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PROPOSED PROTOCOL FOR ASSESSING

THE ECONOMIC EFFECTIVENESS OF GEOGRAPHICALLY TARGETED ENERGY EFFICIENCY IN DEFERRING

TRANSMISSION AND DISTRIBUTION INVESTMENT

February 15, 2007

I.
Introduction

On January 8, 2007, the Public Service Board (PSB) ordered Efficiency Vermont to target additional savings, beyond existing statewide efforts, in four geographic areas within the service territories of Central Vermont Public Service (CVPS), Green Mountain Power (GMP), and the Vermont Electric Cooperative (VEC) (1/8/07 Order at 3).  That Order states:

The Board recognizes that geographic targeting of energy efficiency on this scale has not previously been attempted in Vermont; thus, we will put in place procedures to ensure that the results of these efforts are fully evaluated. We direct Efficiency Vermont to work with the electric utilities and the Department of Public Service to ensure the collection of appropriate information necessary to adequately evaluate the geographic targeting efforts. Efficiency Vermont is further directed to file a proposed protocol for determining the cost-effectiveness of the targeted energy efficiency measures and evaluating whether the targeted measures have effectively deferred transmission and distribution upgrades. The proposed protocol shall be filed by February 15, 2007. (Order at 5.)

As suggested via an electronic mail communication from PSB Staff Attorney Ed McNamara on January 16, 2007, the proposed protocols should generally address the following topics:

1. Determination of the effectiveness of the targeting;

2. Collection of the information necessary to make that determination; and

3. Determination of the status of ongoing targeting efforts with respect to deferring a T&D upgrade.

This document poses the questions whose answers will determine the economic effectiveness of geographically targeted energy efficiency (“geotargeting,” for short), and proposes a collaborative process involving CVPS, GMP, VEC, the Vermont Electric Company (VELCO), the Department of Public Service (DPS), and Efficiency Vermont to address them. Efficiency Vermont shared a draft of this document with the DPS, and with the utilities in whose territories the four areas are located. While Efficiency Vermont has endeavored to reflect the concerns of these parties, it alone takes responsibility for this document.

 II.
Issues in assessing the economic effectiveness of targeted energy efficiency in deferring T&D investment

For geotargeting to be effective in deferring T&D infrastructure investment planned in any of the four areas designated by the Board, it has to deliver enough load reductions in time to make a difference in the schedule and / or configuration of the investments.  This means estimating in advance how much load reduction would be needed – and when, to defer part or all of a series of scheduled transmission or distribution investments in each area.  For geotargeting to be economically effective, the total lifetime costs of the alternative resource configuration (ARC), including the geotargeting, must be less than the default infrastructure expansion plan without it.   

Conceivably, geotargeting’s economic effectiveness could be assessed retrospectively, after the resource plan with the geotargeted energy efficiency is implemented.  Such an after-the-fact assessment of geotargeting’s economic effectiveness would require re-estimation of what the “all-wires” default solution would have cost, had the utility built it as originally planned, without geotargeting, as well as a host of other factors, including a study of loads and changes in load growth.  Such an exercise would appear in hindsight to have been difficult, speculative, controversial, and of dubious value for future resource planning. By contrast, assessing geotargeting’s economic effectiveness prospectively can inform decisions about which competing ARC to pursue in each area.  

From a practical standpoint, prospectively assessing geotargeting effectiveness in each geographic area requires five basic steps:  

1. Determining how big the load reduction would have to be to defer the need, by one year, for the scheduled T&D investment, based on the forecast load growth on the affected circuits in each geographic area; 

2. Setting a “target” amount of cumulative geotargeted efficiency to pursue, which may be a portion of a larger ARC, to provide the requisite load reduction by the need date;

3. Estimating the costs of achieving the geotargeted efficiency, and comparing them with the benefits of projected geotargeting electricity savings;

4. Tracking, monitoring, and evaluating the actual savings delivered to the energy efficiency target in each geographic area; and 

5. Reporting actual direct and allocated costs of achieving efficiency savings in each geotargeted area, and comparing those costs with the benefits of actual savings and with projected costs.

GMP’s comments demonstrate that periodic reassessment of geotargeting is necessary to reflect changing conditions, including updated load forecasts and revised T&D plans.    Over time, it will be necessary periodically to adjust the pace and timing of each utility’s portfolio of investments in efficiency, other distributed resources, and T&D based on actual circumstances – including geotargeting results, updated loads and forecasts, and revised T&D solutions and cost estimates. This would include a determination as to whether geotargeting efforts should be continued or suspended.  Load growth could outpace forecasts and require the T&D solution as originally scheduled, despite successfully achieving efficiency targets in the geographic areas.

The scope and horizon of the analysis for assessing geotargeting’s economic effectiveness necessarily extend beyond Efficiency Vermont’s existing structure and its current contract. It is unlikely that Efficiency Vermont’s accomplishments in the next year and-a-half will in themselves make a difference in the distribution projects planned in any of the four geographic areas. Rather, discussions during the targeting workshops made clear that it will take cumulative load reductions, achievable over the next 3 to 5 years or more, to postpone a project.  These needed load reductions may be above and beyond what Efficiency Vermont could deliver under its statewide contract. As the Board stated, Efficiency Vermont’s “expenditure of funds in targeted geographic areas does not relieve the utilities that serve these areas of their resource planning obligations for the targeted areas.” (Order at 1.)  Thus, the economic assessment will need to consider additional geotargeted investment beyond that covered by Efficiency Vermont’s current contract budgets.  Consequently, such assessment is best undertaken as a part of the ongoing process of resolving reliability deficiencies in the targeted areas.

Determining the economic effectiveness of geotargeted demand-side management has been the subject of ongoing area-specific distributed utility planning collaboratives (ASCs) for some time in two of the four targeted areas.  These collaborative processes have involved affected distribution utilities, the DPS, and some customers.  Several of these collaborative efforts have found that geotargeted energy efficiency alone would not be sufficient to influence infrastructure investment timing; however, they could be, if combined with generation or wires (or both) to form ARCs with deferred T&D investment.

For example, CVPS has determined, with a preliminary analysis in the Southern Loop, that a mix of geotargeted energy efficiency and distributed generation (in combination with other wires investments) could potentially defer future infrastructure investments.
  Fully considering the economic effectiveness of geotargeted energy efficiency in deferring planned infrastructure investment in the four areas therefore may also require inclusion of the costs and contributions of generation and other resources.

III.
Recommended protocol for assessing geotargeting effectiveness in the four selected areas

As GMP indicated in its January 31, 2007, comments to the Board, assessing the economic effectiveness of geotargeting requires information from, and analysis by, the distribution utilities, VELCO, and Efficiency Vermont.
  Each is in a different position with respect to furnishing the information needed for the analysis and for conducting the analyses themselves. Addressing economic effectiveness from this perspective will be the subject of ongoing efforts undertaken by the affected utilities, consistent with existing regulation and public oversight.

Efficiency Vermont can provide information on when and how much electricity it saves (or plans to save) in each area, as well as information on the costs to achieve these savings, as part of its implementation planning through 2008 for the balance of its current contract.
  The Order also directs Efficiency Vermont to “provide an estimate of the amount of energy efficiency savings that can be achieved for each area.” (Order at 6.)
  To make a difference in T&D infrastructure, efficiency investment would have to continue beyond the current contract.

Estimating the costs and savings of potential additional savings beyond Efficiency Vermont’s current contract would require additional research and analysis outside the scope of Efficiency Vermont’s previous work.
 Geotargeting will probably require new, more costly market strategies to achieve deeper savings in each area, in addition to or instead of more intensive application of current strategies. Once Efficiency Vermont gains experience in these more expensive strategies, it will be in a better position to estimate the maximum savings achievable over time, and the associated costs of doing so, in each geotargeted area.  To the extent that information has been developed for certain of the areas, as part of the efforts of ASCs, such information is already available for this purpose.

The need for additional T&D capacity is based on forecasts of load growth.  According to GMP’s comments, circuit-level load forecasts apply regression coefficients estimated from Year 2000 load data, which include the effects of statewide efficiency savings since Efficiency Vermont’s inception. Any estimate of incremental geotargeting efficiency savings must account for savings that would be expected in the area from baseline, statewide Efficiency Vermont initiatives.
 Fortunately, Efficiency Vermont can use historic data on savings achieved in the geotargeted areas to adjust for this.  A consistent method for accounting for statewide savings across the four geotargeted areas will need to be worked out among Efficiency Vermont, the utilities, VELCO, and the DPS.

Efficiency Vermont can report and compare actual and estimated costs. It is also in the best position to use a program screening tool and the Board’s standard cost-effectiveness tests to compare benefits and costs of geotargeteing investment in each geographic area.
  This benefit-cost analysis would use the new avoided costs and costing periods recently approved by the Board. Efficiency Vermont would also compare the benefits and costs of the achievable potential it will estimate in each geographic area. This comparison can provide the basis for estimates of the economically achievable efficiency potential for each utility for inclusion in alternative resource configurations assembled to meet each area’s reliability needs.

The three distribution utilities and VELCO are in the best position to provide information on: (1) the timing and cost of planned and potential alternative distribution investments to meet specific reliability concerns, and (2) the strategies to remedy underlying supply problems or reliability deficiencies.  Accordingly, the distribution utilities and VELCO are also the entities best suited for applying their reliability planning criteria to determine the amount of load reduction needed, and by when, to defer those investments. Once those determinations were made, the four entities could recommend the pace for acquisition of incremental resources.  Further, the three distribution utilities and VELCO are also the entities responsible for assembling alternative resource configurations for meeting reliability needs, for comparing the costs of these alternatives, and for selecting and pursuing the best solution from among them.  

Accordingly, the three distribution utilities and VELCO are best situated to assess whether geotargeting, and the ARC of which it would be a component, has deferred T&D investment.

Since the DPS is responsible for Energy Efficiency Utility (EEU) program evaluation, it is the appropriate entity for leading any additional market research or program evaluation studies that might be needed to assess geotargeting efforts, either prospectively or retrospectively. The Department will report in April on additional market research it may deem necessary, prior to the implementation and / or ex-post evaluation of geotargeting.

Because these responsibilities and capabilities are so varied and spread across so many entities, Efficiency Vermont recommends that a collaborative process be established for developing the research and analysis protocol for assessing the effectiveness of energy efficiency in the four targeted areas.  This process would coordinate with, but be separate from, existing ASCs and the Docket No. 7081 transmission planning process. To that end, Efficiency Vermont will:

1. Define and identify sources for the requisite information;

2. Assign roles and responsibilities for each party;

3. Establish a common methodology for conducting analysis, setting savings targets, estimating costs, and reporting results;

4. Create a schedule for carrying out research and analyses assessing the effectiveness of geotargeting in the four geographic areas; and

5. Develop and employ a mechanism for managing the process and reporting periodically on its progress to the Public Service Board.

This process would be part of the ongoing cooperation among the parties for communicating and exchanging information on Efficiency Vermont’s operations to deliver electricity savings in the targeted areas under its revised contract through 2008.  Fully assessing the economic effectiveness of geotargeting in deferring T&D investment requires the assembly and comparison of alternative resource configurations containing geotargeted energy efficiency.  This work should take place in the context of Docket 7081 and the area-specific collaboratives.  

While the Board considers this recommended protocol, Efficiency Vermont proposes to continue working with the above-named entities to launch a collaborative process to assess geotargeting effectiveness. After the DPS files its report on geotargeting evaluation plans in April, Efficiency Vermont proposes that a collaborative workplan covering the five processes be submitted for Board review by May 1, 2007.  As noted above, that filing will contain a schedule of deliverables through 2008, including the estimated achievable savings and costs in the four geographic areas by the second quarter of 2008.

� VELCO used this approach to develop an ARC consisting of both energy efficiency and generation as a potential substitute for the Northwest Reliability Project (NRP) in 2003-2004.


� For example, load reductions could influence the timing of primary distribution investment planned by GMP, as well as “upstream” investment in subtransmission by VELCO.


� As indicated during the targeting workshops, Efficiency Vermont can provide information on financial incentives paid in each areas, and estimates of participant costs.  Efficiency Vermont will allocate other costs to geographic areas using procedures currently employed in reporting under its current contract.


� For some target areas, this information has already been developed as part of distributed utility planning efforts and can be used for geotargeting purposes.


� Members of Efficiency Vermont’s staff and subcontractors are currently and have in the past engaged in this kind of research and analysis on behalf of CVPS and VELCO in the Southern Loop and the NRP, respectively. 


� For example, CVPS and VELCO conducted an assessment of Southern Loop DSM potential that has been shared with the Board and parties to facilitate the provision so f services to this target area.


� CVPS savings projections for achievable efficiency savings in the Southern  Loop adjust for statewide EEU savings.


� The applicable cost-effectiveness tests are the societal, total resource cost, and utility tests.


� This process can be developed to facilitate the coordination of planning activities under both the Docket No. 7081 Transmission Planning Process and distribution utility company planning activities.





[image: image3.emf]
                             Using products with the ENERGY STAR ( label can save energy. Saving energy reduces air pollution and utility bills.


[image: image3.emf]

 ENERGY STAR and its logo are registered US marks.

