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Moderator:
Hello everyone, and welcome to today’s webinar on stimulating energy efficiency in Kentucky, an implementation model for states.  I’m Molly Lund with the Department of Energy’s state and local technical assistance team, sometimes known as TAT, and I want to thank all of you for joining us today for another webinar on, to assist state and local governments in deploying energy efficiency.  We’ll give folks just a few more minutes to call in, but while we wait, I’ll go over just a few logistics.

First of all, the webinar will be recorded today, so you all are in listen only mode, but if you have a question that you’d like to raise now or throughout the session, you can do that by submitting questions on the right hand side of the screen in the box, in the questions box, and we’ll be doing questions at the end.  And our speakers will address as many questions as we can at the end, but we’ll be sure to follow-up with you for anything we don’t get to today.  Also, the recording of today’s webinar will be available online on our state and local solutions center, and I’ll be providing the link for that in just a minute, but that’ll be both the recording, and the transcript, and the slides.

Okay.  So next slide please.  So we’ve got a great agenda for you to hear today.  First off, I’m just gonna give a quick introduction to the resources our state and local technical assistance team can offer, in particular, highlighting some of the resources dedicated to policy and program frameworks for supporting energy efficiency, as that’s really the focus of Kentucky’s model here today.  Then I’m gonna hand things off to Amy Royden-Bloom, the state energy program manager her at the U.S. Department of Energy, and she’ll talk a little bit about the SEP competitive awards, which were how Kentucky’s work got jump started under a competitive award.  And then we’ll get to the real heart of today’s presentation.

We’ll here from Lee Colton and Greg Guess from Kentucky’s Department of Energy development and independence, and they’ll be talking about the stakeholder engagement process called stimulating energy efficiency in Kentucky that was designed to achieve consensus on the most effective voluntary efficiency strategies for reducing energy use in Kentucky.  It’s a really great model that we think other state and local governments can use, and so you’ll really the hear the nuts and bolts from them for how they were able to do it, and hopefully folks will find that as something they can replicate.  And then finally, I’ll hand things off to Mona Khalil, another colleague here at DOE, who will help facilitate that Q&A portion of the webinar.

Next slide please.  So some of you might be familiar with our technical assistance team here.  We provide state and local officials with resources to advance successful, high impact, and long-lasting clean energy policies, programs, and projects, and we really see our work as supporting one of the Department’s key missions, which is taking clean energy to scale through high impact efforts.  So we’ve been around for about a decade and handled lots and lots of inquiries over the years, but we really focus our work now along five priority areas, and today’s session focuses specifically, as I mentioned, on one of those areas, program and policy design and implementation.  Within those five priority areas, we then develop resources, including general education materials, case studies, which, like the one you’ll be hearing about today, and the term of art we like to use here are implementation models, which really is sort of case studies on steroids, and then tools for decision-making and protocols.  To help disseminate those, we provide peer exchange and trainings, like today’s webinar, and then for in-depth efforts, we can provide a limited number of one-on-one technical assistance efforts to states and local governments.  So that’s through an application process and I’ll talk just a little bit about that in a second.

Next slide please.  So within the priority area, I mentioned program and policy, design and implementation.  I just want to call out a couple of specific opportunities.  First, under trainings and peer exchange, we will be, for those of you who haven’t heard, we are hosting the Better Building Summit in about, actually two weeks exactly, which is designed to help _________ and efficiency by bringing together public, private, commercial, industrial, and multi-family representatives.  For state governments, scholarships are now available to cover the cost of the registration fee, and so we encourage you to sign up if you haven’t already and join us for that great event.  In addition, we’ll be hosting our series of monthly webinars over the rest of the year, and our next upcoming webinar is focused on _____ financing, including sort of an overview of the national landscape and key program design considerations, and that’ll be in May, and the date is to be finalized, but will be posted on our solutions center once it’s ready.

A couple of resources I just wanted to call to your attention.  Again, today’s presentation from Kentucky is a state implementation model.  All of our implementation models at the moment are available under the Better Buildings website, which I’m providing here, and later this year, probably in June, we’ll be posting just the implementation _______ have focused on state and local efforts on our state and local solutions center, and that’ll provide both the Better Buildings implementation models, as well as those that are being developed under the state energy program.  In addition, I wanted to highlight the ACEEE resources that are available for state energy efficiency policy, as well as policy resources available through the state and local energy efficiency action network.  And then finally, again, on our website the state and local solutions center, we have an existing resource portal for policies and programs, but we’ve been doing a pretty significant overhaul to that, and that will be wrapped up hopefully by the end of June, and so that’ll highlight all of these resources that we’re talking about today.

Next slide please.  So with that, just a summary of how to access all these resources.  First, again, the state and local solutions center is really our main clearing house for all these things, and encourage you to check that out.  That’s where you can submit an application for assistance.  We have a form that we ask you all to fill out, and then finally, you can sign up for our state and local technical assistance alert, which can keep you up to date on the latest and greatest that we have going on.  To do that, just shoot us an email at the web address you see here.  And so with that, I want to thank everyone for, I want to thank all of our speakers for joining us today, and I will now turn things over to Amy Royden-Bloom.
Female:
Thanks very much, Molly.  Could we go to the next slide?  Thank you.  My name’s Amy Royden-Bloom.  I’m the manager of the state energy program, which seeks to advance policies, programs, and market strategies that accelerate job creation and reduce energy bills while achieving energy and climate security for the nation.  If we could go to the next slide please.  Great.  The SEP competitive awards allow DOE and state partners to advance in high value projects to advance state level energy efficiency policy initiatives, and are designed to meet our office’s nationally-focused initiatives for the fundamental and permanent transformation of markets across all sectors of the economy.  And as Mona, Molly mentioned, sorry, the projects yield models that can be replicated across the U.S. to support our shared goal of saving energy.  So not only the states that get the money and do the projects benefit, also, other states can use the implementation models to implement the programs in their own state.

So the competitive awards have different areas of interest.  Area of interest 2 is the one that Kentucky won an award in, and that’s called stimulating energy efficiency action, and in that area, states develop high impact policy and program frameworks to support investment and energy efficiency, and increase energy savings.  And before I turned over to Kentucky, just wanted to make a couple notes that we released our funding opportunity announcement notice of intent for the FI 14 competitives in March, and the link is posted up there.  We’re hoping to release the FOA sometime next week.  Fingers crossed.  We’re just putting the last final touches on it.  There’ll be a 60-day period for applying.  And at the bottom is a link to our website, and with that, I’ll turn it over to the stars of the show, Kentucky.  Thank you.
Male:
Thank you, Amy, appreciate that.  This is Greg Guess and I’m here with my colleague Lee Colton, and we’ll be covering the program that we’ve been involved with.  Okay.  And we’re waiting for the slides to be transferred, and I think we’re almost set.
Male:
Can everybody see the slides?

Moderator:
Yep, we got ‘em.

Female:
Yes.

Male:
Okay.  Okay.  First, I’ll talk about the partnership that we ship, and it’s important to know that we, we’re, that initially it was funded by the cooperative agreement with the U.S. Department of Energy.  We, it’s over a two-year project, and we think it’s important that projects like this be treated as long-term issues, and it’s, with that market transformation and it takes a while to do that.  It’s not something you can do in 12 months, so we appreciate that funding source.  We also had as a partner ACEEE.  They did a lot of technical work for us.  We’ll talk a little bit more about that in a minute.  The Kentucky Department for Energy Development and Independence; that’s our agency.  And then we partnered with the Midwest Energy Efficiency Alliance, and they’ve brought a lot to the table for us.  And one of the things that they did is they were instrumental in doing one-on-one interviews with a lot of stakeholders that really set the program up, and they in turn contracted with a local company, Smith Management Group, to help them understand the lay of the land politically, economically in Kentucky, so they would have a better idea of what would work and what wouldn’t work.

The overview for what we’re doing today is we’ll talk some about the _____ Kentucky project, which is our name for the project.  We’ll talk a little bit about the energy landscape and the regulatory framework that we’re dealing with here in Kentucky, and we realize that each state is gonna be a little different, and talk about the action plan that was the result of the project, give you a little update on the implementation status, and then talk some about measuring utility progress, which was a new exercise for us.  And we started the project in early 2010 to achieve, to track these energy goals, and the primary goal that we had, that was given to us in 2008 and Governor Steve Beshear’s seven-point strategy for energy independence, and in that, energy efficiency was identified as the fastest, cleanest, most cost effective and most secure way to meet Kentucky’s growing energy demands.  And the Governor’s set of goals offset by 16 percent of Kentucky’s projected 2025 total energy demand through natural gas and electric energy efficiency, and what we were looking to do under this project was to achieve a ramp-up ultimately to a 1 percent annual savings in electricity, and then we had, also, we would set a goal for natural gas, and we saw _____ Kentucky as a way to help us get to this goal, and it’s a, as I said, it’s a two-year comprehensive stakeholder process with me as being the principal partner hired to run the process, identify realistic and achievable program policy options that would meet our goals.

Next slide shows Kentucky’s energy profile in very simple terms, and for residential, for instance, and residential electricity consumption, our sales are the tenth highest in the country per capita, but our price was the eighth lowest.  So we’re faced with high consumption, relatively low cost, but as a result of high consumption, we have high bills.  In the commercial sector, the sales were the seventeenth highest in the country, but the price was the fourteenth lowest.  And in the industrial where the difference is fairly __________, we have the second highest per capita sales in the country, but our price was the fourth lowest, and that inhibits our ability to get people to take voluntary actions.  In all sectors combined, the total sales were the third highest, and our weighted average price was the second lowest in the nation, and that’s out of, out of the 50 states, plus the District of Columbia.  Compounding our problems are that almost half of our total electricity consumption is in the industrial sector.  So anything that impacts the price of electricity or the availability of electricity has a tremendous impact on our industries, and of course, the downside to that is that if your prices bump up a lot, then industries start moving out of the state or shifting production to other areas.

This is just a map that shows you the electrical distribution pattern in Kentucky.  We have four investor-owned utilities, three rural electric co-op generating transmission entities, and then a number of municipal, and a number of rural electric co-ops, and in terms of regulation, we have TVA along the southern border, southern tier of Kentucky, they have electric co-ops and municipals in Kentucky.  All municipals are exempt from regulation.  None of the TVA served customers are regulated.  So we’ve got a mix of regulated and unregulated entities.  TVA supplies about 27 percent of the electricity sold in the study.  And then –
Male:
So what we’ve – through this initiative, we, to build on the Governor’s seven-point energy strategy of 18 percent energy efficiency by 2025, we began to look at ways to move the needle, if you will.  I guess I need to point out that this 18 percent is in contrast to the 16 percent Greg mentioned earlier.  The 18 percent includes 2 percent for transportation.  This initiative in particular was focused on electric consumption in the state.  So that’s only a slice of it, so this was targeted specifically to electric utility, but the barrier, of course, is that not everybody agrees upon the policies and programs to achieve the goal, and we generally knew the political landscape going into this that it was not gonna be very ___________ to implement an energy efficiency resource standard or be heavily mandatory.

So it was an attempt to do this through a consensus process, and we had just wrapped up a stakeholder process that just finished up about the time this process was starting that was developing the climate action plan, and that was all very large group stakeholder meetings, and very cumbersome, difficult to get people to be open and frank in large group settings, and one of the solutions seen here was to approach this more on a one-on-one press, one-one-one basis, and, which is very time consuming, but in the end, pays bigger dividends because you get one-on-one with somebody in a room or an organization in a room, they’re more frank, more open, you’d find out where their pressure points are, and what really makes them tick, what they’re willing to give on, what they’re not, and so that was the strategy going into this.  And as you’ll see, we started off with the one-on-one process, almost a full year of that, over 80 entities, and then we went to large group meetings, and, to move forward.  And the outcome, of course, is that the _____ Kentucky action plan with 70, 27 action items and recommendations which we’ll touch on here shortly.

The policy framework in Kentucky, we do have some reasonable statutes that allow us to do efficiency in Kentucky.  We have an integrated resource planning statute, a statute that allows demand side management that, for utilities to collect program costs, lost revenue, and even incentives to implement those programs.  And then in ’07 and ’08, there was an act put in place, House Bill 1 and House Bill 2 that provided some incentive and funding to help move efficiency forward as well, in renewable energy.  The Governor’s strategy, as Greg’s already mentioned, came along in 2008, and then that positioned us actually pretty well for some of the recovery act money and some compliance settlement money that we got even more recently.  So that really helped us move the programs forward.

So the implementation model that has already been mentioned, it’ll be on the DOE website, is, I’m just, so when, these process slides are gonna just kind of walk you through some of that.  The first step was, of course, to develop our internal project team, our agency, DOE’s technical assistance crew, which included ACEEE, ____, and Smith Management Group.  Right off the bat, the first things that were done was ____ began to do some survey of other states comparing and contrasting some of the statutory landscape, costs of programs in regulatory context.  ACEEE did a consumption price forecast study, and then began to look at the cost effectiveness of utility programs in other states, and then to do the same thing in Kentucky, and ultimately, we came up with a cost effective resource assessment of potential for Kentucky as well.
Male:
The stakeholder engagement process was in a couple of phases.  The first one we wanted to address is achieve consensus on most effective ways to capitalize on significant savings, significant potential for energy efficiency, and reach some sort of statewide energy savings goals.  As Lee mentioned, we had about ten months of one-one-one meetings.  As you mentioned also, this is a staff intensive process, but in our opinion, it pays big dividends in terms of relationship building and in terms of moving towards some kind of a consensus.

We had 100 plus stakeholders overall, including utilities, manufactures, commercial energy consumers, local business chambers, trade organizations, environmental groups, housing associations, local agricultural representatives, the attorney general’s office who represents consumers in Kentucky, representatives from the public service commission, and representatives from the legislature.  And then in phase 2 is when we developed the action plan, and then we look at, we’re looking at implementation of some of the near-term actions with many more on that.  As Lee mentioned, we had 27 different measures.  Because we’re staff constrained and resource constrained, we can’t address all 27 at the same time, so we went through a process to look at which ones we ought to identify first.  The process in terms of best practices for the stakeholder process, we try to engage as diverse a set of people as we could.  We wanted to have the local boots on the ground, somebody who demonstrated an understanding of Kentucky’s situation.  We wanted to ensure that stakeholder positions were fully heard.  So we did have as an extension one-on-one discussions, and we had group meetings where we began to pull people together to focus on specific issues.  And in Kentucky, as Lee mentioned, there isn’t much appetite for mandatory measures, so we could not do an energy efficiency resource standard, we couldn’t do a _________ portfolio standard, and so we were depending it on voluntary measures everywhere that we could.  And as Lee also mentioned, the one-on-one process is critical because it allowed us to begin to identify where was the pain, who had the pain, what were the issues that were hot button issues for some and not for others?
Male:
So that whole one-on-one process, and then a series of three group meetings helped us develop, and then refine the list of recommendations that were initially called key findings, and as they took more solid form, they were put into a draft action plan before that was – and those series of three meetings kind of build on each other.  There was some, we had everybody come together to discuss certain topics that would break up groups where we tried to get into a little more detail.

We had some guest speakers come in to highlight certain topics and best practices from other states, from some industry within the state, and then just prior to release of the action plan, the, we tried, we did a survey of all the stakeholders involved in the process.  I think it went out to probably about 100 parties, as Greg mentioned, and I’d say we got about a third response back.  For a survey, that’s pretty reasonable response.  And in all of the action items, you were asked to rank them based on feasibility and impact, and as this chart shows, and I know you can’t see the little letters, those are just symbols for each of the action items, but each dot represents 1 of the 27 action items, and they fell into 1 of 4 quadrants:  low feasibility, high impact, high feasibility, high impact, and so on.  And from this chart, what you can see is that based on the rankings from all the stakeholders, the median value for each of those, placed them all in the higher impact, and mostly, well, about half and half between, along the spectrum of feasibility.

So what that told us was that the action items identified because they’re all high impact, at least based on a perception of people who voted, that we were addressing some of the keys issues that had the potential to make a difference in the state.  So we, that gave us some confirmation that we were going after the right items, but this gave some guidance as to whether we were on the right track, and gave that feedback, and this chart actually appears in the action plan.

The plan, as we’ve already mentioned, 27 action items.  It’s organized by sector and then timeframe; short, near, and long-term.  Each action item has a little background, so there may be half a page to a page of information, of context, and then some who, what, when, where information related to each implementation item, and then because some of these, there’s no clear start and stop point on a lot of these action items, as we begin discussing ‘em, some things started to move of their own, and so, and frequently, we were, as we were still finalizing the action plan, we were able to give a current status of that item as it was already moving forward, or, you know, the current status might be no action yet, but that was, we were able to provide that context.

Then, so as I say, the implementation was kind of a fluid process, so in some respects, the one-on-one meetings and discussions is really where you begin the implementation, certainly for some issues more than others because that getting people on the same page, or to the same realization, or same jargon in some cases, you’re talking past each other, that’s half the battle in implementing some items.  So implementation is kind of on a continuum here.  Some things I would say we’d begin implementing before the ____ Kentucky process, but that said, it’s important to identify who the key stakeholders are for each of the stakeholder, the action items, who’s willing to champion it.  Some cases we had to convene work groups to begin the process, and of course, that may require follow through depending on the motivations involved, and in almost all cases, it’s iterative and ongoing.  Many of ‘em are, I would say, are gonna be very long-term, and still will be moving forward for many years from now.

So the, what we’re gonna do now here is this slide is an outline of some of the action items, and as you can see, this first slide is all the action items for, that applied to all sectors; the other ones will be very sector specific, residential, commercial, and industrial.  And just as we have ‘em in the action plan, they’re organized by short, near, and long-term.  The solid bullet represents the action item itself.  The open yellow bullet is the status.  So some of these you’ll see we have a status update.  We’ll discuss that with you.  Others there’s not much activity yet.  So starting with the first one, we did reach a consensus to measure statewide energy efficiency targets with voluntarily submitted utility data.  All of our regulated utilities plus TVA across the state agreed to voluntarily submit data, and have been doing that.  We’re in the middle of collecting the second year of data, and it’s been a very interesting learning process.  We’ll talk more about that towards the end of the slide, that’s, or this presentation, I’ll get into more detail on that.
Male:
Right.  And the second measure in the long-term is to create a peer exchange mechanism specifically for gas and electric utilities to share information, experiences, and best practices.  And this was a suggestion that really came to us through ___ where they had had experience with other states where utilities got together periodically and exchanged information on programs that worked, and then they could look at case studies of different programs, what went wrong, what went right, and that way they weren’t repeating each other’s mistakes.  We’re now transitioning to perhaps a more utility friendly setting for peer exchange.  We have not had the first peer exchanged meeting yet, but that is something that we hope to do in the near future.

In the near-term for the all sectors program, we want to focus on a _________ education and training program tailored to each of the consuming sectors, and we haven’t done that yet.  And we wanted to convene a work group to evaluate the effects of utility rate design on efficiency incentives.  And Owen Rural Electric has success, was successful in getting public service commission approval for alternative rate design, and some others are following suit.  And Owen Rural Electric, what they’re doing is shifting more of the charge, more of the bill to the customer charge, and less to the commodity charge, so that as they implement energy efficiency and their demand for the amount of, for the commodity deceases, the can still recover their fixed costs, and that’s gonna be a gradual process I think, but that is the movement for a lot of the rural electric co-ops in Kentucky.

Long-term we want to assist Kentucky’s governmental and municipal utilities to develop a voluntary suit of energy efficiency programs, and we’re right now assisting municipals to do increase in performance contracting, but we haven’t gotten to the point yet of having energy efficiency programs at each utility.
Male:
One thing I would add there is that we think this sector is right because municipal utilities, by their electric wholesale, 50 percent of their costs are demand charges.  So there’s potential motivation there to, for them to implement measures.  Okay.  Now we’re on the residential sector.  One of the programs that many of the utilities have begun implementing, but has been led by a recovery act funded program is Kentucky home performance.  This has been very successful.  Kentucky Housing Corporation, which is a state housing finance agency in the state also runs the weatherization program, so they were a very logical partner to help develop this residential program.  It’s one of the few statewide residential efficiency programs in the nation.  In their first year, they had one of the highest uptakes and highest conversion rate.  They had a conversion rate of over 70 percent in the first year.  All the grant money or all the rebate money has gone away with the recovery act.  Now they’re moving onto a ________ loan fund.  They’re one of two states along with Pennsylvania to be implementing the WHEEL loan program.  And WHEEL is pretty revolutionary, just ‘cause you have Fannie Mae residential conforming loans that are sold on the secondary market.  WHEEL is the energy efficiency equivalent.  It is the Fannie Mae of efficiency, and so we’re really excited about that.  This is a statewide program.  A lot of integration with utility programs and a lot of, private, or the contractor networks, so we work real closely with the contractors.

Near-term action is to improve residential housing stock through weatherization.  So there’s been a lot of discussion in recent months, especially some progress in how you coordinate utility programs with the state weatherization program.  So we’re real pleased that this dialogue through this initiative has helped clear away some of the confusion and – actually some of it was exacerbated by the recovery act.  As the wave of, the flood of money came in the recovery act, the community action agencies who implement weatherization programs were so intent on getting the money out on the ground they were not able to coordinate with the utilities, and that created some hard feelings and dialogues, and anyway, I think we’ve worked through all that and things are moving forward.

Longer term, energy _______.  A big issue for Kentucky both, as you’ll see here, residential, and on a later slide, commercial.  We did spend quite a bit of money in helping the, our code counterparts in the state to do training and improving code compliance.  We have just recently gone through a code upgrade cycle.  On the commercial side, the state has opted, the Board of Housing has not opted to upgrade _______ 2009, but there is lots of good work and training, and we are working with ____ to explore utility funded code compliance strategies.  The challenge there is in states that have efficiency resources standards, the utilities are more motivated to get those credits.  We don’t have that in Kentucky.  Nebraska has done that.  They’re a non-____ state, and so we’re exploring that potential through some dialogue with the utilities in Kentucky.

On-bill financing is another one that we’re real proud of.  That’s been in place.  It’s going out of pilot phase for several, four of utility co-ops in the eastern part of the state.  There is no some agreement that all 16 cooperative that served the eastern part of the state have agreed to adopt on-bill financing or are in the process of making that commitment.  So that’ll serve, I don’t know, what is that, maybe a third of the state?  So that’s a real big development in just recent months.

We do have some tax credits for the residential sector that are, for efficiency and renewable.  There was an effort to get those increased and extend the timeframe.  That did not make any headway this past session, so we’ll be making another run at that next year.  Manufactured homes are a real big issue in Kentucky, especially eastern part of the state.  It’s a key part of the affordable housing equation, and there’s many, many free HUD code homes in the state that are just amazingly poor condition.  It’s amazing people survive the winter, especially this past year.  So we do have some initiatives going on there.  We’ve had some good dialogues.  TVA is doing some incentive at the manufacturer level, which basically removes the choice.  So I don’t, for example, they incentivize it at the manufacturer so that the homes that show up on the retail lots don’t have resistance heat.  Consumer only finds homes with heat pumps.  So we’re trying to replicate that in the rest of the state.  Eastern Kentucky Power is developing that as a DSM program as well, and others probably.

Lastly, well, I think that’s it on this slide.
Male:
Yeah.  Now, in the commercial sector, in the near-term, we wanted to expand access to low cost energy efficiency financing for private commercial buildings, and Kentucky’s legislature in even-numbered years meets for only 60 days, in odd-numbered years, meets for only 30 days.  There’s a bill introduced in the session this year, _____ pace legislation.  It got pretty good reception.  It passed the House by a 2-1 margin, but it did not make it to the floor of the Senate before the time ran out, but we’ve got the groundwork laid, and I think we could probably go back in with some allies next January and have a good chance of getting _ ______ passed in Kentucky.

Another objective was to recapitalize the Kentucky Green Bank for public buildings.  We’re exploring different ways to do that, but we haven’t come up with anything positive for that yet.  The Green Bank in Kentucky was initially funded with recovery act dollars to the tune of about $14 million dollars.  That money has all been ______ out.  It is coming back in in the form of repayments, and we’ve got about $2 million in the pool now.  Our finance administrative cabinet, which is the GSA equivalent, has put out a couple of RFPs.  There have been some agencies that have responded to those, and right now that’s being used for state government buildings.  If the funding could be increased for it, then we would probably have it available also for local governments and for school districts, public school districts.

The next item is to promote energy efficiency via a lead by example approach to state-owned facilities, and using initially recovery act dollars, our finance administration cabinet worked on something called the Kentucky _______ energy management control system that’s a software for controlling state buildings.  It does several things.  It allows buildings that had energy management systems that had been put in by Honeywell, or Johnson Controls, or Siemens, or somebody else to speak the common language.  All of those buildings have been hooked up.  We’ve got 47 that are ________ right now and they allow for automatic billing and bill payments for building diagnostics, for building control.  It’s a _______ really piece of software that’s been recognized as such, the association of state facilities managers.  So that’s been a successful program.  It was funded this year even though we had a very tight legislative budget, the Governor continues to fund that effort and to increase the number of buildings that are tied into that system.

Longer term we want to improve the energy efficiency of commercial buildings through the consistent implementation of the commercial building energy codes.  And in Kentucky, we have adopted a statewide code, but a lot of enforcement is left to local jurisdictions, but we began discussion for utility funded _______ ____ point out to activities, and we hope to see a situation where we can figure out a way for utilities to help fund either code adoption, or code enforcement, or code training.  And the other long-term item was to devise creative energy efficiency incentives for commercial rental property.  That’s an issue that we’ve not been able to address directly up to this point.  And then for a legislative recommendation in this category, we wanted to expand state _______ energy efficiency incentives for the commercial sector.  There are some incentives that are out there now, but they really needed to be beefed up some in order to have a full effect.

In the near-term under industrial sector, we wanted to establish a revolving loan fund for industrial energy efficiency improvements.  We’ve not been able to do that up to this point.  We wanted to convene a work group to discuss the application of Kentucky’s industrial _______ provisions.  In Kentucky, the legislature has passed a statute that basically says that if industries do not want to participate in a DSM program and incur the DSM surcharge associated with that, they’re allowed out to opt out.  So as a result, we have very limited industrial DSM programs coming from utilities.  We’ve had discussions with industry and the public service commission that are under way now to begin to try to address that issue and see if there’s not a compromise that we can come up with.

In the longer term under industrial sector, we want to encourage Kentucky’s industries to voluntarily share performance data and best practices with each other, and in terms of legislative recommendations, we wanted to expand state level incentives to encourage industrial investment and efficiency.  There were a couple of bills that were introduced this year to provide incentives for industry.  It’s a bill that dealt with incentives did not pass, but there was another industrial revenue bill, industrial revenue bonds bill that did pass, and it covers small to medium size industries up to employment level of 300 people.
Male:
Okay.  Now we move into some of the data.  The perfection item that we mentioned was measuring progress, and so now we’re gonna talk about some of the details of that, and how we’re collecting the data, what we’re getting, and what some of the results are.  So in terms of where we’re going, where we’ve been, this, the goal is, we’ve already touched on this, is relative to our 8 percent energy efficiency goal from the 2008 7-point energy strategy, and to try to measure that relative to our cooperate agreement goal of 1 percent efficiency for electric utilities.  So how do we know when we’ve gotten there?  That’s the challenge.  The goal is, to be very clear, is not utility-specific.  There was not any real desire to be, have a scorecard, so to speak, for utilities.  It’s aspirational and there is no mandate associated with it.
Male:
And in terms of measuring progress, we setup a ramp-up to the 1 percent savings for electricity, and this chart just shows that what we would hope to do is that by 2015, we’d be at a level, 1 percent reduction in electricity consumption.  And then the problem on the right shows what the cumulative decrease of consumption would be.  Right now we don’t know where we are in terms of meeting that goal because the data that we need to look at is delayed by a year or two.  So we won’t be able to get numbers for 2013, for instance, for sometime yet to come so we can measure exactly where we are.

Male:
Of course –

Male:
Standard data reporting.  The purpose there, of course, is to measure progress towards the Governor’s efficiency goals, provide talking points for the Governor and for state officials as part of a lead by example, and demonstrate at the state level and nationally the success of our programs, and the fact that we think we’ve been one of the leaders in the southeast region, and then we want to demonstrate, document the positive performance of the utilities with respect to the ______ use of ______ ______ funds and benefits they provide to Kentucky and to their customers, and we want to share best practices, best performance, and support reasonable, fact-based planning toward future goals, and provide for collaborative reporting structure.  The kind of situation that Lee mentioned earlier.
Male:
So in terms of how we’re measuring it, as Greg’s already mentioned, the ramp-up in the initial years.  Our first year of data collection was for 2012.  We’re in the process of collecting 2013 now.  The baseline will be expressed as an average of energy consumption from a prior three-year period.  And so until we get all that together, we can’t do the averaging obviously.  The, that, the measured goal will be calculated as a percent of the current year’s energy savings to that three, prior three-year average.

We do not have a voluntary reporting agreement on gas, so there is no goal specific to natural gas.  And cumulative values are relative to the life measures installed and – let’s see here.  The, _____ reporting we’ve already mentioned is voluntary.  We’ll, our agency will be the repository.  This will not be posted on the Web.  We will do the analysis.  We’ll do a summary of data.  Let’s see.  There’s basically, it’s a basic Excel spreadsheet for the reporting template that includes basic utility information, some annual data for, like, total sales, total number of customers, and so on.  Then there’s information about individual programs in their DSM portfolio or demand reduction programs.  And then the actual metrics, you know, the amount of energy saved and the performance of those programs, costs as well.

What you can see here are the utilities that have agreed to report.  What, this is basically most or all of the state.  Actually that 83 percent is probably wrong.  We’ve since that time have added a utility and I didn’t update the number.  We have everybody reporting except for the municipalities around the state.  So that’s pretty remarkable that we’re getting that much cooperation from the utilities.  That took quite a bit of discussion to get everybody to agree to what kind of data would be reported and how, and that was a pretty tedious process.  That, I would say that took place over eight months or so, and several meetings, and phone calls, and webinars.

So the data we’ve collected so far is, the nature of it is we’re proceeding cautiously.  We have 2012 data in our pocket and are collecting 2013.  We are not publishing any of this data yet until we have a comfort level with what we’re getting and how it’s being reported and compiled.  So that has not seen the light of day quite honestly.  What I’m gonna show you are some numbers from what’s reported to EIA.  This is older data from 2011.  Actually this slides shows a range of data.  These are just the utilities for which we had the data over a period of time, and so this is expressed as energy savings as a percent of total sales from the prior three years.  So you can see most of the utilities, DSM, as percent of sales are trending up, except for one is pretty flat, but all of them moving up to some degree.  So this is all sectors for all the utilities over that timeframe.

Just a little more detail.  This is just for 2011.  This breaks it out by sector, and because this is only one year, you see a few more utilities show up on this list.  And you’ll see the 1 percent goal highlighted there.  So many of ‘em are exceeding that goal.  What you will notice for most of the utilities, the red bar for industries is low, and that reflects the industrial opt-out provisions that we have in our state.  So it’s not surprising those numbers are low.

And then to put, kind of pull back and look at the overall picture, if you look at all sectors were almost at that 1-year goal, or 1 percent goal for 2011.  Residential is, not surprisingly, the highest in terms of percent savings, and then it tapers on down as you can see from the slide.  So this is just a snapshot.  The point I want to make with this, there’s a lot of details here, we’re getting all the sectors, all commercial and residential data from all the utilities.  Only one of ‘em has an active industrial program that they’re reporting on.  The calendar for each of ‘em don’t always overlap, so when you’re comparing utilities, you have to make some cautious, you know, conclusions there because they don’t compare exactly, and you’ll note that not all of them are reporting net energy savings.  We’ve got one that’s only able to report gross energy savings.  So there’s, there are some real challenges when you start collecting data.  As I’ve already alluded to, the utilities are very cautious about not wanting to be held against each other.  They, and I think it is fair to say that their programs are not identical.  They don’t have the same portfolio programs.  If you compare a residential retrofit program from one utility to the next, they have different incentives, different implementation methods, different markets, being some more rural, more urban.  So they’re very different.  In any types of comparisons, you have to be very cautious about those.

Some of the lessons learned from all of this is utilities have differing data histories.  Some of ‘em have new, if you try to go back and summarize past history data, which we tried to roll up in our first year of data grabbing, they have data that goes back different years.  Some of ‘em have to roll the data up from many co-ops to aggregate that and have differing levels of ability to do that.  Maybe as they go further back in time, their data is of less reliability than more current data.  So it’s a real mix of histories.

As I’ve already mentioned, we’ve got net versus gross data.  The template I think is working.  We’ve got a pretty solid basis for information, but defining your terms, making sure everybody is on the same page in terms of what they’re reporting, what that number really represents has been a real challenge, and that takes a lot of discussion, but overall, I would say the results are promising and we’re real pleased with the attitude and cooperation with the utilities and their willingness to report, and the results are looking good.
Male:
Yeah.  One of the things that I’d like to go ahead and point out as Lee discusses this, the issues revolving around data collection, and verifying the data, and making sure that you’re talking about having common definitions for what you’re reporting and how you’re reporting is that as EPA moves toward carbon management from existing power plants under the Clean Air Act, Section 111(d), it should be obvious that for states like Kentucky that haven’t had ________ that may force you to do a standard type reporting, that reporting on those kinds of issues dealing with 111(d) is gonna be very problematic as we forge our way into a brave new world.  And I think that’s all we have at this point in time.  We’d be glad to answer any questions you might have.
Moderator:
Great.  Thank you, guys.  That was an incredible presentation and really I think laid out, demonstrated how much, how much time and effort has really gone into your strategy here, and I think raised some interesting questions.  So I am going to turn things over to my colleague, Mona Khalil for the Q&A portion, but before I do that, I just wanted to remind folks that first of all, if you do have any questions, please feel free to enter those under the questions box on the right hand side of your screen, and we’ll get to as many as we can, and then while you all are feverishly doing that, a reminder that our next webinar will be in May on on-bill financing, which Lee and Greg both talked a little bit about.  I already have questions for them on that.  And then, finally, if you have any, want to stay up to date on what we’ve got going on, I suggest you sign up for our alerts and check out the solution center where all the material from today’s webinar will be posted in about, it takes about one to two weeks to get everything online, and we’ll send the presentation out via email to everyone registered today.  Also, we have a short survey at the end of the, when you log out of the webinar and appreciate any feedback you can provide there.  So with that, I’ll turn things over to Mona.

Female:
Thank you, Molly.  Thank you, Lee and Greg.  This was a very interesting presentation, especially for me and for other folks that are trying to replicate or trying to develop the kind of stakeholder engagement that you have done, and thank you for taking the time to explain it to all of us.  First of all, your action plan has been really, you know, it demonstrates the tremendous amount of, how, or how productive those meetings were, your stakeholder process and your collaborative meetings really, the fact that they amounted to so many actions and such specific actions I think demonstrates just how well your engagement really worked out.

One question I had for you, and I’m opening it up to questions for everyone else, please put your questions in, but one question I had for you is around the one-on-one sessions and whether you could describe a little bit to us what you, what new insights you may have gathered from the industrial sector stakeholders?  We know that it’s one area that it’s hard to create programs in, but what is their perspective?  And if you could share that with us that would be very interesting.
Male:
Okay.  One of the things I would say, Lee, jump in if I tell a lie, but one of the things I would say is that with anybody that we sat down and talked with as a stakeholder, one of the advantages of the one-on-one format is that they don’t have to perform for anybody else in the room.  It’s just us and them.  And it also is a way to kind of probe, ask probing questions to them to find out where’s the pain.  If there are unspoken things that they’re saying, then you have a chance to perhaps find out a little bit more about what their motivations are, what things they want to avoid, what things they’re willing to accept, and we try to make those conversations open-ended, so that they do have a chance to express what their concerns might be, and they’ll tell you things that they would not say, for instance, if you have a manufacturing representative and an environmentalist representative in the same room, that’s gonna constrain the conversation.

So that’s the advantage of the one-on-one as much as anything, but one of the things that industries tell us consistently is that they believe that they’re capturing all the cost effective energy efficiency that they can.  And in Kentucky, there is a group of large industrial customers called the Kentucky Industrial Utility Customers who have consistently opposed doing anything with any kind of DSM program.  They don’t want to pay the DSM surcharge.  They feel like they’re financing their competitors down the road.  So that is anathema to them and we’re still trying to figure out a way that we can, that we can bring them into the fold.  It might be that if we could provide, they might be willing to go along with a program, and this was expressed in one of the meetings we had, where one of the state or a third party might pick up the cost of having an energy assessment done in a plant as long as that plant owner made the investments rather than getting investments from taxpayers or others to finance the improvements.  So they want to see a level playing field, in other words.
Male:
And there’s less appetite for programs that are rebate or incentive-based as opposed to more technical assistance coaching types of, and onsite assessments, those types of things.

Male:
At the same time, when they talk about doing something that’s cost effective, their investment horizon is about 18 to 24 months.  If you bring them a project that’s got a three-year payback, the plant manager will tell you that he can’t get that past his headquarters.  Now, I’m not sure what there is or what, where you can make investments that you get a payback less than three years, but that’s what their investment horizon has tended to be.

Female:
Great.  Thank you.  Still waiting for questions to come in.  Please don’t be shy.  Another question I would like to ask you is around the reporting.  You have been successful at getting agreement from TVA and from Big Rivers Electric Co-op to reporting.  You mentioned in your presentation the challenge of having to aggregate so much data.  Do you know how those utilities are pulling together all that, all that data, and have they developed a method that seems like the right one, that other either municipal utilities or co-ops could also use?
Male:
Well, I know that different utilities use different systems.  So we’re not privy to the details of that or what type of system.  Our job, our level of engagement was defining the terms and then giving them the template to report it on.  The first round of data collection we went with what I’ll call more of a cumulative efficiency savings goal measure, and that was very challenging because it involved going back in time and collecting.  There was a sentiment that if we just went for incremental energy savings, which is just the enrollment for a given year, an efficiency from those current year enrollment, that it doesn’t do justice and credit for all the efforts that come before.  Some of the utilities had programs that went back ten years, and so we tried to allow for some reporting that recognized that.  That was our 2012 data collection effort, and that was very challenging because, as I say, with TVA is rolling up data from five electric co-ops, is that right, five?

Male:
Mm-hmm.

Male:
And then Easy Kentucky Power is rolling up data from 16 co-ops, and each one of those co-ops has different data systems.  So they’re dealing with a challenge, and they only agreed to report if it was aggregated across that whole G&T service area.  They didn’t want individual reporting by individual co-ops.  So we had to navigate some of that, and I know on their end, it was a lot more behind the scenes than what we saw.  So a lot of challenges and I’m not sure I know, we may never know what all goes into it, quite honestly.

Male:
But the bottom line is that if we had not had the one-on-one sessions and the great meetings our efforts to collect data from the utilities would have been for naught.
Female:
Mm-hmm.  Thank you.  So I do have questions now.  I’m sorry.  I just wasn’t able to open them.  I’m still learning the system here, but we have a question around, how are you ___ _______ working with the PSC on these policies?

Male:
Well, even when, as soon as we got, well, we have an ongoing relationship with them regardless.  When we got this cooperative agreement award, one of the first things we did was sit down with them to say, “This is what we’re getting ready to do.  What’s your role?”  And they wanted to be treated as another stakeholder.  They didn’t want the perception that they were in a position of rolling out new mandates or new requirements on the regulated community.  So they were at the table as an equal stakeholder, and so they were part of the one-on-one process, but as we went forward with the one-on-ones with the other stakeholders, we would frequently update them and kind of keep them abreast so that we were bringing them along, and keeping them informed.

Male:
Yeah, and when we talk about the public service commission, we’re largely talking about the staff.  They’re not the commissioners themselves, but I think one of the things that was important is that in Kentucky, relative in the last four or five years, we’ve had commissioners who have been more proactive than was the case maybe 10 or 15 years ago when basically the commission just reacted to issues, or problems, or suggestions that it brought to them by the regulated community.  So with that kind of a shift and people willing to be more proactive, I think that’s part of the reason that we saw their heavier engagement in this process than would’ve been the case ten years ago.
Female:
Great.  Thank you.  Another question that came in is around, have you considered easy energy efficiency measures which can be implemented by thermal power plants, coal and gas fired?  For example, new technologies for cooling can reduce energy consumption by 1 percent or higher.  Would the large utilities be open to exploring such energy efficiency measures?  This is relatively straightforward because you just focus on some two to three utilities.

Male:
Well, we have gotten into the inside the sense type measures that utilities could use other than, for new plants, adopting the more modern technologies where you can get increased plant efficiencies, but we have not looked at, with the utilities in any of those other issues.
Male:
We do have a white paper out on our website that looks at the comparative efficiencies and carbon reductions associated with those.  We’ve done some analysis, not Greg and I, but our office has, and so that is out there and there is, has been some discussion in that regard.
Female:
Okay.  Another question that came in is about WHEEL.  The question is why was WHEEL legislation able to pass while PACE was not?

Male:
Okay.  PACE required legislation; WHEEL did not.  That’s the short answer.  So WHEEL was a national initiative that was being developed out of Pennsylvania and with a renewable energy group, and we go onboard at the right time, and we were able to partner, and get that in place.  So no legislation required; that’s the short answer.
Female:
That helps, right?  Another question about the lead by example program.  Have you been considering a kind of local government challenge to contribute to the energy efficiency goals?
Male:
Boy, I don’t think so.
Male:
I’m sorry.  Repeat the question.

Female:
Sure.  It’s about creating or standing up a local government’s challenge that would incentivize or kind of stimulate local governments to participate in reducing their energy efficiency goals.

Male:
Well –
Female:
I’m sorry, in reaching their energy efficiency goals.

Male:
Yeah.  We’ve been a real champion of Energy Star challenge, so we’ve marketed Energy Star program for a number of years.  We do have a couple of cities that are very active in that area.  Louisville has their own challenge, this is within their boundaries, not between cities, they do an annual kilowatt crackdown where they get the commercial buildings, schools, and other public buildings to compete, do benchmarking and portfolio manager, and then compete against each other for recognition.  As far as between cities or just to help cities meet their own goals, probably the thing we’re doing most, Greg alluded to it earlier, was we got another cooperative agreement award that is designed to stimulate the performance contracting utilization by local governments.  So that’s real key.  We have over $700 million dollars worth of performance contracting that’s been done throughout the state.  We have a very healthy ESPC market, but local governments have not taken that up as well as the K-12, or state government, or universities, for example.  So we’re working with the cities, departmental local government to get that rolled, and we are also very active partners with the energy service coalition.  So we partner with them very closely as well.

Male:
Now, we just found out that the City of Louisville ranked number 25 in terms of U.S. cities with Energy Star buildings.  So that’s a pretty good achievement for a city of that size.

Female:
Absolutely.  Congratulations on that, and there are other folks saying congratulations to you for great work who wanted to share that.  One other question that came up is are window replacement strategies, including in your home weatherization program?  It seems this is often tough as ________ ________ to no payback, but poor windows or doors contribute heavily to energy loss.
Male:
Window replacement.

Male:
Window replacements?  I’m sorry I didn’t get all of that.

Male:
Weatherization.

Female:
Regarding weatherization programs –

Male:
Mm-hmm.

Female:
– kind of specifically the measure that are included in those programs, do those include window replacements?
Male:
Well, windows is, we have, I don’t know that many or any of our utility DSMs offer incentives.  Our state tax credit does provide a credit for energy star windows, but as probably many of the listeners here know that windows are the, one of the lower paybacks for a residential retrofit, so we don’t typically incentivize that too much.

Male:
And I’m not, I’m not quite frankly sure how the weatherization assistance program treats that.  I know that if, that if the window or the casing around it were, if the casing around it in particular was really bad, that they might do something to go ahead and correct that problem, but I don’t know if they routinely replace windows.

Female:
Okay.  Thank you.  Going back to the reporting, I was also interested in how you as the state energy office in Kentucky are seeing some opportunities with looking at the different programs that the utilities are reporting to you on, do you see any opportunities for program design or finding best practices related to the data that the utilities are reporting to you?
Male:
I’m not sure we have enough information or time to be able to evaluate that.  We do, in addition to the data that we get, we also participate in their DSM collaboratives.  In other words, in Kentucky, I don’t know how all the other states do it, but when a utility is developing their DSM portfolio filing of the public service commission, they usually hold stakeholder meetings to get input into their design and rollout of their programs.  We participate in those and provide comments, and in the end, the way it works in Kentucky, as in most states probably is it boils down to, you know, the cost benefit test, and that’s, they will adopt, revise, or drop programs as the economics change.

Male:
Yeah, and Lee mentioned earlier the Kentucky home performance with Energy Star program, and that program has partnered with utilities so that, for instance, if somebody qualifies, they might be able to get some sort of incentive from the utility, and since the programs are coordinating, then they might also be able to get something from, like, a low interest loan, or an interest rate buy down through the Kentucky Housing Corporation.  So in that sense, those programs tend to be aligned with each other, and I think, overall, they’ve got partners with some 25, 26 utilities –

Male:
Yeah, the housing –

Male:
– with gas and electric.

Male:
Yeah.  The, in fact, some of the software that the Housing Corporation uses for Kentucky home performance allows the contractor to feed in incentive from whatever source so that they can show that bottom line savings to the homeowner when they look at the package.  The other thing I’ll mention in terms of how programs play ______ each other, that’s an example how the utility programs play against these Kentucky home performance _____ ______ on-bill financing program called House Smart also is an option.  So, you know, if for some reason the retrofit doesn’t pencil out, there’s some restrictions that are tied to that by public service commission in terms of paybacks and so forth.  If for some reason it doesn’t pencil out through the on-bill financing program, Kentucky home performance might be the backup financing choice.  So there’s, it gives customers more choices basically.
Female:
Absolutely.  That sounds like good options, more and more options in the state.  Do we have any other questions from the participants?  I know a lot of people are still on the line.  I’ve addressed most of them.  The other ones that were posted were about the slide deck, will it be made available to participants?  Yes, it will be posted on our website.  The PowerPoint should be posted in a few days.  The recording will take a little bit longer to get posted, but please check with our website.  This is the solutions center ____ website in the archives, I believe, link.  You can reach out to Molly or myself if you can’t find it; we’ll help you find it.  I wanted to also just mention what great partners Kentucky has been with the Department of Energy.  It was a lot of work to write the implementation model, and I wanted to thank Kentucky for spending the time, the countless hours drafting it, and we hope that once it’s on our site and available to all of you that you will take a look and kind of dig in into the details with the implementation model.  There are additional tools.  There are forms, and templates, and the reporting template is included there.  So if you’re interested to see what are those terms or what are the metrics that Kentucky is collecting, you can see those there.  We wanted to make sure that if you ware trying to do something similar, you don’t have to recreate the WHEEL; you can look at what Kentucky did.  So Kentucky’s been very generous with their time and sharing all the information with us, with the DOE, and to, as Amy mentioned in the beginning of the call, to make all of this available to other folks in the country who can also benefit from our program.  Okay.  I think, I don’t see any more questions.  I will then let everyone take a breather, and thank Lee and Greg for their time, and for an amazing presentation today, digging into the details.  Hopefully you found that informative, and we look forward to seeing you on another webinar, and keep up all the good work, everyone.  Thank you so much.

Male:
Thank you, Mona.

Male:
Bye.  Thanks.
[End of Audio]
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