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SUBJECT: Revising the state program for energy efficiency

COMMITTEE: Energy Resources — committee substitute recommended

VOTE: 4 ayes— Farabee, Crabb, Gonzalez Toureilles, Howard
0 nays
3 dbsent — West, Corte, Crownover

SENATE VOTE: On final passage, May 3 — 31-0, on Loca and Uncontested Calendar

WITNESSES: For — Robert King, Thermal Energy Storage Coalition, ARCA, Texas
Nursery and Landscape Association; Audrey Parker, Good Company
Associates; James Presnal, Texas Nursery and Landscape Association
Against — Carol Biedrzycki, Texas Ratepayers Organization to Save
Energy; Tom Smith, Public Citizen

BACKGROUND: In 1999, the 76th Legislature enacted SB 7 by Sibley, which established an
energy efficiency program administered by the Public Utility Commission
(PUC). The program is designed to reduce energy demand and lower
energy costs. The program is operated by utilities and funded through
transmission and distribution rates.

DIGEST: CSSB 712 would add reduction of peak demand to the state's energy

efficiency goals. The bill would specify that it was the goal of the
Legislature that customers have access to energy efficiency alternatives
that allowed each customer to reduce energy consumption, peak demand,
or energy COsts.

The bill would require the PUC to ensure that utilities reached the goal of
a 10 percent reduction in their annual growth in demand on an ongoing
basis, removing a provision requiring that these reductions be made by
January 1, 2004. To satisfy this goal, the PUC would adopt program
options available for a utility to implement, including programs for:
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energy-smart schools;

appliance retirement and recycling;

air conditioning system tune-ups; and

the use of landscaping for energy efficiency.

A utility could use up to 10 percent of the utility's energy efficiency
program funds approved by the PUC for research and development to
improve technology applications and program design.

The bill would require market-based incentive energy efficiency programs
to be neutral with respect to technology, equipment, and fuel.

The bill would take effect September 1, 2005

By expanding the scope of the PUC's successful energy efficiency
program, CSSB 712 would facilitate the adoption of technologies to
manage and reduce energy consumption during peak demand periods. The
bill would allow energy efficiency programs that reduced either a
customer's consumption of energy or consumption during peak demand
periods. The need for more generation capacity largely is driven by high
levels of energy consumption during certain hours on summer days, when
demand is at its highest. Peak demand contributes to higher energy costs,
pollution, and the need for new generation and transmission infrastructure.
CSSB 712 would allow utilitiesto design programs to lower these
consumption spikes.

The bill would establish four new programs that could promote
innovations inenergy efficiency in the state and realize substantial benefit
for energy customers. An energy-smart schools program would improve
energy efficiency at public schools, allowing more effective use of state
and local education dollars. Appliance recycling would offer incentives for
people to retire old, inefficient second refrigerators located in hot garages,
which are extremely costly to run. Encouraging tune-ups of air
conditioning systems has been known to improve efficiency by 25-75
percent. In addition, planting trees and shrubs near a home can provide
shade and reduce the need for air conditioning.

The PUC's energy efficiency program is functioning effectively and is not
in need of the changes proposed under CSSB 712. Utilities exceeded the
demand reduction goal for 2003 by 11 percent. Under current law, the
PUC can evaluate program proposals and approve any programs that meet
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its criteria. The programs dedicated in this bill would be eligible under
current law, and the Legislature should not tie the commission's hands by
designating which programs would have to be included.

CSSB 712 would place less emphasis on reducing energy costs than the
current program. Currently, reduction of energy costsis a necessary
component of any program, and this requirement provides important
benefits to consumers. CSSB 712 would weaken this provision by
allowing energy efficiency alternativesto satisfy any one of three goals for
reduction of energy consumption, peak demand, or energy costs.

The House committee substitute deleted a provision in the Senate-passed
version that would have allowed a utility in its next rae case before the
commission to recover the costs for acquiring energy efficiency equivalent
up to 20 percent of the utility's growth in demand and alow as an
incentive for additional efficiency program payments 5 percent of the
additional program paymerts.



