Observations d’Option consommateurs/ACEF de l’Outaouais

en ce qui a trait à l’efficacité énergétique

OC/ACEF’s observations on Gazifère’s DSM evidence will cover three main areas:

1. The decrease in cost effectiveness (as defined by cost/m3) and the increase in fixed costs for the PEÉ;
2. More effective delivery of the existing programs with a focus on lower and fixed income consumers;
3. Addressing the lack of programs targeted at lower and fixed income consumers.


In addition, we will also briefly comment on the following points:

4. The fairness of attributing 100% of gas savings for joint programs; 


5. The fairness of claiming gas savings on building design before the buildings are built and operational.


1. The Decrease in Cost Effectiveness (as defined by an increase in cost/m3) 

Decreasing Cost Effectiveness
Based on the information in GI-15, Document 1, pages 33-34 – Figure 5 and GI-19, Document 1.1, pages 1-2 – Figure 1, it appears that the cost effectiveness of the DSM programs is decreasing. The cost/m3 (based on program and fixed costs) is $0.47 for 2005 and increase of almost five times over the cost/m3 of $0.10 for 2004. 

OC/ACEF recognizes that it is difficult to rely on the cost/m3 of $0.47 for 2005 as provided in Figure 5 because Gazifère has been unwilling to provide 2005 targeted energy savings associated with the Commercial Design Assistance Program and the AEÉ Programme d’intervention dans le secteur institutionnel, because “each potential participant is treated on a customized basis. At this time, it is unknown which participants will choose to participate with which upgrade measures” (see Answer 4.5, GI-19, Document 1, page 8). 

Assuming that the large volume savings claimed in 2004 for Commercial Design Assistance Program and the AEÉ Programme d’intervention dans le secteur institutionnel, were (i) approved by the Régie, and (ii) realized again in 2005, the cost/m3 of $0.47 for 2005 would decrease to approximately $0.22. Even assuming this optimistic scenario, the adjusted cost/m3 (based on program and fixed costs) of $0.22 for 2005 represents an increase of over 100% of the cost/m3 of $0.10 for 2004. 

To address the concern about decreasing cost effectiveness of the DSM program, OC/ACEF recommends (i) that the Régie consider this problem in the upcoming PEÉ review; (ii) that the cost effectiveness of the Gazifère program be compared with that of other utilities including Union Gas and EGD (the comparison should be based on cost/m3 as well as TRC and RIM tests); and (iii) that steps be taken to improve the cost effectiveness of the PEÉ program. We will not elaborate on these recommendations given the directive of the Régie to restrict our comments to changes in the 2005 program, but we are compelled to flag the decreasing effectiveness of the programs and suggest means to address it in the short and medium-term.

Increasing Fixed Costs
We have also noted an increase of over 100% in fixed costs between 2004 actuals ($47,095, according to GI-19, Document 1.1, page 2) and 2005 targeted ($99,000 according to GI-15, Document 1, page 34). This increase would be even greater if we were to take into account that the $30,000 broadscale communications charge has been excluded from fixed costs for 2005 and attributed to program costs. If broadscale communications remained in fixed costs for 2005, the 2005 targeted fixed cost budget would increase to $129,000, an increase of almost threefold over the 2004 actuals. It should also be noted that fixed charges of $99,000-$129,000 on a total budget of $460,561 seem excessive.

Given this analysis, OC/ACEF has some serious concerns about decreasing cost effectiveness and increasing costs of the DSM programs for 2005. 



2. More Effective Delivery of the Existing Programs with a Focus on Lower and Fixed Income Consumers

Barriers to Entry in Existing Programs
In order to immediately address the cost effectiveness concern, Gazifère should concentrate on more effective delivery of the existing programs with a focus on lower and fixed income consumers.

OC/ACEF recognizes the importance of general cost-effective energy efficiency measures, such as the tank turn-down measure and pipe wraps, but we would like to see increasing focus on delivering these types of programs to lower and fixed income consumers. There are specific sets of barriers that apply to the participation of lower and fixed income consumers in energy efficiency programs. For instance, many vulnerable consumers are renters instead of owners, and thus, do not necessarily benefit from regular service calls for furnace inspection (as these would normally be the responsibility of the landlord) or final inspection for new customers. However service calls, inspections and visits to the Gazifère counter are the means by which Gazifère delivers the Residential Gas and Water Savings Program (which includes the tank turn-down and pipe wrap programs). As such, there are barriers to access to these general programs for lower and fixed income consumers. Therefore Gazifère should (i) consider ways of reducing these barriers and specifically tailoring these existing programs to vulnerable consumers; and (ii) conceive specific programs for fixed and lower income consumers.

Programs Specific to Fixed and Low Income Consumers
Currently, there are no specific programs addressing fixed income consumers (see GI-19, Document 1, pages 4 and 5, Answers 2.1 and 2.2). The only program specific to lower income consumers is the AEÉ-ACEF Low Income Housing Program. This program is reviewed below and recommendations are made as to how to increase Gazifère’s participation in the existing program in order to better address the needs of lower income consumers.

AEÉ-ACEF Low Income Housing Program Description
The AEÉ-ACEF program does not apply specifically to natural gas customers. Rather, the program addresses lower income consumers regardless of heating source. This program is an initiative of the Agence de l'efficacité énergétique and was established in participation with Hydro-Québec and the Fonds en efficacité énergétique. Program partners provide about $280 to the ACEF de l’Outaouais per family visit. This sum is used for the salaries of the consultants and technicians, transportation costs, as well as the installed materials. Gazifère supplies the ACEF with about 25 kits containing the following equipment: low-flow showerheads, facet aerators and pipe wraps. 

The program is available to lower income consumers. To be eligible for the program, the participants must receive a heating bill.

The following elements make up the program: an ACEF consultant makes a home inspection of the inside and outside of the home or apartment, in order to determine all the areas where there might be losses of energy (e.g. vents, windows, doors). ACEF then proceeds to implement various energy efficiency measures, including, if necessary, the installation of weather stripping at windows and doors, changing the door frame, the showerhead, turning down the water tank, changing the caulking around the bathtub and removing mold. If required, ACEF may change the door handles, even if this is not technically part of the program.

During the visit, which lasts approximately two hours, advice is given with respect to energy consumption (e.g. use of light and ventilation, etc.). This advice is also provided in writing and an effort is made to ensure that it is well communicated and understood.

In addition, an energy report card is provided to the household during the home visit. The report card contains and analysis of the household’s energy consumption, undertaken with software provided by Hydro-Québec. The analysis considers the household’s energy consumption habits (e.g., the type of stove and dryer and their typical usage, etc). Participants have reported energy savings to ACEF in the order of 10% to 50%.

Currently, a new program is in the works involving the installation of electronic non-programmable thermostats. This program is currently being launched, but ACEF must find electricians interested in performing the installation.


AEÉ-ACEF Low Income Housing Program Recommendations
As described above, the AEÉ-ACEF program delivers on basic weatherization measures. Weatherization is commonly viewed as one of the most successful and cost effective energy efficiency strategies, particularly for low and fixed income consumers. Moreover, weatherization measures are labour-intensive, but not capital-intensive. In addition, the AEÉ-ACEF program provides lower income consumers with access to furnace turn down and pipe wrap measures. These are also relatively low-cost and highly effective energy efficiency measures. The implementation of an electronic thermostat measure for lower and fixed income consumers is also viewed as a positive energy efficiency measure. This will be discussed in further detail below.


As Gazifère indicates in GI-19, Document 1, page 4, Réponse 2.1.1, ACEF visited 225 lower income families during the period of October 2003 through March 2004. As noted above, the AEÉ-ACEF program addresses all lower income energy customers, and not specifically those who heat with gas. As such, program participants included those heating with electricity (the majority), heating oil, wood and gas. Only a relatively small proportion of the 225 visits included Gazifère customers.

Overall, the AEÉ-ACEF program is positioned to deliver the essential cost-effective basic energy efficiency strategies to lower income consumers. However, the program only reaches a very small number of natural gas clients and involves limited participation from Gazifère. Consequently, OC/ACEF strongly urges Gazifère to increase its participation in the AEÉ-ACEF program. There are a number of ways in which Gazifère could participate more fully: (i) by assisting in the promotion of the program through contribution to the advertising costs, the inclusion of informational flyers with bills, and program promotion with customers experiencing bill payment problems; (ii) by becoming more involved in the supply and installation of thermostats, as part of the program; (iii) by providing technical training to ensure that visiting consultants can implement efficiency measures on gas heating equipment. It should be noted that the AÉE-ACEF program is relatively inexpensive for the Distributor and would contribute to increasing Gazifère’s DSM program’s overall cost effectiveness.

Finally, OC/ACEF recommends that the Regie implement consistent and detailed reporting to analyze the results of all programs specific to vulnerable consumers, as well as Gazifère’s participation therein, for the next rates case, as well as the upcoming PEÉ review.


Programmable Thermostats for Vulnerable Consumers

Normally, lower income consumers do not purchase programmable thermostats due to the fact that these thermostats are more costly, and that many lower income consumers are renters. As such, in the context of the existing DSM programs, OC/ACEF strongly urges Gazifère to consider using the AEÉ-ACEF program or modifying the Residential Gas Furnace Program to supply lower income consumers with programmable thermostats. This would go beyond the electronic thermostat program currently being launched by AEÉ-ACEF and result in increased energy savings. Given Gazifère’s substantial investment in programmable thermostats for the Residential Gas Furnace Program, the Distributor may consider leveraging volume discounts on the units obtained from Honeywell in order to assist in the supply and installation these units as part of the AEÉ-ACEF program (or possibly another via a version of the Residential Gas Furnace Program tailored to vulnerable consumers).

Addressing Vulnerable Consumers Through Other Existing Programs

While OC/ACEF highly recommends increasing participation in the AEÉ-ACEF program, we also encourage the Distributor to consider other innovative ways to address vulnerable consumers by customizing existing programs (e.g. Residential Gas and Water Savings Program and Residential Gas Furnace Program) to the needs of this particular group.



3. Addressing the Lack of Programs Targeted at Lower and Fixed Income Consumers

As discussed above, there is only one program specifically targeted at lower income consumers, and there are no programs addressing fixed income consumers. While the ACEF-AEÉ program has excellent potential, OC/ACEF believes that other programs are needed to address the needs of vulnerable gas consumers. Beyond improving effectiveness of existing programs, Gazifère should consider the need to make gas more competitive for consumers, and lower customer bills. One way to address this concern is to increase the number of programs targeted at lower and fixed income consumers.

In order to develop new programs specific to this group, Gazifère should first undertake a demographic study to identify the target group for a specific program. The program design should then be screened through the usual resource steps. 

Gazifère should also learn from its “sister” utility, EGD, and examine the new programs piloted this year for vulnerable consumers. In the ADR related to RP-2004-0203, it was agreed that EGD would allocate $400,000 to new DSM programs for vulnerable consumers. OC/ACEF highly recommends that Gazifère take advantage of EGD’s experience in designing the new programs and, if feasible, by “piggybacking” on EGD’s new programs.
 
Obviously, these questions will be further reviewed in preparation for the upcoming PEÉ; however, OC/ACEF wishes to emphasize (i) the importance of reserving a portion of any new DSM budget to address the lack of programs targeting vulnerable consumers; (ii) the importance of consulting representatives of vulnerable consumer groups in designing new programs targeting these groups.



4. The fairness of attributing 100% of gas savings for joint programs 


In GI-19, Document 1, page 6, Question 3.3, OC/ACEF asked Gazifère to justify its attribution of all the energy savings associated with the Commercial Design Assistance Program, a joint program with NRCan, in light of a recent Régie decision to limit Gazifère’s credit for energy savings from another joint program. We were told that “Gazifère taking credit for any gas savings via the Design Assistance Program is standard industry practice”. 

OC/ACEF disagrees with this answer. In fact, as demonstrated by the Régie’s decision to limit Gazifère’s credit for AEÉ’s Energuide for Houses program, the attribution issue is a contentious regulatory problem, for which there is no one right answer. There are many different points of view on the subject. However, OC/ACEF shares the position of many experts who agree that it is inappropriate for all participants to claim the same energy savings several times over. Some believe that the attribution of savings should be based on the percentage of DSM project costs assumed by each participant. Finally, the attribution issue becomes particularly contentious in the context of the calculation of lost revenues through LRAM or calculation of an SSM incentive.

5. The fairness of claiming energy savings to a design assistance program before the building is built and in operation

In GI-19, Document 1, page 6, Question 3.4, OC/ACEF asked Gazifère to comment on the appropriateness of attributing energy savings to a design assistance program before the building is built and in operation. Gazifère answered that attributing energy savings to a design program is common industry practice. We agree that it is common industry practice to eventually attribute the energy savings based on simulated savings versus actual energy savings measurements. However, we dispute the fairness of claiming these simulated savings before the building is built and in operation. OC/ACEF also disagrees that this design-stage claiming of savings is standard industry practice. Building construction is often delayed or cancelled after the design stage. As such, many programs do not allow the claiming of energy savings until after the building is in operation. For instance, buildings built to federal guidelines such as C2000, require post-operational verification in order to qualify for the incentive programs.
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