Public Interest Response to Issue List from 5 March Conservation Sub Group

March 17, 2004

1) How to determine what conservation efforts should be pursued with which acquisition approaches (local programs, regional programs, market transformation, RD&D, codes and standards? 

a) How to ensure a portfolio of approaches across the region to efficiently capture all cost-effective conservation?

b) How to assure adequate funding for these approaches?

c) Which of the approaches should be pursued under BPA-oriented mechanisms?

d) How to determine how much of the BPA- oriented effort should be under local control or BPA control?

e) Whether, and if so, how to establish guidelines for portion under BPA control?

Response - The Public Interest Group's Dec. 2003 proposal addressed most of  these issues:


The Council will establish the annual conservation target based on achieving all the cost-effective energy conservation available over the next 20 years.  Separate and fixed percentage targets for local and regional conservation programs, with a percentage of the total funds reserved for allocation based on need and opportunity, will be established at the outset.  The Council will allocate the reserve, with the assistance of the RTF, between the local and regional programs.  Allocation of this “swing” amount can be revisited and modified by the Council at least every five years, but no more often than every three years.

The local portion of the aMW targets will be translated, using average cost estimates, to a total dollar figure for each.  Both the aMW and dollar per aMW figures will be divided proportionately by total utility load.  The utility will be held accountable for the aMW goals for the portion of the obligation for which they remain responsible (eg, local conservation programs), and BPA has responsibility for the regional conservation programs, as well as being the backstop for any unmet utility obligations. 

BPA is responsible for implementation of (but can contract out for) regional conservation programs, low-income programs, and RD&D.  The utilities are responsible for implementing their portion of the local programs and for any contracted regional or BPA-administered local programs.  In addition, the utility can decide to give BPA authority to carry out its program implementation responsibility if it so chooses.

The initial split in funding for the conservation programs will be:

30% 
Regional (NEEA and BPA regional and multi-utility programs including codes and standards, low income, and RD&D)   

60%
Local programs administered by utilities

10%
The split for this component between regional and local will be decided by the Council with the assistance of the RTF based on local and regional needs. The proportions will be revisited at least every five years, but no more often than every three years.

In addition, the Council will determine the annual amount of conservation funds that should be used for low-income weatherization based on one twentieth of the estimated regional need. 

2) What should be the treatment of conservation achievements under tiered rates or an allocation of the system?

a) How should conservation be accounted for?

Response - Bonneville's costs of its share (centralized programs, R&D, NEEA, etc.) should be in Tier 1.  C&RD credits should be based on Tier 1 allocations.

b) Do conservation achievements decrement an allocation? If so how?

Response - Energy efficiency should not decrement utilities' tier 1 allocations.  If energy efficiency savings cause a utility to lose some of its tier 1 allocation due to net requirement problems, the displaced tier 1 amount should be declared as surplus, so that the utility, or BPA on its behalf, could sell it on the market .

c) How to avoid penalizing utilities for strong conservation performance?

Response - After allocation, see answer above.  Before allocation, during the uncertain time between BPA's policy ROD and later allocation or tiered rate, Bonneville's policy should protect customers by stating that any future allocation or tiering should be based on utility loads as of the date of the final policy ROD (expected before the end of '04).  This removes a disincentive to acquire conservation in the interim period
3) Should any BPA-oriented approach be expanded to include combined heat and power. If so, how? If not, should there be a regional mechanism to fund combined heat and power efforts?

Response - CHP, with minimum efficiency and emission standards should be encouraged as an efficient supply-side resource.  We would support incentive or funding approaches that could be added to the programs being discussed here, but this is not an end-use efficiency measure and should not be funded through conservation dollars.
4) How to design in cost-efficiency of acquisition? (This is different than cost-effectiveness of measures)

a) If so how and for which approaches?

b) Should BPA adopt cost-efficiency as a goal in the local-utility efforts? And if so how?

c) Should BPA adopt cost-efficiency as a goal in the regional efforts under its purview? And if so how?

Response - Under our proposal, utilities have an incentive to acquire savings at least cost, since their target is aMWs; but at the same time are protected, since the target is subject to a $/MW cap.  Individual measures that are not cost-effective may be incorporated into programs, so long as the program is cost-effective (e.g., including windows in whole house programs.)  

Another question that we are willing to consider is whether measures that are not cost-effective from a societal perspective should be allowed.  For example, should the program allow a 6-cent non-cost-effective measure to be acquired with a 3-cent utility rebate and 3 cents from the participant, because each sees its own investment as "cost-effective," even though from a societal perspective that investment is not cost-effective?  Or, should only measures or programs that are cost-effective from a societal viewpoint be on the RTF "list" eligible toward a utility's target?  

5) Whether and how to adopt local utility targets?

Response - See Number 1

6) What should be the form of the BPA mechanism for local utility conservation?

a) MWa target with penalty later

b) Credit and discount

c) Some combination or at customer choice

d) How is the mechanism implemented in budget and rates?

Response - See No. 1.  We propose a modified C&RD mechanism to insure cost-effectiveness, enable customer choice, and provide an incentive to acquire conservation at least cost.
7) How are conservation targets set with respect to amounts real, verifiable, incremental?

Response - Our proposal envisions a more formalized, robust RTF that would update the "list," and recommend improvements in measures and programs. 

8) Should there be individual utility targets or overall targets. 

a) What are the consequences for not meeting the targets?

Response - See No. 1.
9) How to deal with the non-BPA served portions of the regional targets?

a) Funding

b) Budgets

c) MWa

Response - IOU C&I loads are covered by their regulators.  All loads of BPA's partial requirements customers will be included in utility targets.  However, the C&R credit, and backstop if needed, will be calculated as the fraction of the customer's load on Bonneville compared to its total load.  For example, assume a BPA customer with total load of 100 MWs received half its power from BPA, and that its total target for conservation, based on its total load, was 2 MWs per year.  Its C&R discount would only apply to the 50 MWs it buys from Bonneville, and the customer would get 50% of the credit for each measure installed.  IOU residential and small-farm loads have their share of the targets and qualify for C&R discount credits.    
10) Are conservation and renewable resource targets interchangeable

Response - No, but we would consider some limited amount of flexibility.
11) How should the RTF be revised?

a) Structure

b) Duties

c) Funding

Response - All program implementation must follow accepted protocols and Measurement and Evaluation (M&E) plans established by the RTF.  The cost of M&E will be built into programs.  M&E results must be publicly available.  Dispute resolution must be provided for.

The RTF will become a more formalized technical group, with a small core staff and an Advisory Council comprised of experts from representative regional organizations.  The RTF will evaluate the effectiveness of measures and delivery mechanisms and update the “list” of measures.  This is not a policing function.  The RTF will evaluate programs for cost-effectiveness, delivery problems, etc., with an eye toward improving the programs prospectively.  The RTF, under BPA guidance, will also continue to play its primary Conservation Discount role of keeping track of each individual utility’s accomplishments.  The RTF will advise on issues including, but not limited to, eligible measures, and recommended savings values and methodologies.  The RTF should also develop guidelines to ensure that appropriate education, market transformation and other hard-to-measure programs are included in the utility portfolio of programs.  

BPA and the Council will provide staff for the RTF.  To accomplish its goals, the RTF will be able to request information from utilities and BPA and conduct spot checks of programs, but not for the purpose of policing individual utilities.  BPA will retain final decision-making authority on matters addressed by the RTF.  However, significant deviations from RTF recommendations will require a public process.  BPA, in concert with the Council and the RTF, will conduct regional evaluations on the regional and multi-utility programs.  A substantially revised C&RD would continue as a mechanism that could be used for conservation compliance.  BPA is responsible for ensuring that individual utilities deliver on their obligations and comply with protocols used to deliver measures.  BPA will also conduct financial audits of utility programs.

________________________________________
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