Executive Summary

2009 Annual Report of Energy Efficiency Program Activity
Puget Sound Energy, Inc.’s (“PSE” or “the Company”) Energy Efficiency Services (EES) department is pleased to present this Annual Report of 2009 energy efficiency program activity.  Covering January through December 2009, the report is associated with the Electric Conservation Rider and Natural Gas Conservation Tracker funding.  

In 2009 the Company exceeded energy savings goals while managing costs.  The overall electric savings finished the year at 104 percent of goal and within the budget.  The overall natural gas savings achieved were 166 percent of goal while missing budget goals by only four percent.

2009 is the second of a two year (2008 – 2009) conservation tariff period.  Two summary tables are provided on page 2, comparing the overall performance of PSE’s energy efficiency programs against budget and savings targets for both 2009 annual and the 2008-2009 biannual tariff periods.  EES program descriptions and year-end summary program recaps are provided in the following pages.  Where there is a different focus or product offering, electric and gas results are noted separately in the recaps.  Detailed program savings and expenses are found in Exhibit 1 at the end of this report in separate electric and gas tables.  Programs are now organized in the report according to their Schedule number for easier reference.
EES Savings Goals
The two-year goals indicated in table 2 reflect a figure different than that originally filed by the Company in November, 2007.  The original 2008 – 2009 Appendix B indicated a savings target of 53.3 average megawatts (aMW). The 2009 electric savings goal was increased 18.6 percent at the end of 2008 in an agreement reached between PSE and the Conservation Resource Advisory Group (CRAG); from 28.5 aMW to 33.8 aMW (noted in Table 1).  The resultant 2008-2009 biennial electric savings goal was 58.6 aMW.  Similarly, the natural gas goal was adjusted 6.6 percent, from 5.3 million therms to 5.6 million therms at the end of 2008.
Sector Highlights
Electric Programs

2009 saw the majority of both Residential sector and Commercial/Industrial sector electric programs surpass savings goals.  Similarly, with few exceptions, both sectors of the electric programs concluded 2009 at or below budget expectations.  
Overall, the Residential sector finished five percent above its savings goal, as several programs finished the year on a strong note.  Savings were driven largely by Innovative lighting programs, weatherization gains and the completion of several large projects in the Multifamily Existing program.  Program costs were affected by the need to invest in increased labor and marketing efforts—a reflection of the downturn in CFL demand and construction slowdowns, among other factors.  
Several programs in the Commercial/Industrial sector were especially successful and drove its electric savings to exceed the goal by 16 percent, while finishing the year below the budget target.  Commercial/Industrial Rebates and Small Business Lighting were both over 60 percent above goal and New Construction finished the year 84 percent over goal.  The Commercial/Industrial sector was also affected by the same recessionary pressures as the Residential sector and consequently required higher degrees of staff and marketing efforts.   Thus, some programs’ expenses tracked in a fairly close relationship to their corresponding savings figures.
Natural Gas Programs

PSE’s natural gas efficiency programs also completed 2009 by exceeding conservation targets while only slightly above budget expectations.  Residential space and water heating efforts were the primary drivers of Single Family Existing success, while Single Family New Construction and Low Income Weatherization also contributed. Commercial low-flow pre-rinse spray heads and faucet aerators continue to drive exceptional savings results, while only one Business program did not finish the year below 150 percent of goal. Two programs finished 2009 above budget expectations, while the rest were all below 80 percent of expectations.
[image: image1.emf]Table 1: 2009 One-year Results

ELECTRIC CONSERVATION:

YTD Actuals

1 yr. EES Budget/ 

EES Goal

% Goal

Electric Costs:

69,617,976 $        69,742,000 $          99.8%

kWh Savings:

307,887,980 296,353,000           103.9%

aMW Savings:

35.1 aMW 33.8 aMW

GAS CONSERVATION:

YTD Actuals

1 yr. EES Budget/ 

EES Goal

% Goal

Gas Costs:

17,053,024 $        16,353,000 $          104.3%

Therm Savings:

5,192,390 3,128,600 166.0%

Table 2: 2008 - 2009 Results

ELECTRIC CONSERVATION:

PTD Actuals

2 yr. EES Budget/ 

EES Goal

% Goal

Electric Costs:

122,790,217 $      129,701,547 $        94.7%

kWh Savings:

581,370,671 513,189,000           113.3%

aMW Savings:

66.4 aMW 58.6 aMW 113.3%

Originally filed, effective 

January 2008: 53.3 aMW

GAS CONSERVATION:

PTD Actuals

2 yr. EES Budget/ 

EES Goal

% Goal

Gas Costs:

29,683,407 $        29,111,750 $          102.0%

Therm Savings:

8,864,690 5,648,600 156.9%

Originally filed, effective 

January 2008: 5.3 million 

therms.

2009 Results

January - December 2009

January 2008 - December 2009

2008 - 2009 Biennial Results


Electricity Conservation Incentive Mechanism

The penalty and reward mechanism implemented in Docket No. UE-060266 replaced the penalty-only mechanism originally established by the 2001 general rate case Settlement Terms for Conservation (Exhibit F to Settlement Stipulation in Docket Nos. UE-011570 and UG-011571).  A penalty-only mechanism (up to $750,000 annually), also established in the 2001 general rate case, was still in effect for the natural gas savings goal; in 2009, PSE exceeded that goal.

2009 was the third year of the penalty/reward incentive mechanism implemented to incent PSE to achieve increased energy conservation.  That incentive/penalty mechanism is detailed in PSE’s Electric Tariff G - Rate Schedule 121, Electricity Conservation Incentive Mechanism.  

The penalty/reward under the electricity conservation incentive mechanism is based on the conservation results filed in this Annual Report and compared to the baseline savings goal of 278,000 Megawatt hours (31.7 aMW). This goal was set through a collaborative process with the Conservation Resource Advisory Group (CRAG) and the Washington Utilities and Transportation Commission (WUTC). Please note that the baseline savings goal and actual savings are not to include the Single-Family Fuel Conversion Program.
The penalty/reward mechanism consists of two parts - the first based on actual savings (307,888 MWh or 35.1 aMW) compared to the baseline savings goal. The second based on comparison of PSE’s avoided cost ($108 per MWh) for acquiring generation resources versus the overall actual Total Resource Cost (TRC) of the portfolio of the conservation programs ($45 per MWh) that offset the need to acquire those generating resources.  

PSE met the three required criteria for reward eligibility in 2009:   

1) At least 75 percent of the savings goals by Residential and Commercial/Industrial sector were achieved.  Actual savings versus goal results were, Residential: 105 percent and Commercial/Industrial: 116 percent.

2) The weighted average measure life of the total program portfolio is greater than the minimum life of nine (9) years.  Actual weighted average measure life is 11 years.
3) PSE's portfolio of programs, in aggregate, are cost-effective from both the Utility Cost and Total Resource Cost (TRC) perspective - benefit/cost ratio is greater than one (1).  Actual Utility Cost B/C ratio is 3.8 and Total Resource Cost B/C ratio is 2.5.
As indicated in the detailed incentive calculator, included at the conclusion of this report as Exhibit 2, the total reward is $4,385,101 ($3,331,300 based on MWh savings plus $1,053,801 based on TRC shared savings).  Incentive calculation work papers will be included as a part of the 2010 Schedule 120 Electric Conservation Rider filing.  The Schedule 120 filing will include 75 percent of the total reward amount—indicated at the bottom of the Exhibit 2, page C—with the remaining 25 percent collected in 2001, subject to CRAG and WUTC review.  
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