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change to the market structure by which KIUC currently
develops and administers its DSM programs, provided that,
as recommended by HREA and agreed upon by KIUC, KIUC
hire a DSM consultant and/or consult with a third party or
fund administrator if and when appropriate.

Background:

e Under the current structure, KIUC, at its discretion, either
conducts its own DSM/energy services programs or
contracts it out to a third party as appropriate. During the
meeting, KIUC stated that this structure best supports the
cooperative model, whereby DSM could be integrated
with other energy services offerings.

e KIUC also noted that it strives to provide a level of
service to its members even higher than that allowed or
established by the current DSM evaluation criteria, and
as such, KIUC is currently implementing programs that
go beyond simple cost effectiveness. Examples given
were: (1) KIUC’s current appliance rebate program,
whereby KIUC pays a rebate to any member that
purchases a qualifying energy efficient appliance, and
(2) KIUC's current solar rebate and loan program
whereby KIUC either pays rebates or provides (through
third-party lending institutions) no-interest loans for the
installation of solar water heating systems. In both
examples, KIUC does not screen for cost effectiveness
and the programs are funded by the program budget
approved by KIUC’s Board of Directors (who are elected
directly by KIUC’s customer/members to represent their
interests).

e KIUC also noted that the direct install DSM programs
offered by KIUC during the past 7 years have significantly
penetrated the residential markets. As a result, the
current remaining markets may be too small to overcome
the fixed cost associated with a full-scale DSM-type
program. KIUC stated that they believe that these small
markets can best be served with energy efficiency
programs that combine DSM programs with other energy
service programs.

e KIUC also stated that the commercial programs are an
integral part of its Commercial Enhanced Energy
Services offering and Key Accounts program, through
which solutions to commercial customer’s high-energy
costs are achieved through a mix of DSM-type measures






TGC Response:

Docket No. 05-0069
KIUC-SOP-IR-3
Page 4 of 5

be. Forthe same reasons as Docket Issue No. 3, it is our
understanding that the parties present agreed that this issue
does not apply to a not-for-profit, member-owned
cooperative such as KIUC.

Docket Issue No. 5: Whether DSM incentive mechanisms
are appropriate to encourage the implementation of DSM
programs, and, if so, what is the appropriate mechanism(s)
for such DSM incentives?

Consensus: As it pertains to KIUC, the use of financial
incentives to facilitate the pursuit of DSM programs are not
applicable to KIUC. KIUC's ratepayers and shareholders are
essentially one and the same, and as such, any financial
incentive charged to the ratepayers to benefit the
shareholders is essentially a charge that will be returned to
the ratepayers (aka shareholders).

In addition, with respect to Docket Issue No. 1 (Whether
energy efficiency goals should be established and if so, what
the goals should be for the State), it is also KIUC'’s
understanding that, during prior discussions amongst the
parties, an agreement was also reached that energy
efficiency goals should not be established, as it pertains
specifically to KIUC.

Please confirm whether KIUC’s understanding of the above
consensus is correct, as they apply to KIUC. If not, please

explain why KIUC’s understanding is incorrect.

As pointed out, TGC believes that both KIUC and it have
special circumstances that set them apart from the other
energy utilities. TGC did participate in the informal
settlement discussions and, as indicated on page 13 of its
Statement of Position, is in agreement with the following

statements:
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. The entities administering and implementing DSM
programs are entitled to recover the actual approved
costs incurred.

. Revenue erosion and utility incentive issues do not
apply to KIUC due to its structure as a co-op.

) Alternate market structures will not apply to KIUC,
provided that KIUC hire a DSM consultant and/or
consult with a third party DSM administrator (or fund
administrator) if and when formed.

. A market structure should promote rather than restrict
healthy competition amongst vendors and installers.

Other than as stated above, TGC cannot confirm the

consensus of KIUC’s information.

Sponsor/Witness: Keith Yoshida and Steven Golden
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