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Missouri Public Service Commission

200 Madison Street, PO Box 360

Jefferson City, Missouri 65102-0360

Re: Comments on MoPSC Rate Design Modification Workshop




File No. EW-2011-0372

Members of the Commission:

The Missouri Energy Group supports utility efforts regarding investment in energy efficiency and demand-side management programs.  Members of the MEG have invested in their own energy efficiency projects, as well as participated in programs offered by the utilities.  The MEG hopes that its comments will assist the Commission in approving sustainable, energy efficiency programs that benefit Missouri energy users as well the utilities that provide such programs.

The MEG does not support decoupling because it does not meet several standards of the Missouri Energy Efficiency Investment Act (MEEIA) and is therefore not lawful in Missouri.  The MEEIA states, in part:

3. It shall be the policy of the state to value demand-side investments equal to traditional investments in supply and delivery infrastructure and allow recovery of all reasonable and prudent costs of delivering cost-effective demand-side programs. 

In support of this policy the commission shall:

(1) Provide timely cost recovery for utilities;

(2) Ensure that utility financial incentives are aligned with helping customers use energy more efficiently and in a manner that sustains or enhances utility customers’ incentives to use energy more efficiently; and

(3) Provide timely earnings opportunities associated with cost-effective measurable and verifiable efficiency savings. (393.1075.3, RSMo (Supp. 2010).

In our opinion, decoupling will not provide a utility with a financial incentive to continue investing in energy efficiency and demand-side programs.  The utility will become indifferent to helping customers reduce their energy usage.   The utility needs a mechanism that provides an incentive to invest in energy efficiency programs, not one that guarantees its revenue requirement.  Decoupling results in much lower risk for the utility and shifts that risk to its customers.  It also removes the utility’s incentive to lower its costs.

In addition, decoupling reduces customers’ incentives to use energy more efficiently.  If the utility has a guaranteed revenue requirement, then the customer will lose its incentive to reduce its energy usage.  If the customer uses less energy and the utility does not collect its guaranteed revenue requirement, then the customer will wind up paying more through a higher rate and will not receive the benefit of reduced energy usage.  

Decoupling may result in little-to-no reduction in energy usage, which would lead to reduced investment in energy efficiency programs.  Decoupling would not result in cost-effective measurable and verifiable efficiency savings because it removes the customers’ incentive to use energy efficiency programs and reduce their energy usage.
Cost recovery should include costs expended by the utility to invest in energy efficiency programs.  It does not include recovery of lost fixed costs.  When a utility invests in energy efficiency programs, it estimates the reduction in energy usage and builds that reduction into its load forecast.  The reduction in billing units due to energy efficiency programs allows the utility to recover all of its fixed costs.  

A utility should invest in energy efficiency programs that meet the total resource cost (TRC) test.  The efficacy of energy efficiency programs should be based on customer savings.

To reduce the throughput disincentive created by energy efficiency programs, an incentive sharing mechanism should be created that allows a utility to share the benefits of reduced energy usage with customers.  The sharing mechanism would align utility financial incentives with helping customers use energy more efficiently and in a manner that sustains or enhances utility customers’ incentives to use energy more efficiently.  It would also provide timely earnings opportunities associated with cost-effective measurable and verifiable efficiency savings.

Respectfully submitted,

Drazen Consulting Group for The Missouri Energy Group
3057201\1
3057201\1

[image: image1.png][image: image2.png]