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Comments of the Natural Resources Defense Council 

on the summer 2000 energy efficiency initiative proposals


The Natural Resources Defense Council (NRDC) appreciates the opportunity to comment on the Summer 2000 Energy Efficiency Initiative (Summer Initiative) Proposals submitted on July 21 in response to D.00-07-017.  This July 6, 2000 Decision solicited program proposals to provide measurable demand and energy usage reductions beginning in Summer 2000 through Summer 2001 using public goods charge (PGC) funds.
  NRDC’s comments focus on basic criteria for use in determining eligible proposals; an initial eligibility classification, based on these criterion, of the proposed programs; and a recommendation for a mechanism by which non-UDC programs could be selected and implemented.

NRDC shares the Commission’s concern expressed in D.00-07-017 about the reliability of California’s electric system due to short-term peak demand shortfalls, and remains dedicated to working with engaged regulators and interested parties to develop constructive solutions.  More permanent near-term reductions achieved through cost-effective energy efficiency funded through PGC dollars, and temporary reduction measures involving interruptible rates, load shifting programs, and distributed generation (DG), funded through non-PGC dollars, constitute the most practical and timely near-term solutions. 

The Summer Initiative is one in a package of solutions that the Commission is and should be implementing in response to our current situation.  This particular piece of the package relies on PGC funds for implementation.  Programs funded through the Summer Initiative must fit the definition provided in statute of cost-effective energy efficiency and conservation to be eligible, and should focus on maximizing the reduction of both baseload and peak load by increasing energy efficiency in targeted areas. 

D.00-07-017 identified approximately $67 million in available funds for the Summer Initiative.  Updated and revised budgets from the UDC filings indicate that approximately $79 million is actually available.
  Twenty-five separate proposals were submitted on July 21 with at least $1.4 billion in potential programs.  Many of these proposals, while they may be appropriate for the Commission to pursue with other resources, are not eligible for PGC funding because they are simply load shifting, interruptible rate or distributed generation programs.  However, NRDC’s initial review of the proposed programs has identified more than enough eligible proposals to fully and productively use the Summer Initiative funds.  Per our analysis, the program proposals that qualify as energy efficiency and conservation total well over $217 million.

I. Summary of Recommendations


NRDC urges the Commission to adopt the recommendations summarized here, and discussed in more detail below.  NRDC recommends strongly against hearings.  These proposals require immediate action and hearings would delay implementation and significantly reduce savings opportunities.  Adoption of these recommendations will allow the selection and implementation of appropriate programs within the Commission’s timeline.

1.
The following basic criteria should be used to evaluate program proposals and determine eligibility for PGC funds under the Summer Initiative:

a)
The program should be consistent with acceptable uses of Section 381 (b) (1), identified as cost-effective energy efficiency and conservation activities (definition provided below in Section II).

b)
Program proposals should include a measurement and verification plan (M&V) comparable to those provided for current programs.

c)
In addition to significant energy savings, the program should provide substantial on-peak saving benefits by Summer 2001.

2.
Eligible UDC programs should be identified and approved as recommended in Section III.

3.
Eligible third party programs should be identified as recommended in Section III.

4.
Each of the UDCs should be required to adopt PG&E’s proposed third party Cross-Cutting Solicitation, as a mechanism to resolve issues with the eligible programs identified in Section III such as insufficient proposal details, M&V plans, and contracting authority, in time for early October implementation.

5.
Program proposals that are not eligible for use of PGC funds should be identified as recommended in Section V.  The Commission should establish a process for implementation of the most promising options using appropriate funding sources other than the PGC.

II. Criteria for Selecting Summer Initiative Programs


In launching Summer Initiative, the Commission wisely seized on a time-limited opportunity to productively redirect carry-over energy efficiency funds to focus on energy efficiency programs that provide substantial peak reduction benefits.  The urgency of responding to this challenge, and the need for a timely decision to allow a solicitation to move forward, resulted in a request for program proposals without clear criteria and guidelines for proposers.
  NRDC is concerned that this has led to potentially valuable proposals that are incomplete, as well as many proposed programs that are not eligible for use of the PGC funds.  To assist in the review of these proposals, NRDC recommends the following basic criteria. 

A. Cost-effective Energy Efficiency and Conservation activities are the only acceptable use of this PGC Fund Category.

The programs funded through the Summer Initiative must be consistent with Section 381 (b) (1).  Specifically, these programs must be cost-effective energy efficiency and conservation activities.   This requirement provides a useful first screen for identifying eligible programs.  

Prior to California’s move toward restructuring and the institution of the public goods charge through AB1890 (pre-1998), a wide variety of demand-side management (DSM) programs were funded through rates. DSM programs focus on the customer side of the utility meter and include energy efficiency and conservation; load management; fuel substitution; and load retention and load building programs, among others.  In 1996, the California Legislature concluded that certain types of DSM programs - cost-effective energy efficiency and conservation - warranted continued public funding support under the new competitive electricity market structure.  Funding for these programs was taken out of rates and included in the nonbypassable PGC.  While many of these other types of DSM programs have continued at the UDCs in some form since the PGC took effect in 1998, they did so with the use of non-PGC resources.

Key Demand-Side Management Definitions

To understand more precisely what is meant by the statutory language in Section 381 (b) (1), it is useful to revisit the consensus language developed by parties in the California Collaborative process, and adopted by the Commission in D.92-10-020. This has formed the basis for the distinctions between the different types of DSM and for the policy rules developed since then. While Commission policy on the development, implementation and evaluation of these programs has evolved since these definitions were established, the definitions themselves remain largely unchanged.  The definitions are as follows: 

Conservation and Energy Efficiency Programs

“Conservation programs are defined as programs which have the effect of reducing consumption of at least one fuel during the hours of operation of the equipment or building affected by the measure.  Energy efficiency programs are defined as programs which reduce energy use for a comparable level of service.”

Load Management

“Load management programs are defined as any program which reduces electric peak demand or has the primary effect of shifting electric demand from the hours of peak demand to non-peak periods, with a neutral effect on or negligible increase in electricity use.”  

Specifically included in the list of load management programs are:

Residential Air Conditioning Cycling

Residential Time of Use

Pool Pump Timer

Nonresidential Air Conditioner Cycling

Nonresidential Time of Use

Thermal Energy Storage

Interruptible/Curtailable

Fuel Substitution
“Fuel substitution programs are defined as programs which are intended to substitute energy using equipment of one energy source with a competing energy source.” (Includes Electric and Natural Gas Fuel Substitution definitions.)

Also included in these definitions, but not detailed here are Load Retention and Load Building Activities.

Public Goods Charge Statute

As discussed above, legislation establishing the PGC funds for energy efficiency investments overseen by the Commission specifically directed that these investments be made in cost-effective energy efficiency and conservation activities.  NRDC was one of many parties directly and intensely involved in the development of Section 381 (b) (1).  Not only are load management and other DSM programs not included in appropriate uses of the funds under this section, these other programs were explicitly considered for inclusion and rejected.  

Section 381 (b) (1) clearly focuses on activities that have significant environmental benefits that would not otherwise be provided in the competitive market without public intervention, and for which it would be difficult for any one individual or company to realize adequate personal benefit, but which would provide great public benefit.  There are obvious overriding financial reasons for the UDCs to invest in load management programs.


Current statute and energy efficiency rules also do not include use of PGC funds for on-site cogeneration or DG.  Generating the power on-site versus receiving it from the grid is merely an alternate means of generation and does not necessarily reduce the amount of energy consumed by the user - just the amount taken from the grid.  While NRDC has and continues to strongly support the use of cogeneration and environmentally preferable DG, and certain applications are eligible for funding through one or both of the other PGC funding categories, they are not eligible for energy efficiency and conservation PGC funding.

B. Program proposals should include a measurement and verification plan (M&V) comparable to those provided for current programs.

The proposed programs must have an appropriate measurement and evaluation plan to ensure that benefits are realized from these investments.  While the M&V plans should be comparable to those for current programs, modifications may be necessary to allow for the urgent, time-sensitive nature of program implementation.

C. In addition to significant energy savings, the program should provide substantial on-peak saving benefits by Summer 2001.


Evaluation and prioritization of qualifying energy efficiency program proposals should focus on maximizing the overall and peak load savings with the available funds.  In other words, programs that deliver the most savings for the least dollars and have the highest probability of success, get top priority for the Summer Initiative.  Emphasis should be on programs that can deliver these savings in time for Summer 2001 benefits, but should also consider ongoing benefits. For example, efforts to increase the efficiency of commercial and residential air conditioning, and commercial lighting hold tremendous promise for long and short term capacity reductions since they make up about 28% and 10% of our peak demand, respectively.
III. PGC eligible program proposals could fully and productively use the funds available for the Summer Initiative.

D.00-07-017 identified approximately $67 million in available funds for the Summer Initiative.  Updated and revised budgets from the UDC filings indicate approximately $79 million available, with the electric portion constituting over $72 million.
  NRDC’s initial review identified PGC eligible energy efficiency and conservation proposals that total well over $217 million.
 

Several proposals lack adequate program detail, cost-effectiveness, and measurement and verification information.  For this reason, and because of the short comment period, NRDC was unable to conduct a complete review of all programs.  However, we were able to identify the eligible proposals.

Eligible UDC programs 

NRDC’s preliminary review has identified the following electric UDC programs as meeting the requirements for PGC funding and recommend Commission adoption. 

Electric PGC programs 

PG&E
 (~$26 million)
Residential pool pump program - conversion element

Refrigerator recycling program

Large Standard SPC

Small business SPC

Express Efficiency program peak reduction

Express Efficiency packaged air conditioner program

LED traffic light program

Savings by design program

*Third Party initiative

SCE ($9.984 million)
Enhanced Express Efficiency

Residential refrigerator recycling 

Savings by design premium incentives

SDG&E ($11.4 million)
Refrigerator recycling

Appliance replacement

Torchiere turn-in

Pool pumps (only the efficiency portion)

Whole house fans

LED traffic lights

High efficiency lighting package

Tenant improvements

Savings by design

Home energy partnership

Gas Programs

SoCal Gas 
As discussed above, fuel switching programs, such as those proposed by SoCal Gas Company, are defined as a separate category under DSM programs.  Gas energy efficiency fund treatment by the Commission has been consistent with electric PGC programs since 1998.  However, gas program funds do not come from the PGC.  While distributed generation activities are not considered DSM, and are not eligible for gas program funds, fuel switching activities could be.  However, new fuel switching programs have not been funded in the last few years.  Should the Commission decide to allow these programs in the Summer Initiative, it must at a minimum ensure that they pass the three-pronged test.  In addition to the traditional cost-effectiveness measure, this test ensures the source efficiency, and the environmental value of the program to distinguish it from a pure load building program.  Adequate information was not provided in the Company’s July 21 proposal to make this judgment.  Since SoCal Gas’ non-core customers do not contribute to the program funds, the Company correctly excluded them from participation in these programs.

Eligible third party programs 

NRDC’s preliminary review has identified the following third party programs as eligible for PGC funding. However, because of the highly variable level of completeness of the program proposals, NRDC recommends that the Commission order adoption of PG&E’s third party Cross-Cutting Solicitation concept by each of the UDC’s to further develop, prioritize, and implement them.  

California Oil Producers Cooperative (COPE)

Fluid pumping efficiency program

ECOS Consulting, Inc.

Torchieres

Humboldt Creamery Association

Water pump efficiency program

Efficient aeration devices

City of Oakland

Museum chiller plant improvements

Green LED retrofits

Energy efficiency design improvement 

UC/CSU

CSU-Chico

CSU-Dominguez Hills

CSU - Hayward

CSU - Long Beach

CSU - San Luis Obispo

UC - Cancer Center

UC - BioEngineering Building

UC - Auditoriums

Presidio Trust

LED signs, CFLs, electronic ballasts, efficient motors, induction lamps

ARCA

Refrigerator recycling

CEC

Tune-up of large commercial AC systems

Home AC tune-up in San Francisco

New home quality assurance

Energy Star Homes (beyond T-24)

Non-residential building commissioning

Cool Communities/White roofs

LED traffic lights

Water/wastewater pump retrofits

RES-Team

The majority of measures proposed in Exhibit 1 appear to qualify as energy efficiency and conservation.  However, the proposal does not provide sufficient detail about the program or justification for the dollar amount requested.  As with the proposals above, this could be more fully fleshed out in the third party process proposed in Section IV.

IV. 
Require each UDC to adopt PG&E’s proposed Cross-Cutting Solicitation concept, as a mechanism to flesh out, prioritize and implement third party proposals.


The urgency of the summer demand dilemma necessitated the solicitation of responsive energy efficiency proposals on an extremely tight timeline.  This timeline resulted in an order soliciting proposals that lacked clear guidelines and criteria for proposers; and in many cases, proposals without the necessary detail or qualifications.  This may disadvantage some promising energy efficiency proposals.  NRDC encourages the Commission to examine the Cross-Cutting Solicitation for Demand Reduction Program proposed by PG&E as a mechanism to ensure that promising opportunities are not lost.


PG&E models this proposed solicitation on the Third Party Initiatives that the UDCs have implemented in the past, but with an emphasis on peak kW saved, and on a much tighter timeline.  This mechanism would allow the eligible third party programs to be more fleshed out, and have contracts in place by early October of this year.  In order to work within this timeline, only PGC-eligible programs proposed in the July 21 filings would be allowed to participate.


NRDC recommends that the Commission adopt this mechanism for each of the UDCs.

V. 
Promising non-eligible program proposals should be identified for implementation using appropriate, non-PGC funding sources


Load management and distributed generation (DG) programs are not appropriate uses of the PGC energy efficiency funds.  There are obvious overriding financial reasons to implement these programs without dipping into limited funds for energy efficiency and conservation programs.  However, many of the programs presented below have great potential to reduce peak load and contribute to our capacity constraints this summer and next.  NRDC urges the Commission to explore the use of other, more appropriate funding sources to facilitate implementation of the most promising load management and DG-related programs.  

SCE

SPC peak demand reduction

Cooperative demand responsiveness

Pool pump tripper*

Air conditioner cycling*

Commercial and industrial interruptibles*

Voluntary power reduction credit*

(* previously filed in Advice Letter 1463-E, 1464-E, 1465-E, and 1466-E)

SDG&E

Pool pumps (load shifting/hourly meters portion)

California Oil Producers Cooperative (COPE)

Waste gas to electrical generation initiative (WGEG)

Nurseryman’s Power Cooperative

Installation of on-site cogeneration

City of Concord

While some of the measures envisioned by Concord may qualify for PGC funds, NRDC was not able to separate them out from the load shifting, DG and other non-qualifying programs proposed.  Concord would have the opportunity to provide more sufficient information and narrow their proposal to qualifying proposals if the PG&E third party mechanism were adopted.

City of Oakland

Peak shaving at large facilities

Media Campaign

UC/CSU

UC - TES ice systems - load shifting

UC - PX price signal response

UC - cogeneration/self generation

Anderson Consulting

State-wide load management proposal - Curtailment/direct controls

Global Green

Education campaign

DPCA

DG

Silicon Energy

Load management infrastructure solutions

Direct residential HVAC control

CEC

AC and pool pump cycling programs

Price responsiveness HVAC program

Back-up generation facilities

Price responsive HVAC and lighting systems in San Francisco and San Diego

Residential peak shed for San Francisco and San Diego

Pool pump tripper program

Dated:  August 4, 2000
Respectfully submitted,


Natural Resources Defense Council 


Sheryl Carter








Senior Policy Analyst

� Section 381(b)(1) states that “The Commission shall allocate funds collected pursuant to subdivision (a), and any interest earned on collected funds, to programs which enhance system reliability and provide in-state benefits as follows:


(1)  Cost-effective energy efficiency and conservation activities.”  


�  In both cases, gas energy efficiency funds are included.  However, while these funds have been treated fairly consistently with electric PGC funds, they are not governed by Section 381.


� Eligible electric UDC proposals total over $47 million and third party proposals total over $170 million.


� NRDC recognizes that the expedited nature of these programs may require some differences from current M&V plans, and stresses the use of the term “comparable”.


� In its June 29, 2000 comments on the Lynch/Wood Alternate Pages, NRDC also expressed some concern regarding ambiguity in the appropriate use of the PGC funds.  NRDC pointed out that the language describing the Summer Initiative was potentially contradictory and suggested that the Commission could eliminate this uncertainty and ensure compliance with legislative direction with a simple clarification that the Summer Initiative focus on program activities that save energy, but also provide significant peak saving benefits.  While much of the language in D.00-07-017 describing the Summer Initiative supports this direction, some uncertainty remains.  





� Interim Opinion on DSM Terms and Definitions, Rules for Fuel Substitution and New Construction Programs.  D. 92-10-020, October 6, 1992.


� Rule 13 of D. 92-02-075 clearly states that fuel substitution programs should reduce the need for supply without degrading environmental quality.


�  In both cases, gas energy efficiency funds are included.  However, while these funds have been treated fairly consistently with electric PGC funds, they are not governed by Section 381 which established the PGC.


� Eligible UDC proposals total over $47 million and third party proposals total over $170 million.


� While PG&E does propose two load management programs (pool pump timer and load control and voluntary curtailment), they use unspent pre-1998 dollars and do not propose to use PGC funds.  Since the broader category of DSM programs, which includes load management, were eligible for funding with pre-1998 budgets, NRDC has no objections to approval of this proposal.  However, we do not include these programs on this list or in the funding total.


� While the refrigerator recycling program is a valuable energy efficiency program and should be funded through the PGC, NRDC recommends further review to determine whether it provides adequate peak benefits to warrant funding through the Summer Initiative.


� NRDC recommends this concept for adoption, but does not include the budgeted amount in this total because the actual investments will be made by third parties.


� NRDC filed a protest to these Advice Letters on July 20, 2000.
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