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PETITION OF FLORIDA POWER & LIGHT COMPANY

FOR APPROVAL OF MODIFICATIONS TO ITS BUILDSMART™ PROGRAM

Florida Power & Light Company (“FPL”), pursuant to Section 366.82(2)
, petitions the Florida Public Service Commission (the “PSC” or the “Commission”) for approval of modifications to its BuildSmart™ Program (the “Program”) and to allow FPL to recover reasonable and prudent expenditures for the modified Program through FPL’s Energy Conservation Cost Recovery (“ECCR”) Clause.  The grounds for this Petition are:

1.
FPL’s address is 9250 West Flagler Street, Miami, FL 33174.  Correspondence, notices, orders and other documents concerning this Petition should be sent to:

	William G. Walker, III

Florida Power & Light Company

Vice President

215 South Monroe Street

Suite 810

Tallahassee, Florida  32301-1859

Telephone: (850) 521-3900
	R. Wade Litchfield, Esq.

Natalie F. Smith, Esq.

Florida Power & Light Company

700 Universe Boulevard

Juno Beach, Florida  33408

Telephone: (561) 691-7207

Facsimile: (561) 691-7135


2. FPL is a public utility regulated by the Commission pursuant to Chapter 366, Florida Statutes. FPL is subject to the Florida Energy Efficiency and Conservation Act (“FEECA”), Sections 366.80-366.85 and 403.519. Pursuant to FEECA, the Commission established conservation goals for FPL for 2000 through 2009.  Order No. PSC-99-1942-FOF-
EG, Docket No. 971004-EG (issued Oct. 1, 1999).  The Commission has also approved a demand side management (“DSM”) plan for FPL for meeting FPL’s Commission-approved conservation goals.  Order No. PSC-00-0915-PAA-EG, Docket No. 991788-EG (issued May 8, 2000).  Pursuant to Section 366.82 and Rule 25-17.015, FPL has an ECCR Clause through which it recovers its reasonable and prudent unreimbursed costs for conservation audits, conservation programs, and implementation of FPL’s conservation plan.  FPL has a substantial interest in achieving its Commission-approved conservation goals.  FPL also has a substantial interest in amending its BuildSmart™ Program and DSM Plan as proposed by this Petition.  FPL also has a substantial interest in recovering the costs of the modified BuildSmart™ Program through its ECCR Clause. 

BACKGROUND
3.
In March 1993, the Commission approved the New Home Construction Research Project as part of FPL’s Conservation Plan.  Order No. PSC-93-0339-FOF-EG.  The New Home Construction Research Project was a two-year research project designed to investigate, quantify and determine the cost-effectiveness of the conservation opportunities available in the residential, detached, single-family home construction market.

4.
A significant part of the New Home Construction Research Project was the creation and offering of a BuildSmart™ pilot program that was used to evaluate the impact of education, inspections, and certification on new home construction energy-efficiency.  In the BuildSmart™ pilot program, FPL educated builders and customers about energy-efficiency building practices and their benefits, performed new home inspections to verify installations, determined the energy efficiency of the homes, and provided certificates for qualifying new homes (homes that exceed Florida Energy Efficiency Code requirements by more than 10%-Bronze Certificates, 20%-Silver Certificates, and 30%-Gold Certificates). 

5.
FPL completed its New Home Construction Research Project and filed a final report with the Commission on June 1, 1995.  The final report found that BuildSmart™ had proven preliminarily to be cost-effective.

6.       On December 7, 1995, FPL petitioned the Commission for approval of a permanent BuildSmart™ Program.  FPL’s BuildSmart™ Program was approved by the Commission and authorized for ECCR recovery.  Order No. PSC-97-1017-S-EG.  When FPL’s most recent DSM Plan was approved by the Commission, the BuildSmart™ Program was part of FPL’s approved plan.  Order No. PSC-00-0915-PAA-EG.  

CURRENT BUILDSMART™ PROGRAM DESIGN

7.       The BuildSmart™ Program is designed to promote the construction of energy-efficient homes. The BuildSmart™ Program is targeted to the residential, new construction, single family, detached dwelling market.  FPL performs plan reviews and conducts home inspections during the construction process and provides certification of completed homes that successfully meet Program standards. 
8.      FPL charges fees to homebuilders for plan inspection and certification.  FPL charges different levels of fees per home, depending upon the level of efficiency achieved.  Lower fees are charged to homes with higher energy efficiency, and homes that are at least 30% more efficient than the baseline have no fee.  FPL certifies three different levels of BuildSmart homes: Bronze homes are homes that achieve an energy rating that is between 10 and 19% more energy efficient than the Florida Energy Efficiency Code requires (an Energy Performance Index (“EPI”) rating
 of 90-81); Silver homes are homes that achieve energy efficiency that is between 20 and 29% more efficient than the Florida Energy Efficiency Code requires (an EPI rating of 80-71); and Gold homes are homes that achieve energy efficiency of 30% or greater than required under the Florida Energy Efficiency Code (an EPI rating of 70% or lower). 

9.      FPL has three different BuildSmart™ Program service offerings: a Basic Service Offering that includes an initial and final inspection; a Premium Service Offering that includes an additional midpoint inspection; and a Permit Service Offering where FPL performs EPI calculations for builders that elect not to participate in certification.

THE NEED FOR PROGRAM MODIFICATION

10.      While a significant share of new home construction in the nation continues to occur in FPL’s service territory, the participation rate in the BuildSmart™ Program has been lower than anticipated.  As discussed in greater detail in Appendix C, FPL’s analyses demonstrate there is an opportunity to improve the energy efficiency of new homes that is not being realized.  To identify opportunities to increase participation in its BuildSmart™ Program, FPL performed a situational analysis of the Program.  That analysis revealed that the Program performs well relative to most homebuyers’ needs but performs poorly in meeting builders’ key needs.  
11.
The target audiences for the success of the BuildSmart™ Program are builders and homebuyers.  However, these entities have different needs, and sometimes such needs conflict.  FPL’s experience suggests that of these two important target audiences, the builders have the greatest impact on the success or failure of the program because of their influential role in the home buying decision process.          

12.
Within the builder community, there are two distinct types of builders: production and custom.  Production builders build large volumes of relatively standardized homes. To achieve suitable profit margins, production builders attempt to minimize modifications to house plans to maximize production efficiency and to achieve volume purchase discounts.  Although production builders represent a minority of total builders in FPL’s service territory, the homes they construct represent a significant share - estimated at more than 50% in FPL’s service territory - of the overall new construction market.  Custom builders tend to build smaller volumes of high-end homes.  Their customers tend to be less sensitive to price and more inclined to modify house plans.  As a result, custom builders are more flexible than production builders in modifying house plans, including a wide range of custom options (including energy efficiency measures), and are less cost sensitive than production builders.  


13.
To date, FPL’s BuildSmart™ Program has had the most success among custom builders and homebuyers.  While the per-home energy efficiency gains among such builders and buyers can be significant, given the BuildSmart™ Program’s current design, FPL is missing the opportunity to significantly penetrate the production housing market. The production housing market includes not only single-family detached homes, but also single-family attached homes such as townhomes and villas.
14.
Based upon the findings from the situational analysis performed, recommendations were developed to optimize Program features and specifications to meet the critical needs of builders, both custom and production, while enhancing features valued by homebuyers.  It is FPL’s expectation that, with the requested Program modifications, the BuildSmart™ Program can better achieve its potential.  


BUILDSMART™ PROGRAM MODIFICATIONS


15.
FPL proposes a number of modifications to its BuildSmart™ Program to better meet builder requirements and increase Program participation.  FPL proposes to:

a.
Introduce a prescriptive approach that simplifies energy efficiency options and allows production builders to make large volume, discounted purchases that do not trigger plan modifications.

b.
Modify the existing flexible approach to eliminate the Gold, Silver and Bronze levels.  Under the revised Program, the prescriptive approach is targeted to achieve EPI ratings below 90 and under the modified flexible approach, the EPI ratings will be 80 or below. 

c.
Offer only the Basic Service level.

d.
Eliminate Program participation fees.

e.
Add single-family attached dwellings to the Program.  
f.
Provide builder incentives for qualifying BuildSmart™ homes that also achieve ENERGY STAR® certification by meeting the requirements of the United States Department of Energy's (DOE’s) and Environmental Protection Agency’s (EPA’s) ENERGY STAR® Program.
These Program modifications are addressed in more detail in Appendix A, which is attached to this Petition and incorporated by reference.


16.
The BuildSmart™ Program as modified is cost-effective.  FPL has enclosed as Appendix B a cost-effectiveness analysis of the modified BuildSmart™ Program using the Commission’s approved methodology and based on planning assumptions out of FPL’s 2005-2014 planning process, and it shows the BuildSmart™ Program is clearly cost-effective.  As can be seen from the cost-effectiveness run in Appendix B, the BuildSmart™ Program’s benefit-to-cost ratios are: 1.77 Participants, 1.05 RIM, and 1.10 Total Resource Cost (TRC) for the BuildSmart™ Program. 

17.
The BuildSmart™ Program is directly monitorable and yields measurable results as it has for years.  FPL will continue to monitor the results of the BuildSmart™ Program, as described in Appendix C, which provides a description of the BuildSmart™ Program as modified.

18. Extension of the BuildSmart™ Program will help advance the policy objectives of FEECA and Rule 25-17.001.  The BuildSmart™ Program, as modified, will allow it to reach its full potential of peak demand and energy savings, helping FPL to achieve its approved conservation goals.  

19. The Commission has previously approved recovery of reasonable and prudent expenditures associated with the BuildSmart™ Program through the ECCR Clause.  The ECCR Clause is the appropriate vehicle for recovery of the costs associated with the modified Program.   

20. FPL is not aware of any material facts that are in dispute as to FPL’s Petition for Approval of Modifications to its BuildSmart™ Program.  
21. FPL’s requested modifications to its BuildSmart™ Program should be approved and incorporated into FPL’s DSM Plan.  FPL should be authorized to recover through its ECCR Clause its reasonable and prudent expenditures for the BuildSmart™ Program.  

WHEREFORE, FPL respectfully petitions the Commission to approve FPL’s modifications to its BuildSmart™ Program as part of FPL’s DSM Plan and to allow FPL to recover through its ECCR Clause reasonable and prudent expenditures for its modified BuildSmart™ Program.  

Respectfully submitted this 30th day of June, 2004.

	
	R. Wade Litchfield, Senior Attorney


Natalie F. Smith, Esq.




Florida Power & Light Company

Law Department

700 Universe Boulevard



Juno Beach, FL 33408

Tele: (561) 691-7100

Fax: (561) 691-7135

Attorneys for Florida Power & Light Company


By: ______________________________


Natalie F. Smith, Esq.

CERTIFICATE OF SERVICE
I HEREBY CERTIFY that a true and correct copy of Florida Power & Light Company’s Petition for Approval of Modifications to its BuildSmart™ Program has been furnished by hand delivery (*) and United States Mail this 30th day of June, 2004, to the following: 

	Office of Public Counsel* 
Harold McLean, Esq.

Robert Vandiver, Esq.
111 West Madison Street, Room 812
Tallahassee, FL 32399-1400


By: ___________________________

Natalie F. Smith, Esq.

�	 	All references to “Section(s),” “Chapter(s),” or “§” are to the 2003 version of the Florida Statutes unless indicated otherwise.  


�  	The Florida Energy Efficiency Code requires an Energy Performance Index rating of 100 or less.  Ratings below 100 reflect increases in energy efficiency.
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