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I.
INTRODUCTION AND QUALIFICATIONS
· PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

· My name is Todd B. Dunkleberger.  My business address is 350 Pine Street, Beaumont, Texas 77701

· BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

· I am Manager, Texas Customer Relations Department for Entergy Gulf States, Inc. (EGSI or the Company).

· ARE YOU THE SAME TODD B. DUNKLEBERGER WHO PREVIOUSLY FILED DIRECT TESTIMONY IN THIS PROCEEDING?

· Yes.  I submitted testimony related to energy efficiency activities in EGSI’s Unbundled Cost of Service (UCOS) filing submitted to the Commission on March 31, 2000.

II.
PURPOSE OF SUPPLEMENTAL TESTIMONY
· WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY?

· The purpose of my supplemental testimony is to address necessary modifications to my earlier testimony related to energy efficiency activities, specifically programs, program goals, and program budgets.  The modifications are the result of progress made in the Energy Efficiency Implementation Docket, Project No. 22241.  That project involved the development of Standard Offer Programs (SOPs) and Market Transformation Programs (MTPs).  I will explain how EGSI Texas intends to implement the more detailed energy efficiency programs selected from those approved by the Commission in that docket.  By the term “EGSI Texas” I mean the discrete organization within EGSI that is responsible for the distribution operations and customer service-related functions in EGSI’s service territory in Texas.  EGSI Texas is not a corporation; rather, it is a functional organization within EGSI.

III.
ORGANIZATION OF TESTIMONY
· HOW IS YOUR SUPPLEMENTAL TESTIMONY ORGANIZED?

· First, I summarize my March 31, 2000 testimony.  Second, I present some general background information on the Implementation Docket and the process used to develop statewide energy efficiency programs and the approvals received from the Commission.  I also discuss future Implementation Docket activities.  Finally, I present the energy efficiency programs that EGSI Texas and Entergy Texas Distribution Company, the distribution utility providing service after January 1, 2002, will offer, and I provide the details of how EGSI Texas will implement the Energy Efficiency Plan.

· DO YOU SPONSOR ANY EXHIBITS IN YOUR SUPPLEMENTAL TESTIMONY?

· Yes, I sponsor the exhibits listed in the Table of Contents for this supplemental testimony.

· HAVE YOU PREPARED OR SUPERVISED THE PREPARATION OF YOUR SUPPLEMENTAL TESTIMONY AND EXHIBITS FILED IN THIS PROCEEDING?

· Yes.

· ARE THERE OTHER EGSI WITNESSES WHO WILL BE TESTIFYING ON ISSUES CLOSELY RELATED TO YOUR TESTIMONY?

· Yes.  Mr. Dave Wright’s testimony, as filed on March 31, 2000, contains the pro forma calculation for costs associated with the energy efficiency programs that I discuss in the March 31, 2000 UCOS filing.  This June 1, 2000 supplemental filing does not affect Mr. Wright’s testimony on total requested energy efficiency program-related costs and adjustments.

· WHAT PROVISION OF THE ENERGY EFFICIENCY RULE REQUIRES EGSI TEXAS TO OFFER SUPPLEMENTAL TESTIMONY?

· P.U.C. SUBST. R. §25.181(g)(1)(A) provides:

By April 1, 2000, file an Energy Efficiency Plan for the transition period and for the years 2002 through 2004, with the utility’s application for unbundled transmission and distribution rate.  This filing may be supplemented by June 1, 2000 to reflect the results of the energy efficiency implementation docket.

IV.
BACKGROUND INFORMATION
A.   Prior Testimony
· PLEASE SUMMARIZE YOUR PREVIOUS TESTIMONY.

· In my previous testimony, I explained how EGSI Texas and the unbundled Entergy Texas Distribution Company intend to administer energy efficiency programs to meet the statutory provisions in Senate Bill 7 and the P.U.C. Substantive Rule requirements regarding energy efficiency efforts.  According to P.U.C. SUBST. R. §25.181 (the Energy Efficiency Rule), electric utilities must implement energy efficiency programs to reduce at least 5% of their annual demand growth by January 1, 2003 and reduce at least 10% of annual demand growth each year thereafter.  That testimony also proposed a method of cost recovery for the energy efficiency programs that are currently being offered and for the programs that will be implemented to comply with the Energy Efficiency Rule.

· DID YOU MAKE ANY REQUESTS FOR GOOD CAUSE EXCEPTION IN YOUR PREVIOUS TESTIMONY?

· Yes.  In my previous testimony, I made a request for one good cause exception.  I requested approval to use a 15-year fixed average growth rate for determining annual load growth.  The Energy Efficiency Rule prescribes a 5-year rolling average growth rate for determining annual load growth.

· WHAT IS EGSI TEXAS’ RATIONALE FOR NOT USING THE PRESCRIBED METHOD FOR DETERMINING LOAD GROWTH?

· EGSI Texas found that the use of the prescribed method for determining growth would result in goals that do not represent actual growth.  Fundamental to the Company’s conclusion is the expected loss of load during 2001 as a result of co-generation projects that are expected to come on line.  These projects will produce “negative” load growth for the year 2001.  The impact of using the prescribed 5-year rolling average, including 2001, is to produce an average growth of 39 MW for the period 2003 to 2005.  EGSI Texas’ official forecast for that same period shows an average growth of 69 MW.  The difference is significant and would skew budgeting and planning activities related to Energy Efficiency Plans.  The prescribed 5-year rolling average and the proposed 15-year fixed average are compared in the following table:
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Source: PUCT, Office of Regulatory Affairs, Electic Utility Bill Comparison.


· WHAT IS YOUR RATIONALE FOR PROPOSING TO USE A 15-YEAR FIXED AVERAGE FOR DETERMINING ANNUAL GROWTH?

· The 15-year fixed average is a straightforward calculation that results in a realistic and stable growth pattern that EGSI Texas believes is consistent with the spirit of the statutory law.  This 15-year average incorporates the strong growth EGSI Texas has experienced in recent years, load loss that is expected in the immediate future, and moderate sustained growth that is forecasted for the future.

· PLEASE SUMMARIZE THE ENERGY EFFICIENCY-RELATED COSTS EGSI TEXAS IS SEEKING TO RECOVER.

· EGSI Texas does not have any energy efficiency expenses in existing rates; therefore, the Company is asking to recover $1.25 million that will be spent in 2000 and 2001 to develop energy efficiency programs.  EGSI Texas plans to amortize this amount over a three-year period beginning in year 2002.  The annualized, amortized amount is $423,000. 

EGSI Texas also asked to recover the expenses of its energy efficiency program through distribution rates in the year in which they are incurred.  EGSI Texas determined expenditures to average $6.56 million per year, for years 2002 to 2004.  Please reference pages 29 and 30 of my March 31, 2000 testimony for a discussion of the recovery of energy efficiency-related costs.

B.   EntergyAssist
· WHAT ENERGY EFFICIENCY PROGRAMS DOES EGSI TEXAS CURRENTLY OFFER?

· EGSI Texas’ Customer Relations Department administers “EntergyAssist,” a low-income assistance program.  EGSI Texas contracts with the Texas Department of Housing and Community Affairs (TDHCA) to provide energy assistance services to low-income customers in the EGSI Texas service area.  The EntergyAssist program will end December 31, 2001, at which time a replacement program that is funded by the System Benefit Fund (SBF) will be introduced.  The expenditures for EntergyAssist are not in EGSI Texas’ existing base rates; thus, my testimony filed on March 31, 2000 presented a justification for allowing recovery of EntergyAssist costs expended between January, 1998 and December, 2001.  EGSI is asking for $869,677 per year, for three years beginning in 2002.  Please reference page 8 of 30 of my March 31, 2000 testimony for a discussion of EntergyAssist-related costs.

V.
IMPLEMENTATION DOCKET ACTIVITIES
A.   Background
· PLEASE DESCRIBE THE ACTIVITIES OF THE IMPLEMENTATION DOCKET.

· When the UCOS filing was made, the programs that could be used to meet demand reduction goals were developed as concepts, but did not have sufficient detail to allow electric utilities to formulate a complete plan for meeting their demand reduction goals.  The Commission established the Implementation Docket, Project No. 22241, as a consensus forum to develop details for statewide energy efficiency programs.  The Implementation Docket is intended to maintain statewide consistency in energy efficiency programs and to effect timely development of these programs. P.U.C. SUBST. R. §25.181(m)(1)-(10) provides that the Implementation Docket will address the following:

(1) Development and review of statewide standard offer programs;

(2) Identification, design and review of market transformation programs;

(3) Determination of measures for which deemed savings are appropriate and participate in the development of deemed savings estimates for those measures;

(4) Recommendation to the Commission of one or more independent Measurement & Verification (M&V) expert(s);

(5) Review of and recommendations on the independent M&V expert’s annual report with respect to whether utilities will meet the minimum legislative goal by January 1, 2004 and annually thereafter;

(6) Review of and recommendations on the incentive payment levels and the adequacy to induce the desired level of participation by the Energy Efficiency Service Providers (EESPs) and customer classes;

(7) Review of and recommendations on the utility annual energy efficiency reports with respect to whether all customer classes have access to energy efficiency programs;

(8) Periodic reviews of the cost effectiveness methodology;

(9) Development of information packets for potential residential and commercial customers; and

(10) Other activities as requested by the Commission.

B.   Program Development
· PLEASE DESCRIBE THE GENERAL APPROACH USED TO DEVELOP THE ENERGY EFFICIENCY PROGRAMS ADDRESSED IN THE IMPLEMENTATION DOCKET.

· In the fall of 1999, a group of investor-owned electric utilities (TXU Electric Company, Reliant Energy, the Central and South West Corporation utilities, Southwestern Public Service Company, EGSI Texas, and Texas-New Mexico Power Company) hired Schiller Associates to develop energy efficiency program templates.  Schiller Associates is a California-based consulting firm with extensive experience in developing energy efficiency programs for restructured and restructuring electric markets.

In a workshop in December 1999, Schiller Associates presented a set of eleven program templates for discussion purposes.  Schiller Associates later developed more detailed descriptions for 6 of the 11 program templates.

Also in December 1999, the American Council for an Energy Efficient Economy (ACEEE) sponsored a workshop to discuss market transformation program concepts.  Workshop participants agreed that initial market transformation programs should focus on new home construction, windows, and air conditioning.

In April 2000, the investor-owned utilities hired Frontier Associates to facilitate Implementation Docket activities to ensure public participation in the development of energy efficiency programs.  Frontier Associates is an Austin-based consulting firm with extensive Texas-specific experience in developing energy efficiency programs.

During April and May 2000, the Commission Staff held a number of workshops to address various issues related to the development of the energy efficiency programs.  Subcommittees were formed to address specific issues; for example, the Texas Ratepayers Organization to Save Energy (Texas ROSE) explored options on how to best meet the needs of lower-income customers. 

Frontier Associates compiled the consensus decisions achieved in the workshops and other written comments to bring four standard offer programs and five market transformation programs to a level of detail appropriate for Commission review and approval.

· WHAT ARE THE BASIC TYPES OF ENERGY EFFICIENCY PROGRAMS BEING DEVELOPED THROUGH THE IMPLEMENTATION DOCKET?

· Two types of energy efficiency programs are being developed: SOPs and MTPs.  The basic characteristics of a SOP are that it pays a standard incentive for a wide variety of energy efficiency measures and is available to many EESPs on a “first-come, first-served” basis.  


A MTP strives to promote energy efficiency by fostering changes in the marketplace.  MTPs are open to a limited number of program implementers and do not always include an incentive payment.  MTPs are narrowly targeted, and energy savings may take longer to achieve.

· BRIEFLY DESCRIBE THE PROGRAMS THAT WERE DEVELOPED THROUGH THE IMPLEMENTATION DOCKET.

· The energy efficiency programs developed through the Implementation Docket are summarized below:

Standard Offer Programs (SOP)



1
Residential and Small Commercial 
Provides incentives for the retrofit installation of a wide range of measures that reduce demand and save energy for residential and small commercial (<100 kW) customers.

2
Commercial and Industrial 

Provides incentives for the retrofit installation of a wide range of measures that reduce demand and save energy in large commercial and industrial facilities.

3
Hard-to-Reach Residential 

Hard-to-Reach customers are defined by the Energy Efficiency Rule as customers with an annual household income at or below 200% of federal poverty guidelines.  Provides incentives for the retrofit installation of a wide range of measures that reduce demand and save energy.  Includes certain measures with less than a 10-year life, specifically, compact fluorescent lights (CFLs).

4
Load Management
Provides incentives for the curtailment of a reliable quantity of electric load on short notice.  Incentives are paid to one energy service provider selected by competitive bid based on the delivery of metered demand reduction.

Market Transformation Programs (MTP)



5
AC Distributors
Provides incentives for the installation of high-efficiency air conditioning units less than 20 tons in size that are typically used in small commercial and residential applications.  Incentives are paid on the basis of deemed savings.

6
High Efficiency Residential Windows
Promotes new window-related technologies designed to reduce energy use in homes.  Provides training and education to personnel at hardware stores, specialty glass shops, window manufacturers, homebuilders, etc.

7
Commercial and Industrial New Construction 
Designed to transform energy-efficiency behavior in the industrial and commercial construction markets.  Intervention strategies mix information/training, technical assistance, and financial incentives to increase the supply of, and demand for, high-efficiency buildings.

8
Air Conditioning Installer Training
Provides training to installers of air conditioning equipment to encourage installation practices that will lead to reduced energy use.  Reducing air duct leakage in homes is a primary objective.

9
Energy Star Homes
Provides incentives for a comprehensive set of measures in new housing.  Standard incentives per home are paid to builders or other project sponsors for the construction of homes that meet or exceed the EPA’s Energy Star standards.

C.   Program Approval
· WERE THE NINE ENERGY EFFICIENCY PROGRAMS DEVELOPED IN THE IMPLEMENTATION DOCKET PRESENTED TO THE COMMISSION FOR APPROVAL?

· Yes.  P.U.C. SUBST. R. §25.181(g)(2)(D) of the Energy Efficiency Rule provides that statewide energy efficiency programs may be “pre-approved” by the Commission before initial Energy Efficiency Plans are filed on June 1, 2000.  This provision is designed to streamline the review and approval process by considering statewide programs once, rather than in each utility’s rate case.

As the facilitator of Implementation Docket activities, Frontier Associates filed a petition (“the Petition”) for approval of the nine energy efficiency programs on May 4, 2000.  The Petition, without attachments, is attached as Exhibit TBD-1S.  For brevity, the program descriptions originally attached to the Petition are excluded from Exhibit TBD-1S.  However, the program descriptions, in their final version, are included in EGSI Texas’ Energy Efficiency Plan attached as Exhibit TBD-2S.

· DID THE COMMISSION APPROVE THE NINE ENERGY EFFICIENCY PROGRAMS THAT WERE INCLUDED IN THE PETITION?

· On May 18, 2000, the Commission approved eight of the nine programs included in the Petition.  The Commercial and Industrial New Construction program was not approved.  This program was brought up for consideration late in the Implementation Docket’s program design timetable and it did not get the extensive public review that the other energy efficiency programs received.   For this reason, the Commission did not approve the program.  The Commission asked that the program be discussed more thoroughly in the future activities of the Implementation Docket and indicated that it may be considered at a later date.  

At the time of the preparation of this testimony, the order approving the energy efficiency programs submitted in the Petition has not yet been issued.

· DID FRONTIER ASSOCIATES’ PETITION MAKE ANY OTHER REQUESTS OF THE COMMISSION?

· Yes.  In accordance with the consensus opinion of the participants in the Implementation Docket, the Petition also requested that the International Performance Measurement and Verification Protocol (IPMVP) be adopted for projects that do not make use of deemed savings. This protocol is the current industry standard and has been endorsed by other government agencies for similar purposes.  Among the state agencies that have adopted the IPMVP are the Iowa Department of Natural Resources and the New York State Energy Research and Development Authority.  It is also used for standard performance contracts in the state of California.

· DID THE COMMISSION APPROVE USE OF THE IPMVP?

· Yes, the Commission approved use of the IPMVP for projects that do not make use of deemed savings.

· WHAT ARE DEEMED SAVINGS?

· Deemed savings are pre-determined estimates of energy and peak demand savings attributable to a particular type of energy efficiency measure.  For example, if a 10 SEER residential air conditioning unit is replaced with a more efficient 12 SEER unit, the energy savings may be deemed to be 1 kW and 1,500 kWh.  Actual savings may be higher or lower, but the deemed savings will represent average kW and kWh savings for the purposes of calculating the incentive that will be paid for a particular energy efficiency measure.

· DOES THE PETITION ASK FOR ANY WAIVERS FOR THE REQUIREMENTS OF THE RULE?

· Yes, the Petition included requests for good cause exceptions for three specific requirements of the Rule:

(1) For the Hard-to-Reach SOP, the Petition asked that the Commission waive the requirement found in P.U.C. SUBST. R. §25.181(i)(2)(G) that all energy efficiency measures have a ten-year life, to specifically allow CFLs.  CFLs typically have a seven-year life.

(2) For the AC Distributors MTP, it was requested that the Commission waive the requirement in P.U.C. SUBST. R. §25.181(j)(1) that a competitive solicitation is the preferred method of contract selection for MTPs.  This would allow AC Distributors to participate in the program on a first come, first served basis.

(3) For the Load management SOP, the Petition requested a waiver of the requirement found in P.U.C. SUBST. R. §25.181(h)(3) that an individual EESP is not to receive more than 20% of the total incentive payment available for a particular SOP.

· DID THE COMMISSION GRANT THESE REQUESTS?

· Yes.  At the May 18, 2000 open meeting, the Commission approved the Petition’s requests concerning the Hard-to-Reach SOP and the Load Management SOP.  It also approved participation in the AC Distributor MTP on a first come, first served basis.  


With regard to the AC Distributor MTP, the Commission concluded that if a utility requests a waiver from the 20% limitation on incentive payments that can be made to any one EESP, the utility should make this request in its supplemental filing.  

· DOES EGSI TEXAS REQUEST A WAIVER OF THE 20% LIMITATION ON INCENTIVE PAYMENTS TO EESPs IN THE AC DISTRIBUTOR SOP?

· No, EGSI Texas does not request this waiver.

D.  Future Implementation Docket Activities

· WHAT ARE THE NEXT ACTIVITIES OF THE IMPLEMENTATION DOCKET?

· In addition to review of the Commercial and Industrial New Construction SOP and other details of the approved energy efficiency programs (i.e. application forms, contacts, etc.),  Implementation Docket activities will focus on three new areas:

(1) The establishment of a list of energy efficiency measures that are eligible for incentive payment and, where appropriate, a calculation of deemed savings for each measure. According to P.U.C. SUBST. R. §25.181 (g)(3)(C), the Commission is to review and approve deemed savings.  Frontier Associates is coordinating the effort to compile an initial list of eligible measures and deemed savings.  It is anticipated that Frontier Associates will facilitate the consensus process for finalizing this list and will file a petition to have them approved by the Commission so that they may be included in each utility’s Energy Efficiency Plan.  The participants in the Implementation Docket are also expected to design a process to add new deemed savings to the list of those approved by the Commission as new technologies are discovered;

(2) The process for verifying the income level of participants in the Hard-to-Reach SOP; and 

(3) Processes for enforcing the customer protection provisions found in P.U.C. SUBST. R. §25.181 (n).

VI.  EGSI TEXAS ENERGY EFFICIENCY IMPLEMENTATION PLAN
A.   Energy Efficiency Plan

· WHAT DOES EGSI TEXAS UNDERSTAND TO BE THE COMMISSION’S REQUIREMENTS FOR A COMPANY’S ENERGY EFFICIENCY PLAN?

· The provisions for an Energy Efficiency Plan (EEP) are detailed in P.U.C. SUBST. R. §25.181 (g)(2)(A)-(J) as follows:

(2) Each electric utility’s Energy Efficiency Plan shall describe how the utility intends to achieve the legislative mandate and the requirement of this section.  Beginning January 1, 2002, the plan shall be on a calendar year cycle and shall project at least a four-year period.  The plan shall propose an annual budget sufficient to reach the 10% legislative goal by January 1, 2004, and annually thereafter.  Each electric utility’s Energy Efficiency Plan shall include:

(A) A projection of the utility’s annual growth in demand based on actual historical data calculated using the methodology and corresponding energy and peak demand savings goals to be achieved under the plan as defined in subsection (e)(2) of this section.

(B) A description of existing contract obligations and an explanation of the extent to which these contracts will be used to meet the utility’s annual energy efficiency requirements.  Only additional energy and peak demand savings achieved as a result of projects installed after the effective date of this section may count towards the amount of energy and peak demand savings actually achieved on an annual basis.

(C) An estimate of the energy and peak demand savings to be obtained through each separate standard offer contract, market transformation contract, or both.

(D) The proposed design and plan for each of the utility’s standard offer contract and market transformation contracts, including measurement and verification plans when appropriate.  For statewide standard offer contracts or market transformation contracts previously approved by the Commission, the contract may simply be identified with a description of how it will be implemented in the service territory of the utility.  Contracts not previously approved by the commission should be presented in detail, including baseline studies, for review and approval.

(E) A description of the customer classes targeted by the utility’s energy efficiency contracts, specifying the size of the hard-to-reach, residential, small commercial, and large commercial and industrial customer classes, and the methodology used for estimating the size of each customer class.

(F) The proposed incentive levels for each customer class shall be set as a percentage of the avoided cost set forth in subsection (d) of this section.  Unless the commission adopts different ceilings for incentive levels, incentive levels for standard offer contracts may not exceed:

(i) 100% for Hard-to-Reach customers;

(ii) 50% for other residential and small commercial customers;

(iii) 35% for large commercial and industrial customers; and

(iv) 15% for load management programs.

(G) The proposed annual budget required to implement the utility’s standard offer program, market transformation program, or both, broken out by contract for each customer class, including Hard-to-Reach customers.  The proposed budget should detail incentive payment, utility administrative costs, including the independent M&V expert, and the rationale and methodology used to estimate the proposed expenditures.

(H) Savings achieved through programs for Hard-to-Reach customers shall be no less than 5.0% of the utility’s total demand reduction goal.

(I) Savings achieved through load management programs, including interruptible rates, may not exceed 15% of the utility’s total demand reduction goal.

(J) A discussion of the types of informational activities the utility plans to use to encourage participation in standard offer contracts or market transformation contract, including the manner in which utilities will use to post notice of standard offer contract, market transformation contract, and any other facts that may be considered when evaluating a project.

· HOW DOES EGSI TEXAS INTERPRET “STANDARD OFFER CONTRACT” AND “MARKET TRANSFORMATION CONTRACT” IN THE CONTEXT USED IN THE PREVIOUS ANSWER?

· EGSI Texas interprets “standard offer contract” and “market transformation contract” in the context used above to mean SOP and MTP.  This is consistent with the “Definitions” section of P.U.C. SUBST. R. §25.181 (c)(27)-(28).  EGSI Texas interprets a standard offer or market transformation contract to be the legal document that will be signed by EGSI Texas and an EESP.   The energy efficiency programs approved by the Commission in the Implementation Docket include a discussion of pricing, participant and project eligibility, M&V requirements, application process, and outreach activities.  They do not, however, contain language or documents that meet the generally understood requirements of a contract.

· HAS EGSI TEXAS DEVELOPED AN ENERGY EFFICIENCY PLAN TO MEET THESE PROVISIONS?

· Yes, EGSI Texas’ Energy Plan for the period April 31, 2000 through December 31, 2004 was designed to address provisions (A) through (J) identified above. The plan is attached as Exhibit TBD-2S.  

· WILL ENERGY STANDARD OFFER AND MARKET TRANSFORMATION CONTRACTS BE USED FOR ENERGY EFFICIENCY PROGRAMS BE DEVELOPED AND, IF SO, WHEN?

· As mentioned earlier, in order to insure statewide consistency, contracts for standard offer and market transformation programs will be developed as an activity of the Implementation Docket.  The timing for this activity in the Implementation Docket has not yet been determined.
· HOW DOES THE ENERGY EFFICIENCY PLAN ATTACHED AS EXHIBIT TBD-2S DEVIATE FROM THE ENERGY EFFICIENCY PLAN THAT WAS DESCRIBED IN YOUR MARCH 31, 2000 TESTIMONY?

· I will answer this question in two parts: first a brief discussion of the elements that are the same, and then a more detailed discussion of two elements that are different.

The elements that are consistent between presentations include: demand projections; calculations of demand reduction goals; descriptions of customer classes; and budget requirements.  The same model was used to translate demand reduction goals into energy savings (based on load factors) and into budget requirements.  Frontier Associates developed this model for EGSI Texas.

The first element that is different concerns the allocation of demand reduction goals to customer classes.  When my original testimony was prepared, energy efficiency programs were not drafted and demand allocation was conducted only at the customer class level.  When approved programs became available, slight adjustments were needed to make demand allocations at the program level that offer an equitable share of resources for efficiency programs.  The demand allocation changes are summarized below:


Demand Allocation

March 31, 2000 Testimony
Demand Allocation
June 1, 2000 Sup. Testimony

Residential

297,383 accounts

Contribute 40% to annual revenue
24%
30%

Hard-to-Reach

38% of residential market
16%
15%

Small Commercial (<100 kW)

33,063 accounts

Contribute 10% to annual revenue
35%
29%

Large Commercial and Industrial

7,034 accounts

Contribute 50% to annual revenue
25%
26%

· WHAT IS THE SECOND DIFFERENCE BETWEEN THE EEP DISCUSSED IN YOUR MARCH 31, 2000 TESTIMONY AND THE EEP INCLUDED IN THIS TESTIMONY?

· The second element that is different is the list of counties that are not in compliance with the Federal Clean Air Act.  In my earlier testimony, I stated that EGSI Texas’ service area included four counties that are non-attainment areas: Jefferson, Orange, Hardin, and Montgomery.  After reviewing this information with the Texas Natural Resource Conservation Commission,  I have determined that Liberty County should be added to the list because it is a part of the Houston Metropolitan Statistical Area and,  thus, is a non-attainment area. This increases my assumption about the percentage of customers who are in non-attainment areas as follows:

Customer Class
March 31, 2000

Testimony
June 1, 2000

Supplemental Testimony

Residential and 

Hard to Reach
72%
77%

Large Commercial
88%
90%

Small Commercial
75%
79%

B.   Environmental Adder
· WHAT IS THE RELEVANCE OF THE ADJUSTMENT OF COUNTIES THAT ARE IN NON-ATTAINMENT AREAS?

· The Energy Efficiency Rule allows programs in non-attainment areas to receive an additional incentive up to 20% of the base incentive (the “environmental adder”).  For example, a large commercial project is eligible for a base incentive of 35%, but if completed in a non-attainment area, it would be eligible for an additional 20% over the base incentive or 42% (35% + 7%).  

· WHAT DOES EGSI TEXAS UNDERSTAND TO BE THE PROVISIONS RELATING TO APPLICATION OF THE ENVIRONMENTAL ADDER?

· The provisions for the environmental adder are found in P.U.C. SUBST. R. §25.181 (d)(2)(C) which states:

The Commission may adjust the cost effectiveness standard prescribed in subparagraphs (A) and (B) of this paragraph by using an environmental adder up to 20% for targeted projects conducted in an area that is not in attainment for air emission that is subject the regulations of the Texas Natural Resource Conservation Commission.  The environmental adder is available only for targeted energy efficiency projects that are designed to enhance air quality or the reliability of electric service in the non-attainment area, or both and would not be implemented without the adder.

· IS EGSI TEXAS REQUESTING COMMISSION APPROVAL FOR USE OF THE ENVIRONMENTAL ADDER?

· Yes. The Energy Efficiency Rule provides that the Commission may adjust the cost-effectiveness standard for targeted energy efficiency projects that would not be implemented without the adder. EGSI Texas is requesting blanket approval for projects in the Company’s non-attainment areas. EGSI Texas requests blanket approval because the Company and the Commission would face an extraordinary administrative burden if a request for an adjustment to the incentive levels were made on an application-by-application basis.


Approval of this request will help EGSI Texas overcome three barriers for achievement of the Company’s energy efficiency goal:

· EGSI Texas is at a sales disadvantage for energy efficiency projects relative to Reliant, a neighboring utility. This disadvantage is the result of EGSI Texas’ low rates, relative to those of Reliant.  As shown in the table below, the P.U.C.’s monthly rate comparison for 1999 shows that among residential, commercial and industrial customers, Reliant’s rates average 23% higher than those for EGSI Texas. Consequently, projects in Reliant’s service area are more financially attractive to EESPs and energy consumers than similar projects pursued in EGSI Texas’ service area. 
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· EGSI Texas is also at an outreach disadvantage relative to Reliant because Reliant represents a large, concentrated market.  This significantly reduces marketing costs for potential EESPs. The EGSI Texas service area has smaller urban areas and more rural areas which does not allow for significant reductions in marketing costs for EESPs.

· Reliant has operated a variety of residential, commercial and industrial energy efficiency programs over the past several years and has an established EESP community in place.  EGSI Texas has been absent in the energy efficiency market since 1993.

· HOW DOES EGSI TEXAS ENVISION THAT THE ENVIRONMENTAL ADDER WILL BE USED?

· EGSI Texas’ budget model assumes that all projects completed in non-attainment areas receive the 20% environmental adder and that projects are completed proportionate to the customer base across EGSI Texas’ service area.

C.   Other Assumptions

· ARE THERE ANY OTHER ASSUMPTIONS USED IN THE DEVELOPMENT OF EGSI TEXAS’ PROPOSED EEP FOR WHICH FURTHER DISCUSSION WOULD BE HELPFUL?

· Yes, the assumption pertaining to load factor caps and the assumption pertaining to demand reduction goals achieved through SBF programs require elaboration.

· WHAT IS EGSI TEXAS’ ASSUMPTION REGARDING LOAD FACTOR CAPS?

· The budget model used by EGSI Texas translates demand goals into energy savings by considering customer class-specific load factors.  These demand goals and energy savings are then used to calculate customer class and program-specific budgets. EGSI Texas’ EEP assumes that the load factor caps used in the budget model will be used in each energy efficiency contract so that incentive payments for energy savings are limited and that budget targets can be met.  The program descriptions developed through the Implementation Docket permit utilities to cap load factors, but specific load factor caps for each program were not discussed.  EGSI Texas anticipates that this issue will be explored further in the Implementation Docket.


EGSI Texas’ budget model used the same load factor assumptions as the Commission Staff’s model.  The load factors assumptions are as follows:

Customer Class
Load Factor

Assumption

Residential
31%

Hard to Reach
78%

Small Commercial
46%

Large Commercial/

Industrial
42%

· WHAT IS EGSI TEXAS’ ASSUMPTION REGARDING DEMAND REDUCTION THROUGH SBF PROGRAMS?

· As mentioned earlier, EGSI Texas’ energy efficiency program for low-income customers, EntergyAssist, will be replaced with a program funded by the SBF.  The preamble to the Energy Efficiency Rule states:

The Commission, therefore, finds the program under the System Benefit Fund … qualifies as a standard offer contract, and that savings under the System Benefit Fund should be counted towards the energy efficiency goal under PURA § 39.905.


EGSI Texas has not estimated this contribution because the type of program that will be offered and the level of funding it will receive have not been determined.  EGSI Texas’ budget model does not consider a contribution from the SBF for achieving annual demand reduction goals; however, EGSI Texas will include demand reductions from SBF programs in the Annual Energy Efficiency Report.


EGSI Texas believes that the impact of not including the SBF contribution is small.  EntergyAssist provides assistance to about 820 low-income customers each year and reduces each customer’s demand by approximately 0.15 kW.  Therefore, if the SBF program operates a similar program at a similar scale, total demand reductions would be 123 kW (820 x 0.15 kW).  This is less than 2% of EGSI Texas’ annual 7 MW goal.

D.   Program Selection

· OF THE EIGHT ENERGY EFFICIENCY PROGRAMS THAT HAVE BEEN APPROVED BY THE COMMISSION, PLEASE INDICATE THOSE THAT EGSI TEXAS HAS ELECTED TO OFFER.

· EGSI Texas intends to offer a total of 5 programs, including 3 SOPs and 2 MTPs.  In particular, EGSI Texas will offer: the Residential/Small Commercial SOP; the Commercial/Industrial SOP; the Hard-to-Reach SOP; the Energy Star Home MTP; and the AC Distributor MTP.  EGSI Texas selected these programs based on the best opportunity for EGSI Texas to successfully meet its demand reduction goals given market opportunities in its Texas service area.  In reaching its decision on which programs to offer, EGSI Texas specifically considered:

· Residential growth in The Woodlands/Conroe area and in the communities surrounding Beaumont is strong.  From 1998 to 1999, these areas have added more than 5,000 residential accounts, a 5.2 percent increase.

· According to the Air Conditioning and Refrigeration Institute, residential and small commercial buildings in the EGSI Texas service area require between 2,000 and 2,200 cooling hours per year.  This means that more than 50 percent of a residential or small commercial customers’ summertime electric load is used to meet his/her air conditioning requirements.

· One-third of all residential customers meets the definition of the Hard-to-Reach customer class.  This market is sizable and largely untapped.  Moreover, targeting energy efficiency measures for this group of customers is consistent with the Company’s commitment to tackle issues of energy, food, and housing in its service area, as stated by Entergy Corporation CEO J. Wayne Leonard at the first annual Entergy Low-Income Customer Assistance Summit in November, 1999.  By offering a program that enables this group of customers the opportunity to achieve energy savings and bill reductions, EGSI Texas sees the opportunity to go a step beyond traditional low-income programs, whose eligibility is capped at 125% of the Federal Poverty Level.

· The Department of Energy’s Energy Star program is a developed, national program that can be adopted with relatively low cost.  This program also has good name recognition in the homebuilding industry.

· WHY DID EGSI TEXAS NOT SELECT ANY OF THE OTHER PROGRAMS APPROVED BY THE COMMISSION IN THE IMPLEMENTATION DOCKET?

· When compared to other Texas investor-owned utilities, EGSI Texas has modest demand reduction goals -- about 7 MW per year.  For each program, one EESP can receive up to 20% of the program budget.  By offering additional programs, EGSI Texas’ budget would have to be divided into smaller components.  Consequently, this would make the maximum dollar value of contracts with EESPs smaller. Keeping the maximum dollar value of contracts as high as possible helps EGSI Texas compete in attracting EESPs to participate in the Company’s service area.

· MIGHT EGSI TEXAS CONSIDER ADDING ADDITIONAL PROGRAMS IN THE FUTURE?

· Yes, EGSI Texas has the opportunity to review its program portfolio every year as part of the updated Energy Efficiency Plan that will be filed April 1 beginning in 2001 and continuing every year thereafter.  The market will send signals to indicate which programs work and which do not.  All of the programs that were developed through the Implementation Docket have the potential to benefit customers in EGSI Texas’ service area.

· DOES EGSI TEXAS ANTICIPATE THE NEED TO MAKE MID-YEAR ADJUSTMENTS TO ITS PROGRAM PORTFOLIO?

· EGSI Texas does not anticipate that mid-year corrections to the program portfolio will be made because of the time that is needed to develop and implement new programs.  However, EGSI Texas does anticipate that times will arise when adjustments to program budgets are needed to ensure that the statutory goals for demand reduction are met.  This is particularly true in the early years of the EEP implementation when the market’s reaction to energy efficiency programs is untested.  


The Energy Efficiency Rule is unclear on whether Commission approval is needed to make mid-year budget reallocations.  If EGSI Texas must wait until it revises its EEP, which is to be filed by April 1 of each year, it may be too late to improve performance in the current year.  Accordingly, EGSI Texas plans to proceed as follows: In cases when EGSI Texas’ ability to meet its statutory requirements may be compromised in the absence of timely actions, EGSI Texas will notify the Commission Staff and other interested parties of its intentions to take actions which EGSI Texas feels are appropriate and necessary.  In making budget reallocations, EGSI Texas will attempt to avoid shifting funds between customer classes.

· HOW ARE EGSI TEXAS’ DEMAND REDUCTION GOALS, ENERGY SAVINGS, INCENTIVES AND ADMINISTRATIVE COSTS ALLOCATED AMONG THE SELECTED ENERGY EFFICIENCY PROGRAMS?
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Budget for 2002 to Meet the January 1, 2003 Interim Energy Efficiency Goal

Res./Sm Com. SOP

1.30

5,665

  

 

$1,292,096

$143,566.20

$1,435,662

Com./Ind. SOP

1.43

5,271

  

 

$765,456

$85,050.70

$850,507

Hard to Reach SOP

0.62

4,228

  

 

$1,366,479

$151,831.00

$1,518,310

AC Distributor MTP

1.15

3,911

  

 

$821,977

$91,330.80

$913,308

Energy Star Home MTP

1.00

2,751

  

 

$641,414

$71,268.20

$712,682

Total

5.50

21,826

 

 

$4,887,422

$543,047

$5,430,469

Budget for 2003 to Meet the January 1, 2004 Energy Efficiency Goal

Res./Sm Com. SOP

1.83

7,948

  

 

$1,891,241

$210,137.90

$2,101,379

Com./Ind. SOP

1.83

6,734

  

 

$1,006,844

$111,871.60

$1,118,716

Hard to Reach SOP

0.74

5,030

  

 

$1,674,486

$186,054.00

$1,860,540

AC Distributor MTP

1.40

4,746

  

 

$1,031,019

$114,557.70

$1,145,577

Energy Star Home MTP

1.20

3,301

  

 

$792,788

$88,087.50

$880,875

Total

7.00

27,759

 

 

$6,396,378

$710,709

$7,107,087

Budget for 2004 to Meet the January 1, 2005 Energy Efficiency Goal

Res./Sm Com. SOP

1.95

8,908

  

 

$2,037,329

$107,227.85

$2,144,557

Com./Ind. SOP

1.88

6,623

  

 

$1,063,684

$55,983.35

$1,119,667

Hard to Reach SOP

0.77

4,758

  

 

$1,806,295

$95,068.15

$1,901,363

AC Distributor MTP

1.40

4,746

  

 

$1,061,951

$55,892.15

$1,117,843

Energy Star Home MTP

1.20

3,301

  

 

$816,572

$42,977.45

$859,549

Total

7.20

28,336

 

 

$6,785,830

$357,149

$7,142,979

Total All Years

19.70

77,921

 

 

$18,069,630

$1,610,905

$19,680,535

3-Year Average

6.57

25,974

 

 

$6,023,210

$536,968

$6,560,178

Note:  50% of the Administrative budget for 2003 will be used to 

finance the M&V expert’s audit of EGSI Texas’ energy efficiency projects

Demand reduction goals, energy savings, incentives, and administrative costs are summarized in the following table:

E.  Implementation Plan
· BRIEFLY DESCRIBE EGSI TEXAS’ PLAN TO IMPLEMENT ENERGY EFFICIENCY PROGRAMS.

· EGSI Texas’ Customer Relations Department will carry out the implementation plan through December 31, 2001.  Beginning January 1, 2002, the unbundled Entergy Texas Distribution Company will assume this responsibility.  In the near term, EGSI Texas will focus on activities that will improve its ability to successfully administer energy efficiency programs and activities that enhance statewide consistency in the delivery of energy efficiency programs.  


EGSI Texas will continue its participation in the Implementation Docket and will work with other electric utilities in the development of tools that will be used statewide, such as tracking systems, database systems, and Internet applications such as a web page.  EGSI Texas will also make company-specific staffing decisions and infrastructure improvements, such as developing an EESP payment system.


In addition, the Energy Efficiency Rule directs utilities to conduct informational activities directed toward potential EESPs to explain the energy efficiency programs.  To the extent possible, EGSI Texas will conduct outreach activities jointly with other electric utilities.  This is seen as an important cost-containment strategy because outreach activities are to be funded out of each utility’s limited administrative budget.  Coordinated efforts are also the best way for EGSI Texas to reach EESPs who work on a statewide or region-wide basis that may not be familiar with the EGSI Texas service area.  This approach is already in use; for example, the electric utilities developed an informational brochure and jointly participated in the mid-year meeting of the National Association of Energy Service Companies in Houston.


Information activities for local-level EESPs are also a part of EGSI Texas outreach plan.  As part of the work to formulate a strategy for delivering energy efficiency programs, EGSI Texas met with some of the larger HVAC contractors in the Beaumont area to get their reaction to the programs.  The enthusiastic responses from these early meetings indicate that local EESPs have an interest in participating in the programs.  EGSI Texas will host workshops for local EESPs to explain the programs and to offer guidance through the application process.

· WHAT IS EGSI TEXAS’ GENERAL TIMELINE FOR ROLLING OUT ENERGY EFFICIENCY PROGRAMS?

· Electric utilities must have SOPs in place by January 1, 2002.  To meet this deadline, EGSI Texas intends to implement its Residential/Small Commercial SOP, Commercial/Large Industrial SOP, and Hard-to-Reach SOP in 2001, with a mid-year target date.


MTP implementation is not mandated by a particular date in the Energy Efficiency Rule; however, EGSI Texas has set an aggressive interim goal (reduce 8% of demand growth rather than the required 5%).  Therefore, it is prudent to introduce MTPs as early as possible.  EGSI Texas intends to implement its Energy Star Home MTP and AC Distributor MTP in early 2002.

· DOES EGSI TEXAS FORESEE ANY BARRIERS TO IMPLEMENTING ENERGY EFFICIENCY PROGRAMS IN A COST EFFECTIVE MANNER?

· Under the provisions of the Energy Efficiency Rule, P.U.C. SUBST. R. §25.181 (k)(1) , the costs of measuring and verifying demand reductions and energy savings resulting from energy efficiency projects are to be borne by the EESP.  However, in projects where deemed savings values can not be readily applied, the utility may also incur costs related to approving the measurement and verification plan that is submitted by the EESP as part of their application.  To overcome this barrier, EGSI Texas plans to charge application fees under certain limited circumstances.  Specifically, EGSI Texas will charge an application fee if the Company would incur measurement and verification costs exceeding 5% of the total anticipated amount of the utility’s incentive payment to the EESP.  The fee would not exceed 5% of the project’s incentive costs and would serve to compensate EGSI Texas for out-of-budget costs. 

VII.
 CONCLUSION

· ARE THE ENERGY EFFICIENCY ACTIVITIES DESCRIBED IN YOUR TESTIMONY DESIGNED TO MEET THE STATUTORY REQUIREMENT OF REDUCING THE ANNUAL GROWTH IN DEMAND OF 10% BY JANUARY 1, 2004?

· Yes.  EGSI Texas has developed and selected the programs in its proposed EEP in a manner to meet the requirement stated in SB 7 and in the Commission’s Energy Efficiency Rule in a cost-effective manner.
· DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT TESTIMONY?

· Yes.
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