[at the end of “Chapter 4: Conservation Supply Assumptions (6/1/09)”]
COUNCIL METHODOLOGY


The Northwest Power Act establishes three criteria for resources included in the Council’s power plans: resources must be 1) reliable, 2) available within the time they are needed, and 3) available at an estimated incremental system cost no greater than that of the least-cost similarly reliable and available alternative.
  Beginning with its first Power Plan in 1983, the Council interpreted these requirements to mean that conservation resources included in the plans must be:
· technically feasible (reliable)

· economically feasible (lower cost)

· achievable (available)


Development of the conservation potential assessment takes into account an assessment of what has been accomplished and what remains to be done.  The first step in the Council’s methodology is to identify all of the technically feasible potential conservation savings in the region.  This involves reviewing a wide array of commercially available technologies and practices for which there is documented evidence of electricity savings.  Over 300 specific conservation measures were evaluated in developing the conservation potential for the Sixth Power Plan. This step also involves determining the number of potential applications in the region for each of these technologies or practices.  For example, electricity savings from high efficiency water heaters are only “technically feasible” in homes that have, or are forecast to have, electric water heaters.  Similarly, increasing attic insulation in homes can only produce electricity savings in electrically heated homes that do not already have fully insulated attics.  At the conclusion of this step, the Council’s load forecast and conservation assessment are adjusted and calibrated to reflect changes in baseline conditions since the adoption of the Fifth Power Plan.


The Sixth Power Plan’s assessment reflects program accomplishments, changes in codes and standards, technological evolution, and the overall adoption of more energy-efficient equipment and practices since the Fifth Power Plan was adopted in 2004.  There are five significant changes:

1. Accounting for utility conservation program savings since 2004.

2. Adjusting both the load forecast and the conservation assessment to reflect improvements in federal and state standards for lighting and appliances.

3. Adding potential savings from utility distribution efficiency improvements and consumer electronics.

4. Increasing potential industrial savings from a more in-depth analysis.

5. Adding potential savings from new technologies and practices that have matured to commercial readiness since the Fifth Power Plan’s estimates were developed.

Implications for the State of Washington’s I-937 requirements  [NEW]

Initiative 937 (I-937) in the State of Washington, approved by the voters in 2006, obligates most of the utilities in that state to “pursue all available conservation that is cost-effective, reliable, and feasible.”  By January 2010, each utility to which the law applies must develop a conservation plan that identifies its “achievable cost-effective potential” for the next ten years, “using methodologies consistent with those used by the Pacific Northwest electric power and conservation planning council in its most recently published regional power plan.”  Every succeeding two years the utility must review and update its assessment of conservation potential for the subsequent ten-year period.


I-937 is a matter of state law, and does not alter or obligate the Council in its conservation and power planning under the Northwest Power Act.  Similarly, the Council has no authority to interpret or apply or implement I-937 for the utilities and regulators in the State of Washington.  But because of the obvious intersection between the two mandates -- the state’s utilities are to engage in conservation planning “using methodologies consistent with” the conservation planning methodology used by the Council -- this section of the Conservation Supply chapter includes a few observations about the relationship intended to assist those who are charged with implementing I-937.


The main point to emphasize is that I-937 does not require the state’s utilities to be consistent with or comply with the Council’s power plan.  It does not require that the utilities acquire conservation identified in the Council’s plan or adopt or meet conservation targets set forth in the Council’s plan.  The Council’s power plan does not identify any particular utility’s “share” of regional conservation targets or conservation potential, but even if it did, I-937 does not make those utilities responsible for those targets.  It requires only that the utilities develop their own plan using methods “consistent with” the methodology used in the Council’s plan, leaving the utilities flexibility to adapt the planning methods to their particular circumstances.  To assist Washington utilities in this effort, the Washington Department of Community, Trade and Economic Development (CTED), with the assistance of Council staff, adopted rules in 2008 that outline the methodology the Council uses in its conservation planning.

Some utilities have expressed concern about the fact that they need to produce their first I-937 conservation plans at the precise moment the Council is making the transition from the Fifth to the Sixth regional power plans.  There should be no cause for concern -- the Council’s conservation planning methodology has not changed and is essentially the same in this Sixth Power Plan as in the Fifth Plan.  That methodology is described in this chapter.  The Sixth Plan conservation supply curves differ from those in the Fifth Plan not because of a difference in method but because of changes in the power system and power prices and because of additional work to identify potential conservation measures.  The Council’s plan -- and the state’s regulation -- continue to describe the same set of analytical methods for identifying cost-effective achievable conservation, and the plan also provides a menu of possible cost-effective measures for the utilities to consider.  Neither I-937 nor the Council’s plan requires them to choose any of the plan’s particular measures in particular amounts.  The utilities may make that judgment based on their own loads (kinds, amounts, growth rates) and their own determination of avoided cost and the measures available to them.

One of the more delicate issues in the relationship between I-937 and the Council’s conservation planning methodology concerns the matter of “ramping.”  On the one hand, I-937 instructs utilities, as we have seen, to develop conservation plans using methodologies consistent with those used by the Council.  An important element in the Council’s methodology is the principle that it takes time to develop certain conservation measures to their full potential, while other measures are available right away..  Conservation potential ramps up and on occasion ramps down.  The end result is that the five- or ten-year total of achievable conservation potential under the Council’s planning assumptions will not be evenly available across each year in the period.  The trouble is that I-937 separately instructs the utilities to identify not just cost-effective potential over the ten-year life of the utility’s conservation plan for I-937, but also to identity and meet biennial conservation acquisition targets that must be “no lower than the qualifying utility’s pro rata share for that two-year period of its cost-effective potential for the subsequent ten-year period.”  In contrast, the Council uses its ramp rate assumptions along with other pacing information and the results of its regional portfolio model to establish five-year cumulative conservation targets for the region.  The five-year target recognizes, in part, the inevitable ups and downs of year-to-year acquisitions.  Having to acquire 20 percent of any ten-year target in any two-year period under I-937 may produce different two-year targets than would result using ramp rates consistent with the Council’s methodology.

Because the provisions of I-937 are a matter of state law, this apparent conflict is an issue the Council cannot resolve in its plan.  The utilities, regulators and auditors of I-937 must be attentive to this issue, and develop logical ways to adapt the Council’s methodology so that utilities do not violate I-937’s biennial target requirement yet preserve the key ramping principle in the Council’s methodology so that utilities have realistic achievable targets in any two-year period.  One suggestion may be to use the requirement in I-937 to update the ten-year plans every two years to layer or build in the ramp rates as the plans evolve.  The Council can imagine other ways to address this issue and resolve the conflict, but it is enough for us to point out that the state agencies, the utilities, and the conservation community in Washington need to work this out.

A related but distinct issue concerns conservation measure “penetration” rates.  Part of the Council's methodology is to estimate the extent of total penetration of a conservation measure in the area of study over the total period analyzed.  The CTED rules duly recognize this as an element of the Council’s methodology, calling on utility conservation plans to “[i]nclude estimates of the achievable customer conservation penetration rates for retrofit measures and for lost-opportunity (long-lived) measures.”  The CTED rules then go on to describe the Council’s 20-year and 10-year penetration rates (from the Fifth Plan, although they do not differ in the Sixth Plan), “for use when a utility assesses its” conservation potential.  A concern expressed to the Council is whether the agency rules have gone beyond methodology in this instance to require utilities to accept the Council's application of the methodology in terms of resulting penetration rates.


While this is, again, ultimately an issue for Washington agencies, utilities, and others to resolve, the Council can offer this guidance:  The “methodology” in this case involves estimating the achievable penetration rates for each the measure in the relevant territory over the desired number of years.  The penetration rates the Council actually comes up with are not themselves part of the methodology; they are the results of our analysis for the Council’s area of study, the Pacific Northwest as a whole.  The CTED rules can be read to be consistent with I-937 and with the Council’s conservation methodology, however, in that the rules recognize that the utilities are to come up with their own estimates of the penetration rates in their service territories, while also emphasizing that the utilities should use the Council's penetration rates as a logical starting place on the road to a utility’s own conclusions about penetration rates adjusted to local circumstances.  The utilities would be expected to have a reasoned explanation for resulting differences, if any.


This particular point is actually part of a broader theme.  The Council also heard concerns that binding the Washington utilities to the Council’s methodology but not to the Council’s results or targets could lead to a significantly watered-down conservation effort.  The Council does not share this concern.  The Council would expect that the application of the Council’s methodology will result in a determination of conservation potential and resulting conservation targets that are similar to or of relatively the same magnitude as the Council’s conservation potential estimates and conservation targets, again, as reasonably adjusted for the particular circumstances of a utility’s own territory.  It would be incumbent on utilities that apply the Council’s conservation methodology but achieve substantially different results to have a rational and not arbitrary explanation for the differences.

One final point to emphasize is that the Council’s conservation methodology calculates the conservation potential for measures that might, at some point, be covered by building codes or energy codes, and then assumes that the savings will be accomplished over time by either utility programs or codes.  If codes are adopted that ensure the capture of the potential savings, then those savings are “counted” against the regional target.  Similarly, the I-937 rules adopted by CTED expect that utilities will include all cost-effective available conservation measures in their own plans and programs, but if codes are adopted covering these measures, the utilities are no longer responsible for getting those savings via their own programs.  They may count the code-induced savings for the first two years the code is in effect, and then remove that potential savings from their targets in subsequent plans.  The rules are consistent with the Council’s conservation planning methodology in this important regard.
� See Section 839a(4)(A)(i) and (ii) of the Northwest Power Planning and Conservation Act.  (http://www.nwcouncil.org/library/poweract/3_definitions.htm or � HYPERLINK "http://www.nwcouncil.org/LIBRARY/poweract/poweract.pdf" ��http://www.nwcouncil.org/LIBRARY/poweract/poweract.pdf�) 
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