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I. INTRODUCTION

In accordance with Ordering Paragraph 86 of Decision 00-07-017, issued July 11, 2000,  Pacific Gas and Electric Company (PG&E) submits program proposals describing energy efficiency programs which are designed to achieve the greatest possible reduction in electric demand and electric energy usage for the Summer 2000 Energy Efficiency Initiative program.  The program, consistent with the Commission’s goals, is designed to achieve the greatest possible rapid reduction in electric demand and electric energy usage in order to meet the summer energy needs of California.

PG&E has developed energy efficiency and load management programs presented in this filing which focus on summer peak reduction.  These programs will use funding designated by the Commission for this Initiative for energy efficiency programs and pre-1998 funding for load management programs that have not previously been funded with Public Goods Charge electric energy efficiency funding.  These funds total up to $47 million.  If authorized for early implementation, PG&E forecasts that these efforts will result in up to 88.1 mW of summer peak load reduction in 2001 in addition to the peak load reductions already achieved by the Company’s on-going energy efficiency programs.  Additional megawatts will be obtained through an open solicitation for demand-reducing activities.

The Summer 2000 Energy Efficiency Initiative Program proposals are included in Appendix A.  These include both the energy efficiency and load management programs for Nonresidential, Residential and New Construction program areas.  The energy efficiency programs will provide long-term energy and demand reductions.  Load management programs provide the immediate, temporary, dispatchable peak reduction for emergencies.  Several other activities were examined, but are not recommended because they are significantly less cost effective or could not be implemented rapidly enough to affect the summers of 2000 and 2001.  These are also discussed in Appendix A.

Section III describes the cost effectiveness methodologies designed for the energy efficiency programs and for the load management programs.  Section IV describes the sources of the funding designated for the Summer 2000 Energy Efficiency Initiative.  Appendix C, Tables 1 to 3 provide PG&E’s recommendations for the expenditure of those funds.

PG&E recognizes the need for immediate delivery of demand and energy usage reduction.  Therefore, PG&E requests that the Commission approve these proposals without hearings.  Ordering Paragraph 86 authorizes the Administrative Law Judge and the Assigned Commissioner to approve program recommendations for implementation on or before August 21, 2000.  PG&E also requests that these proposals be considered and authorized as expeditiously as possible to facilitate rapid implementation. 

This filing is part of an overall effort by PG&E to help alleviate the peak load shortage that began earlier this spring. These activities, listed below, are expected to provide at least 120 mW to 140 mW of new capacity or load reductions in addition to the energy efficiency and load management activities presented in this filing:  

· Advice Letter 1980-E, submitted March 20, 2000, requesting permission to open the Non-Firm program to new participants.

·   Advice Letter 2020-E, submitted July 20, 2000, requesting permission to build upon Advice Letter 1980‑E by revising to electric rate Schedules E-19—Medium General Demand-Metered Time-of-Use Service and E-20—Service to Customers with Maximum Demands of 1,000 Kilowatts or More, to reduce the minimum load curtailment criteria for new Non-Firm Service participants.

·   Advice Letter 2008-E, submitted June 7, 2000, requesting permission for direct access non-firm customers to participate in the Independent System Operator’s Ancillary Services market.

·   Advice Letter 2018-E, submitted July 20, 2000, requesting permission to modify the E-BID voluntary curtailment program to make it more attractive to customers and to increase participation.

·   Advice Letter 2019-E, submitted July 20, 2000, requesting permission to establish an Optional Binding Mandatory Curtailment (OBMC) Plan in compliance with Decision 91548 and Decision 82-06-021.

·   PG&E is exercising its contractual ability to purchase more than the contracted amounts under its Qualifying Facilities contracts.

All of these proposals are intended to alleviate the energy and capacity shortages now being experienced.  It is PG&E’s understanding that this compliance filing is limited to proposals properly using energy efficiency and demand-side management funding, and that is why the other proposals are being separately submitted via advice filing.

I. PROPOSAL TO ADDRESS SUMMER PEAK CONDITIONS IN 2000/2001

Program Overview

PG&E fully supports the Commission’s efforts to alleviate the potential for electric transmission system overloading during prolonged hot weather spells in 2000 and 2001 and shares the Commission’s concern for protecting the continuity of electric energy deliveries.

To assist in alleviating shortages in generating capacity, PG&E proposes this Summer 2000 Energy Efficiency Initiative program.  The following new energy efficiency programs, enhancements to existing energy efficiency programs, and load management programs are proposed:

· Large Standard Performance Contract Peak Kilowatt Reduction Program

· Small Standard Performance Contract Peak Kilowatt Reduction Program

· Express Efficiency Peak Reduction Program

· LED (light emitting diode) Traffic Light Program

· Express Efficiency Packaged Air Conditioner Program

· Voluntary Load Curtailment Program

· Savings By Design Program

· Residential Pool Pump Program (energy efficiency and load management)

· Refrigerator Recycling Program

· Cross-Cutting Solicitation for Demand Reduction Program

Each program is more fully described in Appendix A, including the program or program changes, plans for program administration, implementation, verification of demand and energy reductions, and program budgets.

As directed by Decision 00-07-017, PG&E is deploying a refrigerator recycling program using the same funds identified supporting the Summer 2000 Energy Efficiency Initiative.  The refrigerator recycling program is included in the program proposals for budgetary completeness.  

II. DESCRIPTION OF COST EFFECTIVENESS METHODOLOGY

In Decision 00-07-017, at page 204, the Commission directed that a description of a cost effectiveness assessment methodology should accompany each program proposal.  PG&E recommends that the basic approach to assessing cost effectiveness be that known as the total resource cost test (TRC), which has been a standard test of cost-effectiveness since its adoption in 1987 in the Commission’s Standard Practice Manual for Economic Analysis of Demand-Side Management Programs.  This test divides the value of the capacity and energy reductions by the cost of obtaining those reductions.  Its purpose is to determine the cost effectiveness of the programs to society.  This method has most recently been described in detail in the hearings on the utility’s proposed programs for this year (Application 99-09-049 et al.) in Joint Exhibit No. 4 (“Background Information on Cost-Effectiveness”) and Exhibit PGE-122 (“Background Summary: Cost-Effectiveness Tests for Publicly Funded Energy Efficiency Programs in California”).

From a methodological perspective, the total resource cost test is essentially the same as the Public Purpose Test (PPT) recommended by the disbanded California Board for Energy Efficiency (CBEE).  As used, however, the PPT did not explicitly take into account the value of peak reductions, while the TRC did.  Capturing this value is the essential characteristic that must be incorporated when the cost effectiveness of the Summer 2000 Energy Efficiency Programs are assessed.

The future values for saved energy and reduced capacity, as well as the other components of the TRC or PPT are not known at that time and are very uncertain.  The Commission should set in motion the process to determine these along with those to be used for the programs to be conducted in the year 2001.  Given that the assessment will be made at a time when there is historical experience for part of the period during which the Summer 2000 Energy Efficiency Programs provide benefit, historical prices may be appropriate for valuing part of the benefit stream provided by long-lived energy efficiency measures.

To screen the programs put forward in this filing, PG&E calculated the TRC for its energy efficiency (EE) and load management(LM) programs using three different sets of avoided costs.  The goal was to determine if the programs can be expected to be cost-effective.  Each methodology is very conservative, compared to the short-term capacity and energy costs in the marketplace today.

Method 1 

The first methodology uses the CBEE recommended statewide cost-effectiveness avoided cost input values, which were contained in the CBEE’s Advice Filing 1-G/1-E, October 15, 1998, which was adopted by the CPUC in Resolution E-3592 on April 1, 1999.  To be consistent with the PY2000 programs filed in PG&E’s Application 99-09-050, a nominal discount rate of 8.15% and net-to-gross ratio of 1.0 are used in this cost-effectiveness evaluation.  Non-energy benefits are excluded in this evaluation.  The on-peak capacity avoided cost values recommended by CBEE (and which are embedded in the energy price) are much lower than today’s Power Exchange (PX) Market Clearing Prices (MCP).  Nevertheless, the overall Summer 2000 Energy Efficiency Initiative EE and LM programs have a TRC test ratio of 1.99 as shown in Table 1 of Appendix B.  The Residential Pool Pump program has a TRC test ratio of 1.97, while the Refrigerator Recycling program has a TRC test ratio of 0.24, resulting in an overall Residential program TRC test ratio of 0.87.  The Nonresidential and New Construction programs have TRC test ratios of 2.31and 1.66 respectively.  

Therefore, the proposed overall Summer 2000 Energy Efficiency Initiative EE and LM programs are cost effective using this methodology.  

Method 2 

The second methodology uses the electric marginal costs in PG&E’s 2000 Annual Earnings Assessment Proceeding, Application 00-05-004, Annual Summary Report on DSM Programs for Pre-1998 programs.  These electric marginal costs were developed from PG&E’s 1996 General Rate Case (GRC) Phase II decision.  Decision 97-03-017 adopted marginal costs for 1996 only.  For this showing, PG&E escalated costs at the inflation rate to create a long term forecast.  This long-term forecast has been used for cost-effectiveness evaluations in the past several program and AEAP filings.  The first year of the marginal costs is adjusted to start at the current year applicable to the appropriate filing.  Electric marginal costs are listed in Tables 2 through 4 in Appendix B.  These marginal costs include environmental externalities.  To be consistent with the PY2000 programs filed in PG&E’s Application 99-09-050, a nominal discount rate of 8.15% and net-to-gross ratio of 1.0 are used in this cost-effectiveness evaluation.  Non-energy benefits are excluded in this evaluation.

As with Method 1, the generation on-peak capacity marginal cost values are underestimated  compared to today’s PX MCP.  Nevertheless, the overall Summer 2000 Energy Efficiency Initiative EE and LM programs have a TRC test ratio of 2.77 as shown in Table 1 of Appendix B.  The Residential Pool Pump program has a TRC test ratio of 3.18, while the Refrigerator Recycling program has a TRC test ratio of 0.30, resulting in an overall Residential program TRC test ratio of 1.36.  The Nonresidential and New Construction programs have TRC test ratios of 3.11 and 3.80 respectively.  

Therefore, the proposed overall Summer 2000 Energy Efficiency Initiative EE and LM programs are cost effective using this methodology.

Method 3 

This methodology is consistent with Method 2 described above with the exception that the generation capacity values are removed, leaving the Transmission and Distribution values unchanged, and the energy values are replaced with PG&E’s average hourly PX settlement prices in the appropriate costing period for the last twelve months.  This calculation is also conservative because the PX prices are unescalated for calculating the future benefits, and the first eleven months of the PX pricing are much lower than recent prices.  Electric marginal costs are listed in Tables 5 through 7 of Appendix B.
The overall Summer 2000 Energy Efficiency Initiative EE and LM programs have a TRC test ratio of 2.61 as shown in Table 1.  The Residential Pool Pump program has a TRC test ratio of 2.03, while the Refrigerator Recycling program has a TRC test ratio of 0.33, resulting in an overall Residential program TRC test ratio of 0.96.  The Nonresidential and New Construction programs have TRC test ratios of  3.06 and 2.68 respectively.  Therefore, the proposed overall Summer 2000 Energy Efficiency Initiative EE and LM programs are cost effective using this methodology.  

In addition to the resource value attributed to the program’s peak load reductions, the real benefits of these EE and LM programs also should include the customer value of uninterrupted service.  Due to the complexity of including the benefits of customer value of uninterrupted service in the filing, PG&E has not included a service reliability adder as part of this cost-effectiveness evaluation at this time.  It is clear that the inclusion of this adder would further increase the cost-effectiveness of these programs.

III. PROGRAM FUNDING SOURCES

Sources of funds
In Ordering Paragraph 86 of Decision 00-07-017, the Commission identifies the sources of funds to be used for the Initiative:

The funds budgeted to support CBEE activities in 2000;

The funds budgeted for Shareholder Incentives on PY2000 programs; 

Carry-over funds from PY1998 and PY1999 programs that were allocated to PY2001 programs.

Although currently all proposals for the initiative are electric-only, forcarryover funds  the Commission has included both the electric and gas carryover dollars (See page 203 of Decision 00-07-017).

In addition, Ordering Paragraph 86 also requires PG&E to account for any public purpose program funds that remain from pre-1998 DSM programs.  These funds were authorized in Demand Side Management exhibits in PG&E’s General Rate Cases and still have on-gong commitments that last through 2007.

Table 1 of Appendix C summarizes the sources of funds by their electric and gas components and includes an updated estimate of carryover funds from PY1998 and PY1999 programs that could be available for the Summer 2000 Energy Efficiency Initiative (this is the remaining carryover amount after carryover allocated to PY2000 programs was deducted).  The pre-1998 surplus is the estimated amount in the pre-1998 balancing account less all future commitments.

These sources include funds for the Summer 2000 Energy Efficiency Initiative identified in D. 00-07-017, Section XIII.B which includes funds collected from both gas and electric ratepayers.  Consistent with its understanding of Ordering Paragraph 86, PG&E is proposing that these funds be used to reduce electric demand and usage, and for other electric programs such as refrigerator recycling.  PG&E requests that in its decision concerning the disposition of these funds, the Commission clearly provide that funds collected from gas ratepayers also be used for its Summer 2000 Energy Efficiency Initiative.

D. 00-07-017 directs the utilities to use these same funds for the Summer 2000 Energy Efficiency Initiative as well as other activities.  Ordering Paragraph 78 directs the utilities to use the funds for certain specified studies and data collection activities and Ordering Paragraph 31 and the discussion at page 198 direct utilities to use some of the same funds for increasing participation of under-served communities and markets in certain programs.  Given the urgency and importance of reducing summer peak loads, Pacific Gas and Electric Company proposes to allocate these funds first to the Initiative and any remainder to the other items identified above. 

Budgets
Tables 2 and 3 of Appendix C show the proposed budget allocations for the Summer 2000 Energy Efficiency Initiative programs in 2000 and 2001.  The proposed budgets in the programs include measurement and verification costs.  PG&E has segregated programs into two categories:  Energy Efficiency (Table 2) and Load  Management programs (Table 3).  Since Load Management programs were part of Demand Side Management (DSM) programs prior to 1998, PG&E proposes to use unspent, surplus pre-1998 DSM funds for these programs.  

IV. Conclusion

The events of the last few months require a quick response.  PG&E’s proposals in this filing provide an expeditious, cost-effective response that will help alleviate the situation.  This filing should be approved by August 21,  without hearings.
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