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Q.
Please state your name and business address.

A.
My name is John A. Masiello.  My business address is 3300 Exchange Place, Lake Mary, Florida 32746 

Q.
By whom are you employed and in what capacity?

A.
I am employed by Progress Energy Florida (Progress Energy or the Company) in the capacity of Manager, Program Development & Administration.

Q.
Please describe the duties and responsibilities of your position with Progress Energy.

A.
My responsibilities include the design, implementation and administration of the Company’s Demand-Side Management (DSM) programs, including all training, budgeting, and accounting functions related to these programs.
Q.
Please summarize your educational background and professional experience.

A.
I have a Bachelor of Arts degree in Business Management from Warner Southern College.  In addition, I have received the following energy-related certifications: Certified Energy Manager (CEM) from the Association of Energy Engineers, Certified Cogeneration Professional (CCP) from the Association of Energy Engineers, and an Energy Rater certificate from the State of Florida.  Prior to joining Progress Energy in July 1991, I served for ten years as the managed an energy services company that was recognized by the Carter Administration as a model energy efficiency program.

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to propose and support new conservation goals for Progress Energy.  These proposed numeric goals are based upon the Company’s most recent planning process of the total cost-effective kilowatt and kilowatt-hour conservation savings reasonably achievable in Progress Energy's service area over the ten-year period from 2005 to 2014.  In addition, my testimony presents and describes Progress Energy’s proposed DSM Plan that has been designed to achieve these conservation goals.

Q.
Do you have any Exhibits to your testimony?

A.
Yes, I will sponsor the following exhibits:  Exhibit No. ___ (JAM-1), Progress Energy's Proposed Numeric Conservation Goals; Exhibit No. ___ (JAM-2), Progress Energy's Ten-Year Projections of DSM Savings; Exhibit No. ___ (JAM-3), Details of Conservation Measures Selected for Evaluation; and Exhibit No. ___ (JAM-4), Progress Energy’s Proposed DSM Plan.  Exhibits JAM-1 and JAM-2 are attached to my prepared testimony.  Exhibits JAM-3 and JAM-4 are voluminous and have been separately bound.

PROPOSED CONSERVATION GOALS

Q.
What are the conservation goals that you propose the Commission should establish for Progress Energy in this proceeding?

A.
My Exhibit JAM-1 shows Progress Energy’s proposed goals for both the residential and commercial/industrial market segments by year on an annual and cumulative basis for the ten-year planning period from 2005 through 2014.  The following is a summary of the Company’s proposed cumulative conservation goals through the end of 2014:

Residential Market Segment

(
366 MWs of winter peak demand reduction,

(
  92 MWs of summer peak demand reduction, and

(
161 GWh of energy reduction

Commercial/Industrial Market Segment

(
34 MWs of winter peak demand reduction,

(
36 MWs of summer peak demand reduction, and

(
29 GWh of energy reduction.

Q.
Would you briefly describe the process used to determine Progress Energy’s proposed DSM goals?

A.
Yes.  Assessments were conducted of the residential and commercial market segments (both new and existing construction) and the major end-use categories through a series of Rate Impact Measure (RIM) evaluations.  During the analysis, consideration was given to overlapping measures, rebound effects, free riders, interactions with building codes and appliance efficiency standards.  Since changes in the energy code are anticipated to impact DSM measures such as HVAC and commercial lighting during the planning period, the baseline was adjusted to reflect the changes in order to provide accurate results within these categories. 



Progress Energy’s System Planning and Generation Modeling & Analysis Departments developed a base supply-side plan that identified the supply-side-only resources required to meet customers’ future load growth, assuming no new conservation, at the lowest cost.  Next, all applicable conservation measures were evaluated against the base supply-side plan to determine the cost-effectiveness of each measure.  Progress Energy performed this evaluation using each of the Commission’s three prescribed tests for DSM cost-effectiveness; the Participant, RIM, and Total Resource Cost (TRC) tests.  The seasonal MW demand and annual GWH energy savings associated with all cost-effective conservation measures were then summed by market segment to determine Progress Energy’s proposed DSM goals.

Q.
Did you produce ten-year projections of DSM savings as a result of this process?

A.
Yes.  We have made reasonable projections for the 10-year planning period recognizing the success and history of existing programs.  Ten-year projections of the total amount of cost-effective savings reasonably achievable through DSM for the Progress Energy system are shown in my Exhibit JAM-2.  These projections are identical to the sum of the residential and commercial/industrial (C/I) market segment DSM goals being proposed by Progress Energy.

Q.
What considerations did Progress Energy use to determine conservation measures to be analyzed?

A.
During the selection and analysis of the conservation measures, Progress Energy gave consideration to the issues and end-use categories specified in Commission Rule 25-17.0021(3), F.A.C.  The conservation measures were evaluated separately for the residential and commercial/industrial market segments, and vintage (i.e., existing construction and new construction).  The residential space conditioning measures were also evaluated for each of the two major baseline technologies (i.e., strip-heat and heat pumps).

Q.
What conservation measures were analyzed by Progress Energy? 

A.
The Company’s analysis included Code/Utility Evaluation (CUE) and Potential Utility Program (UP) Measures taken from the “List of Demand Side Management Measures and their Implementation Applicability” in the Commission’s Fourth Order Establishing Procedure in the 1993 Goals proceeding (Docket No. 930549-EG).  In addition, several promising measures, including “Cool Roofs” and energy recovery technologies such as the Membrane Energy Recovery Ventilator (MERV), were identified by Progress Energy and added to the list of measures to be evaluated.  

Q.
Would you please describe the market penetration analysis?

A.
Yes.  The market penetration analysis used to estimate the participation projections for each conservation measure involved a mix of approaches.  Actual historical data and expert judgment from over twenty years of implementing successful DSM programs by the Company provided the basis for projecting participation in many of the conservation measures included in Progress Energy’s programs.  Participation was determined based upon varying forces such as market growth, economic strength, weather conditions, and other related impacts.

Overall, the Home Energy Improvement Program is expected to increase and the Residential New Construction Program will begin to decline due to recent increases in the minimum qualifying standards for this program.  Standards have risen to maintain the integrity of the program's cost-effectiveness as minimum building codes also increase.  


Audit participation was projected based upon historical data and anticipated changes in consumer lifestyles patterns. Interest in online audits is expected to increase as the internet becomes the medium of choice for financial transactions and informational exchange.

Q.
Would you please describe the process used to evaluate the conservation measures for cost-effectiveness?

A.
Yes.  Progress Energy used the DSView model, owned and licensed by New Energy Associates, to perform the conservation measure cost-effectiveness evaluations.  Using DSView, each conservation measure was evaluated against a set of potentially avoidable supply-side capacity options.


The conservation measures were defined in the model in terms of their cost and energy and demand impacts.  Thus, the primary data inputs for the conservation measures include the incremental equipment and installation cost of the measure, any incremental recurring O&M costs, kW and kWh savings, utility administration costs, utility incentives to customers, and the participation projections.


The supply-side resources are primarily defined by the cost, type, and timing of planned future supply-side resources in the absence of any new DSM.  A base supply-side plan was developed by the System Planning Department and the Generation and Modeling Analysis Departments using Progress Energy’s most recent demand and energy forecast without including the impacts of any incremental new DSM.  The base supply-side plan represents the most cost-effective approach to meet future load growth with only supply-side resources, and properly defines the set of potentially avoidable supply-side resources that DSView evaluates the conservation measures against.



The primary outputs produced by the DSView model for each conservation measure are the benefit/cost results from the Commission-approved Participant, RIM, and TRC cost-effectiveness tests.  My Exhibit JAM-3 shows the results of these three tests for all measures with a benefit/cost ratio greater than 1.0 on each test, as well as the major input data associated with each conservation measure.  This exhibit also contains six sheets of data supporting the savings included in Progress Energy's proposed goals from its residential and commercial audit programs. 
Q.
How does Progress Energy define cost-effective conservation?

A.
In developing its DSM goals, Progress Energy adheres to past Commission precedent in considering a conservation program to be cost-effective only if it satisfies the Commission’s Participant and RIM cost-effectiveness tests.  In other words, a program that passes the Participant and TRC tests, but fails the RIM test, is not considered cost-effective for purposes of determining cost-effective DSM goals.  

Q.
How do Progress Energy’s proposed residential DSM goals compare with the existing residential DSM goals currently in place?

A.
The following table compares Progress Energy’s proposed residential ten-year cumulative DSM goals with Progress Energy’s currently existing residential ten-year DSM goals.

   Residential Ten-Year Cumulative DSM Savings

Peak MW Demand

Winter
Summer
GWH Energy

Existing Goals

   389
     125


185

Proposed Goals

   366
       92


161

Difference


    -23
      -33


 -24

As can be seen from the table, the proposed ten-year goals for residential summer and winter peak demand and GWH savings is slightly lower than the existing ten-year demand and energy goals.  This is in large part the result of scheduled changes in the Seasonal Energy Efficiency Rating or SEER standard for residential central air conditioners, which are expected to result initially in a decrease in participation levels for all HVAC measures.  This change will apply to central air conditioners starting in January 2006 and will increase the standard applicable to today’s models by 30 percent.  In addition, participation in such measures as insulation and duct repair are expected to decrease in the latter years of the plan as the impact of more stringent energy codes and program saturation levels are realized. 

Q.
Are there any residential direct load control measures that were cost-effective? 

A.
Yes, Progress Energy identified a combination of two direct load control measures that were found to be cost-effective; central heating and water heating during the winter months only.  These measures contribute about 96 MW to Progress Energy’s proposed Winter Peak MW Demand goal over the ten-year period.

Q.
What do these cost-effectiveness results for the direct load control measures mean to Progress Energy’s Residential Energy Management Program?  

A.
Progress Energy will continue to offer its five-month “winter only” program, although declining participation in this program is expected to continue.  This remains a cost-effective program, which provides direct load control of participating customers’ electric water heating and central electric heating appliances during the winter months of November through March.

Q.
How do Progress Energy’s proposed Commercial/Industrial DSM goals compare with the existing goals for this market segment?

A.
The proposed C/I goals are slightly lower than Progress Energy’s existing goals for summer and winter peak demand, but slightly higher for GWh savings.  The following table compares Progress Energy’s proposed ten-year cumulative C/I DSM goals with the existing ten-year goals.

    Commercial/Industrial Ten-Year Cumulative DSM Savings Goals

Peak MW Demand

Winter
Summer
GWH Energy

Existing Goals
37
38
19

Proposed Goals
34
36
29

Difference
-3
-2
10

Q.
Why is Progress Energy’s proposed Commercial/Industrial GWH savings higher than the existing goals? 

A.
The savings in the Company’s proposed C/I GWh goal increased due to the changing mix of HVAC measures.  The proposed goal is more heavily weighted to HVAC measures that yield greater energy savings. 

PROPOSED DSM PLAN

Q.
Please describe Progress Energy’s proposed DSM Plan for achieving the Company’s proposed conservation goals?

A.
The DSM programs that comprise Progress Energy’s proposed DSM Plan are set forth and described in my Exhibit JAM-4.  The DSM Plan includes a wide variety of end-use conservation measures that have been grouped and tailored to complement each other in 14 individual DSM programs, consisting of five residential programs, seven commercial-industrial programs, a qualifying (cogeneration and small power production) facilities program, and a research and development program.  These DSM programs are in large part the same as the Company’s current DSM programs, with certain revisions and refinements to account for changes that have taken place since they were initially approved by the Commission in 2000.  In combination, they are expected to achieve the proposed conservation goals described in the prior portion of my testimony.  Like the current programs, the proposed DSM programs will provide Progress Energy’s customers with comprehensive DSM services while resulting in electric rates that are lower than they would have been if these programs had not been implemented.  

Q.
Does this conclude your testimony?

A.
Yes, it does.
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	Proposed Residential Plan 2004 DSM Filing

	 
	Projected Summer

Demand Savings (MW)
	Projected Winter

Demand Savings (MW)
	Projected Annual

Energy Savings (GWh)

	Year
	Incremental
	Cumulative
	Incremental
	Cumulative
	Incremental
	Cumulative

	2005
	13
	13
	43
	43
	21
	21

	2006
	8
	21
	33
	75
	14
	35

	2007
	9
	30
	33
	108
	15
	50

	2008
	8
	38
	33
	142
	15
	65

	2009
	9
	47
	34
	175
	15
	80

	2010
	8
	55
	35
	210
	15
	95

	2011
	10
	65
	38
	248
	17
	112

	2012
	9
	74
	38
	287
	17
	128

	2013
	9
	83
	38
	324
	16
	144

	2014
	9
	92
	42
	366
	16
	161

	
	
	
	
	
	
	

	Proposed Commercial Plan 2004 DSM Filing

	 
	Projected Summer

Demand Savings (MW)
	Projected Winter

Demand Savings (MW)
	Projected Annual

Energy Savings (GWh)

	Year
	Incremental
	Cumulative
	Incremental
	Cumulative
	Incremental
	Cumulative

	2005
	4
	4
	3
	3
	3
	3

	2006
	3
	7
	4
	7
	3
	6

	2007
	4
	11
	4
	10
	3
	9

	2008
	4
	14
	3
	14
	3
	12

	2009
	3
	18
	3
	17
	3
	15

	2010
	3
	21
	3
	20
	3
	18

	2011
	4
	25
	4
	24
	3
	20

	2012
	3
	29
	3
	28
	3
	23

	2013
	3
	32
	3
	31
	3
	26

	2014
	4
	36
	3
	34
	3
	29
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	Proposed Ten-Year Projection of DSM Savings

	 
	Projected Summer

Demand Savings (MW)
	Projected Winter

Demand Savings (MW)
	Projected Annual

Energy Savings (GWh)

	Year
	Incremental
	Cumulative
	Incremental
	Cumulative
	Incremental
	Cumulative

	2005
	17
	17
	46
	46
	24
	24

	2006
	11
	28
	36
	82
	17
	41

	2007
	13
	41
	37
	118
	18
	59

	2008
	12
	52
	36
	156
	18
	77

	2009
	12
	65
	37
	192
	18
	95

	2010
	11
	76
	38
	230
	18
	113

	2011
	14
	90
	42
	272
	20
	132

	2012
	12
	103
	41
	315
	20
	151

	2013
	12
	115
	41
	355
	19
	170

	2014
	13
	128
	45
	400
	19
	190
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