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COMPANY’S (U 904-G) SUMMER 2000 ENERGY EFFICIENCY 

INITIATIVE PROPOSALS

Southern California Gas Company (“SoCalGas”) pursuant to Ordering Paragraph 86 of Decision (“D.”) 00-07-017, dated July 6, 2000, respectfully submits for approval SoCalGas’ energy efficiency program proposals developed in response to the California Public Utility Commission’s (‘Commission”) Summer 2000 Energy Efficiency Initiative (“Summer Initiative”) efforts aimed at reducing demand and energy usage beginning in Summer 2000 and continuing “during the next few years of potential supply shortage.”  

Introduction

The Commission has challenged the utilities to develop a summer initiative program focused on immediate delivery of demand and energy usage reductions. In response to the Commission’s challenge, SoCalGas has developed new energy efficiency efforts to focus on summer peak reduction. SoCalGas has identified over 64.4 mW of peak reduction opportunities that could be realized by summer 2001.  Up to 14.4 mW of summer peak load reduction could be realized by summer 2001 if SoCalGas is authorized to spend available demand-side management/energy efficiency monies for early implementation of the suggested programs. A description of demand reduction opportunities and suggested program efforts is provided below, followed by a discussion of available funds and program delivery options.

Summer Initiative Program Proposal

SoCalGas has reviewed its energy efficiency programs and customer energy use characteristics to identify program enhancements that would contribute to the goals of the Summer Initiative and that could be in place beginning this year (and next) and result in realized peak reduction by summer 2001.   While the Summer Initiative would seem to focus on electric measures, there are also natural gas technologies that can directly address electric peak load concerns.  SoCalGas is confident that significant system peak load reductions can be accomplished through the targeted promotion of: 1) gas-fired double-effect absorption chillers for non-residential building air conditioning, 2) gas engines for water pumping, air compression, and HVAC system operation, and 3) gas turbines and microturbines for site-specific power generation. 

Consequently, the primary thrust of SoCalGas’ Summer Initiative Program Proposal will be the promotion of the identified peak reduction technologies among core customers able to implement the technologies prior to summer 2001.  These technologies and the customer segments to which they are most applicable are discussed further in the following section.  

The previously identified 64.4 mW of potential savings by summer 2001 includes both “core” and “non-core” customer opportunities.  Because SoCalGas “non core” customers have not been allowed to use energy efficiency funds, the Summer Initiative is being offered only to SoCalGas’ “core” customers.  This restriction, combined with the available budget of $7.069 million, results in a summer 2001 peak demand reduction potential of approximately 14.4 mW.  A larger budget and/or relaxation of the restrictions on non-core customer use of available funds would increase the realizable peak reduction SoCalGas program efforts could achieve by summer 2001.

SoCalGas will explore the identified demand reduction opportunities, and any additional opportunities identified by customers or other third parties, as part of the PY 2001 program planning process.  The proposed program is a two-year effort (i.e., PY 2000 and PY 2001.  SoCalGas is seeking approval of its Summer Initiative Program for PY 2000, but wishes to retain the right to update program design and funding for PY 2001 (i.e., efforts that would occur prior to the summer 2001 peak demand).

SoCalGas has not recalibrated its PY 2000 performance incentive milestones to reflect the Summer Initiative in this filing.  However, monies spent (and committed) on the Summer Initiative in PY 2000 will be included in the PY 2000 budget and calculation of the 7% earnings cap under the aggressive implementation component of the mechanism.  An updated filing of the milestones will be provided in an advice letter to be filed in early August.

Market Opportunities

SoCalGas’ Peak Load Shaving Program is designed to permanently reduce on-peak electric demand at customer facilities throughout southern California through the conversion of existing electric utilization technology to comparable high efficiency gas-fired technology options and through the installation of site-specific electric generation technologies.  

Six market segments are targeted for conversion of existing on-site electrotechnologies to state-of-the-art, high efficiency, low emission gas technology options:

· Comfort Cooling

· Refrigeration

· Air Compression

· Municipal Water Pumping

· Agricultural Water Pumping

· Distributed Generation (includes retrofit of existing, but non-operating) cogeneration units

Six high efficiency, low emission gas-fired technology options will be promoted for installation, depending upon the end-use application:

· Gas-fired Double-Effect Absorption (50-400+ ton equivalent)

· Robur Gas Air Conditioner (residential use)

· Goettl Gas Air Conditioner (small commercial use)

· Gas Engines (100-1500+ kW equivalent)

· Gas Turbines (500-3,500+ kW equivalent)

· Microturbines (30-50 kW equivalent)

An analysis of the incremental incentive amount required to “breakeven”, comparing the capital cost of gas-fired technology options to comparable electrotechnologies, is $500 per avoided kW.  This incentive amount is designed to attract the largest reductions in electric demand in the shortest time period possible.  Program participants would be required to initiate new equipment service on or before June 1, 2001 in order to qualify for the incentive.  Incentive caps for the residential and small commercial gas air conditioner units would be set at $330/kW for the Robur unit and $470/kW for the Goettl unit.

Program Elements

Descriptions of the six program elements comprising SoCalGas’ Summer Initiative Program are provided below.  The descriptions include targeted market segments and technologies as well as estimates of potential peak demand savings that could be achieved by summer of 2001 for both core and non-core customer applications.  Element-specific budgets have not been developed since the maximum peak savings can be realized if SoCalGas is allowed funding flexibility in addressing each element. The level of effort (i.e., total incentive budget) given to each element of the Summer Initiative Program will be roughly proportional to the peak reduction opportunity available to that element.

Comfort Cooling: This element is targeted at commercial and residential customers with comfort cooling end-uses; such as commercial buildings, retail, institutions, universities, hospitals, and homes, in the case of residential customers.  The objective is to induce replacement of existing electric chillers or package air conditioning units with gas-fired alternatives.  The targeted market actors are building owners and homeowners.  

A rebate of up to $500 per kW for double effect gas absorption chillers and engine-driven chillers ($330 for the Robur unit and $470 for the Goettl units) would mitigate the first cost differential that currently hinders adoption of the gas technologies.  Except for units targeted at residential and small commercial applications (Robur and Goettl), qualifying units must be greater than or equal to 100 tons in size and have a minimum coefficient of performance (COP) of greater than or equal to 0.8. 

Potential peak demand savings of 8.6 mW from core customer applications and 3.5 mW from non-core customer applications are available by summer 2001.  

Refrigeration: This element is targeted at commercial and industrial customers with process cooling or low temperature refrigeration needs; such as the food, beverage, plastics, paper, and cold storage industries. The objective is to induce replacement of existing motor driven process cooling/refrigeration units with gas-fired alternatives.  The targeted market actors are building owners and plant managers.  

The major market barrier to adoption of high-efficiency, gas-fired refrigeration equipment applications is the first cost differential that currently exists.  Consequently, financial incentives of $500/kW will be offered to motivate customers to implement approved energy efficiency measures such as low temperature gas engine driven ammonia absorption refrigeration designs.  

Potential peak demand savings of 1.2 mW from core customer applications and 0.6 mW from non-core customer applications are available by summer 2001.  

Air Compression: This element is targeted at industrial customers with compressed air process requirements; such as those required for high-tech manufacturing processes and continuous production lines. The objective is to induce replacement of existing electric air compressors with gas-fired alternatives. The targeted market actors are manufacturing plant owners and plant managers.  

The major barrier to adoption of high-efficiency, gas-fired air compression equipment is the higher capital cost of the gas-fired equipment.  Consequently, SoCalGas is proposing to provide $500/kW financial incentives to motivate customers to install high efficiency gas engine-driven air compression systems. 

Potential peak demand savings of 1.0 mW from core customer applications and 1.0 mW from non-core customer applications are available by summer 2001.  

Municipal Water Pumping: This element is targeting municipal water districts primarily engaged in distributing water for sale for domestic, commercial and industrial use. The objective is to induce replacement of pump system electric drives with gas-fired drives. The targeted market actors are water district managers and plant managers.

Financial incentives are offered to motivate customers to implement approved energy efficiency measures such as gas engine driven water-pumping systems.  Water pumps driven by a variable speed engine design in place of an electric motor can operate in the same efficiency range depending upon the circumstances of the particular duty cycle.  The major barriers to high-efficiency water pumping equipment are information related: gas engine driven water pumping technology options, performance uncertainties, operation and maintenance concerns and institutional practices.

The major barrier to adoption of high-efficiency, gas engine-driven water pumping equipment is the higher capital cost of the gas-fired equipment relative to motor driven pumps. SoCalGas is proposing to provide $500/kW financial incentives to motivate customers to install high efficiency gas engine-driven water pumps for municipal water pumping applications. 

Potential peak demand savings of 3.3 mW from core customer applications and 7.2 mW from non-core customer applications are available by summer 2001.  

Agricultural Water Pumping: This element is targeting farmers and ranchers primarily engaged in distributing water for crops and livestock. The objective is to induce replacement of pump system electric drives with gas-fired drives. The targeted market actors are farmers, ranchers, and agricultural cooperative managers.  

Water pumps driven by a variable speed engine design in place of an electric motor can operate in the same efficiency range depending upon the circumstances of the particular duty cycle. The major barrier to adoption of high-efficiency, gas engine-driven water pumping equipment is the higher capital cost of the gas-fired equipment relative to motor driven pumps, and, secondarily, operation and maintenance concerns. SoCalGas is proposing to provide $500/kW financial incentives to motivate customers to install high efficiency gas engine-driven water pumps for agricultural water pumping applications. 

Potential peak demand savings of 8.7 mW from core customer applications are available by summer 2001.  

Distributed Generation: This element is targeted at commercial and industrial customers with on-site power generation needs; such as schools, universities, hospitals, hotels, high-rise buildings, data processing centers and industrial manufacturing processes (particularly food processing, paper manufacture, textiles, chemicals, and petrochemicals). The element objective is to induce customers to install high efficiency, gas engine-driven power generation systems, cogeneration systems, gas turbines and microturbines. The targeted market actors are building owners, building managers, and manufacturing plant owners and plant managers. 

The major barriers to customer installation of high-efficiency power generation equipment are first costs, operation and maintenance concerns, interconnection requirements, and institutional practices (i.e., the fact that on site power generation has not been tried by most businesses).  Financial incentives of $500/kw would be offered to motivate customers to implement approved site-specific generation equipment, such as gas engine-driven power generation systems, gas turbines and microturbines. 

Potential peak demand savings of 4.4 mW from core customer applications and 19.1 mW from non-core customer applications are available by summer 2001. If the engine or turbine waste heat is recovered to heat water, a combined heat and work application is created which can utilize 75% of the input energy.  Almost 90% of the identified potential load reduction involves these highly energy efficient combined heat and work applications.

Small Cogeneration Retrofit: This element is targeted at commercial and industrial customers with existing on-site cogeneration (combined heat & power) facilities that are currently inoperable due to a variety of reasons (equipment failure, operation & maintenance concerns, catalyst and/or emissions problems including permitting).  The importance of including this class of customer in the CPUC’s Summer 2000 Initiative Program is three-fold: 1) the cogeneration technology already is installed on-site, 2) the financial resources required to repair, retrofit or upgrade the technology is relatively inexpensive, and 3) these units can be brought up on-line and contribute to peak electric demand reduction quickly – in some instances as early as this summer. The element objective is to induce customers to repair/renovate and operate currently non-operational gas-fired cogeneration units. The targeted market actors are building owners, building managers, and manufacturing plant owners and plant managers. 

Financial incentives of up to $500/kW would be offered to motivate customers to refurbish and operate existing cogeneration equipment.  Incentives would not exceed refurbishment cost should such costs be less than $500/kW. 

Potential peak demand savings of 5.8 mW from existing (but non-operational) core customer applications are available by summer 2001. 

Program Budget

The Commission has identified several sources of funds to be used in this program.  First is the use of the “carryover” funds that were intended to be used for PY2001 programs.  Second is the use of any additional unspent funds from PY1999 versus the estimate provided in the utility’s Fourth Quarter Reports.  Third is to use shareholder incentives and CBEE budgets, both of which do not affect SoCalGas.  And last is to use carryover funds from pre-1998 balancing accounts.  

SoCalGas estimates that there is $7.069 million available from the energy efficiency balancing account (including pre-1998 and PY 1999 carryover funds) which could be made available for the SoCalGas Summer Initiative Program, as shown in Table 1 below. 

Table 1

Available Funding for the SoCalGas Summer Initiative

Energy Efficiency Balancing Account balance (Jan. 2000 value includes unspent PY1999 funds)
$30.251

Direct Assistance Program monies
(9.052)

DSM Bidding Pilot monies (contractual commitment for CPUC-ordered third party effort)
(7.000)

CPUC approved PY2000/2001 Energy Efficiency Budget (budget increment above collections)
(7.130)

Funds not committed to existing energy efficiency efforts
$7.069

SoCalGas requests that it be authorized to expend $7.069 million over the next 12 months in order to implement the program elements described above.  

Program Delivery

Funding, at the incentive levels described above in the program element descriptions for the identified technologies, would be provided only for core customers unless otherwise ordered by the Commission.  SoCalGas’ Summer Initiative efforts will focus only on those gas for electric conversions which result in a net source efficiency improvement over the marginal electric generation units operating at the system peak. Program participants would be required to initiate new equipment service on or before June 1, 2001 in order to qualify for an incentive.  Verification of installations, operational integrity, and resultant peak demand savings would be accomplished through on-site inspections.  The cost of these verification efforts would be dependent upon the number of sites inspected and whether or not any site-specific metering or energy consumption analyses would be required.  SoCalGas believes that the discrete nature of the technologies addressed by its proposed Summer Initiative Program, the small number of installations, and the availability of billing data for program participants, will make measurement and verification of program impacts very straightforward and inexpensive.

These efforts will be delivered through one or both of two implementation strategies: 1) direct customer contact initiated by SoCalGas account executives, or 2) through a bidding process, whereby customers would identify peak demand savings opportunities using technologies identified by SoCalGas, bid an incentive (subject to a prespecified incentive cap identified for each technology), and await selection based upon the competitiveness of their bid.  Each approach has advantages and disadvantages.  The bidding approach might yield a lower cost per kW saved since it could result in customers lowering the incentive level to insure funding for their project.  This is a clear advantage that would allow greater peak demand savings per customer incentive dollar expended. The bidding approach would also involve more administrative expense than the simpler account executive-driven approach and could result in implementation delays that would reduce the aggregate peak reduction achieved for summer 2001.  The account executive-driven approach employs a set of fixed customer incentives, which constrains the available peak demand reduction.  The account executives can deliver peak demand savings more quickly and reliably than the bid approach, given the reduction in administrative overhead associated with establishing, operating, and monitoring the bid approach.

Cost-Effectiveness

SoCalGas has prepared an ex ante estimate of its Summer Initiative Program cost effectiveness using avoided electricity and natural gas costs employed in its PY 2000 energy efficiency program application. The proposed program is cost effective using the PPT test.  The PPT ratio is 1.14.  Net PPT benefits are estimated to be $2.675 million
.  The program is source efficient (i.e., it results in saved BTUs) when measured against electric generating unit efficiencies well below those generating units operating at the margin during the system peak.

It is important to note that this is a conservative cost effectiveness evaluation.  The existing PPT test does not account for the extremely high avoided costs associated with summer peak demand periods.  Use of time-differentiated electric rates would likely increase the cost effectiveness of this program. SoCalGas has also not included any non-energy benefits in the aforementioned cost effectiveness assessment.  For example, no outage cost value was included (although the PPT test does allow for such 

non-energy benefits to be included).  There was insufficient time to incorporate such refinements; hence the resultant cost effectiveness values should only be used as a rough guide for decision purposes.  
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� Estimates of annual kWh and therm use for targeted technologies, as well as incremental costs associated with the technologies, were made using the most current data available to SoCalGas.  Incremental costs for the distributed generation and cogeneration units were set at the incentive provided to the customer.  Program administrative costs were estimated to be 10% of the requested program budget.
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