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I.
INTRODUCTION


The National Association of Energy Service Companies (“NAESCO”) appreciates this opportunity to comment on the July 21 Summer Initiative Filings. The utilities’ filings reflect four of the five principles that NAESCO set forth in our opening comments last week as principles that the Commission should structure the Summer Initiative: (1) use proven technologies, (2) use appropriate pricing for load reduction resources, (3) use proven program models, and (4) use streamlined program administration. In particular, the utilities’ proposed capacity payment in the SPC program is NAESCO’s second principle and is key to the success of the Summer Initiative. Not only will the increased incentive give both energy service companies (“ESCOs”) and customers a much greater incentive to accomplish more projects and to install them quickly, but it will also send customers the message that peak reductions have a separate and significant value to the electric system. 

The utilities’ filings do not adequately address the fifth principle, which is to provide equity for all classes of ratepayers.  In particular, as discussed below, the utility filings fail to embrace the opportunities in the residential market, particularly for the multi-famility sector.

II.
NAESCO Response to Utility Filings

NAESCO offers the following comments on specific program elements of the utilities’ filings:

1.
Nonresidential Standard Performance Contract (“SPC”)

Overall, NAESCO supports the utilities’ approach to the nonresidential SPC. The additional incentive, accelerated payment, simplified administration, and use of calculated savings will all accelerate implementation of near term opportunities related to the SPC. 

//

2.
Multi-Family Residential Contractor Program (“RCP”)

On the other hand, NAESCO is disappointed with the utilities’ lack of effort in the Multi-Family RCP. The few residential activities the utilities have proposed will not access the peak- and energy-reducing potential available in the hard-to-reach segments of the residential market. SDG&E and Pacific Gas and Electric Company (“PG&E”) do not even mention the RCP, and the entirety of Southern California Edison’s (“SCE”) proposal is program promotion. NAESCO has repeatedly identified flaws in the RCP. For purposes of the Summer Initiative, which has a resource acquisition objective, the Commission should adopt NAESCO’s recommendation to use many of the features of the 1998 Residential SPC program (with the additional features NAESCO identified in its July 21 filing that address commonly perceived flaws in the 1998 program). Specifically, NAESCO recommends that the Commission:

(a)
Re-institute the Residential SPC;

(b)
Increase incentives to the levels that have historically produced substantial energy efficiency in the residential sector;

(c)  
Eliminate the requirement for customer contributions in the hard-to-reach sector; and

(d)
Emphasize technologies which have proven to be cost-effective in the short term.

3.
Rebates

NAESCO acknowledges that rebates, while not a preferred energy efficiency program delivery mechanism, may be useful to some extent for the specific purposes of the Summer Initiative. It will be critical for customers and ESCOs to be able to use rebates in conjunction with the SPC program. These rebates should be subject to post-installation impact evaluation and should be limited to $50,000, as SDG&E proposes. 

//
4.
Timing Issues

Possibly for budgeting purposes, the utilities have divided their Summer Initiative expenditures into PY 2000 and PY 2001 portions. The positive view of this approach is that there will be funds left in 2001 for projects that can produce savings by June 2001. The pessimistic view of this approach is that the utilities do not understand that most funds must be committed in 2000 if projects are to be operational by June 1, 2001. Therefore, the Commission should allow the utilities to encumber the PY 2001 budget this year, rather than limiting the utilities to their PY 2000 budgets. The utilities should streamline the SPC process, over and above the laudable steps they have already taken in their July 21 proposals, possibly by accelerating review of projects that could be in place by summer 2001.

5.
Other Issues


SCE’s assertion that past program participation rates are a reasonable proxy for market potential (SCE proposal, Attachment B, p. 2) is not realistic. Past participation rates were a function of regulatory delays, past program design, and program sales cycles (i.e., the length of time it takes to achieve actual savings after program approval, which is 12-18 months). Participation in the SPC Peak Demand Reduction Program will be a function of much better incentive levels, much quicker program approval, increasing customer awareness of energy consumption issues, and an enhanced utility marketing program. The Commission should not reduce budgets or funding-levels based on SCE’s estimates of market potential for the SPC.


The Commission should acknowledge that sufficient fund shifting capability already exists in the nonresidential programs, and should encourage the utilities to use this flexibility to shift funds to the programs that are proving most effective. However, the Commission should reject SDG&E’s proposal to shift $1 million from the large SPC to the small SPC. The small SPC is a good program and should continue to be funded at current levels, but it does not meet the objectives of the Summer Initiative as well as the large SPC. 
6.
Demand Responsiveness/Load Management


NAESCO supports the use of energy efficiency public goods charge funds for enhancing demand responsiveness capability, whether through adding more direct load control equipment, enhancing metering, adding software for receipt of and reaction to price signals, or establishing simplified billing and settlements systems. A key factor in the success of demand responsiveness efforts is keeping telemetry requirements minimal. The ISO’s current requirements prohibit almost all customers from participating in demand responsiveness programs, even through aggregators.


Load management is an ideal demand-side solution to the anticipated reliability problems. SDG&E’s assertion that several load management programs are not cost-effective must result from very conservative estimates of the benefits of these programs and the Commission should order SDG&E to re-calculate cost effectiveness using market-based indices of the value of capacity.

The Commission should approve SoCalGas’ proposal to achieve electric peak savings. In addition, SoCalGas should include noncore customers, as they propose, since programs aimed at these customers can save an additional 50 peak MW. The programs should be delivered through a bidding process, rather than through direct customer contact from SoCalGas. However, SoCalGas should begin to implement its programs in 2000, long before the PY 2001 planning process, in order to achieve peak savings in time for summer 2001.

7. Cost-Effectiveness Test
The Commission should confirm that the Public Purpose Test (“PPT”) is the appropriate measure of cost-effectiveness. The California Board for Energy Efficiency endorsed the PPT; it is now used as the standard test for evaluating energy efficiency projects. The Commission should reject SCE and PG&E’s suggestion to use the Total Resource Cost test instead.

IIi.
NAESCO Response to ORA


The Office of Ratepayer Advocates’ (“ORA”) proposal reiterates many of the same concepts the Commission rejected in D.00-07-017, such as limits on eligibility for certain customer types and technologies. The Commission should not adopt these recommendations now; now is the time to remove limits, not add to them. Eliminating proven technologies and sophisticated energy users from a resource acquisition simply does not make sense.


While NAESCO supports distributed generation, we do not support ORA’s proposal to provide “designated financial assistance amounts” for specific products. There is no need for regulatory determination of which technologies and applications are most appropriate; this is one case where the market can and should respond directly.


NAESCO agrees with ORA that the Nonresidential SPC and the Multi-Family RCP are the best programs for achieving energy efficiency goals, but does not agree with ORA’s proposal to require the installation of a “customer-controlled, digital, programmable, internet-enabled, space conditioning thermostat control device” as a condition for eligibility in the SPC and the Multi-Family RCP. These programs do not need additional rules and restrictions during a period, however brief, of resource acquisition. 

//

//
IV.
CONCLUSION

NAESCO strongly supports the Commission’s commitment to an abbreviated review and approval process for the Summer Initiative funds, and joins the many other parties who oppose hearings. Swift Commission action is essential if projects are to be in place by summer 2001, due to the many month it takes to identify suitable projects and customers, process the paperwork, and install equipment. We also heartily endorse SCE’s recommendation that the Commission institute a similarly streamlined process for PY 2001 program planning.

Respectfully submitted,

By: _______________________________



Dian M. Grueneich

Dian M. Grueneich, J.D.

Beth W. Dunlop, M.S.

GRUENEICH RESOURCE ADVOCATES

582 Market Street, Suite 1020

San Francisco, CA   94104

Telephone:
(415) 834-2300

Facsimile:
(415) 834-2310

E-Mail:
dgrueneich@gralegal.com









bdunlop@gralegal.com







NATIONAL ASSOCIATION OF ENERGY





SERVICE COMPANIES (“NAESCO”)

August 4, 2000

C:\Gra\NAESCO\California\July 21 energy eff proposal\08-04-00 NAESCO Summer Initiative Comments.doc

