BEFORE THE PUBLIC SERVICE COMMISSION -

DOCKET NO. 040660-EG
ORDER NO. PSC-04-1046-PAA-EG
ISSUED: October 26, 2004

In re: Petition for approval of modifications to
BuildSmart Program by Florida Power & Light
Company.

The following Commissioners participated in the disposition of this matter:

BRAULIO L. BAEZ, Chairman
J. TERRY DEASON
LILA A. JABER
RUDOLPH “RUDY” BRADLEY
CHARLES M. DAVIDSON

NOTICE OF PROPOSED AGENCY ACTION
ORDER APPROVING AMENDMENTS
TO FLORIDA POWER AND LIGHT COMPANY’S BUILDSMART PROGRAM

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service Commission that the action
discussed herein 1s preliminary, and will become final unless a person whose interests are
substantially affected files a petition for a formal proceeding, pursuant to Rule 25-22.029,
Florida Administrative Code.

Background

In March 1993, the Commission approved the New Home Construction Research Project
as part of Florida Power and Light Company’s (FPL) Conservation Plan. A significant part of
the project was the creation and offering of a BuildSmart pilot program, which FPL introduced
in March 1994. The BuildSmart program educated builders and customers about energy-
efficient building practices and their benefits. Under the program FPL would inspect qualifying
new single family detached homes to verify installations of conservation measures and rate the
new homes for energy-efficiency. FPL awarded bronze, silver and gold certificates to qualifying
homes that exceeded Florida Energy Efficiency Code requirements by more than 10, 20 and 30
percent respectively. The initial program was offered in Charlotte, Lee, Glades, Hendry, and
Collier counties. When the Commission approved the BuildSmart pilot program, it was expected
to end during the first quarter of 1995, but the Commission granted FPL an extension in Order
No PSC-95-0611-FOF-EG, issued May 19, 1995, in Docket No. 950358-EG, In Re: Petition to
Extend BuildSmart offerings through December 31, 1995 by Florida Power & Light Company.
The Commission allowed FPL to incorporate the Build-Smart program into the analysis of its
Integrated Resource Planning (IRP) process through December 31, 1995. FPL completed the
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pilot program and filed a final report on the project on June 1, 1995. FPL reported that
BuildSmart had preliminarily proven to be cost-effective. On August 25, 1997, the Commission
approved a permanent BuildSmart program in Order No. PSC-97-1017-S-EG, in Docket No.
951536-EG.

On June 30, 2004, FPL filed a petition for Approval of Modifications to its BuildSmart
program. FPL believes that certain requirements of the program significantly limit its
effectiveness in the production housing market. We approve the proposed modifications, as
explained in detail below, including approval for energy conservation cost recovery. We have
jurisdiction pursuant to Sections 366.81 and 366.82, Florida Statutes.

Decision

The current BuildSmart program is targeted to the residential, new construction, single
family detached housing market. FPL performs plan reviews and conducts home inspections
during the construction process and provides certification of completed homes that successfully
meet FPL’s BuildSmart program standards. FPL charges fees to home builders for plan
inspection and certification depending on the level of efficiency achieved per home. Lower fees
are charged to homes with higher energy efficiency, and homes that are at least 30% or more
energy efficient than the baseline have no fees. As stated in the background, FPL awards bronze,
silver and gold certificates to qualifying homes that exceed the Florida Energy Efficiency Code.
The Florida Energy Efficiency Code requires that newly constructed homes have an energy
performance index (EPI) rating of 100 or less. Ratings below 100 reflect increases in energy
efficiency. FPL has three different BuildSmart program service offerings: Premium service,
which includes the initial, mid-point, and final inspection (fees are - $300.00 for bronze, $200 for
silver, and $125 for gold); Basic Service which includes the initial and final inspection only (fees
are $175 for bronze, $125 for silver and $0 for gold); and Permit only which includes the EPI
calculations only (fees are $125 for permit only — no certificate).

FPL stated in its petition that while the trend of new home construction in the nation
continues to increase, and while a significant share of this new construction is located in FPL’s
service territory, the participation rate in the BuildSmart program has been lower than
anticipated. FPL believes that the success of the BuildSmart program depends on how well it
can meet the needs of both the builders and the homebuyers. FPL’s experience suggests that of
these two important target audiences, the builders have the greatest impact on the success or
failure of the BuildSmart program. FPL identified two distinct groups of builders: production
builders and custom builders. Production built homes represent more than 50 percent of new
home construction in FPL’s service territory. Production builders tend to minimize modification
to house plans in order to maximize production efficiency. Custom builders are more flexible
than production builders in modifying house plans, including a wide range of custom options,
such as energy efficiency measures.
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According to FPL, the present BuildSmart program has had the most success among
custom builders and homebuyers, and even though the per-home energy efficiency gains among
such builders and buyers are significant under the program, FPL is missing the opportunity to
significantly penetrate the production housing market. FPL has defined the production housing
market as not only single-family detached homes but also single family attached homes, such as
townhomes and villas. The modifications to the BuildSmart program were developed to
optimize program features and specifications that meet the critical needs of both customer and
production builders, while enhancing features valued by homebuyers.

The modified program offers two certification tracks a flexible measure approach and a
prescriptive measure approach. The flexible measure approach modifies the existing flexible
approach to eliminate the gold, silver, and bronze levels. To obtain BuildSmart certification
under this flexible approach, a home must achieve an energy efficiency rating at least 20% or
better than the rating required by the Florida Energy Efficiency Code using any combination of
measures permitted by energy rating tools. The prescriptive approach is intended to simplify
energy efficiency options and allow production builders to make large volume, discounted
purchases that do not trigger plan modifications. The prescriptive approach will include
measures related to HVAC, ductwork, and insulation. Under this approach, to receive
BuildSmart certification, a home must include specific prescriptive energy measures targeted to
achieve an energy efficiency rating at least 10% better than the rating required by the Florida
Energy Efficiency Code. Energy star certification is not available under the prescriptive
approach.

FPL’s proposed modifications to the program will eliminate premium service and permit
only service levels. As currently designed, the BuildSmart program has three service levels:
basic, premium, and permit only. FPL stated in its petition that service levels other than basic
service have received very little interest and do not warrant continued inclusion in the program.
Therefore, FPL is proposing to offer only the basic service level.

The modified program will also eliminate program participation fees. The current
program requires participation fees, with lower fees being charged to homes with higher levels of
efficiency. FPL stated that a major impediment to builder participation has been the fees
associated with participation in the BuildSmart program. According to FPL, market experience
indicates that the builders are central to the process of marketing BuildSmart, and they have the
greatest impact on the success or failure of the program. According to FPL most of the current
custom homes that participated in the existing program achieved at least 20% gains in efficiency.
Large volume production builders that are necessary for the program to achieve economies of
scale are not willing to pay per home participation fees. FPL believes that eliminating the basic
service fee will not only increase the number of BuildSmart homes built by production builders,
but will also have a positive effect on the number of custom built homes that participate in the
program.
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The proposed modifications permit single-family attached dwellings to participate in the
program. FPL stated that single-family attached dwellings can be cost effectively included in
the program depending on their configuration. According to FPL, production builders frequently
develop entire communities that include a mix of single family detached and single family
attached dwellings. Both types of dwellings can be built using the same prescriptive approach.
The builders believe that both types of dwellings must be certified as BuildSmart to avoid
homebuyers perception that the attached dwellings are inferior.

FPL’s modified program provides builder incentives for qualifying BuildSmart homes
that also achieve ENERGY STAR certification. Once FPL has determined whether the
requirements of the BuildSmart program are met, builder incentives, such as cooperative
advertising incentives up to $50 per home, are available to builders of BuildSmart homes that
also achieve certification through the Department of Energy’s and the Environmental Protection
Agency’s ENERGY STAR program.

The modified BuildSmart program is available to all new, residential single-family
homes, whether detached or attached, in FPL’s service territory, whether built by a residential
builder or an owner builder. Each house must have whole-house electric air-conditioning to
qualify. Also builders must comply with all national, state, and local codes and ordinances. FPL
reserves the right to perform a series of inspections on each BuildSmart home to verify that
energy efficiency upgrades are incorporated as submitted. For each inspected home, FPL will
verify that all energy measures specified have been installed and determine whether any changes
were made to the home that will affect the energy efficiency level of the home. The projected
participation in this program as well as the projected demand and energy savings for a typical
installation are shown on Attachment A to this Order.

FPL has used the Commission-approved cost-effectiveness methodologies required by
Rule 25-17.008, Florida Administrative Code, and the planning assumptions out of FPL’s 2005 —
2014 Ten-Year Site Plan to determine the cost effectiveness of this program. These analyses
show that the benefit-to cost ratios are :1.77 Participants, 1.05 rate impact measure (RIM), and
1.10 total resource cost (TRC) for the BuildSmart program.

We find that the modifications to the BuildSmart program should accomplish the
program’s objective of encouraging the design and construction of energy efficient homes that
cost effectively reduce FPL’s coincident peak load and customer energy consumption and we
approve them. The modified program appears to be cost effective for both single-family
detached and attached homes. The program can be monitored, and FPL will file program
standards within 30 days from the approval of the program. Our staff may administratively
approve the standards when they are filed.

Based on the foregoing, it is



ORDER NO. PSC-04-1046-PAA-EG
DOCKET NO. 040660-EG
PAGE 5

ORDERED by the Florida Public Service Commission that the Petition by Florida Power
& Light Company for approval of modifications to its BuildSmart Program is approved, and FPL
shall file program standards for administrative approval. It is further

ORDERED that Florida Power & Light Company may recover reasonable and prudent
costs for the program through the Conservation Cost Recovery Clause. It is further

ORDERED that this Order shall become final and effective upon issuance of a
Consummating Order unless an appropriate petition, in the form provided by Rule 28-
106.201,Florida Administrative Code, is received by the Director, Division of the Commission
Clerk and Administrative Services, 2540 Shumard Oak boulevard, Tallahassee, Florida 32399-
0850, by the close of business on the date set forth in the “notice of Further Proceedings”
attached hereto. It is further

ORDERED that in the event this Order becomes ﬁnal, this docket shall be closed.

By ORDER of the Florida Public Service Commission this 26th day of October, 2004.

BLANCA S. BAYO, Director
Division of the Commission Clerk
and Administrative Services

(SEAL)

MCB

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing that is available under Section 120.57,
Florida Statutes, as well as the procedures and time limits that apply. This notice should not be
construed to mean all requests for an administrative hearing will be granted or result in the relief

sought.
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Mediation may be available on a case-by-case basis. If mediation is conducted, it does
not affect a substantially interested person's right to a hearing,

The action proposed herein is preliminary in nature. Any person whose substantial
interests are affected by the action proposed by this order may file a petition for a formal
proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This
petition must be received by the Director, Division of the Commission Clerk and Administrative
Services, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of
business on November 16, 2004.

In the absence of such a petition, this order shall become final and effective upon the
issuance of a Consummating Order.

Any objection or protest filed in this/these docket(s) before the issuance date of this order
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the
specified protest period.



