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[ _Jel=]J N GAINESVILLE REGIONAL UTILITIES
Murs ohes Bns gy GENERAL MANAGER

July 21, 2006

Honorable Mayor and Members of the City Commission,

April 12, 2006 began a new day for utility staff when the City Commission
directed staff to include the Total Resource Cost (TRC) test and “...pursue all
cost effective and feasible demand side management...”. Staff has spent the last
ninety days developing a short to intermediate term plan that moves from theory
to practice, that is designed to bridge the gap from public discussion about a
conservation strategy to the reality of implementing_‘conserva-tion measures in
someone’s home or business. This plan is a combination of high level analysis,
lessons learned from other conservation leaders, and knowledge of local
opportunities and challenges. Frankly, there is a certain element of “try it and
see if it works” that has not historically been a significant part of GRU public

proposails.

One example set by conservation leaders such as Burlington and Austin is that in
the initial phases of their programs, they invested the time to build the proverbial
“house upon the rock.” The most significant characteristic of these cities is that
resource conservation is not a program but rather .part.of the community
consciousness and identity. A community (not just utility) infrastructure with -
many stakeholders has been established to support the conservation ethic.
Local suppliers, service providers, and financial institutions are employed to
become salespeople for the programs. Significant efforts are invested in
promoting regulations that promote good stewardship of resources. Budgets are
established and adhered to so that citizens know that they are receiving good
value for the dollars invested. All members of the community, regardless of
socioeconomic status, have opportunities to participate. There is the room to
experiment and make mistakes, and at the same time the flexibility to quickly and
nimbly change to meet objectives. Ultimately the community holds itself
accountable for achieving long term meaningful results on a broad community
level.

Is this a perfect plan? Of course not, if such a thing even exists. This plan does
have the benefits of: '

 Providing a framework for moving the plan from the “designers” within the
utility to the “doers” in both the utility and the community, so that the
“designers” can then begin to work with the City Commission and the
community on a more comprehensive long-term energy conservation
plan;
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e Engaging a large number of community stakeholders in implementation to
begin to build a long term infrastructure;

e Proposing an amount of money that the staff believes is the top limit of
what we can responsibly spend in the first fiscal year; and

e Providing for regular accountability reports to the City Commission on
probiems progress, and successes, so that course corrections may be
made as needed.

GRU staff is proud to be a significant catalyst in this important community effort,
but we cannot do it alone. At the community viewing of An Inconvenient Truth,
former Commissioner Bruce Delaney asked a simple but penetrating question of
movie enthusiasts. “So what is each of us going to do to make the present trend
of increasing carbon different?” In the final analysis, a successful energy
conservation plan is made up of thousands of people asking this question of
themselves, and then taking the tens of thousands of actions necessary to make
it happen. We are eager to begin the implementation of these programs and
move this community process forward.

Respectfully submitted,

UL

Karen S. JoHrison
Interim Geféral Manager
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INTRODUCTION
On April 12, 2006 The Gainesville City Commission directed staff to:

“1. Include the total Resource Cost test as a consideration to pursue all
cost effective and feasible demand side measures including demand
response, energy efficiency, load management and incentive rate design
options. Ensure that the needs of low income customers are addressed in
demand side management programs.

2. Have GRU staff conduct a thorough examination of all DSM options and
present a plan to the commission to develop and implement all cost
effective DSM and demand response measures...”

In response, staff has finished updating its models, has reviewed the studies
performed by ICF Consulting Inc. and GDS Associates (References 1 and 2),
and embarked on a number of research and benchmarking initiatives.

Although not nearly complete, it is clear that changing consumer’s behaviors with
respect to energy reduction is complicated and requires that four key elements
be addressed:

1. Education and Information
2. Financial Incentives

3. Regulatory Reform

4. Innovative Rate Design

It is also very clear that achieving sustained energy efficiency requires a very
careful consideration of a wide range of socioeconomic, appliance, building
stock, regulatory, rate design, and customer preference factors. It will require an
effort by the entire community to achieve maximum energy efficiency. It is also
clear that study and analysis alone is not sufficient - experience and trials must
play a larger role. With that in mind, staff is proposing a two phased approach
toward achieving the maximum cost-effective energy efficiency in our community.

Phase1. FY 07-08 budget - Immediately begin implementing
enhancements of existing demand side ‘management programs as well
as additional programs based on technologies and programs that are
widely employed throughout the industry and believed to be cost-effective
based on the Total Resource Cost (TRC) test.

Phase 2. Invest in additional studies to measure, verify, and further refine
the program designs implemented in Phase 1, and begin development of
the long-range plan to include more sophisticated rate design, demand
response programs, regulatory adjustments, and cost benefit data. This
information, combined with lessons learned from 07-08 implementation,
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and detailed policy discussions, will form the foundation for achieving
maximum energy conservation. As we move forward toward the goal of
maximum DSM, it is important to develop a solid foundation. Staff has
developed, as part of this plan, a set of principles to guide us in plan
development and program implementation. These principles, which have
been largely developed as a result of the conservation benchmarking trips
are outlined below.

Must become a community value not just a “utility program”

A combination of private and public cooperation works best

A holistic approach is best - treat a house or facility as a system

Regulation is critical in all aspects of this plan and will require the effort

of a number of governmental bodies such as county, neighboring cities

and the state

5. Must achieve true measurable energy reduction value for customer
dollars invested

6. Energy reduction goal must be established and agreed upon

7. Staff needs flexibility to change programs to ensure success and find

“tipping points”

AN

PLAN OVERVIEW
Immediate Initiatives

Tables 1 and 2 provide an overview of the proposed conservation initiatives for
FYO7. Table 1 covers residential programs and table 2 covers commercial
programs. The values presented in the tables are subject to final program design
which may result in values being shared between home/business owners and
contractors/manufacturers. Combined, these programs are expected to result in
2.7 MW and 13,652 MWh reductions in electrical use during (FY) 2007.

Phase 1 programs are not intended to be a “definitive” long-term plan designed
to achieve the maximum amount of conservation. The residential and commercial
programs were chosen at this time because they can be implemented relatively
quickly and have a good potential for immediate energy reductions. Many of
these programs have been successfully implemented at other utilities.

These programs will also provide much needed research opportunities in the
development of the maximum DSM plan. Additionally, they will promote new
technologies and give staff the opportunity to change its processes and systems
for implementing large scale DSM programs. Staff anticipates creating
relationships that will rely more heavily on local contractors than in the past. This
process will take time to develop and may raise some policy issues.



Research Initiatives

In addition to the implementation of programs, staff will be starting a number of
research initiatives that are needed to support the development and achievement
of long term conservation goals. These initiatives help create the framework for
the long-term plan which will be used to support DSM program development,
evaluation and results monitoring. These research initiatives are not likely to yield
immediate savings, but will support the continued development of a successful
long term DSM program. Research initiatives are proposed for innovative rate
design, load and customer research, advanced metering technology, and direct
load control research. These initiatives interact with each other — for example the
cost-effectiveness of demand response programs depends in part on the
available metering technology. Table 3 provides an overview of these proposed
research initiatives.

Overall DSM Budget

Table 4 provides an overview of the proposed budget to support DSM in (FY)
2007.



Table 1 — Program Values and Expected Demand and Energy Savings: Residential

B Total

Current

Program Value  '07 Value' Peak kW MWh
Low Income Programs

Whole House - $2,750 TBD TBD

Energy Star Certification/Affordable

Housing - $300 - -
Appliance and Insulation Rebates

Heat Pipe Enhanced Air Conditioning $95 $225 .003 H

Duct Leak Repair -~ $200 $400 243 594

Reflective Roof Coating $70 $70 1 32

High Efficiency Air Conditioning

-High Efficiency Central AC SEER 15-16 $125 $200 94 142

-High Efficiency Central AC SEER 17 $210 $310 104 156

-Super Efficient Central AC $325 $550 303 372

High Efficiency Room Air Conditioning $150 $150 16 23

Central AC Maintenance $55 $55 158 324

Heat Recovery Water Heater $155 $155 1 1

Natural Gas Appliances $50-$300  $50-$350 184 2,283

Solar Water Heating? $300-$450  $300-$450 4 29

Attic Measures (Insulation) - $125 63 195

Photovoltaic Systems - $1.50 55 29

Refrigerator Buyback and Recycling - $150 62 389
Conservation Loan Program

Low Interest Loan Program - Varies TBD TBD
Educational

Self Service Energy Survey Kit® - $10 45 527

Compact Fluorescents (CFLs) - $5 - 1,725

| TOTAL 1,346 6,826 |

L Pending final program design, value may be shared between home/business owner and

contractor/manufacturer

% Maximum available rebate amount

* Provided for Online Surveys and Mail-in Surveys



Table 2 — Program Values and Expected Demand and Energy Savings: Commercial

[ COMMERCIAL } e
Current Total Total
Program Value '07 Value  Peak kW MWh
Customized Commercial’ - $40,000 1,108 5383
Commercial Lighting Service Varies Varies 36 190
Chilled Water Services - $1,700,000 180 851
Photovoltaic at Gainesville Airport - $125,000 o 23
EDUCATIONAL - - TBD TBD
Green Buildings* = - TBD TBD
LED Exit Sign - $75 19 169
Vending Miser Give-Away - $200 - 240
| TOTAL 1,346 6,826 |

' Maximum available rebate amount per customer

* FY 2008 Implementation

Table 3 — Research Initiatives

Innovative Rate Design $25,000
Load and Customer Research $575,000
Advanced Metering Technology $70,000
DSM Modeling $150,000
Regulatory and Policy Initiatives -
Energy Efficiency Charge on Bill N/A

| Total $820,000

Table 4 — Summary of Demand Side Management Budget

Financial Incentives & Loans  $439,448  $2.920.351
Operations & Research $1,160,118 $1,683,687
Marketing $248,213 $348,996

| Total O & M $1,847,779 $4,953,034 |
Capital & General Plant’ - $2,467,779

' General Plant, Chilled Water, Load and Customer Research & Advanced Metering
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