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In accordance with the July 2 Notice of Opportunity to File Written Comments, the Northwest Energy Efficiency Alliance (NEEA) respectfully submits the following responses to the WUTC’s request for additional comments in the July 2 Notice of Opportunity.

In the notice, The Commission asks that interested persons indicate if they support, oppose or are neutral to each of four policy options in the context of a question posed around the need for new regulations to govern conservation incentive mechanisms or address declines in revenues due to company sponsored conservation or other causes of conservation. 

As noted in our earlier comments, NEEA appreciates the complexities of the issues being addressed in this docket.  NEEA and its partners are committed to the transformation of markets towards greater energy efficiency and we believe that working together in partnership to change markets is the most effective way to create sustainable, least cost capture of the substantial energy efficiency resource in Washington State.  We believe that partnership and sustained market change is an important underlying factor in each of these four questions.  
Accordingly, rather than directly indicating support, non-support or neutrality for each of the items, we respectfully submit the following comments for consideration as the WUTC reviews input from others on these four important issues.

General.

As we noted in our previous comments, the focus of these questions is on the costs of conservation and appropriate mechanisms to ensure utilities are not harmed financially due to the acquisition thereof.  We simply want to restate the basic premise that the whole purpose of the acquisition effort whether through utility programs or through market transformation is to secure the many benefits of conservation for all consumers of Washington State.  To that end we note that energy savings anywhere in the state ultimately reduces demand on the market for electricity that lowers both costs and environmental impacts for all consumers in the state.  We believe that it is still important to encourage the capture of all cost-effective conservation through regulatory policy that facilitates all stakeholders in the state to work together to realize the full potential of this valuable resource.
1) Full Decoupling including all declines and increases in sales from any source.

As mentioned in our previous comments, we believe that full decoupling provides the most comprehensive approach to dealing with apparent disincentives from aggressive pursuit of all cost-effective conservation.  However, we remain convinced that most of the issues raised during this inquiry could be addressed in normal rate case proceedings without the need for complete restructuring of utility rate structures and cost recovery mechanisms.  As was mentioned at the June Workshop, full decoupling brings along many difficult issues (e.g. differential impact of fixed cost recovery from low-income customers) that has historically prevented full implementation of decoupling.  While we would welcome a more holistic approach to the problem, experience in other states would suggest that it may be more fruitful in the near term to explore ways to improve the current general rate case process for both companies and interveners to ensure adequate and prudent cost recovery and rate of return.
2)  Lost Margin adjustment for declines in sales due only to company sponsored conservation efforts.
In the consolidated list of issues addressed at the June workshop, there were seven specific sources of potential lost margins that were not all inclusive for possible source of changes in load.  As noted in our previous comments, our own experience in understanding changes in markets leads us to conclude that it is difficult at best to single out one factor (utility sponsored programs) and claim sole attribution for the observed change.  In utility program impact evaluations, it is extremely difficult and expensive to try to prove with high degrees of certainty that the observed energy savings were driven solely and exclusively by the utility program; they may be associated with participation in the program, but sole attribution of causality is another matter.  In the current marketplace where energy efficiency is a target for everyone from the Federal Government to McKinsey Consulting, isolating a single variable for causality is, based on our experience, virtually an intractable problem.  While this does not imply that there is no need for utility programs, we strongly believe that there is; we are simply arguing that there are many factors at play in sorting out attribution of observed program participation.
3) Attrition adjustment based on the results of an attrition study.

As we mentioned in our previous comments, there are modeling techniques that, when used with known assumptions can provide useful insight and direction in particular from a policy development perspective
.  That being said, modeling of attrition or any other large scale economic trend has its own limitations around causality and interaction of factors that make the tools more or less useful for setting specific cost recovery factors for a given utility.  In practical application, we would continue to assert as we have in prior comments that the complexity of factors associated with observed changes in loads and revenues compared to test years include not only conservation but a whole host of economic and weather related factors that are out of the control of the utility.  We do not see this as a fruitful direction and not significantly different in terms of analytical complexity than the lost margin adjustment in 2.
4)  An independent conservation provider (i.e. similar in concept to the Energy Trust of Oregon) 
As a regional Alliance, we work on a daily basis with investor owned utilities, the Energy Trust of Oregon (ETO), public utility districts, municipal utilities, and electric cooperatives.  In our experience, we have seen successful conservation programs operating under every one of these very different utility (or Public Benefits organizations in the case of ETO) business models.  We believe therefore that the question of effective capture of all cost-effective conservation is not one of organizational structure but rather one of pursuing best practices in program design, implementation, and evaluation.  It has been our experience that these best practices inevitably include a market-based focus and strong partnerships with key stakeholders.  They include design elements that leverage other market factors that support efficiency in the targeted market.  They have evaluation components that are focused on measuring program effectiveness and providing real-time feedback to program operations to correct or adjust non-effective program components.  We believe that there is nothing inherent about these best practices that are associated with one form of utility structure or another.
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