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COMMENTS OF THE UTILITY REFORM NETWORK ON THE 

SUMMER 2000 ENERGY EFFICIENCY INITIATIVE PROPOSALS


Pursuant to Ordering Paragraph No. 86 of Decision 00-07-017 issued in the Program Year 2000 and 2001 Energy Efficiency proceeding (A.99-09-049 et al.), The Utility Reform Network (TURN) hereby files these comments on the applications for new efficiency programs filed on July 21, 2000 by numerous parties (applicants).

The Commission’s request for proposals for the Summer 2000 Initiative to use Public Goods Charge money to achieve “the greatest possible reduction in electric demand and electric energy usage” has generated considerable interest, resulting in over twenty separate proposals from the investor-owned utilities, cities and municipalities, non-profit organizations, industry associations and private firms. TURN is confident that the Commission will carefully evaluate these proposals to fund cost-effective energy efficiency and conservation programs that produce both short-term benefits and establish a foundation for structural changes that will reduce peak electric demand. Consideration of these proposals offers the potential not only of achieving demand reduction but also of promoting a more vibrant energy efficiency market.


TURN is unable to evaluate and rank all the proposals within the ten day time frame allotted by the Commission. TURN hopes that the Commission will take sufficient time to adequately review the proposals in order to ensure that the $67.7 million allocated to the Summer Initiative is spent wisely. It is no secret that California is facing an energy crisis. However, it would do little good to throw money at ineffective programs or spend legislatively mandated Public Goods Charge revenues in ways not authorized or contemplated by the legislature. The Commission has an opportunity to implement changes that will lower peak demand during the critical summers of 2001 through 2004. TURN offers the following suggestions and recommendations for evaluating the various proposals, with the goal of maximizing demand reduction benefits within the legislative mandate governing the spending of Public Goods Charge revenues:

· The Commission should not use any Public Goods Charge revenues to fund pure load shifting, load interruption or fuel substitution programs; 

· In evaluating whether demand reduction programs qualify as “conservation and energy efficiency” activities, the Commission should be guided by several criteria, including whether the program provides an investment that will promote sustained demand reductions; 

· The Commission should follow the blueprint of the ORA and CEC for improving information management programs and redirecting funding to residential cooling and residential/commercial lighting and space conditioning programs;

· The Commission should reject attempts by utilities to increase spending for large nonresidential rebate programs which do little to target peak load reduction; and

· The Commission should consider using some energy efficiency Public Goods Charge revenues to fund targeted emerging technologies that promote distributed generation solutions to reduce system peak demand.

Public Goods Charge revenues must be used for cost-effective energy efficiency and conservation activities

As a first guiding principle TURN reiterates that AB 1890 requires that Public Goods Charge funding shall be spent on 1) cost-effective energy efficiency and conservation activities, 2) public interest research and development, and 3) operation and development of existing and emerging renewable resource technologies. PUC §381(c). The funding for the Summer Initiative comes specifically from revenues earmarked for cost-effective energy efficiency. As TURN noted in its earlier comments on the proposed alternate decision which established the Summer Initiative program, not all programs which produce “reductions in electric demand” can be classified as conservation or efficiency programs. Simply put, conservation is a sustained net reduction in output (thus less energy input); while efficiency is a decrease in energy used to achieve a constant output. 


Programs which invest in technologies that produce the same output for less energy input clearly promote energy efficiency.
 However, pure load shifting programs which do not reduce net energy use should not qualify for Public Goods Charge funding through the Summer Initiative.
 Credits for load interruption likewise should not qualify for the Summer Initiative.
 

Implementation of technology which has no connection to demand reduction should also not qualify for Public Goods Charge funding. For example, the Commission should not fund the installation of cogeneration plants, whether for on-site (distributed generation) or off-site use. Such plants may be more efficient in terms of energy generation (produce more energy per unit fuel input) but have nothing to do with conservation or efficiency of end-use demand! Moreover, cogeneration technology is well-developed and should be implemented based on private benefits.
 

The proposal of COPE to fund generation using waste gas is also clearly outside the domain of energy efficiency. It is nothing more than a quick increase of the supply side of the equation.
 Most of the programs proposed by Southern California Gas Company (which does not provide electric service) are purely fuel substitution programs and are also inappropriate for Public Goods Charge funding.

The ORA and CEC provide useful blueprints for redirecting funding of traditional energy efficiency programs

The Office of Ratepayer Advocates offers a very useful blueprint of how to shift and modify funding for traditional energy efficiency programs in order to maximize peak demand reduction. In its six “key elements” ORA proposes a shift in program emphasis within the existing nonresidential Standard Performance Contract (SPC) and Residential Contractor Program (RCP) to fund residential cooling efficiency upgrades and commercial lighting and HVAC upgrades. This CEC recommendations target this same customer and program element sectors, although the CEC proposes some other program details for meeting this goal.

Additionally, the ORA makes a detailed proposal for expanding the utilities’ energy management services to utilize internet-based information services that will allow customers to obtain functional information and connect more easily with energy efficiency service providers.

TURN finds the recommendations of the ORA and CEC to be more useful than the suggestions of the utilities for spending the $67.7 million earmarked for the Summer 2000 Initiative. The utility responses to the Initiative are somewhat disappointing.  While the utilities do propose some valuable program modifications oriented towards space conditioning and lighting, their main response is to direct even more money to large industrial customers for any energy efficiency installation. The largest single budget category appears to be for the Express Efficiency programs, with the request that the Commission simply increase eligibility so that all large industrial customers could qualify for increased rebates.
 The proposed program modifications (for example, the Large Nonresidential SPC modifications of PG&E described in Appendix A, page 2) appear designed solely to streamline procedures to get more money out the door faster to more large customers for any measures which can be installed by July 31, 2001! Such a program may provide incremental demand reduction and will certainly benefit large customers, but it will do very little to ensure meaningful long-term reduction in summer peak load.

TURN offers some criteria for evaluating program eligibility for funding from Public Goods Charge revenues

It is not always obvious how to define efficiency and conservation.  Pending legislation to reauthorize the Public Goods Fund (AB995) includes language that the Commission should use to guide its deliberations in this matter.  The language is supported by all three UDCs and many other major stakeholders involved in this proceeding.  The bill specifically addresses the issue of peak load reductions in the following manner:

§399.4 (a)(2) Energy efficiency" includes cost-effective activities  to achieve peak load reduction that improve end-use efficiency, lower customers' bills, and reduce system needs. 

This definition meets TURN’s test of ensuring that programs funded through the public goods charge achieve net efficiency gains while also benefiting all customers of the system including non-participant ratepayers.  


TURN suggests that one practical means of delineating true conservation and efficiency measures is to determine whether the program promotes infrastructure or investments that will support continuing and persistent demand reductions. Some programs which appear similar to load shifting may actually promote conservation. For example, the air conditioner cycling program uses technology to build an infrastructure that conserves energy.  Energy use is actually reduced, not just shifted.  While output is also technically reduced, the cycling technology is used to minimize the discomfort due to interruption so that less energy use is deemed acceptable.
 This is the essence of conservation.


Similarly, load management programs, as proposed by ORA and other parties, could promote conservation if the funding is used to develop an infrastructure that assists customers in reducing their load based on price signals over a continuous period of time, as opposed to providing credits for one time reductions associated with utility interruption programs.  In no circumstances should the Commission use the public goods funds as a financing source for interruptible credits.  

The Commission could fund certain programs that promote renewable emerging technologies

The ORA has proposed that the Commission use some of the Summer 2000 Initiative money to fund very targeted distributed generation technologies in order to “shape and accelerate” the emerging distributed generation industry. Distributed generation offers an exciting potential to enhance grid reliability and promote renewable and/or less polluting forms of electric generation.  While technically DG is a supply side solution, it may be appropriate to fund emerging technologies such as fuel cells and photovoltaics with Public Goods Charge revenues. PUC §381(b).  In the case of these emerging technologies, the Commission should consider whether there are opportunities to promote deployments that provide public benefits which go beyond demand reductions.  For example, the use of photovoltaics benefits all ratepayers to the extent that there are positive environmental externalities and lower costs for renewable technologies in the future.  Since the promotion of renewable generation is explicitly included in the overall public goods fund, TURN believes that limited support for these units may be appropriate as part of the current proposal.

TURN does not object to using energy efficiency Public Goods Charge funds for programs designed for “targeted customer markets” as envisioned by the ORA. Such programs could produce immediate demand reductions, stimulate emerging technologies and foster development of distributed generation.

The Commission should take the necessary time to carefully evaluate the different proposals

TURN strongly urges the Commission to allow sufficient time to analyze and compare the different proposals in order to select those which are likely to succeed, rather than throwing money at the problem in hopes of a quick fix. The timetable authorized in D.00-07-017 is inconsistent and appears to have caused confusion among applicants. The Commission stated that it intends to authorize the programs on or before August 21, 2000 in order to “have the programs in placed with attendant demand reductions in time for the Summer of 2001.”  (D.00-07-017, mimeo at p. 203.) However, the Commission also stated that the goal of the Summer 2000 Initiative was to “initiate a rapid response procedure to give us measurable demand and energy usage reductions beginning in Summer 2000.” (Id. at 199.) The proposals submitted to the Commission vary in the proposed time schedules.  Some request funding for programs to be implemented in 2000 and 2001, while others call for programs to be implemented in 2001. The Commission did not provide any guidance on how it will allocate the $67.7 million in funding for the Initiative.

If the Commission intends for the programs to be implemented for Summer 2001, it should allow more time for careful analysis and evaluation.  There is a need for additional data to verify the cost and benefit calculations in several of the proposals. There is no need for fast-tracking a decision, especially since several parties emphasized the need for consistency and continuity in rules once programs are adopted. The CEC has provided a useful blueprint for prioritizing program selection, though TURN does not offer any opinion on the specific programs which the CEC identifies for implementation in the Summer of 2000. TURN does recommend that the Commission spend only a limited amount of funds for Summer 2000 programs unless there are strong assurances that the funds can be effectively spent to accomplish the key objectives of promoting efficiency, reducing peak load consumption, and lowering the bills of all customers. While TURN does not request hearings on these proposals, TURN does recommend that the Commission obtain additional information necessary to evaluate certain proposals, allow for limited discovery by interested parties, and allow an additional round of comments on programs for the Summer of 2001.
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� Many of the proposals include such traditional energy-efficient technology subsidy programs.


� An example of such a program is Edison’s “Cooperative Demand Response Initiative.”


� TURN agrees generally with NRDC that some of these programs – such as pure load interruption programs - may have value, but should be funded through non-public purpose program funds. See NRDC Protest to Advice Letters 1463-E et al., July 20, 2000.


� Indeed, at least one applicant notes that private development of cogeneration is awaiting the end of the rate freeze. Nurseryman’s Power Cooperative, at p. 3.


� Again, supply-side solutions may certainly be considered for other funding sources, and TURN is actively supporting independent development of distributed generation resources in Rulemaking 99-10-025.


� See, for example, Edison at p. 7.


� The swimming pool pump tripper program, on the other hand, simply shifts the same amount of demand to a different time.
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