• responses to Staff's data requests, and 
amended f iling , Staf f believes that City Gas• analysis is thorough 
and complete. Accordingly, a l l of City Gas• Conservation Programs, 
as amended, should be appr oved. 

I SSQB 2 : Shoul d this doc ket be closed? 

BBCOMMBHDAT1QN: Yes. If no substantially affected person files a 
protest wi t hin 21 days of the issuance of t his orde r. the docket 
should be cl os ed . If a protest is f iled within 21 days from the 
issuance date of the order, the programs previously approved should 
remain i n e f fect, pending the resolution of the protest. Programs 
not previously approved should not be implemented until after 
resolution of the protest. 

STAfF ANALYSIS : I f no substantially affected person files a 
protest within 21 days of the issuance o f this order, the docket 
should be closed. If a protest is filed wi thin 21 days from the 
ir9uance ~te of the order, the programs previously approved should 
remain in uffect, pending the resolution of the protes~ . Programs 
not prevJ.ously approved should not be implemented until after 
resolut i on o f the protest. 
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