February 14, 2011



Mike Weedall 
Vice President, Energy Efficiency
Bonneville Power Administration 
P.O. Box 3621
Portland, OR 97XXX

RE:  Conservation Post 2011 - Phase 2 Comments 

Dear: Mike 

PNGC has participated in both Phase 1 and 2 of the Post-2011 conservation program policy development and how programs will be implemented and operate in conjunction with the Tiered Rate Methodology and the Regional Council’s Sixth Power Plan.  Overall, PNGC is supportive of the direction of Phase 2 as discussed in BPA’s January 12, 2011 Energy Efficiency Post-2011 Implementation Proposal (Proposal).  BPA’s Proposal for the most part follows the recommendations of the Phase 2 Workgroups. We consider this a validation of the work group process and a testament to the value that collaboration brings to the regional conservation effort. 

With respect to Phase 2, PNGC is providing additional comment in four areas: the treatment of Large Project Funding, implementation of Conservation Potential Assessments (CPAs), financial assistance for Small, Rural and Residential utilities and a minimum time for the Negative Change Notice. 

Large Project Funding

Management of the planning, funding and implementation of “large” conservation projects is one of the outstanding issues in the Phase 2 discussions.  Workgroup One addressed this issue and recommended, “No set aside out of the Energy Efficiency capital budget for large projects.” Presumably, this recommendation was to protect the utilities Tier One Cost Allocator (TOCA) based Energy Efficiency allocation from being subsumed by large projects and thereby eliminating the ability to continue a utilities other programs. The Workgroup felt such a set aside would violate the principle from Phase 1 that each customer is entitled to the opportunity to get back what they pay to BPA for energy efficiency.  Several entities objected to eliminating the set aside for large projects. In BPA’s Proposal, it sought comment on two options: (1) No set aside for large projects, and (2) A set aside from Energy Efficiency’s capital budget for large projects under stringent criteria.  

At the outset, we are compelled say that PNGC is a proponent of the TOCA based funding allocation as the initial step to initiating the Post-2011 conservation funding.  The TOCA approach is the best method available for providing our members with the funding nearer to the overall amounts paid in under BPA’s rates.  The Phase 1 equity principles are important to PNGC’s and its members because those principles provide our members with reasonable funding as we continue to expand our conservation programs.  Having said that, we are seeking to avoid inadvertent equity issues and still be able to provide certainty for large projects.  The Large Project Fund issue raises several concerns for PNGC about operation of the Post–2011 implementation beyond selection of one or the other of BPA’s proposed options.  First, is the restrictive requirement of having to operate programs on funding within the two-year rate period.  Second, is the need to better define the large project category.  
 
Initiate a rolling four-year planning, budgeting and planning horizon
PNGC recommends that BPA consider eliminating the requirement that projects must start and be complete within the two-year rate period.  This is an excessive restriction that limits planning and implementation, and is especially problematic for large projects.    

Instead, PNGC proposes BPA move to a four-year rolling operating period for budgeting and implementation of programs and measures Post–2011.  For budgeting purposes, this would mean that utilities would have budgeting values based on TOCAs on a rolling four-year basis.  The budgets for first two years would be the actual values for the two-year rate period from the Integrated Program Review and the values in the Rate Case.  The values for the subsequent two years would be estimated amounts outside the rate period. However, these estimated amounts would give a utility some planning certainty about future funding it might have available.  This approach would roll ahead year by year to provide utilities with budget and planning information.  As a planning approach, utilities would be aided in making determinations on the timing and budgeting for industrial, irrigation or custom projects that could soak up big chunks of the utilities overall conservation dollars. 

 As part of the planning process in paragraph one, the utility could be afforded an optional right to reduce its funds in the actual rate period with a reservation to pre-select into progress payments in the next period.  Actual costs would go down in the current period and BPA would be on notice for additional funds already requested in the next period.   

Project by project implementation is when actually working across the rate periods becomes important.  Here a progress payment approach would be helpful.  For custom projects that are a percentage (yet to be determined) greater of a utility’s Energy Efficiency Incentive (EEI) budget and/or have completion dates extending beyond the current rate period, BPA will in consultation with the customer develop an agreement for progress payments.  The agreement should contain specific milestones that will allow the customer to invoice BPA for pre-agreed upon amounts. Final payment for any project would depend on the completion of the project’s all Measurement and Verification and BPA may adjust the payment based on actual savings.

Refining the Large Project Definition
Coupled with the planning, budgeting and implementation approach discussed above, PNGC recommends that there be a refinement of the definition of large projects.  We consider there to be two distinctions.
  
First, are the very large projects.  These are actions at industrial complexes that in aggregate might capture saving on the order of 10 to 20 aMW and take more than two years to complete. There may be only a half dozen of these very large projects, however their size and timing makes them candidates for a separate planning, budgeting and implementation approach. Projects of this size may necessitate individual contracts that address the longer timing and funding needs.  These projects may be candidates for Third Party Financing or a reasonable amount of a host utilities’ self-funding.

Second, are projects that are in the 0.5 aMW to 5.0 aMW size.  These projects may be large enough that they cannot easily be incorporated into the local utility budget without the four-year rolling planning and budgeting horizon described above.  With an adequate planning horizon, a utility might be able to stage the work for these sizes of projects within their existing TOCA based allocation. They might fit well into the progress payment approach described above or be a consideration for utility self-funding.  Also, by the time we are in the last year of an actual rate period, (e.g., down to the last 6 months) we will have the next rate periods actual budget (as we do now). 

 
Implementation of Conservation Potential Assessment (CPA)

BPA’s Proposal presented two options.  Option 1, which is similar to Workgroup 3’s recommendation, called for BPA to assist its customers in such areas as data gathering, best practices, and to provide a CPA framework.  Option 2, wherein BPA would require utilities to complete CPAs under a set of guidelines or requirements set by the agency.
PNGC has held that CPAs are a valuable informational and planning tool. In our case, we must be able to deploy that tool with flexibility and with adequate rigor so that the resulting assessment is valuable for each of our 14 members and PNGC’s power pool as a whole.  A stringent mandated CPA approach is unlikely to meet our requirement.  We think that BPA can perform a role in regards to CPAs.  Specifically, BPA should play the role of facilitator/enabler for utility-based CPAs by developing tools and facilitating standardized data collection processes. BPA should serve as a repository for data collection tools, surveys, and identify best practices by becoming the hub for regional data gathering.

PNGC recognizes that a consistent approach and methodology will help make CPAs valuable from a regional standpoint; however, BPA should not mandate specific requirements for CPAs or require that a CPA must be completed. 


Financial Assistance for Small, Rural, and Residential Utilities

The main piece of Workgroup 2’s recommendation was defining which utilities fit into the Small, Rural Residential (SRR) category and an allocation of EEI budget for administration and/or performance payment.  BPA has rejected this entire piece of the recommendation and has proposed a performance payment based on TOCA size.  BPA’s Proposal classifies utilities as small, medium and large with performance payment caps of 30, 20, and 15 percent respectively.  The consequence of this proposal is that SRR utilities in the medium and large category will not receive the needed flexibility to cover higher costs.  We are concerned that BPA’s approach is not useful in initiating work in the Post-2011 period. 

PNGC supports the Workgroup’s definition for SRR customers.  This definition identifies “small” as a utility with a Tier 1 load less than 10 aMW, “rural” is defined as fewer than 10 customers per mile of line (based on the calculation of the low density discount in the TRM), and “residential” is defined as residential load greater than 66% of total retail load.  We are supportive of the recommendation that SRR utilities be able to use 30% of their EEI for performance payments.  All other utilities would be entitled to use 20% of their EEI for performance payments. 

Finally, we believe a major piece of work remains incomplete for the SRR sector.  That is, the development of program and additional measures that are easily deployed for utilities in this category, as well as easy to implement and streamlined in their measurement and verification protocols.  We support the development of turnkey programs and encourage BPA to follow through with its Phase 1 commitment for these programs. Ultimately, it would be a travesty to provide SRR utilities with TOCA based allocation, but no programs to operate.  





Minimum Time for Negative Program Change
PNGC’s members have for years desired much longer time commitments for BPA program measures – at least one or two years’ notice before a program measure is terminated.  We would prefer that once a program measure is implemented we are able to operate the program continuously across multiple rate periods.  The start/stop activity that has typified BPA energy efficiency programs strains the relationship that PNGC’s members have with their consumers.  
We are dissatisfied with the Workgroups recommendation for a negative change notice of four times a year.  Program measures should generally run continuously across multiple rate periods, but even a two- or one-year negative change notice would be an improvement.
Finally, we appreciate the opportunity to comment on the results of Phase 2 and BPA’s Proposal following the Workgroups recommendations.  We are committed to working with BPA to insure that the Post-2011 Conservation Programs are as good as possible. 





Sincerely,



Douglas R. Brawley
SR. VP BPA Power Supply & Member Services
