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Program Goals and Cumulative Impact

Progress Energy Florida’s DSM Plan has specifically been designed to efficiently acquire all cost-effective DSM resources necessary to meet the conservation goals proposed in FPSC Docket 040031-EG. The DSM Plan consists of five (5) residential programs, seven (7) commercial and industrial (C/I) programs, a technology research and development program, and a qualifying (small power production or cogeneration) facilities program:

	RESIDENTIAL PROGRAMS
	COMMERCIAL/INDUSTRIAL PROGRAMS

	Home Energy Check
	Business Energy Check

	Home Energy Improvement
	Better Business

	New Construction
	C/I New Construction

	Low Income Weatherization Assistance
	Innovation Incentive

	Residential Energy Management
	Standby Generation

	
	Interruptible Service

	
	Curtailable Service

	Technology Development

	Qualifying Facilities


These DSM programs have been designed to achieve the conservation goals proposed in Docket 040031 while minimizing the rate impacts on all PEF customers.  In designing these DSM programs, the following multiple objectives were addressed:

· Achieve the annual conservation goals established in Docket 040031-EG for 2005-2014
· Minimize rate impacts to all PEF customers

· Base program designs on customer needs

· Implement mechanisms to minimize free ridership

· Capture all cost-effective DSM resources, including cost-effective lost opportunities

· Provide customers with added value -- efficiency, convenience, productivity, comfort and reliability

· Utilize market involvement, such as dealers and home builders, where appropriate.

Tables I-1 and I-2 present the cumulative demand and energy impacts projected to be achieved by this DSM Plan as compared to the Commission-established goals for each year during the planning period 2005-2014, for the residential and C/I sectors, respectively.  PEF’s DSM Plan is designed to meet or exceed the Commission-established energy and demand goals.

	Table I-1

	Progress Energy Florida, Inc.

	Residential Market Segment Demand and Energy Data

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Table I-2

	Progress Energy Florida, Inc. 

	Commercial/Industrial Segment Demand and Energy Data 

	
	
	
	
	
	
	

	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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II.
Program Introduction

A. Program Operation

The focal point for both the residential and the C/I sector programs is an energy audit program (Home Energy Check for residential and Business Energy Check for C/I).  The energy audit programs serve multiple purposes to satisfy the needs of PEF, its customers, and the Commission:

1. Educate customers by providing an overview of typical energy use.

2. Identify opportunities for improving energy efficiency at the customer’s home or facility.

3. Serve as the marketing tool to introduce customers to PEF’s other conservation programs.

4. Assist PEF in minimizing free ridership in the other DSM programs.

5. Satisfy the Commission’s mandate to offer energy audit services to all customers.

For the residential sector, PEF has consolidated most measures into two “umbrella” programs -- the Home Energy Improvement program for existing customers and the New Construction program for new home builders.  The creation of these comprehensive programs provides significant benefits over implementing measure-specific programs, including the following:

· Increased program cost-effectiveness through lower program administration, implementation, monitoring, and evaluation costs by minimizing redundant functions.

· More efficient program delivery because each customer can be more comprehensively addressed.

· Improved marketability to customers through concise, consistent, and comprehensive program packaging.

For the C/I sector, PEF has also consolidated most of the measures into “umbrella” programs -- the Better Business program for existing customers and the C/I New Construction program for new commercial buildings.  These “umbrella” programs provide the same benefits as described above.  But in the commercial and industrial sectors, because the facilities and systems are more complex than in the residential sector, there are additional opportunities for conservation from customer-specific technology improvements, as well as from alternative rates.  Thus, for the C/I sector, PEF’s DSM Plan also includes the Innovation Incentive program for customized efficiency improvements, as well as the Standby Generation, Interruptible Service, and Curtailable Service programs.
Technology Development pursues research, development and demonstration projects, individual projects as well as partnerships, of potential energy saving technologies to help determine new possible cost-effective measures. 
Under the Qualifying Facilities program, Progress Energy develops standard offer contracts, negotiates, enters into, amends and restructures firm energy and capacity contracts entered into with qualifying cogeneration and small power production facilities, and administers all such contracts.
B. Cost-Effectiveness

All programs submitted in this DSM Plan have been analyzed for cost-effectiveness using the Commission-approved tests described in Rule 25-17.008, Florida Administrative Code.  PEF’s DSM Plan has specifically been designed to efficiently acquire all cost-effective DSM resources necessary to meet the Commission-established goals for PEF.  The programs were evaluated based on the Rate Impact Measure (RIM) test to ensure that the DSM programs result in lower electric rates than supply-side alternatives.

In order to conduct the cost-effectiveness analysis, the DSView model (produced by New Energy Associates) was used to evaluate the DSM programs against potentially avoidable supply-side capacity.  In contrast to static models such as the Florida Integrated Resource Evaluator (FIRE) model, DSView is a more sophisticated dynamic model which more nearly simulates the operation of the power system.  For example, DSView is directly integrated with other supply-side planning models, thereby allowing variables such as marginal fuel costs, hourly production costs, and generation equivalency to be computed and applied more accurately than under the FIRE model.  Because of this fundamental modeling concept difference, DSView will produce different results from the FIRE model.

A summary of the cost-effectiveness results for each of the DSM programs included in this DSM Plan are shown in Table II-1.  In addition, detailed program cost-effectiveness results are presented at the end of each program discussion in Sections III and IV of this document.  These detailed results consist of one page each for the RIM, Participant, and Total Resource Cost (TRC) Tests.

	Table II-1

	Summary of Demand Side Management Programs

	Included in Proposed Plan

	Period 2005-2014

	
	
	
	
	
	
	
	
	
	
	

	 
	Rate Impact Measure Test
	Participant Test


	Total Resource Cost Test
	 

	DSM Measure
	PV Total Benefits ($000)
	PV Total Costs ($000)
	B / C Ratio
	PV Total Benefits ($000)
	PV Total Costs ($000)
	B / C Ratio
	PV Total Benefits ($000)
	PV Total Costs ($000)
	B / C Ratio
	Program Status

	Home Energy Check
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	Existing

	Home Energy Improvement
	95,438
	90,520
	1.05
	86,790
	20,377
	4.26
	95,438
	24,107
	3.96
	Modified

	Residential New Construction
	33,885
	26,410
	1.28
	22,269
	10,891
	2.04
	33,885
	15,032
	2.25
	Modified

	Low Income Weatherization
	1,484
	1,472
	1.01
	1,292
	NA
	NA
	1,484
	180
	8.24
	Existing

	Residential  Winter-Only Energy Management
	31,320
	20,728
	1.51
	10,050
	360
	28
	30,960
	10,678
	2.90
	Existing

	Business Energy Check
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	Existing

	Better Business
	8,283
	6,904
	1.20
	6,826
	4,414
	1.55
	8,283
	4,492
	1.84
	Modified

	C/I New Construction
	7,129
	5,944
	1.20
	5,899
	3,866
	1.53
	7,129
	3,911
	1.82
	Modified

	Innovation Incentive
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	Existing

	Standby Generation
	6,602
	5,403
	1.22
	4,768
	0
	NA
	6,602
	634
	10.40
	Existing

	Interruptible Service
	253
	242
	1.04
	170
	0
	NA
	253
	72
	3.51
	Existing

	Curtailable Service
	466
	367
	1.27
	145
	0
	NA
	466
	222
	2.09
	Existing

	Technology Development
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	Existing

	Qualifying Facilities
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	NA
	Existing

	NOTES:
	
	
	

	(1) Home Energy Check and Business Energy Check are FPSC mandated programs; therefore, no cost-effectiveness analysis was conducted for these programs. 

	(2) Innovation Incentive projects are individually evaluated for cost-effectiveness; only projects that pas both the RIM and Participant tests are approved. 

	(3) Technology Development projects are individually evaluated for cost-effectiveness. 


C. Program Monitoring and Evaluation

Program monitoring and evaluation are important components of DSM implementation.  They serve the purpose of ensuring that all DSM resources are acquired in a cost-effective manner.  Specifically, program monitoring includes tracking program data and ensuring quality control.  Program evaluation results document the energy and demand impacts and cost-effectiveness of the program, as well as suggest ways that the program can be improved by increasing savings, reducing costs, or increasing participation.

While there is a great need to regularly evaluate programs to ensure their cost-effectiveness, there is an equally great need to utilize the evaluation method that is most cost-effective.  Imprudent expenditures on evaluation can significantly affect the overall cost-effectiveness of a program to its detriment.  Just as PEF’s DSM Plan is limited to cost-effective programs, only cost-effective evaluation efforts should be used to evaluate these programs.  The level of evaluation effort must be balanced with the need for evaluation.  For example, the programs that provide the largest portion of the total DSM impact should be given the greatest evaluation emphasis.  Programs (or measures) that provide small per unit impacts or which have had relatively low levels of participation should be evaluated using approaches that can be justified given their relative contribution to the total net benefits.

Therefore, while there are many methods available to evaluate the impacts of these programs, PEF will determine on a program-by-program basis the most cost-effective evaluation method based on factors such as participation levels, program performance, dollars invested, the level of uncertainty of measure performance, etc.

D. Cost-Recovery

PEF submits the programs herein described for approval and for inclusion as cost recoverable Conservation and Energy Efficiency Programs under current FPSC-approved procedures pursuant to Rule 25-17.015, and requests permission to recover all costs associated with the development and administration of this DSM Plan.

In addition, PEF intends to maintain its work toward administering and negotiating cogeneration contracts, and will continue to seek recovery of all associated administrative costs through the Energy Conservation Cost Recovery (ECCR) Clause.

PEF will make every effort toward the most appropriate transition from its existing DSM programs to any new or modified programs submitted in this Plan.  As such, PEF seeks to recover all costs incurred through the implementation of those existing programs during the transition period.  This is in accordance with approved Program Participation Standards which allow, in the event of program discontinuance, the extension of current recommendations and rebate amounts for up to two years from the date of program discontinuance or until the rebate is paid, whichever is sooner.

PEF has designed each of the DSM programs to pass the RIM test; therefore, each program is cost-effective on its own merit.  This should not rule out the possibility that the Company may request incentives or recovery of lost revenues in the future.
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